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ABSTRACT 

Political debates about the reform of health care systems have been ubiquitous 
in developed nations around the world for well over two decades. However, 
the extent to which these debates have been translated into substantive policy 
change is much smaller than their frequency and intensity would suggest. 
Using matched case studies drawn from health reform initiatives in two 
countries, Canada and Germany, political discourse is demonstrated to be an 
important factor in the policy change process. Discourse, defined as the 
combination of policy ideas and the way in which they are framed within 
particular policy networks, can serve to reinforce a policy framework or to 
persuade various publics of the need for significant policy change, even in the 
absence of changes in institutions and interests. Two types of discourse, 
namely 'challenging' and 'truth-seeking', are hypothesized to be more 
conducive to significant policy change than are 'rhetorical' or 'instrumental' 
discourses. Drawing on the case studies, the research shows that a 
'challenging' discourse emerged in both countries, but led to significant policy 
change only in Germany. Based on the comparison of the two cases, it is 
argued that a number: of factors are relevant for whether a challenging . 
discourse is successful or not, including: degree of consensus on the gravity of 
the policy problem; the consistency of the discourse with broadly held 
normative values; and the persuasiveness of the 'social facts' brought to bear in 
support of proposed new solutions. 
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Chapter 1 

Introduction 

National health insurance is a significant component of modern welfare states. From an 
economic perspective, health systems comprise, on average, about l 0% of the gross 
domestic product of industrialised democracies in the OECD, the largest category of 
social spending after pensions. Moreover, health programs are among the most visible and 
most popular programs of welfare state. At the same time, and for some of these very 
reasons, health insurance is a profoundly political and hotly debated issue in public 
policy. 

From their origins as a policy idea in Germany during the late nineteenth to their modern 
and distinctive formations around the world, publicly sponsored national health programs 
have been in a state of constant flux and contestation, like much of the welfare state 
itself1

• However, unlike other elements of the welfare state, national health programs 
represent an unparalleled degree of intervention in traditionally private, market-based 
systems of resource allocation. While all social programs have the goal of redistributing 
societal resources, cash benefits simply offer income supplements to citizens to allow 
them to continue participating in the market to obtain necessary goods (such as food and 
shelter), leaving the supply of those goods largely unaffected. National health programs, 
on the other hand, affect virtually every aspect of the supply and demand for health
related goods and services. They fundamentally and directly alter the market, and thus 
affect the livelihoods and well-being of numerous and diverse groups, from providers to 
consumers to insurers, representing virtually every citizen in the polity. They have 
precipitated the development of highly differentiated state structures for their 
implementation, as well as the formation and mobilisation of powerful non-state actors. 
Finally, national health programs represent C!J.1 underlying (and contested) set of values 
and beliefs about the sphere of politics: the appropriate division between collective and 
individual responsibilities, or the domains of 'political contention'; and the division 
between technical and political spheres, or the domains of 'political control' (Starr 1982; 
Starr and Immergut, 1987). 

It is not surprising, therefore, that national health programs are an aspect of the welfare 
state which invites considerable debate, assessment and reassessment. Reform and 
restructuring of health policies is at or near the top of political agendas in most 
industrialised democracies, irrespective of the specific configuration of the health system. 
Since the stagflationary shocks of the mid-1970's, the uptake and costs associated with 

1 In this research, 'national health programs' is the generic label used for state-sponsored and/or 
mandated programs modelled on social insurance schemes (such as Germany's) as well as those based on 
tax-financed, universalistic principals (such as Canada's and Britain's). 
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most social insurance schemes have increased as a result of sustained levels of high 
unemployment in the industrialised world. In the health sector, this, together with the 
development and diffusion of new medical technologies and the demographic shift in 
population ageing, resulted in the expansion of health-related public expenditure which 
far outpaced growth in the economy as a whole and most other sectors of government 
spending throughout the 1980s and into the 1990s. As a result, governments have been 
struggling to contain costs and create greater efficiencies in health programs. In addition 
to, and perhaps because of, these perceptions of a cost crisis, health programs and the 
welfare state more generally have been subject to criticisms of stifling labour markets and 
distorting incentives to work, as well as compromising the competitiveness of national 
economies in an increasingly globalised world. The critics include conservative political 
and opinion leaders who took power in many western developed nations during this 
period. These individuals and their supporters questioned the appropriateness and 
effectiveness of state intervention and extolled the virtues of market mechanisms. 
Criticisms of the welfare state were also echoed, although somewhat more circumspectly, 
by traditional allies of the welfare state, who charged that "the edifice of social protection 
in rnany countries is 'frozen' in a past socio-economic order that no longer obtains ... " 
(Esping-Andersen 1996:2). 

Despite this convergence in and confluence of economic and political circumstances, fiscal 
situations and demographic trends among nations of industrialised world, their health 
systems have 'remained distinctive, as have their policy responses to these pressures. In 
addition to reforms in delivery systems, such as reductions in hospital beds, shifts to 
home care and the formation of internal markets, many nations have also engaged in 
various types of alternative discourses to promote changes. These include ideas about the 
determinants of health, the limits on the right to health care and roles for private 
financing and delivery in public health care systems. . 

Efforts to explain the different pathways of reform have been an important focus of 
welfare state research in recent years. Studies of policy change and retrenchment in 
programs of the welfare state in the past decade suggest that government policies are 
largely the product interests and institutions. Some focus primarily on the interests, 
suggesting that policy decisions are the result of a rational calculus made by key actors 
of ;the political and/or material costs and benefits of reform proposals, and strategies 
based on the particular institutional capacities and resources at their disposal (Bonoli 
1998; Pierson 1994, 2001; Weaver 1999; Ross 1997). Others focus on the 
institutionalised elements of history, path dependency and feedback which dictate a 
particular pattern of state-society relations, and thus shape the process and outcome of 
reform deliberations (Giaimo 2002; Moran 1999; Tuohy 1999; Wilsford 1991). This 
research suggests that although different governments may develop distinct approaches 
to the policy making process within different institutional contexts , there are overriding 
imperatives which all (democratic) governments must consider and which mitigate the 
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degree of policy success. 

However, as illustrated in the two cases examined in this study, neither of these 
explanations quite captures the reality of health care reform. Some politically powerful 
and determined actors, with the full range of institutional authority and resources, failed 
to accomplish their political objectives in health system reform. The government of 
Alberta in Canada abandoned critical elements of its reform proposals, despite its 
concentrated authority, the resources of the political executive and the lack of any 
substantive political and electoral opposition. Furthermore, the influences of history and 
path-dependency emphasise conservative policy development and fail to account for 
instances of major departure from the status quo, as illustrated by the case of health 
reforms in Germany. Mter decades of failed attempts, the long-standing principles of 
subsidiarity and solidarity in the German health insurance system were significantly 
altered in 1992, despite the stability of rules and institutionalised arrangements between 
key actors in the system. 

More recently, scholars have begun to pay more attention to the role of discourse in 
framing policy debates, creating opportunities and raising obstacles to policy change. 
Schmidt and Radaelli (2004: 192) sugg~st that "discourse is fundamental in both giving 
shape to new institutional structures, as a set of ideas about new rules, values and 
practices, and as a resource used by entrepreneurial actors to produce and legitimate those 
ideas, as a process of interaction action focused on policy formulation and 
communication." This development in theorising public policy is attributable to both 
shortcomings in the explanatory power of existing theories, as well as methodological and 
epistemological shifts in social scientific thinking, from positivist to post-positivist 
paradigms, of which discourse analysis is a significant part (Fi~cher 2003; Mazy 2000; 
Phillips & Hardy 2002) . 

This study expands on these developments to examine how policy discourses about health 
care might be understood as contributing factors to policy change. Following Schmidt 
(2001), 'communicative' discourses that are directed to a general public by policy elites 
and are designed to reinforce an existing policy framework are differentiated from 
'coordinative discourses' where policy elites reach out to other specific groups in attempts 
to persuade them of the need for significant policy change. Drawing on case studies of 
health policy reform in Canada and Germany, this study demonstrates the emergence of 
coordinative discourses in both countries that challenged the dominant health policy 
paradigm in the late 1980s and early 1990s. In Germany, this challenging discourse 
proved to be persuasive and key policy actors came together to agree upon a significant 
reform of health care policy. In contrast, policy actors in Canada were resistant to the 
challenging discourse, and little policy change occurred. Successful policy change in the 
German case was a function of the strength of the challenging discourse presented in that 
country, whereas the challenging discourse in Canada failed to provide an acceptable and 

3 
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viable alternative to the status quo. 

Based on these findings, a number of criteria or conditions for the success of challenging 
discourses in changing policy are apparent: the perceived gravity of the policy problem 
amongst key actors and their willingness to make a political commitment to engage in 
policy co-ordination; the consistency of the discourse with broadly held normative values; 
and the persuasiveness of the cognitive argument about new solutions proposed in the 
discourse. 

Examining Policy Change in Germany and Canada 

The German and Canadian health care systems share some common normative bases, but 
these are framed in distinctive ways. In both systems, collective societal responsibility for 
the health care needs of individual citizens is a paramount objective. However, the 
German system operates on the basis of a highly regulated model of social insurance 
which values solidarity within and between groups. In Canada, the tax-financed health 
care system focuses on universality of benefits and equitable access to needed care for all 
residents. 

In Germany, the principle of solidarity is written into the Social Code Book governing the 
health care system. Solidarity is operationalised primarily through the separation of 
contribution rates to statutory health insurance funds from the level of entitlement to 
benefits: contributions rates (or premiums) are based on income or ability to pay, while 
entitlements are based on medical need. Until the early 1990s, this principle was strictly 
compartmentalised; that is, solidarity was limited to redistribution within groups, mainly 
classes of workers, rather than across groups. Beginning with reform debates in the late 
1980s to the enactment of the Gesundheitsstrukturgesetz (GSG) in 1993, the principle of 
solidarity was broadened substantially to include a large majority of the citizenry. This 
re-conception of solidarity had a significant impact on the organisation of a central 
feature of the German health care system, the statutory health insurance system (GKV 
- gesetzlichen Krankenversicherung) . 

A number of theses have been offered about why proposals for significant reforms failed 
up to and including the 1989 Gesundheitsrefonngesetz (GRG), and then triumphed only four 
years later with the GSG. These propositions focus on changes in the structural 
imperatives of the German economy due to reunification and the planned European 
Monetary Union, the institutional dynamics of German federalism and corporatist 
organisation, and the changing needs and demands of Germans for health care. Although 
all of these explanations have some merit, they do not address the way in which the 
nature of the problem that health reforms were intended to address changed. Although 
cost-containment remained a primary goal of health reforms, perceptions of the problems 
- their sources, causes and solutions -were altered amongst key policy mal,ers. The policy 

4 
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discourse began to shift in the late 1980s from one that was concerned primarily with 
maintaining the structural features of the system and making only instrumental 
adjustments to it, to one that challenged those very structures on the basis of their failure 
to meet not only long-standing cost-containment goals, but also changing needs and 
expectations. As a function of this shift in discourse, new policy ideas about the principle 
of solidarity were able to take root in what had been a firmly established and largely path
dependent set of institutions in the German health care system. 

The fundamental foundations of Canada's national system of Medicare have remained 
largely unchanged since 1965. Five explicit principles are embedded in the structure of 
the system: universality, accessibility, comprehensiveness, portability, and public 
administration. The Canada Health Act 1984 (CHA) establishes these principles in law 
and is used to assess the performance of provincial governments. Although provincial 
governments have the primary constitutional jurisdiction for health care, the CHA gives 
the federal government both fiscal leverage and moral authority in shaping Canadian 
Medicare. 

Although there has often been much debate and hand-wringing about these principles 
over the past two decades, remarkably little has changed in the dominant policy 
framework that animates the system. All Canadians are covered by provincial health 
plans, which are financed primarily through general government revenues. All medically 
necessary care provided by physicians or in hospital is covered, with no additional user 
charges at point of service. Individuals may also be covered for a range of additional 
services (such as home care and prescription drugs), although their range and scope vary 
across provinces. Canada is unique among developed nations in that parallel private 
insurance for services covered by public plans is virtually prohibited under the CHA. 

The perception of a deep cost crisis hit Canada in the early 1990s, somewhat later than 
many other nations, at which point total health expenditures had peaked at over l 0% of 
the nation's GDP. Talk of 'reform' was largely focused on cost-containment initiatives on 
the supply-side: re-organisation of system structures to enhance efficiency and 
effectiveness, and an across-the-board reduction in spending. At the same time, some key 
political and health system actors also articulated a challenging policy discourse based 
upon arguments for a greater role for private financing. They suggested that policy 
instruments such as user charges or a parallel private system of health care insurance and 
financing would help offset the increasing burden of Medicare on government coffers. 
This attempt to persuade relevant actors about the need to privatise components of the 
health care system met with little success. It failed to provide a convincing argument that 
the principles of Medicare would not be jeopardised or that the system would indeed be 
improved and more efficient. Unlike the response to a challenging discourse in Germany, 
Canadians and many system actors strongly resisted the proposed changes, and in fact 
rallied around a rhetorical discourse to defend and reinforce the dominant Medicare 

5 
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paradigm. 

Plan of the Argument 

In order to develop the argument that communicative discourses remained dominant in 
Canada while coordinative ones gained greater acceptance in Germany, subsequent 
chapters are organised in the following way. Chapter two begins with a discussion of the 
role of ideas in policy analysis and how they can play a 'constitutive role' as frames for 
policy. It proposes a methodology for analysing policy discourse so as to distinguish 
between different types of communicative and coordinative discourses . Moving into the 
case studies, chapter three describes and analyses the institutional structures and state
society relations in Germany that had inhibited significant health policy reforms for 
decades, and lays out the argument that the magnitude of policy shift introduced by the 
GSG cannot be explained by changes in these variables. Chapter four demonstrates the 
emergence of a successful challenging discourse in Germany, centred on changes in the 
framing of the concept of solidarity, which made possible fundamental restructuring of 
the statutory health insurance system. Turning next to the Canadian case study, chapter 
five describes and analyses the institutional structures of Canadian federalism and 
parliamentary government, as well as the nature of state-society relations in the health 
sphere. It develops the contention that these features of the Canadian polity should in 
fact have made fundamental reform of the Medicare program in one province eminently 
possible. Instead, as chapter six elaborates, a challenging discourse was unsuccessful in 
persuading key actors that the expansion of private financing alternatives would address 
problems without compromising the core principles of the system. Finally, the concluding 
chapter suggests several reasons why the challenging discourse enjoyed more success in 
Germany than it did in Canada, and proposes certain conditions under which challenging 
discourses are more likely to lead to significant policy change. · 
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Chapter 2 

Understanding Policy Change: Linking 
Policy Ideas and Policy Frames in Discourse 

That ideas have a role in politics is generally undisputed: ideas are one of the three 
legs of the analytic stool upon which much political scientific theorising and 
investigation rests, along with institutions and interests. What is disputed, however, is 
how they matter, their relative importance or significance, and their relationship with 
other elements. Generally, as Wendt (1999:93) notes, "[t]he dominant approach in 
mainstream political science is to treat ideas in causal terms as a (typically 
intervening) 'variable' that explains some proportion of behaviour beyond the effects 
of power, interest, and institutions alone ... [In essence,] power, interests, and even 
institutions are treated as idea-free baselines against which the role of ideas is judged." 

Theories that focus ·on interest-based explanations of politics give ideas little or no 
emphasis; ideas are residual factors that come into play when actors behave in less 
than rational, self-interested ways . In these behaviouralist approaches, interests and 
preferences, usually material, drive the actions and choices actors make in the polity. 
For example, Weingast suggests that "the role of ideas arises because a shared set of ex 
ante conventions helps reduce ambiguity ... " and thus allows actors to co-operate in 
the face of uncertainty (Weingast 1995:450). Ideas are ascribed similar roles by 
Goldstein and Keohane ( 1993) in the context of ratio~alistic, material preference
based policy choices: they are road maps or focal points around which actors may 
structure their choices and decisions. In their discussion of ideas, Goldstein and 
Keohane are not concerned with which ideas become available and how or why they 
are persuasive, and in fact seem to be comfortable with the contention that "ideas may 
become important solely because of the interests and power of their progenitors ." 
(p.13). 

However, assumptions of purely self-interested behaviours on the part of either 
politicians or their constituents are problematic. Self-interest is not always self
evident. Attributing the decisions of policymakers to a calculus based on re-election or 
personal gain diminishes the importance of deeply-rooted systems of beliefs and 
values, many of which are also institutionally embedded (Goldstein and Keohane, 
1993; IGngdon 1994; Scharpf 1997). There are many instances of policymakers acting 
against their apparent self-interests or situations in which they may not be clear about 
what their self-interests actually are. Even when re-election is the primary goal, public 
opinion seldom offers an unambiguous path to the polls . Instead, people may 
advocate particular ~ssues or policies because they believe that they are ; the right 
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course of action. When ideational phenomena are treated as 'information' simply to 
reduce uncertainty or maximise utility, "the result is politics without passion or 
principles .. . " a far cry from our everyday realities (Finnemore and Sikkink, 
1998:916). 

Nee-institutional theories of politics more effectively capture the social and interactive 
components of politics. They give analytic and conceptual primacy to the macro and 
meso-level structures of society - the rules, roles, and material and social structures 
around which much of society is organised. According to state theorists, these 
institutional settings explain a great deal of behaviour and outcomes in politics. A 
more attenuated perspective on the role of institutions is reflected in the 'new 
institutionalism': 

"institutions are not just another variable, and the institutionalist claim 
is more than just that 'institutions matter too.' By shaping not just 
actors' strategies (as in rational choice), but their goals as well, and by 
mediating their relations of co-operation and conflict, institutions 
structure political situations and leave their own imprint on political 
outcomes." (Thelen and Steinmo 1992:9). 

In these approaches, institutions are part of the context in which actors interpret the 
world. Institutions provide actors with information about appropriate goals, 
behaviours and strategies. However, although many new institutionalist theorists 
incorporate a role for ideas, it is often secondary to institutions themselves. Ideas are 
relegated to the background as having influence when institutions are initially created 
but having little direct impact on actors and outcomes thereafter. Instead of ideas, 
actors are constrained by their long-standing institutional roles and resources. Blyth 
( 1997:231) accuses institutionalist analyses of treating ideas as "secondary to the 
mode of analysis in which they are employed. Their definition, operationalisation, and 
explanatory power are simply derivative of the wider theory in which they are 
embedded." Such approaches pay insufficient attention to the way in which ideas may 
shape behaviour independently of institutions as well as their importance in the 
iteration and reform of existing institutions and policies. 

As Peter Hall ( 1989:283) notes, policy making occurs not only within an institutional 
framework but also in the "context of a prevailing set of political ideas. These include 
shared conceptions about the nature of society and the economy, various ideas about 
the appropriate role of government, a number of common political ideas, and 
collective memories of past policy experiences." These · ideas constitute the political 
discourse of a nation, the structure of which becomes embedded in institutions and 
associations of actors. Ideas are the foundations upon which political goals rest; in a 
sense, the explicit goals of policymakers are merely the 'tip of the iceberg'. Ideas are 
more than simply functional hooks on which to hang self-interest and motivations; 

8 



Ph.D. Thesis, V. Bhatia 
Department ofPolitical Science, McMaster University 

they have a formative influence on political goals, institutions, and interests. They 
establish the basic moral and empirical parameters within which an issue comes to be 
seen as a political problem, and influence the choice of causal factors and strategies for 
its solution (Blyth 1997; Goldstein & Keohane 1993; Kingdon 1994; Rochefort & 
Cobb 1993; Stone 1989). 

The Constitutive Role of Ideas 

The underlying premise of this thesis project is that politics is a socially constructed 
phenomenon and as such, it is contingent upon meanings and interpretations actors 
derive from other actors and the context within which they operate. Ideas play an 
important, constitutive role in the polity by influencing everything from individual 
and collective perceptions about right and wrong, to what counts as 'fact', to the 
formal and informal roles and rules that shape public (and private) life. 

The assertion that politics is a socially constructed phenomenon shifts the focus of 
study from observations of behaviour or action per se to the underlying "processes of 
meaning which may subsequently engender choices. Human choice is the result of the 
attempts of actors to 'understand' and 'interpret' the world" (Braun 1999:12, 
emphasis original). The implication of this approach for the study of public policy is 
that policy problems do not just 'exist' - they are socially constructed by the process 
of interpretation, part of an effort to attach particular meaning to events or issues, and 
give direction for their resolution. Information, observations and experiences are 
filtered through moral, legal, and social rules that govern individuals and societies. 
Through this process, a phenomenon becomes identified as a problem if it in some 
way deviates from these rules or norms, and is thus given significance and scope, and 
goals and strategies to address it. The communication and widespread adoption of a 
particular set of meanings occurs through social interaction and accompanying 
discourses. 

Max Weber, who suggested that "not ideas, but material and ideal interests, directly 
govern men's conduct, perhaps most famously articulates a constitutive role for ideas 
in interest formation. Yet very frequently the 'world images' that have been created by 
'ideas' have, like switchmen, determined the tracks along which action has been 
pushed by the dynamic of interest." (Weber 1948, as cited in Fischer 2003:24). To 
the extent that ideas constitute interests, it becomes apparent that struggles between 
competing sets of ideas are at the heart of difficult political questions and 
controversies. Different worldviews bring with them differing notions of the public 
interest, and consequently, differing policy problems and prescriptions. Distributional 
struggles arise from these often-conflicting worldviews rather than precede them 
(Braun 1999; Reich 1988; Stone 1988), because it is these worldviews held by actors 
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"that determine what they see as being in their interests and, therefore, what interests 
they perceive as conflicting." (Schon and Rein 1994:29; Wendt 1999) 

This is not to suggest that ideas cause specific behaviours. Rather, ideas "fall into the 
category of reasons for actions, which are not the same as causes of actions... " (Ruggie 
1998:22). They are "warranting conditions which make a particular action or belief 
more 'reasonable,' 'justified,' or 'appropriate,' given the desires, beliefs and 
expectations of the actors" (Fay 1975:85). Ideas are part of language and discourse, as 
well as being embedded in institutional structures, roles, and norms. They attach 
meaning to particular events or actions, which "affect certain actions not by directly or 
inevitably determining them but rather by rendering these actions plausible or 
implausible, acceptable or unacceptable, conceivable or inconceivable, respectable or 
disreputable, etc." (Yee 1996:97; Searle 1995). 

Particularly in the context of welfare state politics, the role of ideas as reasons or 
warranting conditions for action intuitively appeals to a sense of society's larger social 
purpose, one that encompasses collective aspirations and ideals, and legitimates much 
social and political action. Many policies, perhaps most policies, "have not been 
motivated principally or even substantially by individuals seeking to satisfy selfish 
interests . To the contrary, they have been understood as matters of public, rather than 
private, interest. And this perception has given them their unique authority ... To 
disregard these motivating ideas is to miss the essential story" (Reich 1988:4). The 
persistence and polarisation of debate about health and social policies suggest that the 
conflicts go deeper than differences between alternative means or competing interests . 
Instead, it is the underlying structures of ideas and beliefs, and their subsequent 
definitions of policy problems and prescriptions, that are at stake (Reich 1988; Schon 
and Rein 1994). 

In order for ideas to be treated as methodologically distinct factors, they must be 
distinguished both conceptually and structurally from interests and institutions. 
While this is a difficult task, it need not be impossible. Ideas are notoriously 'fuzzy' 
concepts, but they can be at least partially extracted from political phenomena for the 
purposes of study (for examples see: Berman 1998; Blyth 1997; Hall 1997) . In order 
to do so, the concept of ideas needs to be clearly defined, their role in politics 
developed into theoretical arguments which may illuminate the reasons for (rather 
than necessarily the causes of) action (Berman 1998). 

Policy Ideas as Policy Frames 

The concept of ideas is broad in range, including everything from abstract worldviews 
and belief systems to specific policy programs and strategies. In the former sense, ideas 
are highly abstract ontological beliefs or worldviews that permeate our way of thinking 
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and communicating. These types of ideas have a taken-for-granted character that 
make them almost imperceptible to those who hold them, and an elusive quality that 
renders them difficult to contain and label. Moreover, these types of ideas are loosely 
clustered together, are generally neither systematic nor constrained by logical or 
functional coherence, and are highly resistant to change (Berman 1998; Goldstein & 
Keohane 1993; Sabatier 1993; Schon & Rein 1994). Such ideas may consist of beliefs 
about the inherent nature of human beings, of the relative priority assigned to various 
'ultimate' values (such as freedom or power) and the nature of justice or equality 
(Sabatier 1993:31). They are not amenable to the influence of 'facts' or 'reality' but 
rather are constitutive of our perceptions of what 'fact' and 'reality' actually are. Since 
these types of ideas are so inclusive, they are slippery subjects for political analysis. At 
the other extreme, ideas may be specific and very narrow in that they are relevant in 
only very particular circumstances, providing neither sufficiently abstract explanations 
nor clues as to how actors who hold them may behave in different situations (Berman 
1998). 

A "middle range" of ideas is required, what Berman calls programmatic beliefs, and 
others alternatively refer to as ideologies, policy core beliefs, causal beliefs, policy 
paradigms, and institutional action frames {Apter 1964; Berman 1-998; Campbell 
1998; Goldstein & Keohane, 1993; Hagopian 1978; Hall 1993; Sabatier 1998; Schon 
& Rein, 1994) . In essence, these middle range ideas are systems of beliefs that link 
"particular actions and mundane practices with a wider set of meanings ... [they place) 
emphasis on the behaviour of individuals in a setting of action-in-relation-to
principle .. . (and) make more explicit the moral basis of action" (Apter 1964: 16-17). In 
other words, middle range ideas both give meaning to particular actions and allow one 
to ascertain meaning from particular actions. Because they link behaviour to 
underlying norms or beliefs, middle range ideas are particularly relevant for 
understanding the role of ideas in policy development and change. 

In the context of this study, this constellation of ideas and policy prescriptions will be 
referred to as a 'policy frame'. Policy frames may influence behaviour by directing 
attention to particular elements or issues and diverting it from others (Bleich 2002; 
Fischer 2003; Yanow 2000:11) . They define the range of acceptable choices and 
thereby constrain action. They may also be enabling in that they may be used to 
redefine or reshape problems and generate new strategies for action. The content of 
policy frames circumscribes the normative and cognitive boundaries of what may be 
possible or impossible at any given point in time, whereas policy framing refers to the 
process by which an issue is defined or redefined and changed. The framing process 
consists of the practices and forms of political communication used by supporters 
and/or detractors of a policy frame (Risse 2000; Schmidt 2000; Schon and Rein 1994; 
Yanow 2000). It is a discursive process that incorporates the language, symbols and 
actions undertaken to define a problem, make it salient and have it acted upon. 
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Together, policy frames and policy framing constitute what we refer to as 'political 
discourses'. 

Following Sure! (2000: 496), policy frames in this research 
refer to coherent systems of normative and cognitive elements which define, in 
a given field, 'world views', mechanisms of identity formation, principles of 
actions, as well as methodological prescriptions and practices for actors 
subscribing to the same frame. Generally speaking, these frames constitute 
conceptual instruments, available for the analysis of changes in public policy 
and for the explanation of developments between public and private actors 
which come into play in a given field. 

The normative elements of policy frames include ideas about a policy area, which are 
informed by more broadly shared societal beliefs and values. They are the products of 
'collective intentionality' - an intersubjective creation of meaning among actors that 
is ascribed to particular behaviours through the collective creation of rules and 
conceptual frames or schemes that make actions or experiences intelligible (Ruggie 
1998; Legro 2000; Yee 1996). These normative elements shape perceptions and 
definitions qf policy problems, which are themselves the product of discrepancies 
between what is and what ought to be (either based on expectations or desired goals) . 
In turn, these discrepancies, and the causal explanations for them, inform particular 
policy positions and prescriptions. Policy frames thus also contain cognitive or logical 
elements. These elements have some consistency and coherence based on what 'makes 
sense' using existing information, knowledge and experience, and their viability within 
a given political and institutional context (Braun 1999; Converse 1964; Hall, 1993; 
Sabatier 1993; Sartori 1969). Together, normative and cognitive elements of policy 
frames establish the boundaries of what is acceptable and appropriate within a given 
policy area. 

Nonnative Elements ofPolicy Frames 

Dominant belief systems are collective, societal phenomena. They consist of the social 
norms and rules espoused by groups of individuals but are not simply the sum or 
aggregate of individual beliefs. They embody broad-based attitudes and norms about 
what is acceptable or desirable and what is not (Campbell 1998; Sabatier 1998; Sure! 
2000) . Although individual beliefs and interests will influence collective belief 
systems, the two levels are distinct and may sometimes be in conflict. Moreover not 
all members of a society or group will subscribe to the dominant belief system, 
Nevertheless, although they are far from being a 'monolithic homogenous entity,' 
dominant belief systems are shared and organised independently of individual actors 
(Braun 1999; Hall 1993; Legro 2000), and form a 'collective consciousness' or 
identity shared by a group of actors (Sure! 2000). Such broad-based belief systems 
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influence policy frames by providing social norms and values around which policy 
actors and ideas coalesce. These ideas shape the definition of policy problems and, 
subsequently, the range of politically acceptable strategies and solutions. 

Policy frames are typically composed of numerous idea elements that vary with 
respect to their centrality within the system: one or two central ideas, which are very 
resistant to change, and a few less central ideas that are more likely to change in 
response to new information or experiences. Moreover, ideas that represent 'ends' are 
more central than ideas about 'means' (Berman 1998; Converse 1964; Sabatier 1998). 

Three key normative elements of a policy frame are particularly relevant for policy 
analysis: the problem definition, the specification of causal relationships, and the 
identification of problem ownership. Problem definition is "the process by which an 
issue (problem, opportunity, or trend), having been recognised as such and placed on 
the public policy agenda, is perceived by various interested parties; further explored, 
articulated, and possibly quantified; and in some but not all cases, given an 
authoritative or at least provisionally acceptable definition in t~rms of its likely causes, 
components and consequences" (Hegwood and Gunn 1984: 109). Causal 
relationships, policy strategies and solutions flow from problem definitions . Problem 
definition is a process of negotiation and political exchange within and between 
groups of actors concerned within a particular policy area (Hall 1993; Stone 1989) . It 
is a "process of image-making, where the images have to do fundamentally with 
attributing cause, blame and responsibility" (Stone 1989:282). Within groups, a 
particular problem definition represents a set of shared beliefs, values and strategies 
that make coherent and collective action possible. Between groups, problem 
definitions may engender conflict arising from different beliefs and strategies and 
competition as groups struggle to influence which frame will guide policy (Braun 
1999; Stone 1989) 1

• 

Causal relationships map the path between beliefs and the outcome or problem being 
addressed. Often, they are "hypothetical-deductive statements, which allow the 
operationalisation of values in one ... subsystem of public policy." (Surel 2000:497). 
Causal relationships include the causal story generated about the source of the 
problem, the assignment of blame and responsibility for the problem, and the goals or 
expectations to be pursued in resolving the problem. A dominant policy frame will 
influence how a particular problem is perceived - for example, what or who caused it, 

1 Sure! (2000:502) notes an important point: a dominant policy frame does necessarily eliminate 
conflict, even within the community that supports it. Rather, it acts "more as a bounded space for 
conflict, between the subsystem and the global community, as inside the subsystem itself ... A cognitive 
and normative frame thus marks out the terrain for social exchanges and disagreements, rather than 
simply supporting an unlikely consensus." 

13 



------ - -------

Ph.D. Thesis, V. Bhatia 
Department ofPolitical Science, McMaster University 

how extensive and severe it is, whether it is solvable, and perhaps most importantly, 
who or what group has legitimacy to address it (Rochefort and Cobb 1994). As a 
result, it will confer authority, responsibility and resources on some groups rather than 
others, it will establish rules and norms for their interaction and behaviour, it will 
privilege some types of information or knowledge over others, and it will establish 
goals and expectations for policy interventions. 

Cognitive Elements ofPolicy Frames 

At the cognitive level, a role for ideas implies a problem-solving or social learning 
approach to policy making. Because policy frames are cohesive systems of beliefs 
linking abstract principles with actual practice, they express specific interpretations of 
a problem and suggest what type of solutions may be feasible (Braun 1999; Rochefort 
and Cobb 1993; Schon and Rein 1994). In this way, they "define the conventional 
wisdom in the area, set out questions for which evidence is necessary, suggest the 
alternative policies that are plausibly effective, and (most important), keep alternative 
formulations ofthe problem off the public agenda" (Moore 1988:72). 

Cognitive elements may take two forms, which Campbell (1998) classifies as those 
that are either at the foreground or the background of the policy debate. At the 
foreground, cognitive elements take the form of policy prescriptions that specify 
particular strategies for action; in the background they are cognitive schema that 
determine what type of information is considered relevant. In the foreground, actors 
use cognitive elements deliberately and consciously (Campbell 1998:386). Policy 
learning, such as drawing from previous experience with similar issues, is an example 
of how such cognitive elements may influence policy choice (Heclo 197 4:315). Policy 
frames, particularly successful ones, are used as analogies or road maps in new and 
unfamiliar situations and thus pattern future predictable responses. Moreover, 
previously unsuccessful frames help to reinforce the salience and power of the 
dominant and successful frame. When the consequences resulting from the 
prescriptions of a dominant policy frame are positive and desired, it is likely to 
continue to prevail. Negative consequences arising from actions proscribed by the 
dominant policy frame further boost its chances of continuity (Legro 2000). 

New policy strategies are judged according to their ability to address various aspects of 
policy problems that have already been defined and accepted. Their viability depends 
on their conceptual coherence with dominant belief systems, their political 
consistency with the overall goals of ruling political parties or other powerful actors, 
and their administrative feasibility in terms of the mandates and goals of existing 
institutions and administrative agencies (Hall 1989; IGngdon 1995). Policy proposals 
that are congruent with the knowledge, past experience and understanding of key 
actors will be particularly compelling. Furthermore, foreground cognitive elements 
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that offer clear and concise problem statements and directions for action are more 
likely to appeal to and be accepted by policy makers and the public than more 
complex formulations . Successful proposals are often accompanied or illustrated by 
symbols and language that capture the attention and resonate with key actors and/or 
the public (Campbell 1998:387 -8). 

In the background, cognitive elements take the form of "underlying theoretical and 
ontological assumptions about how the world works" (Campbell 1998:389). These are 
somewhat different from normative worldviews in that they prescribe the cognitive 
paradigms or schema - the types and sources of knowledge - that are considered 
relevant to the issue in question. For example, Peter Hall ( 1989, 1992) has studied 
the significance of different academic economic paradigms (namely Keynesian and 
neo-classical) in the development of economic policy in the post-war years, and Jenny 
Lewis ( 1999) analysed the impact of the biomedical paradigm in the evolution of 
sickness focused, cure-based health systems around the world . Thomas Kuhn also 
elaborated on the impact of knowledge paradigms in the natural sciences (Kuhn 
1996). These background cognitive elements are closely tied to normative elements, 
insofar as they facilitate the achievement of normative goals through particular types 
of knowledge and "aim to define clear prescriptions for public policy-making." (Surel 
2000:498). 

Policy Framing, Policy Discourse, and Policy Change 

Policy frames, through their normative and cognitive elements, provide policy stability 
over time. They do this in part by establishing what is considered 'acceptable' within 
the given set of beliefs and values, and in part by limiting access to new ideas through 
supportive systemic rules and structures (Campbell 1998:379). The normative 
elements broadly scope out the nature of the problem, its causes and with whom the 
responsibility for it lies . Once these normative elements become accepted and 
entrenched, they restrict the range of ideas that may be brought into the policy arena 
for consideration. The cognitive aspects of the policy frame function to reproduce and 
reinforce the normative elements, such as policy goals, rules and roles . They prescribe 
the concrete sources of knowledge, mechanisms and pathways, actions and policy 
instruments that will lead to desired outcomes, and exclude others. 

History clearly shows that new ideas do emerge and policies do change, sometimes 
gradually over long periods and other times much more rapidly. To the extent that 
ideas have a constitutive role to play in the policy process, the analysis of policy 
change begins with different questions than have been typically asked. As Wendt 
( 1999:78) observes, "causal theories ask 'why?' and to some extent 'how?' 
Constitutive theories ask 'how-possible?' and 'what?'" Thus, constitutive questions 
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about policy change are framed as 'what does this policy change mean?' and 'how was 
this policy change possible?' 

The successful adoption of a new policy frame will depend in part on its content (the 
'what?' question). To address the 'what' question, we examine the content of the 
particular policy frame adopted by different groups- that is, the particular normative 
and cognitive elements that comprise the dominant policy frame. The interpretation 
of a policy frame by a group links the content of the frame with the meaning it holds 
for that group. Different groups will impute different meanings to the content of a 
policy frame depending on their perceptions, positions and beliefs. 

However, a policy frame and its associated ideas do not by themselves "cause" policy 
change. Rather, to the extent that policy actors are moved to frame policy problems 
differently, certain policy choices appear more possible and others less so. In this 
respect, policy frames "constitute" fields of action within which policy problems are 
conceived and choices about policy strategies are made (Wendt, 1999: 78) . This 
process of policy change is one "whereby actors, through interaction with broader 
institutional contexts (norms or discursive structures), acquire new interests and 
preferences-in the absence of obvious material incentives . . Put differently, agent 
interests are shaped through interaction" (Checkel, 1999: 548). Thus the adoption of 
a new frame will depend on both its content and the process by which it is framed. 
The 'how possible?' question is addressed by examining the framing process, which is 
a form of discourse - a combination of action, language and symbols that convey the 
perceptions and beliefs of one group to another (Yanow 2000) . Framing is a "way of 
selecting, organising, interpreting, and making sense of a complex reality so as to 
provide guideposts for knowing, analysing, persuading and acting. .. [and] leads to 
different views of the world and creates multiple social realities." (Schon and Rein 
1991 :263-264). 

Language is a particularly important component of framing. "The words a group 
employs and on which it relies to evoke a response can often be taken as an index of 
group norms and conceptual frameworks" (Edelman 1976:121; Fischer 2003). On the 
other hand, it also provides labels that "create different points of reference against 
which people evaluate alternatives" (Stone 1989:200). Language evokes particular 
interpretations that provide legitimacy to a course of action and encourage 
acquiescence with it, or alternatively, discourage defiance through the use of threats. 
Symbols are also evoked to represent complex and/or abstract sets of meanings that 
are shared within a group. They are a form of shorthand that embody emotive, 
cognitive and moral elements derived from the values, beliefs and feelings of the 
groups that apply them (Yanow 2000: 15). Symbols may be of particular use in 
combining or reconciling two or more apparently disparate or contradictory 

16 



Ph.D. Thesis,· V. Bhatia 
Department ofPolitical Science, McMaster Universit;y 

alternatives (Stone 1989:201). Finally, actions or behaviours, the traditional purview 
of rationalist theorising, may also convey specific interpretations of the policy frame. 

A Framework for Discourse Analysis 

Changes to policy frames take place through processes in which political actors engage 
each other in augmentative discourses that focus on preserving an existing dominant 
policy frame, or in transjonnative discourses that seek to persuade others of the merits 
of an alternative frame. Therefore, to understand how policy change comes about, we 
must analyse the meanings associated with dominant and alternative policy frames in 
the discourses articulated by various actors in a given policy community. An 
augmentative discourse is one developed by policy elites and directed toward a 
broader mass public in an attempt to defend a dominant policy frame or to justify 
minor adjustments to policies within that frame. 2 As Schmidt (2002: 172) notes, this 
type of "discursive process is therefore often adversarial, as the public, if not 
convinced of the necessity and appropriateness of the policies, can impose sanctions 
through periodic elections and protest." Alternatively, policy elites may construct 
transformative discourses by engaging a wider range of policy actors, in order to 
convince them of the need to work together to change the core normative and/or 
cognitive elements of the dominant policy frame. 3 

In order to analyse policy discourses in a systematic, empirical fashion, the following 
questions must be addressed (see Appendix 1 for a full elaboration of the research 
methodology used): 
• 	 Who is constructing the discourse? 
• 	 What is the apparent purpose or action-imperative of the discourse? 
• 	 What are the generic dements of the policy frame at stake in the discourse (i.e.; 

the normative or cognitive elements)? 
• 	 What are the specific elements of the policy frame at stake in the discourse (i.e., 

the specific contents of the normative or cognitive elements)? 

Based upon the answers to these questions, we have identified four ideal-types of 
policy discourses, as summarised in Figure 2.1: two augmentative discourses 
(rhetorical and instrumental), and two trans formative discourses (challenging and 
truth-seeking). 

2 These concepts of augmentative and transformative discourses drew their initial inspiration 
froin Schmidt's (2002) distinction between coordinative and communicative discourses. The discourses 
in this project are labeled differently from Schmidt's to distinguish between discourses which are 
categorized according to their purpose (as in this study) and discourses which are categorized according 
to the institutional context in which they occur (as in Schmidt) . 

3 This discussion is drawn from my earlier work (Bhatia and Coleman 2003). 
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FIGURE 2.1: A Framework for Analyzing Political Discourse & Policy Change 
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The rhetorical type of augmentative discourse is used by promoters of the dominant 
policy frame to reinforce and further institutionalise it. The generic elements of the 
policy frame that are at stake are normative: problem definitions, causal relationships, 
problem ownership and accountability. The language accompanying this discourse is 
authoritative insofar as it attempts to validate "established beliefs and strengthens the 
authority structure of the polity or organisation in which it is used" (Edelman 
1977:109). It takes the form of exhortations to support the dominant policy frame, or 
employs terms that classify people according to their merit, competence or other 
characteristics (Edelman 1977). Policy advocates attempt to encapsulate "entire 
problems in simple phrases that evoke instant recognition and response" and use 
symbolic language to find a competitive edge that will capture the attention of their 
audiences (Rochefort and Cobb 1993:58). Furthermore, rhetorical discourses must be 
targeted and specific to the audience - the same language and strategies will not 
necessarily be appropriate for all groups (Schmidt 2000). Edelman ( 1977) notes that 
'presentational forms' - such as governmental processes, ceremonies, settings and 
ritualistic procedures - may serve to justify actions and policies by invoking routine 
processes and to provide reassurance by evoking familiar patterns. 

Instrumental discourse is an augmentative discourse used to address small policy 
failures or inconsistencies within the dominant policy frame, which Peter Hall ( 1993) 
refers to as first order policy change. These policy failures may include problems of 
'efficiency' or 'effectiveness', which may be attended to by making small adjustments 
in the settings of extant policy instruments, without altering the normative bounds of 
the dominant policy frame. The main action imperative of this discourse is to justify 
the dominant policy by invoking rules - including formal laws and regulations, social 
customs and traditions, moral rules and principles, and the rules and bylaws of private 
associations -and rule-guided behaviour (Stone 1988:231 ). Rules imply legitimacy on 
the part of both the rule-makers and the rule-followers, and serve to prescribe actions 
to be taken in a particular set of circumstances or contexts (Stone 1988:232) . Rules 
also prescribe the organisational roles and role expectations of various groups and 
individuals within the policy sphere - bureaucratic and political staffs, political 
representatives , professionals and the public - and thus their capacities and 
jurisdictions for action (Edelman 1977). Instrumental discourses are thus the most 
institutionally driven of the four ideal types elaborated here. The focus on following 
rules narrows the subject of discussion to the cognitive elements of the policy frame 
insofar as the normative elements (which established the rules) are accepted as 
legitimate and therefore not discussed. This reliance on rules, the acceptance of the 
normative bounds of the dominant policy frame, and the focus on incremental 
adjustments mean that instrumental discourses tend to involve only a few key policy 
decision makers whose roles and responsibilities are institutionally defined. 
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Within the transformative discourses, a challenging discourse is directed outward 
toward other policy actors in order to persuade them that an alternative course of 
action should be taken. The main action imperative of this discourse is persuasion using 
'facts' - that is, the cognitive elements of the frame, such as policy relevant knowledge 
and information - to challenge the problem definitions, causal relationships and truth 
assertions promoted by other actors. Disagreements about facts centre on questions 
about which facts are accurate, which ones are relevant and how a given set of facts is 
to be interpreted. Persuasion is thus a cognitive process that is contingent upon the 
discovery and accumulations of empirical and theoretic anomalies in the dominant 
policy frame (Kuhn 1962) . When expectations arising from the normative goals and 
beliefs underlying a policy frame are unfulfilled and policy consequences are negative, 
actors may be more likely to engage in investigating the problems, assigning blame, 
and re-evaluating the policy frame (Hall 1993; Hemerijck and van Keersberg 1999; 
Legro, 2000). Peter Hall ( 1993) describes this phase as second order change, during 
which actors pursue more substantive changes, such as engaging new policy 
instruments to address the problem. 

Cognitive structures may involve different forms of 1Q1owledge - such as expert 
knowledge, scientific knowledge, non-scientific knowledge, or experiential knowledge 
and highlight different sets or types of 'facts' (Singer 1990; Stone 1988). Moreover, 
policy frames do not just exist: they are created and promoted by actors or 
'intellectual entrepreneurs'. The actors that advocate a particular frame influence its 
success. The legitimacy or status of the carrier of the idea may affect the likelihood it 
will be influential and accepted by a critical mass of other actors . This cannot be 
equated to the power of the advocates, since the ideas of weaker groups often succeed 
where those of the more powerful fail · (Legro 2000). Legitimacy may depend on a 
number of factors, such as how long the advocates have been involved in the policy 
area, how motivated and committed they appear to be, their expertise and their 
institutional capacities (Berman 1998; Finnemore and Sikkink 1998; Laumann and 
Knoke 1987). The capacities or organisational platforms of policy elites and experts, 
in particular, give them the potential to be much more influential than other actors in 
shaping policy content (Finnemore and Sikkink 1998). In part, institutional roles 
identify who is a member of these groups and what resources they have at their 
disposal: individuals who occupy influential niches in state bureaucracies, advisory or 
regulatory bodies - policy 'insiders' - clearly have a greater opportunity to shape 
policy than 'outsiders' (Yee, 1996). However, the identity of these key actors also 
hangs on socially derived perceptions of their legitimacy and reliability - on the 
prevailing ideas in a particular policy area (Jervis 1976; Lewis 1999; Singer 1990). 
Hall's ( 1993) study illustrates the prominence of academic economists in shaping 
macroeconomic policy, while Lewis ( 1999) and Starr and Immergut ( 1987) elaborate 
on the legitimacy of physicians as technical experts in the health sector. As Stone 
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( 1989:294) notes, science "commands enormous cultural authority as the arbiter of 
empirical questions." 

In contrast to this relatively 'reasoned' form of persuasion, Stone ( 1988) discusses an 
alternative type of persuasion (which she refers to as 'indoctrination') that relies on 
appeals to fear, anxiety or insecurity to elicit desired responses. In both instances of 
persuasion, 'facts' of a sort are relied upon in making the argument compelling. 
However, in the indoctrination form of persuasion, facts and information are used 
selectively to tell only part of the story. Furthermore, "not only are the arguments and 
reasons that are presented partial and one sided, but also, and more importantly, [the 
persuadee] is not aware of this." (Burnell & Reeve 1984: 404). One of the most 
compelling metaphors used in challenging discourses, particularly of the 
indoctrination brand of persuasion, is that of crisis. Crisis connotes an emergency or 
threat that can and must be dealt with. It is distinct from other problems in its 
magnitude, immediacy and rarity and in the fact that its occurrence is not the fault or 
responsibility of political leaders . Moreover, it requires people to make collective and 
individual sacrifices in order to overcome it (Edelman 1977:44; Lipsky and Smith 
1989). Language used in addressing the issue may be characterised by combative 
terms, referring to action on the issue as a 'war' or 'struggle', or in terms of an 
'offence' or 'defence' . 

Although the failure of an existing policy frame enables the emergence of new ones, it 
does not necessarily result in consolidation of a new frame, nor does it reveal an 
obvious successor from among competing frames . It is entirely conceivable that a 
stalemate between multiple frames will result in no new policy frame being adopted. 
Instead, policy makers take recourse in the old one by default. As this discussion of 
the challenging discourse makes clear, the consolidation of a particuiar alternative is 
only partly dependent on its theoretical, political and administrative feasibility. 
Consolidation and adoption of an alternative policy frame is also linked to the broader 
social and political context of the policymaking community (Ball 1995; Hall 1993; 
Legro 2000). 

Finally, tntth-seeking discourses4 are directed toward diverse audiences, and include a 
broad range of actors. They challenge the moral appropriateness and authority of the 
underlying norms and beliefs of the policy frame, and seek to develop consensus along 
broad, normative parameters of a policy issue based on no particular preconceived 
preferences or perceptions. In this type of 'communicative action', "actors try to 
convince each other to change their causal or principled beliefs in order to reach a 
reasoned consensus about validity claims. And, in contrast to [the other types of 

4 The 'truth-seeking' label is borrowed from Risse (2000). It is not intended to convey a 
normative position on the validity of the discourse itself, but rather, on the objectives of the actors 
engaged in the discourse. 
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discourses], they are themselves prepared to be persuaded" (Risse 2000:9). Schon and 
Rein ( 1994:45) refer to this process as 'frame reflection' - the ability of policy actors 
to see an issue from the other's perspective or policy frame and thus create a 
"reciprocal, frame reflective discourse." The product of such discourse is an 
alternative, mutually agreed upon frame (Edelman 1977; Schon and Rein 1994). 

As Hall notes, "the process whereby one paradigm comes to replace another is more 
sociological than scientific" ( 1993:280). Thus, consensus in a truth-seeking discourse 
requires coherence and consistency with higher level worldviews that dominate a 
society, as well as the actors and groups advocating a particular policy frame . Hall 
( 1993:383) suggests that these worldviews may include 

.. . shared conceptions about the nature of society and the economy, 
various ideas about the appropriate role of government, a number of 
common political ideals, and collective memories of past policy 
experiences. Together, such ideas constitute the political discourse of a 
nation. They provide a language in which policy can be described with 
the political arena and the terms in which policies are judged there. 

To the extent that a particular policy frame is consistent with these deeply held values 
and responds to broader concerns, it is more likely to be successful. Although 
worldviews are no simple matter to assess, since they do not "necessarily constitute a 
coherent, consistent set of issue positions [across issue areas]," (Campbell 1998:392), 
it is clear that citizens tend to respond to public issues on the basis of their values and 
beliefs rather than their perceptions of self-interest, even though those values may 
(and often do) come into conflict with one another across and even within policy 
sectors (Orren 1988). The salience and parsimony of a policy frame are distinct from 
its cognitive content. Successful new frames "select for attention a'few salient features 
and relations from what would otherwise be an overwhelmingly complex reality. They 
give these elements a coherent organisation ... " (Schon and Rein 1994:26) . Salient 
features may be exogenous events, such as economic crises or external threats, or they 
may be endogenous to the political system, such as its particular institutional context. 
Moreover, successful frames transform uncertainty and complexity into certainty and 
direction by making the diagnosis and the prescriptions seem obvious (Schon and 
Rein 1994:28) . 

Conditions for Discourse-Driven Policy Change 

The focus of the research in this project is on the role of challenging discourses in 
facilitating or causing policy change of a third order magnitude -that is, change in the 
dominant policy paradigm, including the norms, goals and strategies or instruments 
articulated in the policy frame (Hall 1993). Augmentative discourses are constraining 
and conservative in that they are intended to either protect the dominant policy frame 
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or simply make small periodic adjustments to it. Transformative discourses - both 
challenging and truth-seeking - are developed to effect major changes in the 
normative and/or cognitive elements of the dominant discourse and move policy in an 
entirely new direction. Whereas challenging discourses focus on re-ordering policy 
goals and instruments, without necessarily questioning the underlying norms of the 
dominant paradigm or policy frame, truth seeking discourses have the express 
objective of arriving at consensus on an entirely new set of norms and goals . These 
latter discourses occur most rarely, usually when dealing with an entirely novel 
problem or issue for which few preconceived ideas exist. 

In addressing the research question, 'how was policy change made possible', earlier 
research on policy framing and discourse suggests there is an important and influential 
role for communication or interaction, particularly in the form of argumentation and 
non-coercive persuasion (Ball 1995; Burnell and Reeve 1984; Checkel 1999; Lau, 
Smith and Fiske 1991; Risse 2000; Schmidt 2001). The two case studies elaborated in 
subsequent chapters demonstrate that the entry of a challenging discourse can be a 
precipitating factor for significant policy change, even in the face of long-standing 
institutional and interest-based barriers, provided certain conditions are met: broad 
consensus on the nature and severity of the problem ·among core policy actors, 
promotion of an alternative policy frame consistent with fundamental values, and the 
presentation of persuasive social facts indicating the source of failure in the dominant 
policy frame . 
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Chapter 3 

Institutional Structures and Health System 
Dynamics in Germany 

Institutional Legacies of Social Insurance 

German health care is the original social insurance system, established in 1883 under 
the government of Chancellor Otto von Bismarck. Since that time, the essential 
features of that system have changed remarkably little . The most prominent and 
persistent feature is the organization of the health care system around a network of 
independent sickness insurance funds that are given statutory authority to manage 
their programs and benefits. These insurance funds are financed primarily through 
premiums, which each fund has the authority to set at a level that meets, but does not 
exceed, its annual expenditures. 1 Second, as under Bismarck, these statutory funds are 
mandated by federal law to provide a prescribed range of benefits and levels of service. 
Third, statutory insurance funds are still financed through contributions that are 
shared by employers and employees, although the proportions have changed over 
time. Fourth, a strong element of self-administration of the funds remains: governance 
of sickness funds is shared between employers and employees. Finally, membership in 
statutory insurance funds is compulsory for the majority of the population, and has 
traditionally been based on occupational position and/or geographic location. (Stone 
1980:23-25). 

The contemporary health insurance system is codified in the federal government's 
Social Code Book, the Sozialgesetzbuch V (SGB V), which regulates membership, 
benefits, relationships between insurance funds and provider groups, as well as the 
governance, organization and financing of funds. The role of the state is thus focused 
on setting policy goals and establishing procedural rules and regulations. The 
management and delivery of services is the responsibility of the statutory sickness 
insurance funds, the gesetzliche Krankenversicherung (GKV), in collaboration with service 
providers, primarily local hospitals and regionally organized physicians' associations. 
These latter organizations are recognized as public-law bodies (Karperschaften 
iffentlichen Rechts), which gives them special legal status and privilege to provide 
services, but also obligates them to fulfill statutory and public responsibilities 
respecting the health system (Giaimo and Manow 1999). 

1 These expenditures include the fund's outlays for services to its clients, administrative costs, as 
well as federally required capital reserves. ' · 
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These corporatist arrangements reflect two important organizing principles that order 
the German health care system. The first is the principle of self-administration by 
organized interest and professional associations (Selbstverwaltungsprinzip) which is 
exercised most prominently in the negotiation of service delivery contracts between 
associations representing insurance funds and others representing insurance 
physicians. These latter associations have been granted significant binding authority 
to govern and remunerate their members, and membership in the associations is 
compulsory for all non-hospital based practicing physicians. 

The second is the principle of subsidiarity (Subsidaritiftsprinzip) which "expresses the 
political intent of marshaling the expertise and initiative of the main social sectors 
under the auspices of state administration." (Katzenstein 1987:59). The role of 
government, therefore, is to "orchestrate" interest groups in such a way as to enable 
them to implement policies, but within the broad parameters of government aims 
(Dohler 1995:388). Once again, representative organizations of insurance funds and 
physicians are the dominant groups offering their expertise in the policy malting 
processes of government, and have been accorded legitimacy in the form of joint 
committees such as the Konzertierte Aktion im Gesundheitswesen (KA.i.G - Concerted 
Action in Health Care Committee) to advise on.government health policies. 

Both of these organizing principles - self-administration and subsidiarity - were 
strongly contested in the debates and decision-malting processes leading to the 
Gesundheitsstrukturgesetz (GSG) in 1992. The challenging discourse that accompanied 
the debates questioned the legitimacy of these principles given the purported failure of 
corporatist groups (mainly physicians) to actually address many of the most pressing 
problems in the health care system. Based on their appeal to the 'facts'- the unabated 
rise in health expenditures ·and incomes of providers, and ever-higher insurance 
premiums for the average German worker - supporters of the challenging discourse 
were able to legitimize and promote more forceful and more visible state intervention 
in the health system than had been apparent in the past. 

Solidarity, or the Solidarititsprinzip, is another fundamental principle guiding the social 
insurance system, and is reflected in the risk-sharing arrangements of individual 
sickness funds. Premium contributions of fund members are calculated as a proportion 
of income and are independent of health . status or individual risk profiles. 
Furthermore, membership in a statutory sickness fund is compulsory for employees 
below an established income level (excluding the self-employed), that in 2000 was set 
at a total household income of EUR 40,000. Consequently, about 74% of Germans 
are mandatory members of the GKV, an additional 14% are voluntary members of the 
GKV, and 9% have private insurance (European Observatory 2000). In practice, social 
solidarity is manifest through cross-subsidization of risk between rich and poor, 
healthy and sick, and young and old members within an insurance plan. 
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Accompanying and tempering the solidarity principle is the Gliederungsprinzip, which 
requires that membership in the GKV be structured or compartmentalized according 
to geographic location and/or occupational position of the members. As a result, there 
have traditionally been a number of different types of insurance funds within the 
GKV system: factory funds or Betriebskrankenkassen for companies with more than 450 
employees; guild funds or Innungskrankenkassen for people in trades, crafts and services; 
agricultural funds or landwirlschaftliche Krankenkassen for workers in the agricultural 
sectors; separate funds for miners (Bundesknappschaft) and mariners (Seekasse); and 
local funds or the Ortskrankenkassen for those who did not fall into the above 
categories. Finally, a separate class of funds is the Ersatzkassen or substitute funds, 
which provide coverage according to geographic location and class of worker (that is, 
blue-collar or Arbeiter, and white collar or Angestellte). These funds have a voluntary 
membership, and are prohibited from turning away new members who meet their 
geographic and occupational categories. Further, since many of their members have 
high incomes and thus the choice of private insurance or the Ersatzkassen, the 
Ersatzkassen compete with private funds, and offer a wider range of optional benefits 
than the other GKV funds. Private funds or Privatkassen exist entirely outside of the 
GKV (Alber 1992a).. 

Traditionally, solidarity was circumscribed by the Gleiderungsprinzip and existed, 
therefore, predominantly within social or occupational groups or within the 
membership of individual insurance funds, rather than more broadly across larger 
populations. This highly institutionalized membership structure was strongly 
contested by the challenging discourse that accompanied the reforms of the late 1980s 
and early 1990s. This discourse was successful in promoting a substantial 
restructuring of the GKV system that broadened the prindple of solidarity to include 
much larger and less stratified segments of the population. 

The health care benefits offered by the GKV are based on the Sachleistungsprinzip 
that is, the principle of in-kind benefits. All benefits (with the exception of income 
replacement) are provided in-kind, rather than as cash reimbursements. They include 
all hospital and medical care, most dental care, home care, rehabilitation services, and 
prescription drugs and medical devices. The range and scope of benefits have also 
been the subjects of contentious political debate, with notable changes occurring after 
1977. The introduction and subsequent expansion of user charges for most services , 
medications and devices as well as a reduction in the range of mandatory services 
covered by sickness insurance were an integral part of the instrumental discourse that 
accompanied the spate of reform proposals put forward by federal governments from 
1970 to 1992. These reforms were aimed at establishing cost containment measures 
without altering the principles and essential institutional features of the GKV system. 
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Together, these Strukturprinzipen - self-administration, subsidiarity, solidarity, 
structured membership, and benefits-in-kind - constitute what Dahler ( 1993, 1995) 
calls the 'sectoral policy paradigm' that governs the German health care system. This 
paradigm is embedded both in constitutional law and in long-standing institutional 
structures and conventions, to which the discussion now turns. 

Institutional Dynamics and Policy Immobility 

The most trenchant explanations for the remarkable stability of the health care system 
in Germany (at least until 1992) have been based on the characteristic institutional 
structures of the German polity. In these interpretations, the 'reform blockades' that 
have been encountered with almost predictable regularity in the post-war period are 
attributed to the following institutional features (Blanke and Perschke-Hartmann 
1994; Giaimo and Manow 1999; Perschke-Hartmann 1994; Rosewitz and Webber 
1990): 

l) the predominance of coalition governments, which have typically included a 
junior partner closely allied with powerful interests in the health sector; 

2) the federal system of parliamentary government, which divides competencies 
for health_ care between the federal and Lander governments, .and accords 
substantial decision-making authority to the Under-dominated Bundesrat 
(senate or upper chamber of parliament); 

3) the self-administration structures of the statutory health insurance system, 
which are jointly governed by associations of physicians, insurance funds, 
employers and employees. 

In their study of German health reforms attempts in the ambulatory sector, Rosewitz 
·and Webber ( 1990:299) conclude that these factors · "impose decision rules upon 
participating actors that rule out major reforms and result in either 'mini-reforms' or 
nothing at all being decided or passed." 

Similarly, and more generally, Peter Katzenstein ( 1987) describes these factors as the 
"three institutional nodes" of policy networks governing almost any policy sector in 
Germany - namely, political parties , cooperative federalism and para-public 
institutions. In health care, this network bridges state and societal actors but "is at the 
same time both accessible to organized groups and closed to other social actors." He 
goes on to say that "the interaction between policy and politics is shaped by specific 
West German institutions that in linking state and society as well as different levels of 
government encompass political opponents in a tight policy network. Such 
interdependence makes large-scale departures from established policies an improbable 
occurrence." (Katzenstein 1987:35) 
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In the next sections, the dynamics of each of these three institutional characteristics 
will be described and their implications for health system reforms discussed. 

Coalition Government 

The German state may be characterized as a Parteinstaat or 'party-government' state, 
meaning that the ideas of political parties give direction to the government agenda, 
and that governments themselves are manifestations of the parties of which they are 
comprised (Lees 2001; Roberts 2000). Furthermore, given the nature of the electoral 
system and the preponderance of coalition governments in the post-war era, political 
parties are the primary arenas in which many political struggles are mediated 
(Katzenstein 1987). 

In contemporary Germany, virtually all federal governments since 1948 have been 
coalitions comprised either of the union of the politically conservative Christian 
Democrats and Christian Socialists (the Christlich-Demokratische Union 
Deutschlands!Christlich-Soziale Union - CDU/CSU)2 or of the left-of-centre Social 
Democrats (Sozialdemokratische Partei Deutschlands - SPD) as the senior partner. The 
right-of-centre Liberals (Freie Demokratische Partei - FDP) have most often been the 
junior partner of federal coalitions. Given the diverse ideological positions and 
constituencies of the parties, most coalition governments have been built on political 
compromises that must accommodate the interests of very different social and 
economic groups.3 Not surprisingly, many of these coalitions have been characterized 
by 'policy-imobilisme' - that is, a reliance on lowest-common-denominator policies 
which produce little or only incremental change, particularly during times of economic 
constraint (Schmidt 1983). Rosewitz and Webber (1990) argue that this requirement 
for inter-party and intra-government compromise has had an important veto effect on 
substantive health system reform, largely due to the important position of the FDP. 

The base of electoral support of the FDP is small, ranging from 5% to 13% of the 
federal electoral vote, resulting in its persistent minority status in the Bundestag. 
Unlike the two larger parties, the FDP is characterized by its lack of a core electoral 
constituency and weak internal party apparatus. Nevertheless, the party managed to 

2 The CSU is viewed as the 'sister party' of the CDU; it is mainly a Catholic party from Bavaria, 
and runs candidates only in that state. The party represents Bavaria's powerful social and economic 
interests within the federal government through its alliance with the CDU (Roberts 2000). However, as 
Padgett and Burkett (1986:126) note, the CSU "is both autonomous and different" from the CDU in 
both its organisational structures as well as its political and ideological beliefs. 

3 A number of analysts have argued that the spectrum of political ideology occupied by German 
parties is deliberately centrist. In part this is due to the shunning (and outright criminalisation) of 
extremist parties at either end of the spectrum, thus truncating the ideological range, and in part due to 
the political opportunism and strategic compromise that are necessary in coalition government (for 
example, see Braunthal 1998; Lees 2001; Poguntke 2001); 
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be in government longer than either of the two larger parties between 1948 and 1998 
(see Table 3.1 ). 

Table 3.1 -Governments of the Federal Republic of Germany 

Year Constitution of Coalition Government 

1949-53 

1953-56 

1956-57 

1957-61 

1961-66 

1966-69 

1969-82 

1982-98 

1998

CDU/CSU - FOP- OP [Deutsche Parletl 

CDU/CSU - FOP - OP- Refugee Party 

CDU/CSU - OP - FVP [Freie Vo/ksparletl 

CDU/CSU- OP 

CDU/CSU - FOP 

CDU/CSU - SPD 

SPO- FOP 

CDU/CSU - FOP 

SPO - Greens 

Source: Roberts (2000): 125 

This relative success may be attributed in part to the party's internal schism between 
two different normative ideas: economic liberalism, i.e., the support for and 
strengthening of free enterprise, and 'national' liberalism in which individual freedoms 
and rights to social protection by the state are paramount. The former placed the FDP 
somewhere to the right of the CDU/CSU's more tempered economic liberalism, while 
the latter aligned it with the SPD on issues relating to the role of the state in raising 
sufficient taxes to fulfill its duties, and protecting the rights of all its citizens equally. 
In particular, the ideas of national liberalism included a deep mistrust of the Church 
and of any form of state-sanctioned organized power. Each of these two ideas has 
dominated the party in v:arious periods of its history, and explains the capacity <;>f the 
FDP to form coalitions with parties of different political stripes (Padgett and Burkett 
1986:156; Poguntke 2001; Schmidt 1983). Moreover, as 'king-maker' in these 
coalitions, the FDP has had disproportionate power to influence policy. On health 
care issues, as with many other social and economic issues, the FDP has espoused a 
liberal free-market ideology and generally aligned itself with members of the 
independent professions, such as physicians and dentists, and with middle class 
groups, particularly business and the self-employed (Roberts 2000; Rosewitz and 
Webber 1990). As such, it consistently resisted or adamantly opposed any health 
reform package that, in the views of its members, would compromise the material 
welfare or autonomy of physicians, including both the 1989 GRG and the 1992 GSG 
and their predecessors. In particular, the FDP opposed greater state intervention into 
the corporatist relations that governed the health sector (Behaghel 1994; Rosewitz 
and Webber 1990). 

The policy direction of coalition governments cannot, however, be attributed solely to 
the normative ideas and strategic influence of the junior partner. Schmidt ( 1983:47) 
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demonstrates that the ideas and political agendas of governing parties did have an 
impact on the direction of policy development and change in Germany. The strategic 
veto of the FDP in coalition governments was mitigated by the ability of coalition 
members to establish firm ground-rules and agree on policy trade-offs and pay-offs 
that made bargaining possible and defection unlikely.4 This was much more easily 
accomplished during periods of economic expansion, during which such bargains were 
generally not of a zero-sum nature (such as in the early years of the SPD-FDP 
coalition), or when coalition partners shared political goals (such as in the CDU/CSU
FDP coalition of the 1980s). Governments dominated by the CDU/CSU have pursued 
a 'social capitalism' model that promoted 'bourgeois issues', whereas those led by the 
SPD tended toward a model of Keynesian welfare capitalism, at least until the mid
1980s (Lees 2001; Schmidt 1983). The pursuit of these distinct policy models by each 
party is rooted in its particular ideational and institutional history. 

The CDU/CSU began as a post-war alliance of Christian and conservative groups who 
rallied together around some shared ideals but also, perhaps more significantly at the 
time, against the power of left-wing parties. Its roots as a party of moderately allied 
groups were reflected in the party's loose internal organizational structure, and in 
divisions between the party's social and conservative wings. Not surprisingly, intra
party policy agreements were difficult to achieve, and so in its early years, the 
CDU/CSU had no coherent policy agenda or program. Much of its early success, 
despite its internal weaknesses, is attributed to the political acumen and popularity of 
its first leader, Konrad Adenauer. The electoral success of Chancellor Adenauer 
rendered programmatic and policy development "electorally superfluous" (Conradt 
1972:8). 

Broadly speaking, early CDU/CSU-dominated coalitions pursued policies that would 
encourage the reconstruction of a strong market economy, supported by strengthened 
social security measures (Schmidt 1983 ). Although the coalition lacked a distinctive 
health policy frame, health sector reforms were part of and consistent with the 
government's instrumental discourse which focused on strengthening "private 
initiative" and preventing the development of a "welfare society". However, the 
internal divisions within the governing coalition, and indeed within the CDU/CSU 
itself, mitigated against consensus on the direction of reform. The proposed legislative 
package was an amalgam of cost containment strategies and benefit improvements 

4 The formal coalition agreements negotiated between coalition partners have the status of legal
constitutional convention, even though they are not legally enforceable. These agreements inhere a 
'natural obligation' that b~nds the two (or more) parties to their promises and minimise political 
opportunism by one of the partners (Manow 1994:7) . Manow ( 1994) discusses at length internal 
coalition dynamics relating to these agreements, including the allocation of policy sectors and portfolios 
amongst the coalition partners, the Cabinet decision-making process, and the Chancellor's constitutional 
authority. 
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that attempted to satisfy all but managed instead to satisfy no one; the result was a 
"Grand Coalition of the Dissatisfied" (Naschold as cited in Murswieck 1985:98). 
Moreover, the wrath of a key constituency of both the CDU/CSU and FDP, namely 
"70,000 physicians, who each saw 30 patients every day," seemed to doom the 
package to failure (Adenauer, as cited in Rosewitz and Webber 1990:182, footnote 
38). The reform bill "turned out to become one of the longest and roughest health 
policy discussions since the foundation of the Republic." (Murswieck 1985:96). In the 
end, despite the absolute majority of the CDU/CSU in the Bundestag, the health 
reform package was completely abandoned by the government. 

By the late 1960s its rather passive approach to policy development, which had not 
substantively altered the traditionally privileged position of middle-class elites, became 
a political handicap for the CDU/CSU, particularly in light of the growing political 
maturity and popularity of the social democratic SPD. The SPD, one of only two 
political parties to survive the political upheavals of WWII, began to reconstruct itself 
as a Volkspartei in the late 1950s and early 1960s by moving away from its deep 
Marxist roots toward a more pragmatic idealism. The party differentiated itself from 
the CDU/CSU by engaging in a political discourse that advocated Keynesian 
economics and social policies that were consistent with promoting social security and 
freedom (Padgett and Burkett 1986). With this agenda, it managed to attract the 
electoral support of a wide range of societal groups, including blue-collar workers and 
an emerging economic middle-class. By the mid-1960s, the SPD was a serious 
contender for political power and in 1969 led a coalition government with the FDP 
that was to survive for the next 13 years (Padgett and Burkett 1986; Roberts 2000). 

The early years of this coalition were marked by welfare state expansion in a 
prosperous economic climate. Although the social•liberal wing of the FDP had gained 
greater influence within the party and made this expansion easier to accommodate, 
the glue holding the SPD-FDP coalition together was agreement on foreign policy and 
security issues (i.e., Ostpolitik under Chancellor Willy Brandt). Although the two 
parties remained ideologically divided on issues of social and economic policy, the 
FDP seemed willing to take a neutral stance on welfare state expansion while the 
economy continued to grow (Murswieck 1985). The mid-1970s ushered in an 
international economic crisis that exposed the thin compromise in the coalition, and 
began its ultimate disintegration. Moreover, economic difficulties forced the SPD's 
pragmatic idealism to become more pragmatic than idealistic, raising considerable 
internal party strife. In the health sector, the SPD-FDP coalition put forward a cost 
containment policy frame that attempted to shift expansionary expenditure trends 
toward more stable or no expenditure growth by introducing controls on provider 
groups as well as some cost-sharing by patients in its 1977 Health Insurance Cost 
Containment Act (discussed in Chapter 4). This legislation successfully solidified the 
dominant position of the cost containment policy frame and was in keeping with the 
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instrumental discourse that had been prevalent in discussions of health system reform 
since the 1950's. 

In the meantime, during its years in opposition, the CDU/CSU had developed a 
policy agenda that came to be associated with conservatism, individualism and free
market politics. This programmatic agenda helped return it to power in 1982 under 
the leadership of Helmut Kohl and in coalition with the FDP (Heidenheimer and 
Kommers 1975; Padgett and Burkett 1986; Roberts 2000). The exodus of left-leaning 
liberals from the FDP in the early 1980s facilitated this coalition's stability in a 
number of important policy sectors over the next 16 years (Saalfeld 1999). This 
CDU/CSU-FDP government "shared an antipathy to state intervention in the health 
care as well as other sectors", but lacked a concrete plan to reform the system 
(Webber 1992:213). Throughout most of the 1980s, it promoted an instrumental 
discourse aimed at containing costs within the existing parameters of the GKV. It 
presided over a series of incremental reforms that were entirely consistent with the 
system's organizing principles of subsidiarity and self-administration; the most 
prominent of these reforms was the Gesundheitsrifonngesetz (GRG) of 1988. More 
surprisingly, this very same government also presided over the Gesundheitsstrukturgesetz 
(GSG) four years later - a reform package that fundamentally challenged and 
permanently altered the organizing principles it had so long defended. 

German Federalism 

German federalism has traditionally been of a functional nature, dating back to the 
unification of Imperial Germany. It was rooted in a desire for uniformity of conditions 
across Lander and a unitary approach to economic and international affairs at the 
federal level but counter-balanced by administrative autonomy at the Land' level 
(Lehmbruch 197 8). In post-war Germany, the reconstruction of federalism was 
"concerned less with the decentralisation than the deconcentration of political power 
among different institutions of government. It was primarily a post-dictatorship device 
for the dispersal of powers in a country emerging from the arbitrary abuse of central 
power in the Third Reich." (Jeffery 1999:133; original emphasis) . This 
characteristically interlocking nature (Politikveiflechtung) of German federalism is the 
result of three main institutional features: the functional division of powers between 
the federal and Land governments, the highly integrated system of taxation and fiscal 
transfers, and the significant role of the Bundesrat in parliamentary politics 
(Katzenstein 1987; Wassener 2001). Together, these three institutional characteristics 
lead to "a relatively high degree of political consensus and stability between the 
various levels of government. But the complex consensus mechanisms also tend to 
obstruct policy initiatives aimed at solving the complicated problems that are most 
likely to be found in the welfare system." (Wassener 2 00 1:71). 

33 



Ph.D. Thesis, V. Bhatia 
Department ofPolitical Science, McMaster University 

Although the Basic Law of 1949 lays out a broad range of independent jurisdictional 
competencies for both the federal and Land governments, German federalism quickly 
evolved into a system of functional interdependence. The result is that the federal 
government is responsible for the majority of policy-planning and policy-making 
authority, while the Lander are responsible for the administration of virtually all 
federal policy. The Lander do retain some exclusive competencies, but these are 
limited in number and scope (Altenstetter 197 4; Jeffery 1999; Roberts 2000). 

The majority of health-related responsibilities reflect this functional interdependence. 
The federal government regulates statutory sickness insurance, which is the 
cornerstone of Germany's health care system, through the Sozialgesetzbuch V (SGB V). 
In addition to establishing the basic principles of the health care system, the SGB V 
also governs corporatist relations amongst key insurance and provider groups (which 
will be discussed in more detail in the next section). The bureaucracy of the federal 
Ministry of Health is responsible for ensuring corporatist bodies fulfill their statutory 
obligations at the national level. At the state level, Lander governments are responsible 
for supervising contracts between providers and insurers within their respective Land, 
for maintaining hospital infrastructure, for public health-related services, and for the 
education and training of health prof~ssionals (European Observatory 2000) . Policy 
integration and coordination between the two levels of government occurs through 
hundreds of intergovernmental committees and agencies, giving Germany its peculiar 
form of 'cooperative federalism' (Altenstetter 197 4; Katzenstein 1987; Roberts 2000; 
Wassener 2001). 

Fiscal federalism further complicates the interdependent nature of the relationship 
between the federation and Lander. Differential tax bases in each Land necessitate a 
system of horizontal- equalization payments in which tax revenues are redistributed 
from the richer to the poorer states. Vertical transfer payments are also made directly 
from federal government revenues to poorer Lander. Although these transfers are 
neither conditional nor targeted toward certain programs or services, there is an 
implicit expectation that the resources will be applied toward equalizing the standard 
of living across all Lander. This expectation is grounded in the constitutional 
requirement in the Basic Law for uniformity of living conditions across the nation 
(Jeffery 1999; Roberts 2000). 

Perhaps the most important of the institutions of federalism for health care policy is 
the Bundesrat. Federal bicameralism - that is, the representation of constituent states 
in a second legislative chamber - is the underlying principle of the Bundesrat, whose 
delegates are nominated by and represent Land governments at the federal level 
(Briiuninger and Konig 1999). Unlike many upper chambers, the German Bundesrat 
has a great deal of power and influence in the legislative process. It has the authority 
to provide input and give opinion on draft legislation before the legislative process of 
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approval begins; it has an absolute veto over any legislation that has direct impact on 
the powers or finances of the Linder; and it has a suspensive veto on all other 
legislation (Roberts 2000).5 Given the functional distribution of powers in the 
federation, the Lander governments that constitute the Bundesrat can exercise an 
absolute veto authority on more than half of all legislation proposed in the Bundestag 
(Jeffery 1999; Sturm 2001 ). In the health sector, this veto includes legislation dealing 
with hospital planning and financing issues, which are primarily Land responsibilities. 
However, because the federal government retains an interest in regulating hospital 
services under the aegis of the GKV and the relationships between service providers 
and insurers, hospital sector reforms have generally been among the more protracted 
intergovernmental policy concerns. In the words of one Land Minister, "It is the Land 
governments, not the federal government, that are the whipping posts if a hospital is 
closed somewhere or hospital beds are reduced" (as cited in Rosewitz and Webber 
1990:308). As a result, reforms to hospital planning and services have been made 
through legislative packages and processes separate from other health sector reforms, 
and much more incrementally incorporated into the broader regulatory framework 
governing the health system (Dohler 1995). 

Partisan politics further complicate the interdependence of the Bundesrat and 
Bundestag. The party system at the Land level mirrors the federal party system: it is 
largely dominated by the main federal parties, but also supports parties with limited 
regional support bases (Jeffery 1999; Roberts 2000:80). 6 Party memberships and 
programs of the Land and federal levels are often shared, and reflect a federalized 
organizational structure. Due to the high degree of integration between Land and 
federal party organizations, elections at the Lander level are generally viewed as 'mid
term' elections in national politics (Gabriel 1989:69). There is a strong tendency for 
voters to express their dissatisfaction with the federal governing coalition by voting 
against it at the Land level. Therefore, the party in opposition at the federal level 
tends to win more seats at the Land level and is more likely to dominate the 
Bundesrat (Gabriel 1989; Silvia 1999). AB a result, the two chambers are often 
dominated by opposing parties or coalitions of parties, as was the case from 1970 to 
1982, when the SPD-FDP coalition in the Bundestag was faced with a CDU/CSU 
majority in the Bundesrat, and the reverse was true from 1990 to 1998 (Sturm 2001 ). 

5 A suspensive veto means that a Bundesrat rejection of a piece of legislation can force the issue 
back to the Bundestag for a second vote. The Bundesrat's rejection can be overruled in the Bundestag by 
a two-thirds majority vote in support of the legislation. An absolute veto is exercised by the Bundesrat on 
specific issues by virtue of a simple majority opposing the legislation. Constitutional amendments require 
two-thirds majority support in both chambers. (Brauninger and Konig 1999) 

6 The fragmentation of federal-Land party organisation and support is noticeably greater since 
German reunification in 1990 (Jeffery 1999). 
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Despite the marked potential for reform gridlock that is institutionalized in the 
bicameral and often partisan structures of German federalism, the Lander-dominated 
Bundesrat has refrained from exercising its veto in the vast majority of cases. Although 
the numbers of bills that were vetoed and subsequently sent to mediation were highest 
during the years of opposing majorities, even during these periods, the numbers of 
bills that were ultimately defeated were rather small, ranging from between 2.5% to 
5.7% (Sturm 2001). 

The fact that most Bundesrat decisions do not explicitly fall along party or territorial 
cleavages is explained by the consensual style of politics that is demanded by both the 
institutional structures of the German polity as well as by its popular political culture 
(Jeffery 1999; Silvia 1999). The negotiation of partisan disputes occurs through a 
number of venues, including high-level bipartisan talks between senior politicians, 
bipartisan working groups on various issues, and informal consultations between 
federal ministers and Land politicians (Braunthal 1998). An informal 'grand coalition' 
of parties and federal and constituent governments is involved, through the Bundestag 
and Bundesrat, in the drafting of virtually all legislation as well as in the legislative 
approval process. This de facto unanimity rule for decision-making leads to a 
bargaining style of policy making that very often results in sub-opt imal or limited 
incremental policy change (Jeffery 1999; Scharpf 1988). It is typically dominated by a 
small number of actors and, because it is done behind closed doors, is generally not 
held to public scrutiny and accountability. The public discourse that accompanies this 
style of policy-making is augmentative - it is usually one-way, constructed by policy 
elites and directed toward the public. Furthermore, it is either rhetorical or 
instrumental, aimed at reinforcing or justifying existing policies to the electorate, 
because more often than not, substantive changes are ruled out under the unanimity 
constraints of bargaining. 

In the health sector, a bargaining style of decision malting has been strongly 
implicated in the watering down or failure of many reform proposals during the 1970s 
and 1980s, in hospital services as well as other health sectors (Rosewitz and Webber 
1990) . This resistance to reform did not necessarily follow party affiliations, as 
evidenced by the fact that several of these reforms originated during a period in which 
the CDU/CSU-FDP dominated both the Bundestag and Bundesrat. In fact, much of 
the bargaining was done within parties to bridge territorial differences which, due to 
the centrist ideological positions of the two largest parties, often loomed larger than 
partisan ones (Braunthal 1998; Webber 1992). 

In contrast, the much more substantial reforms imposed by the 1992 GSG came 
about during a period of opposing majorities in the Bundesrat and Bundestag. 
Notwithstanding the relatively narrow ideological gap between parties, an even greater 
potential for partisan stalemate between the two chambers might have been expected. 
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As Braunthal ( 1998: 159) notes, much drama "is staged to convince the public that 
each party has the right answers to pressing issues and that it is most competent to 
govern after the next election." Therefore, it is not surprising that the SPD put 
forward a strong united front in the Bundesrat to oppose the government's initially 
proposed legislation, and launched a credible challenging discourse . What is 
noteworthy is that the two sides were able to find agreement on significant structural 
changes to the health system that had been invariably emasculated in earlier reforms. 
In the past, agreements within the 'grand coalition' of political parties and 
governments had resulted in lowest-common denominator policies that focused on 
making adjustments to the existing arsenal of policy instruments -what Hall ( 1993) 
refers to as first order change. The GSG was a different magnitude of policy change 
that was highly exceptional and unexpected in the particular configuration of 
institutions of German federalism. A number of analysts have explained this surprising 
outcome by pointing to the diminished role of powerful interest groups from the 
decision making process of the GSG (Manow 1994; Dahler and Manow 1995). The 
role of key actors in the corporatist structures of the German health care system will 
be examined next. The details of the process leading to the GSG will be explored in 
the next chapter. 

Corporatist Self-Administration: Insurers and Physicians 

In addition to the state, the central actors in the health care system are physicians 
(who are the primary providers of services) 7 and insurers (who are the primary third
party payers). Each of these actors are organized into self-governing associations that 
are delegated the authority for ongoing implementation of health policies, with very 
little direct state intervention. 

Self-administration takes the form of three different types of regulatory activities in 
the health sector (Alber 1992a: 157 -8). The first is regulation by autonomous 
associations of physicians and insurance funds of their own members. The state grants 
the associations of office-based physicians (the Kasseniirztliche Vereinigungen - KV, and 
their federal peak association, the Kasseniirztliche Bundesvereinigung - KBV),8 and 

7 Hospitals, the other large group of providers within the statutory sickness insurance scheme, 
are not recognised as public law bodies but do have legal status to enter into contractual relations with 
bcith physicians and insurance funds. However, since hospital service contracts involve a number of other 
actors as well, including Land and local governments, they are not typically characterised as corporatist 
relations (Giaimo 1995) · 

8 Physicians as a group are by no means united. In addition to the associations of office-based 
physicians who provide insured health services are voluntary associations of private-practising physicians 
(the Hartmannbund), and hospital physicians (the Marburgerbund). These latter two associations have 
often been at odds with the KV and the KBV (Burau 200 I; Giaimo 1995; Stone I C:BO). 
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associations of insurance funds,9 the authority to set fees on behalf of their members . 
In the case of the KV, this authority extends to collecting and disbursing payments to 
their members for their services. In order to be paid for insured services, physicians 
must belong to a KV. In addition to setting fees , both the KV and the insurance fund 
associations oversee the conduct of their members and ensure that they abide by 
collective agreements. 

The second form of self-administered regulatory activity is the negotiation of service 
contracts between associations of physicians and insurance funds. These negotiations 
take place within the parameters of federal law (the SGB V), and include issues of 
payment and volume of services (Alber 1992a; European Observatory 2000; 
Schneider 19 91). 

The third, and perhaps most important, type of regulatory activity is the collective 
authority of both types of associations for managing the system. In contrast to 
contract negotiation which tends to be confrontational, this last activity is more 
consensual and oriented toward collective problem solving, above and beyond the 
material interests of individual groups (Alber 1992a: 15 7 -8) . Tbis colle.ctLv:e_decision
mald~g is in~~i!~~onalize~ in t~~I!l_.QLnumerous state and federal committees of 
physician and insurance fund representatives that monitor eve hi~ from se:ryice 
contracts to fee -sd1eclules to national expenditure patterns and targets (Schneider 
1991 ~- · Furthermore-;- -government officl"als cons~~~grOtiQSm poh formulation 
and development, b_e[ore- the-begi-nitii\g-ef- =the-legis~~ocess . Ph _sicia!\Y.__j n . 
particular- carry-a great -deal-of-tnfluence-bml'CWithin-~:he-bureaueracy-as... welLas in 
Parliament, and have "an unofficial status as negotiator with the government on the 
content of hearth careTegislation." (G-i'aimo 1995:361 ). 

In short, the state grants associations the authority and autonomy to regulate 
themselves and to contract with one another to deliver mandatory services, but within 
the parameters of broader public goals and policies (Giaimo 1995; Streeck and 
Schmitter 1985). In this mode of 'private interest government', the state allows 
associations to independently pursue the private interests of their members in 
exchange for the assurance that their members will conduct themselves with 
professionalism and in accordance with the public good. 10 The threat of coercive 

9 Sickness insurance funds are organised into federal peak associations according to the type of 
fund (e.g., the Ortskrankenkilssen are represented by the AOK-Bundesverband) . 

10 Streeck and Schmitter ( 1985: 12) identify the resources these associations have in orderto 
participate: "guaranteed access, compulsory membership and/or contributions, institutionalised forums of 
representation, centralised co-ordination, comprehensive scope, jurisdiction and control over member 
behaviour and delegated tasks of policy implementation," all of which depend on the state, "which must 
be willing and able to use its key resource: legitimate control over coercion and authoritative distribution 
of positions, to promote and/or protect such developments." 
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intervention by the state ensures that associations do not allow broader policy goals to 
be subsumed by the interests of their members (Alber 1992a; Giaimo 1995; Streeck 
and Schmitter 1985). 

These types of corporatist relations have dominated Germany's health sector since the 
early 1900s. Not surprisingly, insurers and providers have been resistant to 
government interventions that would compromise their autonomy or authority, either 
by introducing greater state regulation or by increasing market mechanisms and 
incentives (Webber 1992). State actors themselves have been reluctant to disrupt 
corporatist relations for a number of reasons. First, corporatist governance is an 
important manifestation of the subsidiarity principle, which has particular resonance 
with the Catholic social doctrine of the CDU/CSU and the SPD ideals of 
codetermination and democratization (Dahler 1995; Giaimo and Manow 1999:978). 

Second, corporatist governance relegates many potentially contentious issues to the 
sphere of 'low politics', which Moran ( 1999:40) characterizes as: "the supremacy in 
policy language of a technocratic discourse where concerns with organizational 
efficiency and medical effectiveness [are] the dominant mode; a policy-making world 
dominated by decentralized networks of policy actors drawn, mostly, from the 
oligarchies of public law organizations; and a power structure where the medical 
profession[is] dominant." Government actors are able to avoid or deflect public blame 
for difficult decisions, such as premium levels and service quality, because they are a 
function of managerial processes and technical decisions engaged in by thousands of 
insurers and service providers in highly decentralized organizations {Giaimo and 
Manow 1999; Moran 1999). 

Finally, corporatist governance accommodates the interests of employers and 
employees who are involved in the governance of insurance funds. Thus business and 
labour also have a voice in health . policy issues, which, given the implications of the 
social insurance model for wages, they are not willing to relinquish (Giaimo and 
Manow 1999). 

The health care reforms proposed by the federal government from the 1970s to the 
late 1980s were consistent with this pattern of corporatist governance. In fact, Dahler 
( 1995) and Giaimo and Manow ( 1999) compellingly argue that these reforms 
deliberately strengthened the corporatist order by enhancing the self-administration 
authority of a number of groups, particularly against the dominance of physicians. 
Furthermore, while large-scale structural reforms were difficult, cost containment 
policies that relied on organized interests in the ambulatory care sector for their 
implementation had proven to be relatively successful in the short-term in reining in 
expenditure growth. 
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By the late 1980s, however, the perceptions of a cost crisis in health care were shared 
by many government and societal actors. Much of the blame for the problems was laid 
at the door of corporatist actors who were accused of failing to abide by past 
agreements and of sacrificing the public good in pursuit of their own interests. The 
government used these arguments to justify a radical shift in the t raditional policy 
making process. In drafting the GSG, the government, led by the Minister of Health 
"adopted a policy of disassociation particularly from the medical and dental health 
care organizations ... The tradition of negotiating agreements between policy makers 
and the health care organizations ... was continued on paper. However, in practice it 
was effectively discontinued ... " (Blanke and Perschke-Hartmann 1994:237). The 
result was a set of reforms that not only excluded powerful groups in the formulation 
stages, but also allowed the government to intervene in corporatist self-governance to 
an unprecedented degree. Blanke and Perschke-Hartmann ( 1994) and others (for 
example, Dehler and Manow 1995; Manow 1994) explain this phenomenon as the 
result of a confluence of external factors (economic crisis) and changing motives 
within the health system. However, what led to the changing motives and selection of 
the specific new strategies remains unexplained. 

Summary 

The preceding sections have explored the institutional explanations for the 'policy 
imobilisme' that was so typical of German health policy from the 1970s to the early 
1990s. None of the institutional factors explored - coalition governments, federalism 
or corporatist governance - appear to come adequately to terms with the major 
structural reforms heralded by the GSG legislation in 1992. Although all of these 
factors very clearly did have a direct impact on the policy process, there were no 
obvious realignments or changes in the institutional structures governing the health 
care system that might logically explain a shift in the dominant policy paradigm. For 
the most part, it was politics as usual but in late 1992, with very unusual results . The 
GSG brought a shift in the sectoral policy paradigm that had governed the health care 
system for over a century. Not only did it challenge the organizational principles of 
the system (self-administration and subsidiarity), it also altered the interpretation of 
the solidarity and structured membership principles that were the foundations of the 
sickness insurance system. 

The most suggestive clue to a deeper explanation comes from the decision of the 
government to take a more interventionist strategy. What motivated the government 
and opposition to pursue this approach? In the next chapter, we examine in more 
detail the processes and events leading to the GSG, and suggest that a gradual shift 
occurred in the perceptions of the nature of the policy problems in the health care 
system. These changes are explored through the policy discourse in which policy 
actors were engaged, using the framework developed in Chapter 2. 
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Chapter 4 

The Reform of Statutory Health Insurance: 
Beyond Incrementalism in Germany 

The 1992 Gesundheitsstrukturgesetz represented a major departure in German health 
politics in two ways. First, it came about despite the institutionalised 'reform 
blockades' that had plagued the system for decades. Second, it resulted in significant 
changes to the dominant policy frame that governed health policy. The opposition 
SPD and its supporters put forward a challenging discourse that became instrumental 
in shifting the problem definition concerning health care from the need to contain 
costs to the need to protect and enhance the core principle of social insurance: 
solidarity. 

This challenging discourse reinforced solidarity as a fundamental principle of the 
system, but argued that the cost explosion in the system was compromising solidarity 
by raising premium levels and resulting in greater premium differentials between 
Arbeiter and Angestellte funds. Drawing on facts and figures to bolster the argument, the 
SPD additionally argued that the government's attempts to address costs were 
diminishing solidarity further by raising and adding new user charges. This challenging 
discourse persuasively used the language of crisis to emphasise the extreme severity of 
the problem and demand substantial restructuring of the system rather than 
incremental reforms. The SPD, widely perceived to be a strong and genuine 
proponent of social democratic values, provided a credible alternative for reform of the 
GKV system that was both politically feasible and consistent with the principle of 
solidarity. This discourse created both an opportunity and an imperative for the ruling 
coalition government to take unprecedented action on health reform. After decades of 
impasse, the GSG legislation was crafted, partisan negotiations were held, and the 
reforms passed into law within a few short months. 

The following sections of this chapter will develop this argument in more detail. First, 
the dominant policy frame prior to the GSG reforms will be described and early 
reform attempts analysed. These attempts, it is argued, were largely incremental in 
scope and accompanied by instrumental discourses that did little to change the 
underlying dysfunctional structures of the system. Next, the 1988 .Gesundheits
Refonngesetz will be examined. The GRG was widely believed to have been a failure in 
addressing the rising costs of health care. Nevertheless, this failure created a window 
of opportunity in which the SPD's challenging discourse was invoked and given 
impetus. Finally, the debates leading up to the 1992 GSG reform will be analysed 
using the discourse framework developed in Chapter 2. In this section, the SPD's 
challenging discourse will be elaj:>orated, as well as the conditions which made it 
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successful in shifting the dominant policy frame animating the statutory health 
insurance system in Germany 

Health Reforms From 1970-1985: 

The Dominant Policy Frame and Problem Definition 


The early 1970s were a period of rapid economic growth in Germany The policy 
paradigm that had long dominated the German health care system - based on the 
principles of self-administration, subsidiarity, solidarity, structured membership, and 
benefits-in-kind- continued to thrive. However, the stagflationary shocks of 1974-75 
- sustained levels of high unemployment and high inflation - quickly turned the 
expansive economic climate sour, resulting in increased pressure on the state to 
intervene to curb the rising costs of health care. 

As in many industrialised nations with maturing welfare states, rising health care 
expenditures prompted numerous German governments to try to rein in costs 
beginning in the 1970s. From 1970 to 1985, Germany's health expenditures as a 
proportion of GDP rose from 6.3% to 9.3% (see Table 5 1) Due to the social 
insurance structure of health system financing, concerns with health costs were not 
focused on overall expenditures as a proportion of GDP, which rose only 1% from 
1970 to 1975 Rather, cost containment of health expenditures was viewed as an issue 
of wage costs, which rose much more dramatically in the same period (European 
Observatory 2000; Moran 1999). Between 1970 and 1975, average premiums rose 
from 8.1% to 11.2% of wages and then more slowly to 2.9% by 1989 (Alber 1992b; 
Behaghel1994). 

Tabl~ 4.1. Germany- Health Expenditures as a% of GOP 
Source 1970 1975 1980 1985 1990 1995 1998 

Public 4.6 6.9 6.9 7.2 6.7 8.0 7.8 

Private 1 7 1.9 1.9 2.1 2.0 2.2 2.5 

Total 6.3 8.8 8.8 9.3 8.7 10.2 10.3 
Source: OECD 2001 

These cost increases triggered perceptions of a 'cost explosion' among policy actors, 
and many advanced the view that the health care system was quickly reaching the 
limits of sustainability (Bandelow 1998; Lamping 1994) The increase in premiums 
had begun to alarm both workers, whose incomes were being whittled away through 
stagnant wages and rising premiums, as well as their employers, who feared their 
international competitiveness would be compromised as a result of rising wage costs. 
A primary cause of the problem was felt to be the weakness of the corporatist self
governance structure of the system. Physicians, in particular, were singled out for their 
apparent inability or unwillingness to curb their high and rising incomes and 
expenditures. Hospital services were also consuming increasingly large~ portions of 
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overall health expenditures. Although this latter change was due in part to a deliberate 
strategy to increase hospital capacity, there were also concerns that poor economic 
management and weak incentives for efficiency were inherent in the highly 
decentralised negotiations between insurance funds and local hospitals (Altenstetter 
1980; Dehler 1990). Finally, as the primary payers, many GKV fund representatives 
argued that they lacked sufficient regulatory or structural power vis-a-vis physicians 
and other providers to effectively control overall expendit ures (Rosewitz and Webber 
1990:239-240). 

In addition to the high premium rates in the GKV, almost as troubling was their wide 
variation between different types of insurance funds and across different classes of 
workers . Due to the mandatory distribution of members (the Gliederungsprinzip), 
solidarity was largely confined within certain groups of workers - blue-collar (Arbeiter) 
and white-collar (Angestellte). Without exception, blue-collar workers were required to 
join a designated sickness insurance fund based on job classifications or geographic 
location. All of these Arbeiter funds were part of the GKV system. White-collar 
workers earning above an established salary limit had the choice of a number of 
statutory and private sickness insurance funds. Those within the salary limit had their 
own. statutory funds (the Ersatzkassen) . As a result, insurance funds formed distinctive 
social class and risk profiles in their membership. Members of the Arbeiter funds 
generally tended to have lower health status and more health problems than members 
of the Angestellte funds, with resulting higher levels of service utilisation. In order to 
compensate for differential risks and still offer the full range of mandatory benefits, 
contribution rates varied substantially between funds, ranging anywhere from 8% of 
wages to 16%, for virtually identical benefits (Alber 1992a; Stone 1990; Wysong and 
Abel 1996). The resulting paradox was that, contrary to the principle of social 
solidarity, individuals with the highest 'risk profiles and lowest incomes paid the 
highest premiums (Lamping 1994). 

Instrumental Discourses and the Politics ofAdjustment 

The mid-1970s ushered in the beginning of a series of reforms aimed at containing the 
overall costs of the sickness insurance system. In the 1970 to 1985 period, health 
sector reforms were 'structure neutral,' focusing primarily on attempts to stabilise 
contribution rates and rein in expenditures (Bandelow 1994; Dehler 1990; Perschke
Hartmann 1994; Webber 1989). These reforms introduced an 'income-oriented 
expenditure policy' approach that narrowed the problem definition to expenditure 
management , rather than fundamental structural deficiencies in the system (Lamping 
1994). Governments of different political stripes pursued instrumental discourses that 
justified the dominant policy paradigm, and sought to make only small adjustments to 
reduce or control overall costs. This preoccupation with health costs began what some 
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analysts have described as a "permanent process of law making" on the issue of cost 
control (Schwartz and Busse 1997: 112). 

Cost Containment Through Self-Governance 

The first strategy of the ruling social-liberal coalition to contain costs was to use 
"moral suasion" to appeal to corporatist actors to act more responsibly. GKV fund 
managers complained bitterly about the open-endedness of their budgets, and that 
they had no means to effectively steer or even predict their overall expenditures 
(Rosewitz and Webber 1990). As monopolistic gatekeepers to virtually all health care 
and ancillary services, insurance fund physicians had the greatest impact on GKV 
expenditures. 1 The government called upon physicians to exercise greater restraint in 
their negotiations with insurance funds. Responding to the appeal, and the unstated 
but nonetheless tangible threat of government intervention, physicians' associations 
volunteered to limit spending for ambulatory care in their 1976 contract with 
insurance funds. Spending increases were to be capped at 8% for non-hospital 
services, representing a significant restraint on the 13% to 14% increases seen in the 
preceding two years (Stone 1980: 152; Rosewitz and Webber 1990). 

By 1977, it was clear that this attempt at moral suasion had failed to have lasting 
impact on overall costs. It became difficult for the government to remain on the 
sidelines, as perceptions of serious problems in the GKV became widespread among 
government officials and societal groups (Rosewitz and Webber 1990). However, the 
implementation of cost control mechanisms which would involve the government 
directly were considered an anathema to both state and societal actors, given the 
institutionalised traditions of self-governance and subsidiarity. Although the SPD was 
willing to consider mechanisms to keep the incomes of physicians more in line with 
national average wage increases, FDP members of the governing coalition, as well as 
the opposition CDU/CSU which controlled the Bundesrat, were adamantly opposed 
to any such changes. Moreover, the government had little appetite for engaging in a 
very public and unwinnable conflict with physicians, who, with the backing of the 
CDU/CSU, had already begun to mobilise in opposition to planned reforms (Rosewitz 
and Webber 1990:243). 

1 Insurance fund physicians have a monopoly on the provision of medical services to GKV 
clients because insurance funds can only contract with this group of physicians; statutory insurance funds 
are prohibited from arranging service provision with physicians who are not members of the KV. As 
gatekeepers to the system, physicians are directly or indirectly responsible for prescribing a broad range of 
health related services, including prescription drugs, hospitalisation, rehabilitation, assistive devices, etc. 
Most of these services require a physician 's authorisation in order to be considered medically necessary 
and therefore paid for by statutory sickness insurance. 
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~Instead, the government introduced reform legislation in 1977 that was a compromise 
with both the FDP and the CDU/CSU. The Krankenversicherungs-Kostendiimpfungsgesetz 
(KVKG - Sickness Insurance Cost Containment Act) had the primary objective of 
shifting toward an 'income-oriented' expenditure policy, particularly in the 
ambulatory care sector. It represented an instrumental _discourse aimed a~~tabilising 

~QQtribution rates for_~ickness insurance wlthiT\tl\e dqmlnant_p.cl.icy_paragigm. - 

The KVKG initiated new and increased Selbstbeteiligung- user charges - that were a 
concession to the market-oriented ideals of the FDP and key groups within the 
CDU/CSU (namely, members of the CSU and the economic wing of the CDU) 
(Dohler 1990). They were intended to proffer a normative ideal as well as having an 
instrumental purpose. Supporters believed that user charges would enhance solidarity 
by increasing the moral accountability of users for their (mis)use of the system. At the 
same time, user charges were an immediate cost containment measure: they would 
raise funds to defray costs for prescription medications, some dental services and for 
health-related transportation costs. Although the effectiveness of user charges in 
defraying system costs was uncertain, they were an important symbol of the normative 
value of individual responsibility (Dohler 1990). 

The reform also focused on strengthening and expanding existing corporatist 
structures in the health system. Instead of pursuing structural reforms, the 
govern~_attempted to rebalance the bargaining power of d~ferent ~ctors in the 
~-- - ~- - ---- --- --

.- sys~em._p~~-~a~ur of the les~~e_!_ organise~ and ~herefore less influential, 
asso~~atio_ns__uUnsurance Jw:_tds (Dohler 1995). 'J'he KVKG requir~d that all new 

- contracts between insurance funds and provider associations include a prospective cap 
on tqtal expenditures --ii1ffiree-sector s:physlcfans' --servTCes,- dentists' ~ervices and 

. QI~_c_x:ip_ti{;n·(frus -(Rosewhz and Webber 1990; :Stone 080). The caps were to be 
tied to average wage increases and other economic indicators. Recommendations 
abou he cise level of the caps were to be the urview of a newl~p_pointed~ 
the Kanzmim im Gesundheitswesen KA.i.G - the Concerted Action in Health 
The Committee . Finall , the KVKG included mechanisms to increas-;~ 

' 	accounta ility of physicians for the prescription drugs and diagnostic tests they 
prescribed (Altenstetter 1980; Hurst 1991; Murswieck 1985). 

The creation of the KAiG was a significant element of the KVKG reform. This new 
committee reinforced the structural principles of the health policy paradigm that had 
dominated Germany for decades: namely subsidiarity and self-governance. Moreover, 
it was the result of partisan compromise, which is inherent in the workings of 
Germany's governing institutions. The KAiG was the brainchild of the opposition 
CDU/CSU, which exerted the force of its majority in the Bundesrat to push for the 
creation of the committee in the KVKG. It reflected the essence of corporatist 
governance and comprised about 60 representatives from all groups involved in the 
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health care system, including insurance funds, physicians, nurses, dentists, 
pharmacists, pharmaceutical manufacturers, hospitals, trade unions, employers, and 
governments from the federal, Land and local levels. In the expectation of resistance 
from a number of key players to the expenditure caps (particularly physicians), the 
government si nailed through the creation of the KAiG that it was not interested1n 
acttvely intervening in the ealth sector. Instead, it would co-opera e rpora!:!§t 

. actors to facihtate 'business as usual', albeit with some specific goals. The health 
ministe~ at the time stated that the creation of the KAiG demonstrated the 
willingness of the state to co-operate, and reassured participants that the KAiG was 
"not contradictory to the principles of self-governance" (Ehrenberg, as cited in Dahler 
and Manow 1995:40). As a means to rein in expenditures, however, the KAiG was 
not particularly successful. Its non-binding recommendations for expenditure targets 
carried very little weight in the negotiation of contracts between insurance funds and 
physicians. ~rthermore, Land ..z?Vernments disputed the constitutionality of any 
rec_ommendations of the KAiG concernin!L hospital services, whichfall under theg:_, 
constitutional 2urvie~ces 4 eptesented--alarge prOQOrtion of rising 
QCpenditures, and had -to be dealt with in se arate le islation (Altenstetter 1980, 
198~J2s>_bleLl2.25-)-. 

By late 1979, physicians ' assoctatwns abandoned their voluntary restraints on 

ambulatory health care expenditures, which had once again begun to increase at rates 

above the growth in wages and GDP (Lamping 1994; Rosewitz and Webber 1990). 

Just prior to its dissolution in 1981, the social-liberal government introduced the 

Krankenversicherungs-Kostendiimpfungs-Ergiinzungsgesetz (KVEG) to expand upon its 

reforms in the KVKG. Consistent with an instrumental discourse, the KVEG focused 

on fine-tuning the settings of policy instruments. It included increases in user charges 

and greater controls on the price of prescription drugs. The federal health minister 

also hinted at controversial plans to introduce a legislative cap on the incomes of 

physicians and dentists, as well as structural reforms to address the troubling 

inequalities between different types of GKV funds (Pershcke-Hartmann 1994:54). 

However, before the Minister's resolve could be tested, the FDP, historically an ally of 

physicians' groups, defected from its coalition agreement with the SPD, resulting in 

the dissolution of the government. A new government was formed by the CDU/CSU, 

with the FDP as the junior partner (Rosewitz and Webber 1990). 


2 Until 1990, the Bundesministerium fiir Arbeit und Sozialordnung (BMAS) -the Ministry of Labour 
and Social Affairs- was responsible for health policy. In 1990, a separate Bundesministerium fiir Gesundheit 
(BMG - Ministry of Health) was created. For convenience, the BMAS Minister will hereafter be referred 
to as the health minister, and the BMG Minister will be referred to as the Minister of Health. 
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Strengthening Eigenverantwortung and Reducing Demand 

In late 1981, the CDU/CSU returned to ower after a 12- ear absence. In coalition 
~wit the FDP, the_new go':'_e~me_!lt purst:ed_a:' aggressive cost-containment strategy 

under the emerging Standort Deutschland rubric- that is, concern for the competitive 
position of Germany within the international economy (Lieberman 2000:31 ). 
Furthermore, the Christian-liberal coalition espoused a normatively conservative 
approach to the welfare state, which it laid out in its 1983 Sozialbericht to the 
Bundestag. In light of the challenges posed by projections of weak economic growth, 
population ageing, and problems within the institutional structures of the social 
insurance systems themselves, the government foresaw a need to rebalance the 
principles of solidarity and subsidiarity. This instrumental discourse was used to open 
up the possibility of introducing new policy instruments by pairing the concept of 
solidarity with subsidiarity more explicitly. The government recognised that in a 
modern industrialised nation, "the collective responsibility for the major risks of life, 
such as unemployment, old age, illness and accident, is essential." However, it argued 
that this solidarity had to be accompanied by a strengthening of societal capacity and 
initiative promoted by another, related principle: subsidiarity. "Solidarity and 
subsidiarity belong together in a balanced relationship" (BMAS 1983:7). 

True to its Christian conservative ideology, the government focused in on individual 
and community as the primary sources of social support, with the state a distant third: 

The understanding and behaviour of individual members of each solidarity 
community must be impressed with the awareness that the community cannot 
pay for all personal risks, and that whether the insurance system remains 
affordable, efficient, effective, and accessible depends on his or her own 
actions. Collective responsibility, individual initiative and appropriate foresight 
must be given renewed importance. Families, neighbours, other social supports, 
support and self-help groups, as well as social service providers can be more 
appropriate and accountable to the needs of citizens than large and 
anonymous institutions can possibly be (BMAS 1983:7). 

The Christian-liberal coalition committed itself, "over the next few years, to give 
priority to financial stability in the statutory health insurance system and to improve 
their economic efficiency" (BMAS 1983:20). 
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instruments as cost-sharing arrangements and user-charges (Dohler 1991; Perschke
Hartmann 1 994) . 

In these respects, the new government's instrumental discourse stressed 
Eigenverantwortung (individual responsibility) as an important component of the 
Subsidiaritiit principle. Individuals were to be responsible for doing their share to 
contain health care costs. Accordingly, the government increased patient cost sharing 
and at the same time reduced some benefits in the Haushaltsbegleitgesetze (Budget 
Amendment Acts) introduced in 1983 and 1984 (Altenstetter 1989; Bandelo~ 
Dahler 1990; Lamping 1994). Each -~acted progressively larger user-charges for 
various services within the catalogue of benefits . They included ~r higher chaTges- _ 
for prescriQ!ion drugs, hospital stays, medical devices_ar~.d dental care (Hurst 1991 ). 
The ~vernment justified these measures a~~~_for-a:verti-ng-the impending 
"f!nanclai collapse of d\e social insurance sy._stenL'_(.BMASJ 986:6). ---... 

Both laws had only short-term effects in stabilising exe_enditures in the GKV. By 
·1984, health expenditures in the GKV had again begun to rise faster than the GDP. 
The government expected that in 1986, the average premium contribution rate would 
be 12.2%- the highest level to-date. Talk of crisis and looming disaster was rampant 
in the political discourse surrounding health care. The SPD referred to a "cost 
explosion" in the GKV that the government had been negligent in addressing. The 
health minister declared that, in the face of the "tidal wave" of rising premiums, the 
stability of insurance contributions was of highest priority (Deutscher Bundestag 
1984:7097-8). Recognising that past cost containment measures and reliance on 
corporatist administration had been effective only in the short-term, the government 
committed itself to addressing the "structural problems" of the system (BMAS 
1986:31-32). Thus the stage was s-et for the GRG of 1988. 

The Gesundheitsreformgesetz 1988: Instrumental Discourse and Incremental 

Policy Change 


Despite the government's rhetoric about major structural reform, the GRG only 
reinforced 'business as usual' in German health politics. The process leading to the 
GRG was the embodiment of institutional decision traps that had made health reform 
virtually impossible in the past. Ihe governmen.C~r~f-er-m-pl-a-Ils-wer.e___xvatered down 
by the demands of institutionall owerful actors, namel Land overnments 

-~resente 1 Bundesrat and cor oratist rovider ro . Furthermore, the 
ideological weaknesses in the CDU/CSU-FDP coalition were magnified, since the 
health reform debate forced core social norms and principles of the dominant policy 
paradigm to the forefront. The ruling coalition, under the leadership of health 
minister Norbert BlUm, redeployed its instrumental discourse about the need for cost 
containment in the health care system to protect and enhance the core principle of 
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within-group solidarity. The cognitive elements of this discourse focused on 
traditional policy instruments rather than new ones. 

However, in the later stages of the policy making process leading up to the GRG, there 
began a subtle shift in the accompanying discourse. The minister, frustrated by the 
strident opposition he encountered, openly questioned the integrity and willingness of 
corporatist groups to genuinely tackle the problems of the health care system. By 
doing so, he drew attention to the failure of the subsidiarity principle in addressing 
the problems of the health system. The SPD and its allies emphasised this particular 
failure, and built an argument about the need for deeper structural rather than 
incremental reforms. Thus, the problems with the GRG provided an opening for the 
SPD to promulgate a nascent challenging discourse in which a more 'balanced' 
approach to subsidiarity - with stronger representation of labour, insurers and other 
providers - was key. Once the seeds of this discourse had been planted, later 
developments gave the SPD the impetus it needed to more openly and effectively 
challenge the dominant paradigm. 

The Dominant Policy Frame circa 1985 

From its formation in 1982, the Christian-liberal coalition government promulgated 
the view that the problems of the health system - namely, high costs and rising 
premiums - were the result of inefficiencies in the system and of weak economic 
incentives for the actors within it. However, health minister Norbert Blum made clear 
that his government was committed to the corporatist structure of the system: 

But the search for a system that is self-managed and thereby avoids relentless 
encroachment by the state - this search we cannot abandon. The more that 
internal controls can be created, the more that self-governance elements can 
integrated into social policy, the more immune the system is from 
manipulation, from the ambitions of lawmakers ... (Blum 1982, as cited in 
Lauer-IGrschbaum 1994). 

In 1985, Minister Blum promoted an instrumental health reform discourse in which 
he laid out "Ten Principles" that would guide the adaptation of the health system. 
The minister focused on the economic shortcomings of the health insurance system 
and the need for greater financial stability. He suggested that reallocation of resources 
to priority areas, greater efficiencies in the system, and a focus on macroeconomic and 
social indicators would remedy many of the system's ills, including its rising costs 
(BMAS 1985:8). Blum's principles for reform converged on adjustments to existing 
policy instruments without challenging the underlying principles of the system itself. 
The minister stressed the importance of the normative principles of solidarity and 
subsidiarity and committed to stand by them: 
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Collective risk-sharing remains the grounding principle of statutory sickness 
insurance. In future, the strengthened principle of subsidiarity must take its 
place alongside the principle of solidarity. This does not mean that social risks 
are to be privatised, but rather: 
• 	 That the collective provisions of statutory health insurance should be 

limited to what is genuinely socially and medically necessary; 
• 	 That self-governance in statutory health insurance should be strengthened, 

and the divisions between the state and the self-governed social insurance 
system be more clearly drawn. (BMAS 1985:8) 

Bliim implied the cause of the expenditure problems was the lack of incentives for 
providers and users of the system to act responsibly. He suggested that the public and 
providers needed to be more aware of and responsible for the costs of health care 
(Deutscher Bundestag 1985a). In keeping with the principles of solidarity and 
subsidiarity, he proposed to strengthen the accountability of all parties by (a) 
increasing the transparency of planning and decision-making by corporatist actors; (b) 
enhancing the accountability of providers and insurers by increasing market 
competition and using scientific evidence to determine which services should be 
provided; and (c) placing greater responsibility on beneficiaries for their own health 
status and for the costs of marginally beneficial services (BMAS 1985:8-10). There 
was no mention of changes to corporatist governance or restructuring of the GKV 
system itself. On the contrary, Bliim pointed out that he was offering his co-operation 
to corporatist groups to address the problems of the health care system (Deutscher 
Bundestag 1985a). He endorsed the dominant policy paradigm and its principles by 
acknowledging that "the accountable and independent self-governance in the 
autonomous governing bodies of health insurers, physicians and hospitals, as well as 
in other health professions .. . " and "the structured membership of the social insurance 
system, in which the principle of collective community was anchored," were 
indispensable foundations of the health care system (Deutscher Bundestag 1985b ). 

In its annual report, an influential expert economic advisory group to the government 
gave further credence to the government's position on health care. The advisory group 
attributed a significant portion of the rising costs of health care to the lack of 
appropriate financial incentives for all participants in the system to behave 
responsibly, and recommended the government consider strengthening such incentives 
by introducing market-oriented elements as part of its reforms (Deutscher Bundestag 
1985c). The report resonated particularly well with the business wing of the 
CDU/CSU and the FDP members of the governing coalition. Representing the FDP in 
the Bundestag, MDB Julius Cronenberg agreed that the best way to encourage people 
to act responsibly would be to "motivate them through their pocketbooks" (Deutscher 
Bundestag 1986: 15956). 
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Finally, in his opening address to the Bundestag following the 1987 federal election, 
Chancellor Helmut Kohl endorsed his minister's position and reiterated the broad 
parameters of his government's plans for health care: 

Among the urgent problems in social policy is the reform of our health care 
system. Here we face significant structural problems .... We lack incentives for 
efficient and responsible behaviour. Economy is often not rewarded, waste is 
frequently taken too lightly ... We need a major overhaul of social health 
insurance, with the objectives of greater efficiency and sustainable contribution 
rates (Deutscher Bundestag l987a). 

Thus, the government's discourse leading up to the Gesundheitsrefonngesetz was 
primarily instrumental. It reflected a continuation of the policy paradigm that had 
been in place since the beginning of the post-war era. Cost containment would be 
achieved within the existing parameters of the system, through adjustments to 
expenditure targets and strengthening of incentives for greater accountability. 

The Instrumental Discourse ofHealth System Refonn 

Shortly after its re-election in early 1987, the Christian-liberal government promised 
to enact health reform legislation by the end of the calendar year, but continued to 
employ an instrumental discourse. Although it drew on the rhetoric of 'structural' 
reform of the system, the government ruled out changes to the principles of 
subsidiarity and self-governance. Indeed, the Minister lauded corporatist self
governance, particularly in the form of the KAiG, as the only appropriate means to 
effectively manage the system (Deutscher Bundestag 1986: 15954). 

In the summer of 1987, a working group comprising members of the governing 
coalition was struck to prepare a draft plan outlining strategies for reform. Agreement 
on detailed plans proved to be virtually impossible, given the diverse positions of 
working group members, each of whom championed the often conflictine interests of 
their particular constituent groups. For example, the labour wing of the CDU 
(Christlich Demokratischen Arheitnehmerschajt - CDA) argued strongly against any reform 
that would create "unfair benefit differentials" and disproportionately burden workers. 
It opposed "cost containment that was primarily dependent on user charges for the 
insured." Taking direct aim at their coalition partners, the group argued that "those 
who, like the FDP, advocate a market economy and by that actually mean a user-pay 
model that would create additional income sources for providers, . act socially 
irresponsibly." (Kudella 1987: 12) 

In stark contrast, the economics wing (Wirtschaftsrat) of the CDU argued that "more 
direct financing by the insured for specific benefits is, in the interest of greater 
economy in the health care system, urgently needed. This means that a reform of the 
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GKV must not include only regulatory control measures vis a vis so-called service 
providers" (Ruf 1987:13). Furthermore, FDP leader Julius Cronenberg made the case 
that "engaging the material interests of the insured, through socially-adjusted user 
charge regulations, will promote economical use of resources and, above all, more 
prudent concerns regarding their own health. " (Deutscher Bundestag 1987b:208). 

By late 1987, far behind the original schedule, the coalition working group outlined a_ 
-draft reform Ian that was necessaril short on detail, given the lack of conse 
~etween the coalition arties. The Ian proposed Grun siitze - ener pri.ncipl~ for 

reform that would "bind together more tig t y solidarity and individual responsibility 
c-Ln the GKY,.<and through this make possible the unburdening of premium payers and 

e tacklin of new tasks" (BMAS 1987:1). Rather than pointing to substantive 
reform, these principles augmented the normative aspects of the dominant health 
policy paradigm and offered up only selected cognitive elements of the dominant 
paradigm for possible adjustments. 

The draft plan articulated "a new definition of solidarity," which moved discussion 
away from the issue of whom solidarity should include to what scope of benefits should 
be covered. Solidarity defined this way could be used to narrow the scope of benefits 
to only those services that were 'medically necessary' and 'socially responsible' . 
Minister Blum argued that a social insurance system should not have to bear the 
burden of paying for everything that people want, but only for what they need. 

Solidarity [means] one who is ill must be helped. This basic principle is not 
dispensable ... No person should fear that he will not be helped because he does 
not have money; he will receive the best medical care. [But] social health 
insurance will not pay for luxury or petty items. Collective responsibility 
should not be called upon for wants, [only for needs]" (Bliim, BMAS 1987:1): 

Normatively, this approach entailed a reduction in the range and scope of benefits 
that could reasonably and morally be expected of a socially responsible system. 
Cognitive elements of the approach included reference pricing (Festbetriige) 3 for 
prescription medications and assistive devices, which the Minister justified in terms of 
solidarity: "Collective health insurance is for no-one, including providers, an unlimited 
milking machine. Necessary [items] will be paid for, not at any price and not for each 
and every possible alternative ... Solidarity: reference prices pay for what is required." 
(Bli.im, Deutscher Bundestag 1987b: 3255) 

3 Reference pricing establishes a fixed price for a family of products with similar effects. The 
price is based on cost of the most effective and least expensive product available; any other, more 
expensive product is only paid for or reimbursed at the fJ.Xed price, and the patient must pay the 
difference. 
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The Minister also declared that the "health insurance system will be unburdened from 
medically unnecessary benefits." The government would "exclude from the GKV 
catalogue of benefits those . . .items which have limited medical impact or whose daily 
use, if anything, is undetermined" (Bliim, Deutscher Bundestag 1987b), such as spa 
cures, transportation costs for medical appointments, and burial costs. At the same 
time, the government pledged to include coverage for some necessary home care 
services and place greater emphasis on educational and preventative health services 
(Blum in Deutscher Bundestag 1987b ). The minister appealed to the principle of 
~arity to justify these benefit reductions and increases i~aymemO.or_inSt:i:re-d 

services by associating subsidiarit with Ei e.nverantwortung - individual responsibility. 
uK:etne corporatist interest groups that governed the system, he argued, insured 

members of the GKV also had to be accountable for their own health and their use of 
services (Deutscher Bundestag 1987b ). The changes would make people more 
conscious of and responsible for the services they used, particularly those that were 
wasteful or unnecessary (BMAS 1987). 

The new definition of solidarity and the expanded understanding of subsidiarity were 
joined together in the government's main directions for reform. Blum argued that: 
"We seek a new balance between solidarity and individual responsibility; they belong 
together ... Individual responsibility is a part of humane health policy" (Bliim in BMAS 
1987 :2). Furthermore, 

Justice is the new concern of solidarity. And it is for the sake of justice that we 
must ask: Who pays for the social [insurance] system? Otherwise, the system 
will degenerate into a major self-exploitation of premium payers. It must be 
made clear, therefore, which responsibilities the solidarity community of 
premium payers should undertake, and which lie with individuals. lt_is about 
brin in solidarit and individual res onsibilit into a new balance. This is the 
federal government's goal for structural reforms of the GKV. (Bliim 1 
~ 

To avoid the appearance of a one-sided reform that targeted only the insured, 
Minister Bliim acknowledged the need to at least appear to spread the burden of the 
reforms more fairly (Webber 1988). Bowing in part to pressures from his own party's 
CDA (of which he was the chairman at the time) as well as to the opposition Social 
Democrats (SPD), he identified a Solidargemeinschaft- solidarity community- which 
included not only those who paid for and received services (in the more traditional 
conception of solidarity) , but also those who provided services, such as physicians, 
dentists, insurers, and pharmaceutical and medical devices manufacturers: 

All interest groups must bear the burden of proof for their contribution to the 
common good. No one should assume, for oneself or one's group, that what 
they do is enough ... We must not allow the common good to become the spoil 
of interest groups .. . Our modern social system requires a balance between 
burdens and benefits. This is an imperative of social justice. (Bliim 1987). 
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Using this social justice argument, the government announced mandatory price and 
budget controls on service providers, an anathema to provider groups who had 
actively and successfully resisted them in the past. Other cognitive elements of the 
instrumental discourse included efficiency improvements within the parameters of the 
self-governing corporatist system, such as better physician human resource planning, 
reductions in the over-supply of hospital beds, greater price competition in the system, 
and more transparency in the way GKV resources were allocated and used. Premium 
differentials between GKV funds were to be reduced as part of the "modernisation of 
the insurance system," but these reductions were to occur within certain types of 
funds, respecting the principle of structured membership (BMAS 1987). Together, 
benefit reductions, copayment increases, and budget and price controls would amount 
to a total savings of DM14.5 billion. This "preliminary draft" of the government's 
reforms was to be the basis for consultations with stakeholder groups, including health 
care providers, industry representatives, and Land governments. From this would 
emerge draft legislation to be tabled in the Bundestag in the spring of 1988, and 
enacted into law no later than January 1, 1989. 

Rise ofa Challenging Discourse 

The Solidargemeinschaft concept signalled the a new direction in the discourse of 
reform. It created an opportunity for a challenging discourse, based on a still broader 
conception of solidarity, to take hold. First, it implicated and at least rhetorically held 
very powerful groups to account, not only for their own self-interested behaviour but 
also for the lacklustre performance of the health care system. Second, by championing 
the collective good and invoking a Solidargemeinschaft, the Minister initiated debate 
about the central normative elements of the policy ·paradigm governing the health 
system, particularly the nature of solidarity. By doing so, he invited questions about 
the structural inequalities inherent in the GKV. 

Responding to the announcement of the Grundsiitze in the Bundestag, Rudolf DreBler, 
the SPD health policy critic, charged that the government had failed yet again to 
reform structural elements of the system that were responsible for many of its 
problems. 

On the central questions of a structural reform of our health care system 
correction of the biased structures of health insurance funds, the elimination of 
inequities between insurance funds and providers ... , the elimination of unequal 
treatment of different insured groups _:, [the government) simply has no 
answers or only inadequate answers (DreBler, in Deutscher Bundestag 1987b: 
3256-7). 
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Instead, DreBler argued, the government had given in to the interests of the powerful 
health lobby, and had resorted to a short-sighted and morally unjust strategy: 
overburdening the poor and ill through arbitrary savings targets and copayments. 
Dre.Bler pointed to the gathering storm of opposition amongst the government's key 
stakeholders - particularly physicians and the pharmaceutical industry - who were 
becoming increasingly vocal in their protest against a reform bill that had not as yet 
even been formally announced. These groups, he observed, would undoubtedly block 
the already limited reform strategies that might adversely affect them, as they had 
done so effectively in the past. 

The pharmaceutical industry was the main target in the government's proposed 
reforms. Given its champions amongst the parties of the governing coalition, 
particularly the FDP, the industry had not reckoned with becoming the prime target 
of cost containment initiatives. It had, until then, successfully resisted government 
attempts to regulate the price of medications, which in Germany were among the 
highest in the world. In addition to the reference-pricing scheme that would force a 
reduction in the price of non-generic pharmaceutical products, the government also 
demanded a one-time DM 1.7 billion 'solidarity contribution' from the industry. 
Industry representatives adamantly opposed- both ideas, threatening significant job 
losses among the 90,000-strong workforce and reductions in research and 
development investments in Germany (Handelsblatt 19 January 1988). The industry's 
preferred cost containment strategy was larger patient copayments to control 
utilisation (BPI 1985; Webber 1989). Physicians, who had been assured by the 
coalition that there would be no "reform against them," were also angered by the 
government's plans (Webber 1989). In a letter to the Minister and association 
members, the head of the KBV wrote that many elements of the reforms plans would 
"regiment, control and encase patients, physicians and the well-functioning self
governance by physicians and insurers, in excessive bureaucracy" (Hau13ler, as cited in 
Bonner Rundschau 13 January 1988). The KBV charged that the reforms would 
thrust deep into the heart of self-governance (Die Neue Arztliche 10 February 1988). 

In response to these criticisms, Minister Bliim blasted 'special interests' for sabotaging 
the collective good in favour of their own gains . He charged: 

Health insurance reform is threatened not by too many choices, but rather by 
the sum of small objections. From many small vetoes emerge the chains of 
immobility ... Today, interest associations must be brought to account for the 
collective good. We need a reversal in the burden of proof. The State should 
not have to justify that it satisfies their interests, but rather, interest 
associations must prove that their demands are consistent with the collective 
good (Bliim 1988a). 
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At times, however, it must have seemed that the criticisms of organised interests were 
among the least of the Minister's worries. Members of the coalition government itself, 
particularly the FDP, publicly expressed their own doubts about the reforms. Shortly 
after it was presented in the Bundestag, members of the FDP made clear that the 
reform proposal was, in their view, far from ideal. Aligned with its key constituents, 
the FDP distanced itself from the proposal, referring to it simply as a 'discussion 
paper' that required further work, rather than a concrete plan for action (FDP 1988). 
On a number of the key reforms, the FDP and CSU were united in their opposition, 
characterising them as "socialism in practice" and as "bureaucratisin~ 

humanising" (Brandt 1988). Nor did the overnment fin' su ort in the B~:!ndesrat, 

where Land governments, including those headed b the CDU/C~press.ured the 
~ government to exclude the ospx a sector from the reforms. Although a CDU/CSU
.J F P majority go errreclw e undesrat, almost~..S-0- reVision~ roe.Q_sed to the 

government's proposals (Perschke-Hartmann 1994:86). This internal opposition led 
-Minister Blum to c i e -his colleagues for being co-opted by industry lobbying: 

Parties, parliament and governments must exercise a renewed sovereignty .. . It 
is not good that the FDP announce in dentists' newsletters that 'Our 
opponents berate as the dentists' party - we don't object' and in the same 
advertisement give their account_ number for donations . Health insurance 
reform will not fall under the hammer of the highest bidder (Bli.im 1988a). 

In the midst of this widespread denunciation of the government's reform plans, the 
SPD proposed an alternative set of uctural reforms. Characteristic of a challenging 

xscourse, t ese proposals provided a new cognitive perspective on existing normative 
principles, opening a window for more fundamental reform. In contrast to the 
Minister's Solidargemeinschaft, which focused on which benefits the insurance system 
should cover, the SPD· proposed to define solidarity in terms of whom should be 
covered by the system. The SPD's proposals would eliminate the Gliederungsprinzip, 
and include all Germans, regardless of their income, employment or demographic 
group in a single, solidaristic social health insurance system. They demanded the 
removal of distinctions between blue and white collar funds, for an equal right for all 
workers to exercise freedom of choice between funds, and for risk sharing across all 
insurance funds (DreBler 1988b:24-25). Further, the SPD challenged the subsidiarity 
principle, suggesting that it allowed the government to place system governance by 
corporatist elites ahead of the need for . greater equity and solidarity amongst its 
beneficiaries. According to the SPD, the government's reform proposal was nothing 
more than "a blatant cash grab" (Drefiler 1988a). It was "inconsistent with the 
expectation that a real reform of (the] health care system must be proposed. It hardly 
contains elements of structural change; it is more about a one-sided re-allocation of 
burdens onto the insured and the ill... For us, [reform is] not about an arbitrary 
savings target, but rather the creation of appropriate structures that meet peoples ' 
needs" (DreBler 1988b: 24). 
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The SPD proposal, widely supported by many of Germany's powerful labour unions, 
was otherwise poorly received. GKV insurers opposed restructuring of the insurance 
system and were reluctant to offer their members unrestrained freedom to choose 
between funds (Borngen & Heinz 1988: 157; Daniels 1988; Verband der Angestellten
Krankenkassen und Verband der Arbeiter-Ersatzkassen 1988). Furthermore, with the 
exception of the local insurance funds, they also opposed the idea of risk equalisation 
between funds. Land governments, employers' organisations, and unions in the richer, 
southern Lander, which happened to be governed by the CDU/CSU, also backed the 
insurers (Webber 1989:294). 

Eaced w_ith-tux:m.oi.l-Withi the coalition, the negative reactions of the Lander in the 
·-Bundesrat, and pressure from its traditional allies in the health care system, t e 
-government retreated to 'politics as usual.' Acceding to the demands of these various 
~- it~d t~~ reform bill:_The .final v~r~iml,tf1eG~tss~kturgeseti (GRG ), 
contamed no prov1Slon for a--sOTidarbeztrag from the pharmaceutical mdustry. Although 
the reference-pricing scheme remained, its implementation schedule was significantly 
protracted, deferring substantial effects for a number of years. Physicians were 
appeased by reducing the number of random audits and offering them a role in 
hospital service restructuring. Genuflecting in the direction of individual 
responsibility, the GRG substantially increased patients' user charges and reduced the 
range of statutory GKV benefits. It also contained a token structural change in the 
GKV by extending free choice of funds to all workers above the salary limit (affecting 
337,000 people), and allowed for voluntary risk-sharing only within similar funds 
(Webber 1989:296). Finally, limited expansion of home care was also included. 

Although the new law made only minor changes in the system, the GRG debates 
reflected a subtle shift in the policy discourse. The Minister's emphasis on the state's 
obligation to meet the collective needs of society, and the SPD's persistent criticisms 
of the government's failure to protect the most vulnerable, created an opportunity for 
an alternative to the government's solidarity discourse. Furthermore, the resistance of 
corporatist groups to the reforms and their self-serving participation in the debates 
had implicated them as part of the problem, rather than the solution. The Minister's 
scathing condemnation of members of his own coalition government and their interest 
group allies only reinforced what the SPD had been saying all along about the failure 
of corporatist groups to safeguard the public interest. These ideas undermined the 
subsidiarity principle, and drew attention to the need for more forceful government 
intervention. Accordingly, opportunities for future more penetrating contestation of 
the dominant policy paradigm were created by the challenging policy discourse that 
accompanied the GRG. 
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The Gesundheitsstrukturgesetz 1992: Challenging the Dominant Paradigm 

Following the debacle of the GRG, the new minister of health, Horst Seehofer, altered 
the policy network to minimise the role of co~poratist groups in negotiating a new set 
of health reforms. The open challenge to subsidiarity articulated by his predecessor, 
and supported by the opposition SPD, made possible this rather significant change in 
the policy process. Excluding corporatist groups, and even Land governments, early in 
the process narrowed the range of opposition and facilitated a negotiated compromise 
both within the coalition and with the opposition SPD. Bringing the SPD into the 
process gave it greater legitimacy, opportunity and leverage in promoting an 
alternative approach to reform. 

The nascent challenging discourse articulated by the SPD during the GRG debates 
was also given impetus by a number of other factors which exacerbated the problem of 
health care costs. These factors, which are discussed in the next section, allowed the 
SPD to reframe the problem as a crisis that demanded major restructuring of the 
GKV. The SPD further developed the challenging discourse by drawing on 'facts' 
which demonstrated the failure of the usual policy instruments and the corporatist 
actors in th~ system to address pressing needs. Rather than que.stioning the core 
principles of the GKV system (solidarity and subsidiarity), the SPD put forward an 
alternative policy frame that built on these principles. Finally, it promoted pragmatic 
alternatives to the government's policies that were consistent with the normative 
elements of the dominant paradigm but also entailed significant structural changes. 

Moving Toward Crisis: 1990-1992 

Following the federal election in late 1990, in which the CDU/CSU renewed their 
coalition with the FOP, Chancellor Kohl lauded the stabilising effect of the GRG in 
his opening address to the Bundestag, pointing to the 0. 7o/o reduction in the average 
premium contribution, and committed his government to its continued 
implementation. He pledged to build on the success of the GRG with a "reform of the 
organisational and financing structures of the GKV" (Kohl, in Deutscher Bundestag 
1991 a: 7 6). The opposition party disagreed with the government's characterisation of 
the success of the GRG and berated it for past failures. Marshalling key facts that 
challenged the government's instrumental discourse, the SPD suggested that Blum's 
years in the health portfolio could be characterised "as the years of benefit cuts, the 
years of cashing out, the years of de-solidarisation." (DreBler, in Deutscher Bundestag 
199lb: 201). The SPD health critic questioned the credibility and ability of the 
coalition to actually formulate an effective reform plan, suggesting that " ... the 
CDU/CSU and FOP are, on this issue, like fire and water: when the two come 
together, we all know they only produce steam." He vowed that the SPD would fight 
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for structural reforms in the GKV, and reiterated his party's reform alternatives 
(Deutscher Bundestag 1991 b:20 1; Forster 1991 ). 

By early 1991, it was apparent that the GRG's impact on rising premiums and overall 
health care costs was going to be short-lived, undermining the government's 
instrumental discourse. Premiums rose from 12.2% ofwage costs in 1991 to over 13% 
by the end of 1992. The GKV were projecting a combined deficit of DM 15 billion 
(Giaimo 2002; Spiegel 1992a). The KAiG expert advisory committee warned of a 
looming financial crisis in the GKV, focusing on the cost of integrating and upgrading 
health services in the new eastern Lander and the need to restructure and harmonise 
risk profiles among the different GKV plans (Stiddeustche Zeitung 1991a). However, 
in his remarks to a physicians' meeting in May 1991, Chancellor Kohl explicitly ruled 
out such reforms. He declared that "the principle of structured membership will be 
consciously adhered to in the development of statutory health insurance in the new 
Bundeslandern. Classification by different insurance fund types remains indispensable 
to organisational reform" (Kohl 1991: 404). 

Following the 1991 federal election, the government created a separate Ministry of 
Health, bringing together various regulatory functions that had been divided between 
different ministries. Nevertheless, the health minister, Gerda Hasselfeldt, appeared to 
make little headway in the ongoing implementation of the GRG, many elements of 
which had quickly faltered in the lead-up to the 1990 federal election. Instead, the 
minister antagonised corporatist groups, particularly physicians' associations, by 
accusing them of failing to live up to their part of the bargain under the terms of the 
GRG (Windschild 1992). Other groups, such as the peak associations of the GKV 
funds, also criticised the government's lack of commitment to full implementation of 
the GRG, and accused it of overstating the stabilising effects of the 1989 'reform 
package (DOK 1992a). 

Meanwhile, the SPD continued taking the government to task for failing to take 
action on the rising levels of health insurance premiums. The opposition charged the 
government with playing politics to avoid difficult decisions during the upcoming 
Land elections, in which all three major parties had substantial stakes. The SPD's 
DreBler described the government's failure to address premium differentials and 
structural reform as a "socially destructive zero-sum game" (SZ 1992a). The SPD and 
other critics succeeded in keeping the issue of health care reform in the popular 
media, with increasingly negative headlines about the government's inaction. 

Disagreements about the direction of health reforms within the CDU/CSU-FDP 
coalition resurfaced, instigated in part by the pronouncements of CDU politician Paul 
Hoffacker. Hoffacker's controversial proposal for health reform included a substantial 
increase in the amount of patient charges in the system. Individuals would pay a total 
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of one percent of their gross incomes toward copayments for insured services, and 
would be refunded any unspent funds at the end of the year as an incentive to be 
more responsible in their use of services. Hoffacker also proposed allowing greater 
competition between statutory insurance funds by permitting all patients to shop 
around - in effect, by rescinding the Gliederungsprinzip - and instituting an industry
funded rebate system for over-priced prescription medications (FAZ 1992b). 
Hoffacker's proposal polarised an already fractious coalition. The FDP and other 
members of the CDU were generally supportive, particularly of the increased patient 
charges. The SPD was predictably opposed, as were the Minister herself and some of 
her colleagues, on the grounds that it placed an unequal burden for the reforms onto 
patients. 

Hasselfeldt became the lightening rod for growing discontent with health politics. She 
was generally perceived, both within government and by the public, to be a hapless 
and ineffective minister, who was "not particularly engaged and also not an influential 
politician" (Eichhorn 1992). Her appointment seemed to reflect a lack of priority to 
health reform on part of the Chancellor and his government. Moreover, she was able 
neither to mollify health lobby groups nor bridge the chasm within the coalition on 
the direction health reform should talce (Eichhorn 1992; FAZ 1992c). In late April, 
Hasselfeldt resigned as health minister. Within hours she was replaced by Horst 
Seehafer, who unlike Hasselfeldt, brought a wealth of experience to the post, having 
served as parliamentary secretary to Norbert Blum during the GRG reforms. Seehafer 
was perceived to be . tougher than Hasselfeldt (FAZ 1992d), and quickly promised 
"rigorous belt-tightening in the statutory insurance funds" (Seehofer, in Ziller 1992: 
8). Thus began the government's 'second stage' of health care reform. 

Challenging Subsidiarity: Altering the Policy Network 

In a press interview within hours of his appointment, Seehafer hinted at a shift from 
the government's previous policymaking approach. Like his predecessors, he made 
clear that the burden of future reforms would be shared equitably between all parties, 
including providers (Seehafer, in Donaukurier 1992). Unlike his predecessors, he 
accompanied his words with action. Seehafer began by fundamentally changing the 
normal pattern of policy making and the shape of the actor network involved. This 
change early in the policy formulation process was important for two reasons. First, it 
significantly altered the actor constellation in the health policy network by 
marginalising corporatist groups, which later facilitated consideration of a broader 
range of policy alternatives. Second, it revealed the weakening of the subsidiarity 
principle, and opened the door for government to take a more interventionist 
approach to reform. 
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During the earlier GRG reforms, there had been an implicit objective to protect 
physicians and other powerful constituents of the governing parties from being 
adversely affected by new policies, notwithstanding the Solidargemeinschajt rhetoric 
(Webber 1989). Moreover, the normal pattern of health policy making usually 
involved key interest groups in the initial phases of formulating policy goals and 
alternatives in conjunction with Ministry bureaucrats, before the political brokering 
with party and Land representatives occurred (Manow 1994). In contrast, Seehafer's 
first initiative was to immediately call together health and social policy experts in the 
governing coalition to form a working group on health reform (the 
Koalitionsarbeitsgruppe - KAG) . Over the course of a three-week retreat, this group of 
politicians would draft a reform plan for endorsement by the members of the 
governing coalition, which would then be made public for vetting by other groups. 
During the retreat, working group members were prohibited from communicating or 
consulting with the press or other interested parties - a strategy that Seehafer later 
claimed greatly facilitated the ability of the coalition to reach consensus. The retreat 
allowed the working group members to avoid having to confront the "Trommelfeuer 
der Lobby" (Seehafer, in SZ 1992b). 

This exclusion of interest groups and other interested parties (notably, representatives 
of Land governments) in the early stages was the most significant difference in the 
process of policy formulation between the earlier GRG and the proposed GSG. In the 
formulation of the GRG, and virtually all of the earlier reforms, interest group 
representation and collaboration were an integral and expected part of policy 
development, as were consultations with party representatives at the Land level and 
within the Bundesrat. This type of involvement was strikingly absent in the early 
stages of the GSG reforms (Bandelow 1994; Manow 1994; Perschke-Hartmann 
1994). . 

As Manow ( 1994: 21) has described, changing the normal patterns of the policy 
making process by excluding provider groups in the early stages "had the consequence 
of extraordinarily broadening the range of policy options ... " available to the political 
leadership. Insofar as the claims and vetoes of interest groups could be excluded from 
the early internal negotiations, the range of possible compromises was widened, 
rendering a coalition agreement more likely. Indeed, the coalition working group 
charged with planning for the GRG in 1987 was able to agree only on a set of broad 
'principles' for reform. In contrast, the 1992 coalition working group emerged with a 
very specific package of proposals, despite divisions between FDP and CDU/CSU 
members. Once an agreement was reached within the coalition, it was much more 
difficult for one partyto withdraw its support for any specific element of the package 
without compromising the entire proposal - a risk few political actors were willing to 
take, given the perceived magnitude of the health care cost problems (Arzte-Zeitung 
1992). 
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By excluding corporatist actors from policy deliberations, Seehofer implied that blame 
for failed reforms in the past, most recently the 1989 GRG, lay with them -in both 
their self-serving attempts to block necessary reforms, and in their failure to 
implement cost containment strategies - rather than in the efficacy of the strategies 
themselves. Indeed, he pointed a finger directly at these groups, noting that providers 
had hindered the achievement of the savings targets outlined in the 1989 GRG, and 
that he was determined to ensure they would do their share in the current reform (Der 
Spiegel 1992b ). Shifting the blame and undermining subsidiarity created the room for 
a challenging discourse in a number of ways. 

First, blaming corporatist actors for past policy failures was politically expedient for a 
government whose plans for health reform were coming under increasingly negative 
public scrutiny. The publicity tactics of physicians' groups in opposing the Blum 
reforms, their personal campaign against the ill-fated Hasselfeldt, and the vitriolic and 
divisive battle they launched against Seehofer, undermined their public credibility and 
made them an easy target. Furthermore, shifting the blame facilitated the 
neutralisation of a powerful and vocal group of opponents to Seehafer's planned 
reforms. Indeed, throughout the GSG debates, Seehofer often referred to his 
experien~:e with the Blum reforms. He seemed to take to heart his former minister's 
characterisation of health politics as being akin to doing "water gymnastics in a shark 
tank" (Blum, as cited in Ziller 1992). He was determined to keep at least some of the 
sharks at bay during the early part of the decision making process. 

By excluding powerful actors, Seehofer was also sending a clear and strong message 
this time his government was serious about reform and would be willing to take 
whatever actions were necessary to see them through, including going over the heads 
of powerful interest groups. This deliberate shift in the power dynamic suggests an 
element of policy learning and a change in the understanding of problem ownership 
among government actors. Given the failure of corporatist groups to effectively deal 
with the problems of the ailing insurance system and the perception that the problems 
had reached crisis proportions, the government was determined to take a much more 
active, indeed itatiste, approach to health reforms than it had in the past. Excluding 
corporatist actors from the policy process also undermined the SPD's allegations that 
the coalition government was too friendly with these groups and would not enact a 
reform in the best interests of the public. 

Second, shifting the blame was a particularly useful tactic within the coalition because 
it also made it more difficult for rogue elements in the FDP to align themselves with 
provider groups when the internal battle heated up. The FDP's strongly liberal 
position on the direction that health reforms should take was politically untenable 
with many CDU/CSU members, as well as with the SPD and large segments of the 
population. By sidelining corporatist groups, Seehofer strategically undermined the 
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FDP's core basis of support, and weakened yet another strident opponent in the 
reform debate. 

Finally, the change in the normal process of health policy making was both justified 
by and, in turn, reinforced the notion of crisis. Although the idea of a 'cost explosion' 
in the health insurance system had been around for some time (Braun, Ki.ihn, Reiners 
1998), it was further compounded in the early 1990s by the costs of German re
unification and the pressures of international competitiveness. Keeler (1993: 441) 
notes that 

a crisis can create a sense of urgency predicated on the assumption that already 
serious problems will be exacerbated by inaction. A sense of urgency may serve 
to override the caution and/or concern for procedure manifested by officials of 
both the executive and legislature ... during more tranquil times and allows for 
unusually rapid and uncritical acceptance of reform proposals intended to 
resolve the crisis. 

To justify a shift in the normal pattern of decision making, the government used the 
crisis metaphor. The SPD capitalised further on this crisis metaphor later to transform 
the substance of the reforms proposed by coalition. It redefined the problem from a 
cost control issue that could be dealt with using incremental adjustments to a deeper, 
more fundamental problem of weakened solidarity that required structural 
adjustments. 

Framing the Problem 

The crucial change in the framing of the problem involved the gradual invocation of 
the concept of a crisis in the health care system. The labelling of an event as a crisis is 
a part of a framing process that draws attention to particular aspects of the problem 
while drawing it away from others (Edelman 1977). 'Crisis' implies a unique and 
unfamiliar situation, arising from accidental or inadvertent causes not in the control of 
political leaders, and requiring "sacrifices in order to surmount it" (Edelman 1977: 
44). A crisis event or situation can open a window for policy change in a number of 
ways. In addition to Keeler's ( 1993) observation that the sense of urgency may result 
in unusually rapid and uncritical adoption of reform proposals, Birkland ( 1998: 55) 
suggests that crises (or 'focusing events') may facilitate the mobilisation of groups who 
will use the situation to push their concerns onto the policy agenda, and may expand 
the issue to include problems that might otherwise have remained dormant. 

Following the approval of the working group's proposals by the FDP and CDU/CSU 
rpe~bership and the Chancellor, the health minister made them public in early June 

fl992)In his introduction of the plan, Seehofer remarked on the unique historical 
']tmcture facing the nation as a result of German re-unification and the planned 
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European internal market: "In this exceptional situation, we can not allow social 
insurance contributions to rise unchecked." (Seehafer 1992). These contextual factors 
in the broader political and economic environment facilitated the significant policy 
shift that was about to occur in the health arena. 

The costs of both the rapid reunification of Germany and the anticipated formation of 
the European Union drove home the need to contain health costs more broadly and 
insurance premiums more specifically. Reunification demanded large transfers of 
money and resources from west to east, and the federal government was in the midst 
of thorny negotiations for a Solidarity Pact with Land governments to achieve the goal 
of fiscal equalisation between the old and new Lander (Renzch 1998).4 In the health 
arena, Germans in the west substantially subsidised the premiums and other health 
expenditures of Germans in the east, many more of whom were unemployed, sick or 
poor than their western counterparts. At the same time, however, the prospects of 
greater European integration, including monetary union, demanded ever-greater fiscal 
and economic prudence. 

Together, these two factors served to magnify the perceptions of the policy problems 
associated with rising health insurance costs and premiums, and created a sense of 
urgency that was lacking in previous reforms. Although he was reluctant to label the 
situation within the health insurance system as a 'crisis', Seehafer nevertheless 
referred to the "cost explosion" in the system as "alarming", which if allowed to 
continue unchecked would threaten Germany's competitiveness, as well as other social 
programs. He used an emergency metaphor when he declared, "I want to pursue 
preventative measures in a timely manner, before the entire system is in flames, not 
rush to the fire when there is nothing left to rescue" (as cited in Forster and Graupner 
1992: 11). Therefore, in announcing the reform plan, Seehafer called tip on all parties 
and groups in the health system to make sacrifices: providers through budgetary caps, 
and patients through higher user charges. The Solidargemeinschaft of the Blum reforms 
was re-invoked in order to justify significant but ostensibly temporary measures to 
deal with cost problems in the health care system (AOK-Bundesverband 1992:412
13). 

Notwithstanding the rhetoric about the seriousness of the problems, the government's 
discourse was mainly instrumental, oriented toward fine-tuning existing policy 
instruments and correcting obvious cost-containment failures of the past. Like his 
predecessor Norbert Blum, Seehafer attributed spiralling health care costs to over
capacity, waste and misuse on part of providers and patients, rather than to the failure 
of the government's past policies (Seehafer 1992a). He argued that solidarity 

4 In 1992, about DM 170 billion was transferred to the new Lander, amounting to approximately 
6% of the GNP of West Germany and about 60% of the East German GNP (Renzsch 1998: 127). 
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demanded an increase in the personal responsibility of individuals for paying for their 
care. However, unlike Blum's focus on eliminating luxury and non-necessary benefits 
and services, Seehafer implied an even more restrictive scope of benefits, arguing that 
personal responsibility required a reorientation of insurance toward catastrophic risks: 

We must redraw the dividing line between solidarity and personal 
responsibility. My philosophy is: the largest risks for each must be insured 
unconditionally through collective health insurance. I would hope that 
beneficiaries like Minister Seehafer could partake of the blessings of 
transplantation medicine if he needed to. But we can only offer that in the 
long term if we are not forced to pay for every Band-Aid, every aspirin, or every 
bandage through mandatory insurance plans (Seehafer 1992b). 

With this justification, the Minister introduced new charges for hospital services and 
significantly increased charges for other medically necessary services and prescription 
drugs. These charges were expected to amount to a savings of about DM 3.2 million. 
On the issue of structural reform of the GKV, particularly the large premium 
differentials between plans, the Minister appeared to favour free choice of insurance 
fund for all workers, but opposed risk equalisation between insurance plans: 

In contrast to white-collar workers, blue-collar workers today have no right to 
choose between insurance funds. This is, in my opinion, unconstitutional. .. 
However, I do not wish an across-the-board financial equalisation [across 
funds] . That would only serve to reward inefficiency (Seehafer in Donaukurier 
1992). 

Instead, any discussion of free choice and equalisation was deferred indefinitely, until 
after the appropriate and necessary data collection systems were in place. In the 
meantime, the new legislation would mandate that the health expenditures of 
insurance funds not exceed their annual incomes. To "socially balance" the reforms, 
sacrifices would be demande~ of providers as. well. T~overnment e,:op~ed 
mandatory global caps for med1cal and dental servlces,....as-w(}l-1-as~.c;erv1ces and 
prescription-m·-e.r--=-=-::"ions-__"T es-=- ap-=-=-:-ere_,se-.:- t-"1;-;991 expenditure levels. As a result, =-::- ·cat -=-=-=. T;;:h:-:-=e -:c:-:-= s w~~ '""' t -:a:-:-
DM 8.2 billion would be "torn from the teeth of the 'sharks'": physicians, dentists, 
the pharmaceutical industry, and this time even hospitals. (Der Spiegel 1992a). 

In contrast to the Minister, the SPD wholeheartedly embraced the crisis metaphor to 
convey the message that the existing system was beyond fixing, and needed to be 
overhauled. It used the political and economic situation of the early . 1990s to expand 
the issue of health reform from the government's narrowly defined cost containment 
problem to a broader and deeper problem of structural inequities and failures. The 
SPD challenged the facts the government presented about the success of its previous 
reforms. It argued that the cost problem, particularly as measured in terms of high 
premium differentials among German workers, was so large that the usual means of 
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addressing them were no longer valid. The substantially lower incomes and higher 
unemployment rates of Germans in the new eastern Linder raised the spectre of even 
larger premium differentials between insurance plans and deeper deficits. Perhaps 
more importantly, the SPD was able to recast the problem as an issue of solidarity, 
not only between all German workers, but also between Germans in the affluent west 
and their fellow citizens in the new eastern Lander. This latter argument was 
particularly emotive and persuasive, given the concurrent constitutional negotiations 
for full unification of the two Germanys and financial equalisation across all Lander. 

Rudolf DreBler, the SPD's social policy critic, criticised the inability of the coalition to 
effectively address the problems, noting that " ... the coalition parties are significantly 
at odds with one another about the way out of the crisis in our statutory health 
insurance system" (DreBler 1992b: 51). While the government's discourse also had a 
sense of urgency about it and focused primarily on the short-term, the SPD pushed for 
a long-term, rational restructuring of the system. DreBler argued repeatedly that 

the failure of three cost containment laws makes clear that through [cost 
containment] means, the problems of the health care system cannot be solved. 
Excessive expenditure growth is simply a symptom of deeper structural 
deficiencies in the health care system. Instead of try.ing to cure the symptoms 
with new cost containment laws, ultimately [we must] eliminate the structural 
faults (DrelHer 1992b: 48) . 

By focusing on the problem of the large disparities in insurance rates, the SPD 
engaged in a challenging discourse that shifted the debate to an issue on which few 
political actors could disagree. It capitalised on the notion of crisis in the system to 
demand and justify major structural reforms of the GKV, which had until that time 
never been seriously considered. 

Constructing a Challenging Discourse: Redefining Solidarity 

Policy discourses are characterised by the process used in their construction, and the 
elements of the policy frame that are their subjects . The discourse that challenged the 
government's definition of solidarity and its role in health reform was distinct in that 
it was constructed by actors representing a broader range of interests and views than 
the closed corporatist network that normally dominated the health arena. 
Furthermore, the discourse did not challenge the underlying principles of the policy 
paradigm guiding health care. Instead, it sought to strengthen those principles, 
particularly solidarity, by proposing different policy instruments for more effectively 
achieving the goals of the system. 

Anticipating the opposition of the SPD and its veto in the Bundesrat, Seehafer 
strategically split the proposed reforms into two separate pieces of legislation. One 
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bill, which would require Bundesrat approval because it included changes to the 
hospital sector over which the Lander had shared jurisdiction, contained provisions for 
new hospital financing arrangements and other structural reforms, including changes 
to the GKV. This first bill would eventually become the Gesundheitsstrukturgesetz 
(GSG) . A second bill, which would not require Bundesrat approval, included the 
controversial provisions for new and higher patient charges which were made through 
amendments to the Sozialgesetzbuch. 5 In dividing its proposals in this way, the 
government outlined the aspects of its reform plans on which it was willing to 
negotiate with the opposition, and those on which it would not concede. Seehofer 
indicated that he would actively seek the input and co-operation of the SPD for 
constructive improvements to the GSG bill, noting that "[i]n this difficult situation, 
collaboration is a dictate of reason." (Seehofer 1992a). At the same time, however, he 
declared that removing "even one stone from this edifice would inevitably cause it to 
collapse" (SZ 1992d). 

A successful challenging discourse typically builds upon the existing core norms of the 
dominant policy frame, rather than questioning them. Instead, it challenges the 
cognitive elements of that dominant frame by marshalling new facts or alternative 
interpretations of facts to argue for substantive policy change to better meet the 
norms. In this process, the challenging discourse may also reinterpret or redefine the 
norms in light of changes in the policy context and/or broader society. The SPD 
responded to the government's reform bills by expanding upon its challenging 
discourse in these ways . 

Normative Basis of the Challenging Discourse 

The two reform bills were not given first reading in the Bundestag until mid
September, 1992. In the period between the Minister's announcement of the reform 
plans in June and the bills' firstreading, the SPD worked intensively with its sister 
parties at the Land level to flesh out an alternative reform plan. 6 Marshalling the 
support of the majority of representatives in the Bundesrat, including those from the 
CDU/CSU-governed Lander, the SPD pushed for a regionalised GKV system 
organised at the Land level. New regional 'conferences' of representatives would be 
established to manage the system on a day-to-day basis, and would include balanced 
representation from providers (including hospitals, physicians, and others), insurance 
funds, and Land/local governments. 

5 If the Bundesrat did not approve this bill, it would be sent to the Vennittlungsauschuss for 
adjudication. If the Vennittlungsauschuss were to rule in favour of the Bundesrat position, the Bundestag 
could still approve the original bill if it had the support of two-thirds of the members. 

6 In fact, a number of Land governments had, as early as 1991, expressed their wish for a 
structural reform of the GKV at the Land level, to give the insurance funds greater control over the 
system (Reiners 1991). 
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The conferences would be given a number of competencies. They would have the 
authority to undertake planning for human resources and health service needs of the 
population. This would inform both the number of physicians required in a particular 
region and the volume and types of services negotiated between providers (physicians, 
dentists, and hospitals) and the GKV. In the pharmaceutical sector, the reference 
pricing system would be strengthened. The KAiG would develop a "positive list" of 
necessary drugs for which the GKV would pay. In the statutory health insurance 
system, the GKV would be restructured to allow for risk-adjusted financial 
equalisation between funds within each Land, and free choice of funds for all workers, 
blue-collar and white-collar. To ensure some equity across richer and poorer Lander, 
insurance funds would be required to maintain their premiums within 5% of the 
national average (Deutscher Bundestag 1992a; FAZ 1992£). This latter proposal was a 
compromise between the federal SPD and Land governments. The federal party had 
originally wanted centralisation and financial equalisation at the national level but 
was opposed by Land governments. Given the substantial differences in the economies 
and employment rates between Lander, the pattern of premium differentials also 
manifested itself along regional lines . The more wealthy and powerful Land 
governments were reluctant t;o undertake equalisation that might disadvantage their 
citizens or their economies. Land governments had the support of organised labour's 
peak association, the Deutscher Gewerkschaftsbund (DGB), for a decentralised system of 
financial equalisation (Handelsblatt 1992c). 

The SPD and its allies proposed this plan as an alternative to the cost containment 
strategies that the government had proposed- primarily, higher copayments and more 
benefit reductions. They "challenged the government to bring forward a dramatic 
restructuring of health care .. . ," arguing that "further delay of this restructuring is not 
acceptable" (Deutscher Bundestag 1992a: 2) . They argued that the government's 
proposals: 

• 	 undermined the solidarity principle - that the GKV should be financed by 
premiums based on income not health risks - because the ill would be paying 
much more; 

• 	 were one-sided in that they benefited the healthy at the cost of the ill, and 
employers at the cost of employees; 

• 	 were problematic because they attempted to alter demand for health services 
on the basis of economic incentives rather than clinical criteria; 

• 	 would not reduce overall health care costs but only shift a greater proportion of 
them out of the insurance system and into the private expenditures of the 
insured; 

• 	 would be ineffective because they did not alter the structural sources of the 
system's problems (Deutscher Bundestag 1992a: 1-2). 
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In this discourse, the SPD made the norm of solidarity the centre of the debate, 
moving it away from issues of cost containment. Rather than challenging the 
legitimacy of solidarity as the principled basis of the social insurance system, the 
opposition attempted to redefine and reinforce it. Furthermore, the SPD also claimed 
to support the principle of subsidiarity, and called for a re-balancing of the authority 
and competencies of providers and payers, particularly insurers, to more effectively 
manage the system. By questioning the government's own commitments to solidarity, 
and the effectiveness of its plans in actually addressing the "real problems" of the 
system, the SPD focused the debate on the cognitive elements of the policy discourse 
-the information and social facts the government was using to promote its plans. 

The SPD was joined by a number of societal groups in arguing for the centrality of 
solidarity in the social health insurance system, including organised labour and 
representatives of some (but not all) GKV. These groups, like the SPD, claimed that 
the government's plans would dismantle solidarity. Union groups representing both 
blue and white-collar workers suggested that the government's plans were "short
sighted" and "socially unbalanced" (Handelsblatt 1992a). They felt the reforms would 
diminish the social insurance system, and create a system of "second class medicine." 
Similarly, numerous organisations representing the chronically ill and disabled 
maintained that: 

the planned reforms are the introduction of long-term dismantling of the social 
state: increasing individual contributions to the social security system are being 
instituted in place of the principle of solidarity which has been in effect until 
now ... The broadening of user charges for pharmaceuticals and medical items 
represent a further step in the dissolution of the collective solidarity of the 
statutory health insurance system (FR 1992b). 

Members of the CDU and CSU were among the most important allies the SPD had in 
championing solidarity. Although the government's concept of solidarity was focused 
primarily on narrowing the range of benefits to ensure the system was sustainable, 
some members of the governing coalition invoked a concept of solidarity that was 
similar to the SPD's, focusing on the idea of equity between insured. For example, the 
CDU's social policy committee (the CDA) spoke out against the government's reform 
plans, saying that it was concerned that patients, particularly those in the eastern 
Lander, would be excessively burdened by increases in patient charges (SZ 1992bi). 
Furthermore, a prominent CSU politician at the Land level also expressed his 
reservations about the planned reforms, suggesting that structural reform of the GKV, 
including risk equalisation, was needed (General Anzeiger 1992) . 
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Cognitive Elements of the Challenging Discourse 

The challenging discourse of the SPD and its allies built upon 'facts'- the unrelenting 
increase in premiums, the growing disparity between insurance plans, the deficits 
accumulated by a number of insurers, the larger portion of user charges and patient 
copayments being imposed - which patently illustrated that past policy initiatives had 
failed to alter the downward spiral of the GKV system. DreBler pointed out that the 
savings target of the Blum reform had not been reached: instead of the DM14 billion 
target, the actual savings in the GKV had been about DM6 billion, all of which had 
come from shifting costs onto patients through higher copayments and charges 
(DreBler l992b). Furthermore, patient charges had not been effective in reducing 
costs. For example, although patient charges had doubled for dental services, overall 
expenditures in the sector had risen by over 15% since the GRG was enacted. 
Similarly in the pharmaceutical sector, despite higher copayments, overall 
expenditures on prescription medications had risen by 11 .5% in just over two years 
(DreBler l992b). Therefore, there was little reason to believe that similar strategies 
this time around would be any more effective. 

_The SPD also accused the government of having give;n in to the powerful interest 
lobby of corporatist actors, at the expense of the payers - workers and to a lesser 
degree, employers. The priority that government continued to give to particular 
provider groups in defence of the principle of subsidiarity was criticised for excluding 
other important groups, who might more effectively keep the system in check. The 
SPD's proposed regional conferences would rebalance the authority of insurers and 
governments vis a vis providers in planning for the health needs of the population. 
Further, they argued, regulated competition between insurance funds would provide 
more effective incentives for efficiency on the part of providers than anything the 
government had proposed. The SPD felt its plan was a radical, more equitable and 
efficient restructuring of the GKV, and would demand more accountability from 
corporatist players, both by consumers and by the state (DreBler l992a) . 

The DGB also warned that the government's planned reforms would be the ruin of 
the GKV system. Organised labour viewed the lobbying of dentists, doctors and other 
providers as excessive and exaggerated, but they had nevertheless brought the minister 
to his knees, just as they had his predecessor Blum. The real danger, the DGB argued, 
was the increasing burden on workers and employers of high health care costs, which 
were fundamentally not being addressed (SZ 1992c). After a brief hiatus, health 
expenditures had once again begun to rise, demonstrating clearly that the earlier 
reforms had failed. Ursula Engelen-Kefer, the vice-chair of the DGB, pleaded for 
longer-term reform strategies that would stabilise contribution rates but at the same 
time ensure quality and effectiveness. She argued that "demand-side instruments ," 
such as copayments and benefits reductions, had been demonstrated to have little 
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impact on overall expenditures. What was needed instead were changes on the supply 
side, such as greater authority for the GKV vis a vis providers, risk equalisation 
between funds at the Land level, and equality in extending free choice of insurance 
plans for all workers, regardless of income (DGB 1992; Engelen-Kefer 1992). 

The government countered these accusations about the failed GRG reforms with the 
rather feeble argument that insurance premiums and overall health expenditures 
would have risen faster had the GRG not been implemented. However, its credibility 
was further eroded by announcements of operating deficits and premium increases in 
the GKV in virtually all Lander throughout 1991 and 1992. The health minister, 
rather than tackling the facts and information of the SPD, finally acknowledged that 
the "GKV are facing the most serious financial crisis since their creation." He noted 
that GKV deficits had almost doubled within the previous year, and that the average 
premium contribution rate had reached a record high at over 13% (Seehafer 1992a). 

Seehafer's discourse suggested a shift in the government's strategy on the reform 
package. He appeared to be adopting the policy frame the SPD had employed, 
particularly when he talked about the impact of the higher premiums on particular 
groups. He agreed that high-premiums were inequitable because they burdened certain 
segments of the population - namely, blue collar workers and retired citizens - the 
most. Although he had made references to equity in the past, they had usually been in 
the context of sharing the burden of reform between providers and the insured. 
Seehafer used language that implied further movement toward the idea of crisis, 
referring to the seriousness of the situation with words such as "dramatic" and 
"catastrophic" to describe the consequences of inaction (Die Zeit 1992). He went 
further and acknowledged that the strategies of the past, particularly the GRG, had 
failed: " ... 'today I am of the opinion that copayments alone cannot reduce [excessive 
service] volumes" in the system. Citing the same facts used by the SPD, he pointed 
out that patient charges had not reduced expenditures in a number of sectors, and .in 
fact seemed to have had the opposite effect (Seehafer, as cited in Die Zeit 1992). 

The widening of the policy window that resulted from the growing consensus on the 
existence of a crisis in the GKV facilitated more rapid movement toward significant 
policy changes. Conceding that the reform could not pass in the Bundesrat without 
the co-operation of the SPD, the government offered to work with the opposition to 
address the "great challenge" of securing the health care system for the future . 
Chancellor Kohl personally approached the leadership of the SPD to promise real 
talks, and Seehafer did the same with SPD social policy experts (Der Spiegel 1992c). 
Seehafer's tone with the opposition was conciliatory and accommodating: "Together 
with the SPD, we will seek a way out of the crisis; for example, with an organisational 
reform of insurance funds ... There will be further competition between funds, but we 
must look seriously into risk equalisation ... " (Die Zeit 1992 ). 
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The SPD enthusiastically took up the government's offer to collaborate. In a classic 
case of political bargaining, the party's lead negotiator, Rudolf Dre.Bler, made clear 
that any collaboration would come with conditions. His party would not support a 
reform package that did not include structural reforms to the GKV, nor would the 
SPD approve increases in patient charges. He also demanded his party have a weight 
in the final decision-making that was proportional to its representation in Parliament: 
i.e., that the SPD, which had 35% of seats in the Bundesrat be given greater say in the 
negotiations than the FDP, which had only 10% (Handelsblatt 1992f). Finally, the 
SPD would not tolerate any interference by provider groups during the tripartite 
negotiations. For his part, the Minister resolved to retain the overall savings target of 
DM11.4 billion, while the FDP declared it would not support risk equalisation 
between insurance plans (SZ 1992e; FAZ 1992j). 

Seehafer strategically played the SPD and FDP off one another, making it apparent 
that he would consider forming an alliance with one party if the other was unwilling 
to co-operate. However, his earlier defence of the solidarity principle, contrary to the 
position of the FDP, made clear where his allegiance lay if negotiations did not reach a 
three-way consensus. Well before the official tripartite retreat to hammer out a deal, 
the Minister demonstrated the extent of his willingness to compromise. He signaUed a 
reversal in his government's position on free choice of funds and, implicitly, on risk
adjusted financial equalisation: 

We are united with the SPD in the goal of preserving social health insurance ... 
Differential rights to choose between funds for white and blue-collar workers 
no longer fit with our present-day societal reality. We cannot withhold this 
right from blue-collar workers into the unforeseeable future ... Therefore, in 
principle I am for a structural reform of insurance funds and their financing 
{Seehafer 1992d, italics added). 

At the end of a four-day retreat in early October, the parties emerged with an 
agreement in which the broad concept of solidarity promoted by the SPD appeared to 
have prevailed. The three parties announced a consensus package that was described 
by the SPD as "the biggest reform in German health insurance," and "a historical 
compromise" (DreBler, as cited in Sanches 1992). Seehafer called it "the most 
dramatic reorganisation of the health insurance system since 1945" (Seehafer, as cited 
in FAZ l992k). Even the FDP lauded the outcome as a justifiable compromise 
(Cronenberg, as cited in Handelsblatt 1992g) . 

The agreement was proposed in a single bill called the Gesundheitsstrukturgesetz (GSG), 
and replaced the two bills the coalition government had proposed in mid-summer. 
The key elements of the agreement, which bore the unmistakable imprint of the SPD, 
included: 
• lower copayments for hospital services and prescriptions than in the original bills; 
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• 	 broadening of the reference pricing system to include all prescription medications, 
which would be accompanied by a solidarity contribution from the pharmaceutical 
industry in the form of 5% reduction in the price of all prescription drugs; 

• 	 changes in the financing mechanism of hospitals from open-ended per diem 
reimbursements toward case- and volume-adjusted capped budgets, which would 
be negotiated with insurance funds; 

• 	 market-oriented competition between insurance funds, accompanied by risk
adjusted financial equalisation across and within different types of fund; and, 

• 	 free choice of funds for all of the insured, blue collar and white collar workers 
alike, beginning in 1996. 

The provisions for budgetary caps on physician services and prescription drugs 
remained unchanged from the original coalition agreement. The caps were temporary 
and would stay in place for two years, after which corporatist actors would once again 
negotiate their budgets with the GKV. 

The agreement reflected the focus on enhancing solidarity in a number of ways. By 
targeting mainly provider groups, who would bear the brunt of the financial and 
regulatory burden of the reforms, the government signalled that the reforms were 
indeed "socially balanced" between providers and the insured. Providers would be 
expected to realise almost DM10 billion of the anticipated DM11.4 billion in savings 
from the reforms. In recognition of the much greater financial burden borne by 
patients with the GRG, the current reform would limit the costs to patients, through 
moderately higher copayments, to less than DM2 billion. Most significant for 
solidarity were the structural changes to the GKV and the free choice of funds . With 
risk-adjusted financial equalisation between funds, wide premium and benefit 
differentials would be eliminated. Funds with healthier and wealthier members would 
subsidise those with sicker and poorer members, and premium contributions would 
continue to be based on incomes rather than on the risk status of individuals . Thus, 
with this agreement, the Solidargemeinschaft was broadened enormously, 

The GSG was widely interpreted as a victory for the SPD and a personal triumph of 
the Minister, with the FDP having been sidelined (Arzte Zeitung 1992c; Handelsblatt 
1992h; Manow 1994). The Minister in particular was lauded for having stood up to 
the "health care lobby," and for his cleverness and determination in directing such a 
major transformation to save the system (Der Spiegel 1992c). The unlikely 'grand 
coalition' between the governing parties and the opposition had finally achieved . a 
"real reform" of the health insurance system (SZ 1992g). The GSG was passed easily 
and with little debate by large majorities in the Bundestag and Bundesrat, coming into 
effect on January 1, 1993. 
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Policy Outcomes of the Challenging Discourse 

The GSG was an exceptional case of policy change in German health politics . It 
represented a breakthrough in the institutionalised 'reform blockades' that had almost 
immobilised policy making in the health care system for decades. Furthermore, it 
heralded significant changes to the policy paradigm that had governed German health 
policy for a century. These changes were made possible by the challenging discourse 
promoted by the SPD and its supporters, which redefined the problems in the health 
care system from cost containment issues to the need to protect and enhance the core 
principle of solidarity. 

This challenging discourse reinforced the fundamental principles of the statutory 
health insurance system, particularly solidarity, which were widely accepted and 
supported by key groups of interests, as well as the general public. Rather, the 
discourse suggested that the cost explosion in the system was compromising solidarity 
by causing a steep rise in premiums and resulting in larger premium differentials 
between blue and white-collar workers. Furthermore, the discourse challenged the 
government's reform strategies by arguing that the usual policy instruments for cost 
containment, such as user charges and reductio!'s in benefits, were compounding 
rather than solving the problems. 

Promoted by the SPD and its allies, the challenging discourse was centred around 
facts regarding the growing intensity and severity of problems in the system. The facts 
included the costs of reunification, the continued growth in overall health 
expenditures, the rising deficits in the GKV, and larger premiums for the insured. 
These facts facilitated a shift in the framing of the issues from difficulties with the 
system that could be addressed in the usual way to a problem of crisis proportions 
that demanded much more radical structural changes. The SPD confronted the 
government's past record on health reforms, pointing to the failure of corporatist 
groups to honour their commitments and responsibilities. The challenging discourse 
presented an alternative set of feasible strategies to achieve the newly broadened 
principle of solidarity in the statutory health insurance system. 

The success of the challenging discourse in facilitating significant policy change rests 
on a number of factors. First, the SPD capitalised on the perception of crisis, which 
was shared by government actors, and communicated to the public. It was able to 
redefine and reframe the problem from the need for cost containment to maintain the 
current system to the need for structural reform to sustain and improve the system for 
the future. The crisis metaphor also gave the government ample justification for 
altering the usual policy process by excluding corporatist actors from the deliberations, 
and thus eliminate one significant institutional barrier to reform. The crisis allowed 
the government to take a much more interventionist approach to health reform than 
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it had in the past, to rationalise the need for quick and decisive action, and to demand 
sacrifices from all groups in the polity, including its own constituents. 

Second, the challenging discourse focused on enhancing rather than undermining the 
normative elements of the statutory health insurance system. It also gave precedence 
to solidarity over subsidiarity, when the two principles appeared to collide. This re
prioritisation of the two principles justified a significant change in the policy making 
process, which in tum facilitated agreement on far-reaching reforms. The belief in 
solidarity was shared by most Germans, and perhaps more importantly, by members 
of the CDU/CSU and SPD. It formed the basis of the alliance between the CDU/CSU 
and SPD in a 'grand coalition', and allowed them to overcome the institutional 
barriers to reform posed by federalism, political partisanship, and the opposition of 
the FDP. Once it became an 'insider' in the policy network, the SPD was in a pivotal 
position to further its challenging discourse. The focus on solidarity as the most 
important of the core principles also facilitated the government's ability to exclude 
corporatist groups from reform negotiations, thereby eliminating another 
institutionalised source of resistance and opposition. The government's and 
opposition's portrayal of these groups as being more concerned with private gain than 
the public good justified their exclusion. 

Third, the challenging discourse provided a set of reasonable policy alternatives that 
were consistent with the values of solidarity and subsidiarity. Eliminating structured 
membership was consistent with the norm of societal solidarity; it acknowledged the 
equality of all Germans, irrespective of age, job class, health status or income. Risk 
equalisation between GKV funds was also considered politically feasible, since it 
would reduce incentives for cream-skimming by insurers and facilitate the transfer of 
resources from wealthy funds in the western and richer Lander to the struggling funds 
in the eastern and poorer Lander. Furthermore, giving people free choice of funds 
would introduce market-like incentives for efficiency and require limited state 
intervention, protecting the principle of subsidiarity in the day-to-day governance of 
the system. 

Finally, the challenging discourse was promulgated by an influential and credible 
source- the SPD. The party's deep-rooted social democratic philosophy was entirely 
consistent with the challenging discourse it promoted, particularly on the issue of 
solidarity. Furthermore, the usual policy participants - corporatist groups and the 

. FDP- had been discredited by both the CDU/CSU and SPD, and had garnered little 
public support for their positions on health reform. The SPD's political legitimacy a 
social democratic party allowed it promote structural reforms in the health care 
system with less public suspicion or opposition than might have been elicited had the 
proposal come from the governing parties of the centre-right. 
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Chapter 5: 

Institutional Structures and Health System 
Dynamics in Canada 

The support shown by Canadians for a universal, one-tier, single-payer health 
care system depends on their belief that it will provide to everyone, regardless of 
income, access to health care of the highest possible quality when that care is 
needed... After all, for Canadians, health care is not simp!Jl another government 
program. It has become tantamount to a right of citizenship. It reflects and it 
embodies some of the most fundamental values and principles of being a 
Canadian. If we as governments, as providers, fail to fix health care, we will 
haveJailed the country itself (Federal Health Minister Alan Rock, 1997). 

Medicare is a worthy national achievement, a defining aspect of our citizenship 
and an expression of social cohesion. (Commission on the Future of Health 
C.ire in Canada 2002: xxi) · 

The dominant policy paradigm in Canadian health politics is premised on the 
understanding of health care as a right of social citizenship - a right that can and 
should be freely exercised by any Canadian, in any part of the country, regardless of 
health or wealth. The power of this paradigm, as expressed in the above quotations, 
lies in its underlying norms of equality and accessibility, which are deeply embedded 
not only in the social psyche of the nation but also in its political institutional 
structures. 

However, in the policy literature, the durability of the health policy paradigm in 
Canada is more often attributed to the rules governing the exercise of political 
authority- primarily federalism, parliamentary governance, and state-society relations 
- than it is to the embeddedness of the paradigm itself. In these arguments, policy 
stasis is the result of the inability of political actors to overcome institutionalised 
decision rules necessary for policy change. On the contrary, as this chapter will 
demonstrate, institutional arrangements governing Canadian health policy should 
actually facilitate policy change rather than inhibit it. The Westminster parliamentary 
system of government and the particularities of Canada's electoral and party systems 
concentrate an inordinate amount of authority in the political executive - to the point 
where some analysts describe Canadian governments as 'friendly dictatorships' . The 
only real veto on executive power in Canadian politics is the electorate. Secondly, 
although federal-provincial wrangling has dominated the health policy agenda for 
decades, . health policy decision-making authority lies exclus~vely with provincial 
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governments. The provinces have constitutional jurisdiction over health care, whereas 
the federal government exercises its influence through its spending power. The federal 
spending power is no minor policy instrument; in some provinces, Medicare would 
cease to exist without federal funds. However, in the period under study, the federal 
spending power declined almost to the point of obsolescence, and the political 
legitimacy of the federal spending power was arguably the weakest it had been since 
Confederation. In such a situation, it would be reasonable to assume that a relatively 
wealthy and determined provincial government would face few tangible 
intergovernmental barriers to implementing health policy change. 

Finally, the technical expertise of provider groups- mainly physicians -in the health 
care system is indeed influential in shaping policy. However, given degree of authority 
centralised in the political executive, interest groups generally have had limited access 
to and influence on government actors. Therefore, the political power of these groups 
to effectively prevent or alter policy decisions is relatively limited. As the past decade 
of health system restructuring in Canada has demonstrated, these groups have had 
limited success in challenging the autonomy or capacity of determined provincial 
governments to take decisive action. 

In this and the next chapter, an alternative explanation for the longevity of Canada's 
health policy paradigm will be elaborated - one that explores the role of deeply 
ingrained ideas, in the form of norms and values, that govern the system. This chapter 
will make the argument that institutionalist explanations about policy immobility in 
Canadian health care do not adequately explain why challenges to the dominant 
policy paradigm have failed to take hold. Nor do these explanations capture or give 
sufficient credit to the power of policy ideas - as expressed in the dominant policy 
frame governing the system - in shaping ·and limiting the scope for policy change. 
Before turning to an examination of the institutionalist explanations, the next section 
will briefly describe the dominant policy paradigm and the case of the challenge to 
that paradigm put forth by the province of Alberta. 

Canada's Dominant Policy Paradigm and the Institutional Legacies of National 
Health Insurance 

Canada's national health insurance system is actually a collection of ten provincial 
and three territorial systems that are governed by broad national principles. These 
principles ensure that the vast majority of Canadians receive all necessary medical and 
hospital services, with no charges at the point of service. The system was established 
in two stages . First, in 1957, the federal government enacted the Hospital Insurance 
and Diagnostic Services Act (HIDSA), which initiated a publicly financed insurance 
program for medically necessary hospital and diagnostic services. Second, coverage for 
physicians' services was introduced in 1966 with the Medical Care Act (MCA). The 
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federal government consolidated the HIDSA and the MCA in the Canada Health Act 
(CHA) in 1984. 

Implicit in the federal legislation are two organizing principles of the system - public 
payment and private practice - which have been in place, virtually unchanged, since 
its inception (Naylor 1986). The public payment principle requires provincial 
governments to ensure that all medically necessary physician, hospital and diagnostic 
services are available on 'uniform terms and conditions' to all legal residents. The 
system is financed primarily through general taxation revenues, and in a few 
provinces, supplemented by insurance premiums and/or designated payroll taxes . All 
medically necessary hospital and physician services must be provided to patients 
without charge and irrespective of a person's ability to pay, including payment of 
premiums. Third-party private insurance for government-insured hospital, medical 
and diagnostic services provided within Canada is prohibited. In addition to the 
services covered by the Canada Health Act, all jurisdictions also offer a range of home 
care services, pharmacare and dental plans for certain portions of their populations, 
and financial subsidies for assistive devices. The scope and breadth of coverage for 
these services and benefits vary significantly across jurisdictions, and all are subject to 
user charges and/or patient copayments. 

The private practice principle reflects the fact that the provision of hospital and medical 
services occurs almost entirely within the private sector. That is, most physicians are 
not employees of government, but rather are private entrepreneurs who negotiate fees
for-service with government, and bill government insurance plans for payment. A 
small proportion of physicians is paid through alternative payment arrangements, 
such as patient per capita fees or salaries. Hospitals are also private . corporations, 
although the vast majority is non-profit institutions owned and operated by voluntary 
organizations, community boards of trustees or municipalities . In principle, hospitals 
are accountable to their local communities rather than to the provincial government, 
but they also negotiate with government or government agencies for their annual 
operating budgets, and to a lesser degree, for capital and infrastructure funding. 

This division of health care financing and delivery between the public and private 
sectors, respectively, suggests that the primary role of government is to 'purchase' 
services for its citizens. Provincial governments exercise monopsony power in 
negotiating fees with provincial medical associations, which act on behalf of all 
physicians billing provincial insurance plans for their fees, and with individual 
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hospitals. 1 Day-to-day operation and management, as well as clinical and service 
delivery decisions are left to managers and providers within the system. Consumers of 
health care services - insured patients - exercise free choice of primary care physicians, 
while most other services require medical referrals. 

The core principle underlying these organizational arrangements is equity. Equity is 
manifest in the five program criteria or conditions of the Canada Health Act 
universality, accessibility, comprehensiveness, portability and public administration. 
Public administration requires that provincial plans be "administered and operated on a 
non-profit basis by a public authority" (Canada Health Act, R.S. 1985, c. C-6) that 
reports directly to the provincial government. Comprehensiveness requires that "all 
insured health services provided by hospitals, medical practitioners or dentists ... " be 
covered by provincial plans. Universality requires that 100% of eligible residents be 
covered by provincial plans "on uniform terms and conditions." The portability 
provision prohibits provincial residency requirements for eligibility that exceed a three 
month period, and also requires provincial plans to provide coverage for provincial 
residents when temporarily outside their home province, either in or out of Canada. 
Finally, the accessibility requirement, which is most explicitly tied to equity, deals 
directly with the issue of patient charges. It states that a provincial plan "must provide . 
for insured health services on uniform terms and conditions and on a basis that does 
not impede or preclude, either directly or indirectly whether by charges made to 
insured persons or otherwise, reasonable access to those services by insured persons." 

As the quotes at the beginning of this chapter illustrate, the principles of the Canada 
Health Act and health policy paradigm they establish, have become well grounded in 
the political culture and identity of the nation. Since the early discussions about a 
national system of health insurance by the federal Liberal Party in 1918, the idea of 
universally accessible health care for all Canadians has become firmly entrenched in 
political discourses about national identity and unity, social citizenship, and the role 
of the state. Central to this health care paradigm are publicly financed services 
because access to high quality health care without financial barriers is a collective 
responsibility (Canada, National Health and Welfare 1983; Mendelsohn 2001). 
However, in the 1980s and extending well into the 1990s, the government of the 
province of Alberta actively contested the principles of equity and public payment. 
Alberta defied the Canada Health Act, specifically the accessibility provision, by · 
allowing patient charges for a number of medically necessary services that were 
covered by the provincial health insurance plan, and proposing new charges for other 
services. 

1 In a number of provinces, regional health authorities are delegated the responsibility and 
budgets to negotiate 'purchasing agreements' with local hospitals and other service provider organisations 
(not including physicians). In some instances, hospital boards were amalgamated and replaced by the 
regional authority. 
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The challenging discourse put forward by the Alberta government had two facets. 
First, it questioned the constitutional and moral legitimacy of the federal 
government's role in areas of provincial jurisdiction, of which health care was one. 
Second, the Alberta government disputed the merits of the accessibility provision 
itself - that is, whether the prohibition on user charges was actually necessary to 
ensure equitable access . Despite frequent and regular confrontations with the federal 
government, Alberta's challenging discourse failed to persuade key stakeholders to 
adopt a new Medicare paradigm. On the contrary, the discourse mobilized many 
interests and citizen groups, as well as the federal and other provincial governments, 
in opposition. This opposition was unified around augmentative discourses - both 
rhetorical and instrumental - which reaffirmed the equity and public payment 
principles, and successfully maintained the status quo of the system. 

Before turning to the particular case of Alberta's challenges in the next chapter, the 
remainder of this chapter will explore the evolution of institutional arrangements for 
health care in Canada. It will present the institutional arguments for health policy 
immobility and demonstrate their inability to fully explain the power and persistence 
of the dominant paradigm in the face of determined challenges. 

Institutional Dynamics and Policy Immobility 

The public payment, private practice organizational principles, and the underlying 
core principle of equity, as articulated in the five conditions of the Canada Health 
Act, form the policy paradigm governing Canada's health care system. The stability of 
this paradigm is attributed to a combination of factors, including the institutional 
structures of the system, as well as the power of particular interest groups - mainly 
physicians (Boase 1996; Hacker 1998; Maioni 1998; Taylor 1987; Tuohy 1989, 
1999). The Canadian policy literature suggests that health politics in Canada are 
primarily influenced by: 

1) The combination of Canada's Westminster parliamentary system of 
government and its electoral system, which concentrate both power and 
accountability in the executive, and inhibit policy innovation and change; 

2) The decentralized federal system, dominated by inter-state executive relations, 
which has led to a competitive and confrontational dynamic on health issues 
and policy stasis; 

3) Clientele pluralistic relations between key health system interest groups and 
the state, particularly physicians and provincial governments~ 
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The combination of Westminster parliamentary government with an unusually 
decentralized form of federalism has led to a highly politicized regionalism in Canada, 
rooted in "the drive of provincial political, bureaucratic, and economic elites to mold 
provincial societies and undertake responsibility for managing provincial economic 
development" (Simeon 2002: 17). This 'province building', accompanied and 
challenged by the 'nation-building' efforts of the federal government, particularly in 
the politics of the welfare state, has often resulted in an intergovernmental stalemate 
on the issue of health care - perhaps the most popular and politically salient program 
of any government in Canada. However, this stalemate, it will be argued, is an 
ideationaVdiscursive rather than an institutional or structural barrier to policy change. 

Westminster Parliamentary Government and Political Parties 

Strong states - that is, governments that are autonomous from societal groups in 
formulating policy objectives and that have the capacity to act on these objectives and 
see them implemented- are a function of institutional structures and rules (Coleman 
and Skogstad 1990). In particular, state strength is influenced by constitutional 
provisions, such as the fused executive and legislative branches of government in 
Westminster parliamentary systems, rules of conven~ion, such as strong party 
discipline, and electoral rules, such as the first-past-the-post system that favours 
single-party majority governments (lmmergut 1992; Weaver and Rockman 1993). 
Each of these factors influences the number of discrete decision points at different 
institutional locations - the greater the number of decision points, the larger the 
number of potential vetoes or "points of strategic uncertainty" (Immergut 1992: 66). 

In Canada, the executives of both the federal Parliament and of provincial legislatures 
are selected from members of the governing party. The executive is governed by a 
strong tradition of solidarity: regardless of internal debates and disagreements, all 
members of cabinet are expected to reflect a publicly united front on all issues. Power 
is further concentrated within cabinet in the Premier or Prime Minister, who is often 
described as primus inter pares - first among equals - since s/he wields the authority to 
appoint members from the governing party to cabinet (Bakvis and MacDonald 1993; 
Dunn 1996; Kornberg, Mishler and Clarke 1982) . With this privilege, the First 
Minister can exercise considerable personal influence over cabinet appointments and 
therefore cabinet decisions. 

The convention of tight party discipline virtually ensures that cabinet will receive the 
support ·of members of the governing party. Members of the parliamentary party are 
required to vote with cabinet, and only rarely are 'free votes' on particular issues 
tolerated. Canada's single-member plurality electoral system favours stable single
party parliamentary majorities and thus ensures that the government will have the 
support of the legislature (Bakvis and MacDonald 1993; see Table 4.1 ). Finally, 
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provincial parliaments have no second chamber to challenge their decisions, and 
although the federal parliament still retains a second chamber - the Senate - it has 
very limited impact on the policy process and only very rarely exercises its 
constitutional veto. 

This paucity of legislative veto points in the Canadian parliamentary system means 
that the executive is the "effective point of decision" in provincial and federal 
parliaments (Immergut 1992: 65) . As a result of these institutional structures and 
rules, "legislative politics in [Canada] are almost entirely party politics, marked by a 
primal and relentlessly adversarial division between the government and the 
opposition. Government and opposition, of course, are defined essentially in terms of 
parties" (White 1996: 207). And political parties in Canada have evolved over time 
into "an extension of the leader, a personalized machine to build and sustain a 
coalition of support for the leader's policies." (Carty 1991: 136). 

Therefore, the only likely condition for a parliamentary veto in Canada is minority 
government in which political parties actively exercise their influence. Although · 
minorities are less frequent in Canada than Germany, they do occur and have the 
potential for significant influence in policy decisions. For example, in 1966 the · 
minority Liberal government passed the federal Medical Care Act in part due to the 
New Democratic Party's (NDP) threat of defection from their informal parliamentary 
coalition (Maioni 1998). In general, however, the relative infrequency of minority 
governments and the strength of party discipline at both levels of government in 
Canada concentrate accountability within the governing party, making electoral vetoes 
more significant than parliamentary vetoes (Immergut 1992 ). As a result, political 
parties and their leaders have come to have influential roles in shaping electoral 
politics, and in turn, public policy. · 

In order to gain office, political parties in Canada tend to cultivate broad coalitions of 
support, rather than focusing on narrowly defined ideological or class issues. They are 
often referred to as 'brokerage parties' because they "are essentially similar 
organizations opportunistically appealing to a variety of interests; ideology 
distinguishes neither the party activists nor the positions adopted by the parties" 
(Brodie and Jenson 1996: 59). Brokerage parties have only a small contingent of loyal 
voters; instead they rely on recreating coalitions at each election and tend to compete · 
with one another for the same policy space and the same voters. They also tend to 
"organize around leaders rather than around political principles and ideologies ... " 
(Clarke et al. 1996: 16). 
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Canada's, two main brokerage parties, the Liberal Party and the Progressive 
Conservative Party, have long been criticized for their lack of policy innovation and 
their virtually indistinguishable platforms, Clarke et al. ( 1996) suggest that the role of 
innovation in the Canadian system is often played by smaller 'third' parties that 
emerge in difficult social or economic environments to protest and/or mobilize against 
the status quo. For instance, the Cooperative Commonwealth Federation (CCF),2 

which was originally a protest party from western Canada, played the role of 
innovator in the development of Medicare, although the national programs were 
introduced under the aegis of Liberal governments . 

Provincial party systems are much more varied than the federal system. Although 
most provinces have two fairly competitive major parties, the identity of the parties 
themselves varies considerably. In some provinces, the Liberal and Conservative 
parties have historically constituted the 'major parties' (i.e., they each consistently 
receive about 30% or more of the popular vote); in others, the major parties have also 
included the CCF/NDP, the Social Credit (SC), the Union Nationale, and/or the Parti 
Quebecois (McCormick 1996)3

. Alberta stands out from this provincial pattern of 
two- or three-party competition, having "functioned for decades with only a single 
major party ... " (McCormick 1996: 351). This is less a reflection of homogel).eity 
among the voting population and its policy preferences than of the distortions created 
by the electoral system and electoral boundaries (Archer, Gibbins and Drabek 1990; 
Dyck 1996; Smith 2001 ). Leadership also appears to have a particularly important 
role in the fortunes of Alberta's political parties - party leaders have dominated 
Alberta politics and actively reshaped the province's political culture to meet new 
circumstances (Pal 1992: 3-4; Bell 1993 ), As a result, "politics in Alberta is 
characterized by a single party consistently receiving support at the major-party level, 
with spbradic challenges from a shifting variety of opposition: groups" (McCormick 
1996: 368), 

The differences in the party systems of Alberta and the federal government suggest 
that the Westminster system at the federal level might create more obstacles to policy 
change than the provincial level. Although power is concentrated in the executive in 
both cases, the potential for an electoral veto is greater at the federal level than in 
Alberta because of the nature of different party systems. Whereas one or more viable 
opposition parties in an election may challenge the federal executive and governing 
party, the dominant political party in Alberta very rarely faces an effective opposition. 
The evolution of Medicare can, in part, be explained by the dynamics of the federal 
party system. 

2 The CCF became the New Democratic Party (NDP) in 1961, 
3 It is important to note that provincial parties- with the exception perhaps of the NDP- are 

completely independent entities, both organisationally and sometimes even ideologically, from their 
federal counterparts , 
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The Federal Party System and the Genesis ofMedicare 

The federal Liberal party has long been associated with the idea of Medicare in 
Canada. Following the end of World War I, the Liberal Party of Canada under the 
leadership of MacKenzie IGng adopted an ideology of 'positive liberalism'. This 
approach embraced the idea of state-sponsored welfare liberalism to maximise 
individual initiative and opportunity (Campbell and Christian 1996). The party 
resolved, "in so far as may be practicable, having regard for Canada's financial 
position, an adequate system of insurance against unemployment, sickness, 
dependence in old age, and other disability, which would include old age pensions, 
widows' pensions, and maternity benefits, should be instituted by the Federal 
Government." (As cited in Campbell and Christian 1996: 7 8). 

Following World War II, the party advanced a Keynesian worldview that would 
include a revamped tax system and a host of new social programs. The discourse that 
accompanied federal proposals was truth-seeking in that it sought to build consensus 
about the purpose and scope of government in a post-war society. These proposals 
were put forth in a federal-provincial conference following the end of the war. 
Although the Green Book proposals (as the federal plans became known) were delayed 
by federal-provincial disagreement on fiscal issues (a harbinger of similar future 
disputes), they established a normative policy frame that became impossible for 
lukewarm Liberals and other federal and provincial parties to disregard in the long run 
(Taylor 1987). The delay in implementing the Green Book proposals allowed the 
Liberal party to retreat to a non-committal approach toward national health insurance 
in the 1949 election campaign. However, political pressure for social reforms from the 
increasingly popular CCF made som'e form of a national program almost inevitable 
(Maioni 1995; Taylor 1987). In 1956, the Prime Minister announced a shared-cost 
national insurance program for hospital and diagnostic services. The Hospital 
Insurance and Diagnostic Services Act (HIDSA) was passed unanimously in the 
House on April 4, 1957 - two days before Parliament was dissolved and a federal 
election was called (Maioni 1998). 

The 1957 election ushered in a turbulent period in Canadian electoral politics. The 

Liberal government was defeated by a small margin; and the Conservative Party 

formed a minority government that lasted only one year. In 1958, the Conservatives 

won by a landslide - the largest majority in Canadian history (see Table 4.1 ). 

However, four years later, they were reduced to minority status, and defeated the 


, following year by a minority Liberal government. The Liberals went on to govern 

virtually uninterrupted for the next two decades. They presided over the introduction 


85 



Ph.D. Thesis, V. Bhatia 
Department ofPolitical Science, McMaster University 

of a national medical care program in 1966 (the Medical Care Act), and later firmly 
enshrined the principles of Canadian Medicare in the Canada Health Act in 1984. 

Table 5.1 : Election Results, Canada 1935- 2000 (Selected Parties 

Conservative 
 Liberal CCF/NDP Social Credit 

Year Prime Minister 
% Seats %Vote %Seats %Vote %Seats %Vote %Seats %Vote 

1935 King (Lib) 16 30 71 45 3 9 7 4 
1940 King (Lib) 16 31 74 51 3 8 4 3 
1945 King (Lib) 27 27 51 41 11 16 5 4 
1949 St. Laurent (Lib) 16 30 74 49 5 13 4 4 
1953 St. Laurent (Lib) 19 31 65 49 9 11 6 5 
1957 Diefenbaker (Con) 42 39 40 41 9 11 7 7 
1958 Diefenbaker (Con) 78 54 18 34 3 9 0 2 
1962 Diefenbaker (Con) 44 37 38 37 7 14 11 12 
1963 Pearson (Lib) 36 33 49 42 6 13 9 12 
1965 Pearson (Lib) 37 32 49 40 8 18 2 4 
1968 Trudeau (Lib) 27 31 59 45 8 17 0 1 
1972 Trudeau (Lib) 41 35 41 38 12 18 6 8 
1974 Trudeau (Lib) 36 35 53 43 4 5 
1979 

6 15 
Clark (Con) 48 36 40 40 9 18 2 5 

1980 Trudeau (Lib) 37 33 52 44 11 20 0 1 
1984 14 28 .Mulroney (Con) 75 50 11 19 
1988 Mulroney (Con) Reform Party•57 43 28 32 15 20 
1993 Chretien (Lib) 1 16 60 41 3 7 18 19 
1997 Chretien (Lib) 7 11 51 38 7 19 20 19 
2000 Chretien (Lib) 4 12 57 41 4 9 22 26 

Sources: Thorburn 1991 ; Clarke et al. 1996; Elections Canada Online 2003a and 2003b 

·The other main political party in Canada at the time, the Conservative Party, 
promoted a blend of toryism and economic liberalism leading up to and following 
World War I. While it too favoured some form of social policy and welfare state, it 
did so for different reasons - social policy was a means to maintaining social order 
rather than a necessary condition for individual freedom (Campbell and Christian 
1996). However, burdened by the difficulties of governing during times of war and 
economic depression, the party faced a great deal of internal turmoil and conflict, and 
experienced the wrath of voters in the 1935 election, when it was thrown from office 
(see Table 5.1) . Prime Minister R. B. Bennett's version of America's New Deal had 
tried to embrace the discourse of welfare liberalism but was rejected both at the polls 
and by some members of his own party. Following Bennett, the party had numerous 
leaders and "struggled to find its way ideologically." (Bickerton, Gagnon and Smith 
1999: 32; Campbell and . Christian 1996) . It remained a fractured and largely 

4 The Reform Party became the Canadian Reform Conservative Alliance in 2000, which in tum 
joined with the Progressive Conservative Party of Canada to form the Conservative Party of Canada in 
2003 . 
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ineffective opposition party during more than two decades of Liberal rule, which 
ended with the 1957 election. 

The election of John Diefenbaker to lead the Conservatives (now known as the 
Progressive Conservative Party, or PCs) and, shortly afterward the country, rather 
paradoxically only magnified the lack of ideological direction within the party. 
Diefenbaker's leadership rested less on his ideology, which more often than not was 
inconsistent with the conservative tradition of business liberalism, than on his 
populism (Campbell and Christian 1996). For instance, he supported social reform 
and his government implemented hospital and diagnostic services insurance programs 
that were legislated by the Liberal government, but he seemed reluctant to expand the 
program to include medical care insurance. Instead in June 1961, under pressure from 
the Canadian Medical Association, the Prime Minister appointed the Royal 
Commission on Health Services (RCHS) to investigate the issues. Taylor ( 1987: 335) 
notes: "By his decision [to appoint the RCHS], the prime minister may well have 
assumed that he had removed the issue of health insurance from his active agenda for 
the next three years." However, by the time the Commission reported, the 
Conservatives had been elected out of office and replaced once again by the Liberals. 
It was not until Brian Mulroney entered the scene as party leader in the early 1-980s 
that the Conservatives were able to regroup and pose an effective challenge to Liberal 
dominance. 

Under Mulroney, the Conservative Party advocated a neo-conservatism in the style of 
its contemporaries led by Reagan in the U.S. and Thatcher in Britain. But, typical of 
Canadian brokerage style politics, the party did not wish to alienate voters by 
adhering to a narrow ideological path. Instead, Mulroney and his party engaged in an 
instrumental discourse regarding health care, describing it as 'part of a 'social trust', 
while at the same time advocating fiscal conservatism to protect that trust (O'Neill 
1996). In two terms in office, notwithstanding attempts to reduce overall government 
expenditures, the Conservatives did little to actively challenge the dominant health 
policy paradigm (O'Neill 1996). 

The electoral dynamic between the Liberals and Conservatives, particularly in the 
immediate post-war era, was profoundly influenced by the CCF, which has been 
Canada's most successful and enduring social democratic party. It was created in 1933 
as an alliance of trade unions, small socialist parties, agrarian protest movements, 
women's groups, and the Social Gospel (Bickerton, Gagnon and Smith 1999). As a 
federation of disparate groups, it embraced a number of often competing ideologies 
and policy objectives including, among other things, social insurance and socialized 
health services. It was not until the prosperous post-war era that the CCF gained a 
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more defined purpose and greater electoral success. Its emphasis shifted from the 
overthrow of capitalism to "a new kind of reformism which proposed to modify 
capitalism only as much as was necessary to achieve welfare goals for the population. 
The essential tool for implementation of these reforms was the state" (Brodie and 
Jenson 1991: 202). 

This more moderated vtston for society, along with the formal endorsement of 
organized labour, helped the CCF make substantial gains in popular opinion polls. In 
1943, the CCF marginally surpassed both the Liberal and Conservative parties in 
popular support. By the mid-1940s, the CCF had succeeded in winning provincial 
elections in Saskatchewan, where it was led by the legendary Tommy Douglas, and in 
gaining official opposition status in British Columbia and Ontario. Although it failed 
to translate this popularity into gaining federal office, the party's robust showing the 
polls posed a tangible electoral threat to the governing Liberals. 

Canadian labour organizations had long been advocating for a publicly funded health 
insurance program and decided to formally endorse and collaborate with the CCF. As 
a result, the federal CCF was reborn and renamed the New Democratic Party (NDP) 
in 1961, with Tommy Douglas as its leader. The NDP continued to ha:ve more 
electoral success provincially than federally, especially in the west where it has formed 
governments at various points in Manitoba, Saskatchewan and British Columbia. 
Nevertheless, Maioni (1998: 158) argues that "the CCF-NDP's presence forced the 
major parties, at both the provincial and federal levels, to recognize the potential of 
the labor vote, and it gave Canadian labor significant leverage on the political agenda 
for health reform." Maioni (1998: 161) concludes that "the conflict around the 
control of the health agenda was profoundly affected by the existence of a third party 
of the Left. At every stage in the health insurance debate in Canada, reform initiatives 
by both federal and provincial leaders were influenced by this social-democratic force." 

Alberta: Medzcare in a One-Party State 

Single party dominance has characterized Alberta politics for much of the province's 
history (See Table 5.2) . What makes Alberta unique in Canadian politics is not the 
enduring tenure of a particular party but rather the relative weakness of opposition 
parties in the provincial legislature. In eighteen general elections between 1935 and 
200 1, only twice has a party other than the winning party won more than 30% of the 
total number of seats in the legislature. In almost all cases, the winning party has won 
with a sizable majority (i.e., well over 60% of seats) . In addition to the distortions 
created by the electoral system, a heavy rural bias in the allocation of legislative seats 
has favoured parties in power - Social Credit and Conservative governments received 
their strongest support from rural constituencies, in contrast with the opposition 
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Year Premier 
Conservative Liberal CCF/NDP Social Credit 
%Seats %Vote %Seats %Vote %Seats %Vote %Seats %Vote 

1935 Aberhart (SC) 3 7 8 23 -- - 89 54 
1940 Aberhart (SC) - - 2 1 0 11 63 43 
1944 Manning (SC) - - - - 3 25 85 52 
1948 Manning (SC) -- - 4 18 4 19 89 56 
1952 Manning (SC) 3 4 7 22 3 14 85 56 
1955 Manning (SC) 5 9 25 31 3 8 61 46 
1959 Manning (SC) 2 24 2 14 0 4 94 56 
1963 Manning (SC) 0 13 3 20 0 10 95 55 
1967 Manning (SC) 9 26 5 11 0 16 85 45 
1971 Lougheed (PC) 65 47 0 1 1 11 33 41 
1975 Lougheed (PC) 92 63 0 5 1 13 5 18 
1979 Lougheed (PC) 94 57 0 6 1 16 5 20 
1982 Lougheed (PC) 95 62 0 2 3 19 0 1 
1986 Getty (PC) 73 51 5 12 19 29 - -
1989 Getty (PC) 71 44 10 29 19 27 0 0 
1993 Klein (PC) 61 44 39 40 0 11 0 2 
1997 Klein (PC) 76 51 22 33 2 9 0 7 
2001 Klein (PC) 89 61 8 27 2 8 0 0 
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Liberals and CCF/NDP, who drew their support from large urban centres (Dyck 1996; 
Smith 2001). 5 

Table 5.2: Election Results, Alberta 1935-2001 (Selected Parties) 

..
Sources: From Caldarola 1979; Elections Alberta 2003; - 1nd1cates that no candidates were 
nominated for this election 

. Alberta's Social Credit party was founded by William ("Bible Bill") Aberhart, and 
within months went on to resoundingly defeat the United Farmers of Alberta (UFA) 
government in the 1935 provin.cial election. Social Credit was a "confederation of 
loosely connected study groups, largely composed of workers, farmers, and not 
especially successful small businessmen, united only by a common disillusionment 
with existing political organization and support for the basic Aberhart proposals" 
(Finkel 1989: 39). Aberhart, who was a fundamentalist lay preacher with a very 
popular bible hour radio program, also preached a populist 'secular gospel' promising 
to reform the monetary and financial systems of the province which, coming in the 
throes of the Depression, had great popular appeal. Although he was largely thwarted 
in his economic reform efforts by a string of unfavourable court decisions about the 
constitutionality of his plans (these decisions were a significant source of federal
provincial tensions that have since grown), Aberhart's government did make progress 

5 Smith (2001 : 285) notes that "in 1955 Calgary and Edmonton had an average of 17,768 and 
18,153electors per MLA respectively, versus 7,411 electors per MLA in the rest of the province .. . a bias 
that has since been attenuated but not eliminated." 
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on a number of social policy issues, including health care. The number of hospital 
beds was increased and programs were established to provide free medical care for 
pensioners, and for tuberculosis, cancer, polio and maternity patients. The 
government also subsidized a number of municipal health insurance schemes that 
included hospital care, dental benefits and pharmaceuticals (Caldarola 1979; Finkel 
1989). 

Social Credit after Aberhart became much less radical and populist. Under the 
leadership of Ernest Manning, who succeeded Aberhart in 1943, "Social Credit 
quickly abandoned its populist roots, and became the most purely business liberal 
government ever to govern a Canadian province" (Campbell and Christian 1996:201 ). 
The Manning government resisted implementing the federal government's compulsory 
health insurance programs, arguing that they discriminated '"against a system 
designed to minimize the abuse of hospital services and reduce the aggregate cost to 
the two levels of government."' (Premier Ernest Manning, as cited by Finkel 1989: 
149-50). Manning instead promoted discourse that gave primacy to market principles 
such as free choice and individual responsibility: 

Mr. Manning stated that in his view the principles of universal compulsory 
application are unsound in a free society. He maintained that an individual 
should have the right to decide the manner in which he received medical care 
and he considered compulsory universal application as a violation of this 
principle.. . He believed that society collectively should be responsible for 
bringing the costs within reach of the individual but the state's responsibility 
should be limited to this ... (Minutes of federal-provincial conference, July 
1965, as cited by Finkel1989: 150). 

With the support of the medical and health insurance lobbies, Alberta implemented ·a 
system dominated by private insurance plans, with government subsidies only for 
certain low-income groups within the population. This system - dubbed 
"Manningcare" - was widely criticized since only a minority of those eligible for 
subsidies were actually subsidized, while wealthy farmers were able to qualify for 
subsidies by taking advantage of favourable tax loopholes (Taylor 1987). The national 
medical care insurance program was implemented despite the protests of the Alberta 
government, including the minister of health, who resigned in protest against the 
federal proposals . The province acceded to the federal Medical Care Act only after 
Manning's resignation, and only because of the federal government's "political 
blackmail" in offering a program that was popular with Albertans but so ideologically 
distasteful to their government. · 

Subsequent governments in Alberta, both Social Credit and Conservative (the latter 
took office in 1971 ), did very little to change Medicare or other social programs. 
Throughout the 1970s, oil and gas revenues ensured the province's prosperity and 
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overall social spending continued to rise, with Alberta topping the list of Canadian 
provinces both with respect to lowest taxes and highest overall per capita public 
spending (McMillan 1996; Smith 2001 ). By the mid 1980s, however, provincial 
fortunes took a sharp dive as the petroleum and agricultural industries on which the 
economy depended were struggling and unemployment rates rose sharply. The 
government initiated a series of reductions in social program spending, with the result 
that it had the lowest rate of growth in public spending of all provinces between 1986 
and 1992 (Smith 2001: 290) . As the economic situation worsened, so did the political 
fortunes of the government. Plagued by labour unrest and a population disgruntled by 
rising taxes and high unemployment, the Conservative government was only able to 
capture 44% of the popular vote in the 1989 election. The Liberals and NDP each 
garnered almost 30%, but the Conservatives returned again with a majority 
government. It was in this political and economic climate that Ralph IGein became 
premier and a significant shift in the political environment of the province occurred. 

From the beginning, IGein established a strongly ideological and populist discourse to 
distance himself from the profligacy and unpopularity of the previous government. 
The "IGein Revolution" emphasized economic conservatism, openly challenged the 
role of government in society and initiated a massive withdrawal of the state· from the 
everyday lives of its citizens. This withdrawal is most apparent in large reductions in 
government spending on various social programs, including health, education and 
welfare. Between 1993 and 1997, real per capita government expenditures in Alberta 
were reduced by one third (Bruce, Kneebone and McKenzie 1997). In health care 
alone, per capita spending in real dollars fell by 27%. This remarkable achievement 
"demonstrates that few if any other systems in the Western industrialized world can 
ma~ch the cost-controlling abilities of a Canadian pro':ince operating within the 
confines of the national Medicare Act once the province has developed the political 
intestinal fortitude required to reduce health care costs markedly" (Plain 1997: 291) . 
Despite such demonstrable fortitude and ideological commitment, not to mention 
institutional capacity, in virtually all other aspects of its agenda, the IGein government 
rather surprisingly backed away from its challenge of the principles of the Canada 
Health Act. This failure will be explored in more detail in the next chapter. 

Political Institutions and the Concentration ofPower 

This review of parliamentary and party politics in Canada and Alberta suggests that 
these institutional arrangements not only were not an obstacle to significant policy 
change, but that they also left considerable scope for such change. The provincial 
political executive has a considerable degree of autonomy and capacity to act in the 
health arena since the concentration of authority in the executive is virtually 
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unchecked in the parliamentary system, except in rare instances of minority 
government. As a result, electoral politics and political parties are the primary sources 
of challenge to the power of the governing party. 

In federal politics, the three-party system that dominated the post-war era was a 
crucial factor in the implementation of a national Medicare program. The CCF-NDP 
actively promoted the idea of national health insurance and garnered the support of 
key groups, including organized labour. With this support, the CCF-NDP was able to 
pose a credible electoral threat to the governing Liberal Party, forcing the Liberals to 
act on their earlier promises of a national system of health insurance. 

The Social Credit and Progressive Conservative parties have dominated Alberta's 
single-party system for more than 65 years. Both of these parties have promoted a 
conservative economic agenda that favoured trickle-down economics and a residual 
role for the state in social provision. Although the government acceded to national 
Medicare programs, it was with great reluctance and resentment that the federal 
government had politically blackmailed Alberta. In contrast to the federal situation, 
opposition parties had virtually no effect on the decisions of the Alberta government 
since they posed .no credible electoral threat. The consequence of Alberta's single
party system, which remains in place to this day, is that the power of the executive is 
effectively uncontested. 

Canadian Federalism and the Division of Powers 

Since its formation in the nineteenth century, Canada's federal system has evolved 
from a highly centralized to one of the most decentralized federations in the world 
today. The Constitution Act 1867 created two orders of government, federal and 
provincial, granting the federal government the powers of reservation and 
disallowance as the 'senior' government. The more significant powers at the time, such 
as taxation, international trade and defense, were also given to the federal 
government, with provincial governments having jurisdiction over what were 
considered smaller and more local spheres, such as natural resources, health and social 
policy. However, over time the balance of power has shifted from the federal to 
provincial governments. Federal powers of disallowance and reservation have fallen 
into disuse, and the so-called 'local' issues, such as natural resource royalties, property 
and civil rights and social matters have demanded an increasing proportion of the 
attention and finances of government. 

The interaction of two sets of relatively autonomous political actors creates a number 
of different policy dynamics that have profoundly affected health policy development 
over time. In the immediate post-war era, intergovernmental relations were generally 
cooperative. Policy dynamics were characterized by independent policy innovations 
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within the provinces with diffusion across all provinces facilitated by the spending 
power of the federal government. However, in the late 1960s, the dynamic became 
more competitive, characterized by competitive state building and policy preemption 
in different policy spheres (Pierson 1995: 459; Weaver 1986). Students of federalism 
argue that the dilemmas of shared decision mal<ing, particularly with two relatively 
autonomous orders of government, tend to result in satisficing rather than optimal 
policy outcomes; a preoccupation with institutional and jurisdictional protections 
more than actual policy content; and to opting-out or unilateral action rather than 
collaboration (Pierson 1995: 462; Richards 1998; Scharpf 1988). Thus, at the 
intergovernmental interface, jurisdictional dilemmas "in general. .. produce policy 
outputs such as might have been expected from a large coalition government." (Tuohy 
1989:143). 

In the health sector, the policy dynamics of federalism since the late 1960s have 
indeed appeared to constrain the capacity for coordinated policy change (G. Gray 
1991; Maioni 1998; Tuohy 1999). The division of powers in Canadian federalism has 
resulted in 

a system of parallel rather than interlocking governments, with each 
government asserting the right of · unilateral action in its separate 
jurisdiction .. . The wide scope for unilateral action arising from the way powers 
are divided in the constitution provides the conditions for the aggressive 
unilateralism and 'thrust and riposte' that characterizes much of the recent 
history of Canadian intergovernmental relations. In these conflicts, the rules 
themselves have been high on the political agenda (Painter, as cited in Pierson 
1995:464). 

However, despite their demonstrated institutional capacity and constitutional 
authority for unilateral action in Medicare, provincial governments have been 
reluctant to directly challenge or violate the principles of the Canada Health Act. This 
is surprising because the Act "does not purport to legally bind provincial governments. 
Rather, it binds the federal government by defining the conditions that must be met 
for federal payments to the provinces to be legal" (Choudhry 2001 :41). In fact, 
Supreme Court jurisprudence suggests that, given the division of powers, direct federal 
regulation of health insurance would be unconstitutional. Instead, federal intervention 
in health care can only come about through the use of its spending power- that is, by 
spending "monies in areas of provincial jurisdiction by making transfer payments to 
provinces, and by attaching conditions to those func;ls." (Choudhry 2001:41). 

The federal spending power was a critical factor in the diffusion of Medicare across 
the provinces but less of a factor in establishing the parameters for such a program in 
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the first place, as will be demonstrated in the next section. Rather, it was provincial 
governments that provided the innovation and the impetus for universal health 
insurance. Since intergovernmental relations during this period were co-operative and 
consensual, the pursuit of a national system of health insurance was facilitated with 
federal financial support. However, as a subsequent section of this chapter will 
demonstrate, the reverse is not necessarily true: the federal spending power is not and 
need not be a brake on the retrenchment of those same programs in more recent 
times. In the late 1970s, intergovernmental relations became much more competitive 
and confrontational, particularly in the health arena. In this climate, unilateral action 
by both orders of government, but particularly the federal government, was the norm. 
The federal government initiated a succession of freezes and reductions in transfers to 
the provinces for health and other social programs, opening the door for some 
provinces to threaten to break away from the federal conditions articulated in the 
Canada Health Act. 

The following sections will explore these developments in Canadian federalism and 
health policy, with a particular focus on the relationship between Alberta and the 
federal government. 

Cooperative Federalism and the Genesis ofCanadian Medicare 

An era of cooperative federalism following the immediate post-war period gave birth 
to Medicare through conditional, shared cost programs for hospital construction, 
hospital and diagnostic care, and finally, medical care. Although relations between the 
two orders of government were typically acrimonious, they nevertheless reflected a 
problem solving decision style based on trust, shared interests and broadly common 
goals (Dupre 1985). The motivations for entering into negotiations for a national 
program were different for each government, but they shared a truth-seeking discourse 

. in which their common objectives were to address inequities in the burden of illness 
both between individuals as well as provinces, and smooth Canada's transition to an 
industrial economy (Banting 1987; Simeon 2002). Both orders of government were 
also subject to political pressure from their respective constituencies and political 
opponents, many of whom expected and advocated for a stronger role for government 
in social provision (Banting 1987; Maioni 1995; Taylor 1987). "In effect, pan
Canadian social policy seemed to rest on a pan-Canadian consensus on the social role 
of the state" (Banting 1998: 59). 

After World War II, the federal government established a system of National Health 
Grants - conditional grants for a range of health services, research, training and 
hospital construction (Taylor 1987). The grants were welcomed by provincial 
governments and generally viewed as the first stage of a broader national program of 
health insurance, and cemented the de facto interdependence between two orders of 
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government. Following this initial burst of activity, the federal government's 
commitment to a national health insurance program wavered with the retirement of 
Prime Minister IGng. His successor, Louis St. Laurent, preferred a 'free enterprise' 
approach. Instead, it was provincial governments, notably Saskatchewan, which made 
substantial progress toward public health insurance. 

In 1947, Saskatchewan's CCF government introduced publicly funded hospital 
insurance for all its residents, which later served as a model for governments across the 
country. As Premier Douglas observed, "We had to demonstrate the feasibility of the 
Plan before the Dominion-Provincial Conference if we were ever going to get federal 
participation" (as cited in Taylor 1987:80). Saskatchewan's innovation was followed 
in 1948 by a similar program in British Columbia. Alberta's Social Credit government 
phased in subsidies for municipal hospital plans, beginning in 1949, which covered 
about 75% of its population. Newfoundland also had a publicly financed cottage 
hospital system covering about half its population. Finally, under strong pressure from 
a number of provincial governments, particularly Ontario, and following extensive 
intergovernmental negotiation, the federal government introduced the national 
Hospital Insurance and Diagnostic Services Act (HIDSA) in 1957, which provided 
conditional grants for the program to be implemented across the country.

In 1962, Saskatchewan was again the policy innovator in establishing publicly 
financed medical care insurance for physicians' services. By 1966, under pressure from 
the NDP in opposition and a number of provincial governments, the federal 
government legislated the Medical Care Act (MCA). The Act facilitated the diffusion 
of Saskatchewan's program across the country with an offer of shared-cost financing to 
any province that had a publicly administered, portable, comprehensive and universal 
medical insurance program. Unlike the HIDSA, however, the MCA was legislated over 
the strong protests of a number of groups, including three key provincial governments 
- Quebec, Ontario and Alberta. Taylor (1987: 355) notes there was "growing 
opposition to 'shared-cost' programs... [I]t was the imposed conditions that, it was 
claimed, eroded provincial autonomy and distorted priorities, that had become 
increasingly repugnant to the provinces." Alberta's long-standing Minister of Health 
resigned in protest against the new national program, and Ontario's premier, John 
Robarts, characterized Medicare as "a glowing example of a Machiavellian scheme 
that is in my humble opinion one of the greatest political frauds that has been 
perpetrated on the people of this country" (Robarts, as quoted in Taylor 1987: 375). 
Thus, the . second phase of Medicare came at the price of cordial intergovernmental 
relations, and marked an important shift toward a more competitive, distrustful 
dynamic between the two orders of government. 
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Competitive Federalism: Provincial Priorities versus National Principles 

As Keith Banting ( 1995:270) notes, "the welfare state has long been recognized as an 
instrument of social integration, capable of mediating conflict and preserving stability 
in divided societies." The federal government used social policy, especially health care 
programs, to create a pan-Canadian identity and constituency that transcended 
territorially circumscribed economic, cultural and linguistic cleavages of Canadian 
society. "[T]he core of the citizenship regime was a strong and active federal 
government, providing and protecting the social rights of individuals and the culture 
of Canada" (Jensen 1997:636). This regime was premised on the idea that "Canadian 
citizens should have similar social rights and obligations regardless of the province in 
which they live." (Lazar and Mcintosh 1998:7; Banting 1998; Mhatre and Deber 
1992; Redden 2002). 

In the late 1960s, provincial governments began to challenge the legitimacy of both 
the notion of a pan-Canadian identity and the federal government's role in the 
federation. Chafing against what they perceived as federal interference, a number of 
governments, particularly Quebec and Alberta, argued in favour of the 'federal 
principle'. 6 Since confederation, successive Alberta governments .had periodically 
clashed with Ottawa on a range of issues, including economic policy, natural resource 
ownership and royalties, and the federal spending power (Gibbins 1992; Meekison 
1992; Russell 1990). Moreover, weak intrastate mechanisms for federal-provincial 
accommodation, including the fact that historically Alberta elected very few members 
of parliament from the governing party, gave credence to the feelings of Albertans that 
they were marginalised members of the federation. As a result, "federal-provincial 
conflict and regional conflict between Alberta and the national community have both 
dominated and distorted political life within the province" (Gibbins 1985: 128). 

In 1971, a new 'economic provincialism', fueled by the prosperity of the energy boom, 
emerged under the leadership of a revitalized Conservative Party in Alberta. Upon 
taking office, the new premier vowed to strengthen the province's position and role in 
the federation. Gibbins (1992: 72) argues that "Alberta's constitutional objectives in 
the 1970s were primarily defensive in character," aimed at expanding provincial 
control over and reducing federal intrusion into provincial jurisdiction. Alberta led the 
provincial charge in subsequent constitutional negotiations to ensure greater 
provincial autonomy in key policy areas, including natural resources and economic 
policy. 

6 The federal principle is defined as '"the method of dividing powers so that the general and 
regional governments are each, within a sphere, co-ordinate and independent."' Thus "federalism 
represents a system of government 'under which the ordinary powers of sovereignty are elaborately 
divided between the common or national government and the separate states."'(A.V. Dicey, as cited in 
Telford 1999:6) 
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Alberta's and Quebec's challenges to the nature of the federal political community and 
'national' policy goals shifted federal-provincial relations toward a more competitive 
and discordant dynamic, which played out in a number of policy areas, including 
health care. The 1970s and 1980s brought rapidly rising health care costs coupled 
with fiscal constraints, placing pressure on both orders of government to contain their 
expenditures. In 1977, the provinces and federal government agreed to renegotiate the 
federal shared cost commitment to health and social programs. In place of the original 
cost-sharing arrangement in · which the federal government contributed 50 cents for 
every dollar spent on health care by provincial governments, the new Established 
Programs Financing (EPF) system transferred tax points and block grants to the 
provinces for health programs. Initially, the EPF appeared to ease some of the 
intergovernmental tensions. It 

removed Ottawa's intervention [into provincial jurisdiction] and the distortion 
of provincial priorities that the provinces saw as an aggravating property of 
earlier arrangements. From Ottawa's perspective, the main advantage of EPF 
was that a large federal spending program was no longer tied to provincial 
decisions and therefore beyond the control of the federal government (Malsove 
and Rubashewsky 1986:104). 

In fact, Taylor (1987: 435) argues that the "EPF ... represented the most massive 
transfer of revenues (and therefore the substance of power) from the federal to the 
provincial governments in Canadian history." 

The satisfaction with the new arrangements was short-lived, particularly on the part of 
the federal government. In addition to fiscal considerations (namely, that the 
provinces were receiving more money than they would have under the old 
arrangements; see Brown 1986), the federal government was dissatisfied with its 
reduced visibility to most Canadians. Ottawa "felt that it was not receiving any 
political credit or recognition for the very large level of funding it was providing." 
(Maslove and Rubashewsky 1986:108). Moreover, it accused provincial governments 
of reneging on the agreement by diverting funds to non-health care programs . and 
eroding Medicare by tacitly allowing user charges. A5 health costs increased and fiscal 
pressures on governments mounted, provincial governments accused the federal 
government of underfunding the system, thereby necessitating extra-billing and 
patient charges. They charged that Ottawa no longer had the moral authority to 
enforce national standards or program conditions (Taylor 1986: 19). 

The federal government commissioned two high-profile federal review exercises to 
investigate these allegations. Both found that provinces were not diverting health care 

97 



Ph.D. Thesis, V .. Bhatia 
Department ofPolitical Science, McMaster University 

monies, but also that increasingly prevalent extra-billing and patient charges were 
contrary to the principles of the national programs. One report concluded that "the 
proper role for the federal government, in consultation with provincial governments, is 
the formulation, monitoring and enforcement of conditions on its financial support of 
provincial programs ... " (Canada, Task Force on Federal Provincial Fiscal Relations 
1981: 115). Ottawa responded to these findings by introducing the Canada Health 
Act, despite the opposition of virtually every provincial government in the country. 
The Act enshrined the principles of Medicare and gave the federal government the 
financial leverage to impose them on the provinces. Adams (2001:76-77) observes 
that "the passage of the Canada Health Act could be described more as a political flag

. raising event than a unique moment in Canadian health history ... ," because it 
"allow(ed] the federal government to claim a trusteeship role of the health system on 
behalf of Canadians at no financial cost to itself. But there was nonetheless a price - a 
political one. This arrogant act did provoke much intergovernmental conflict that has 
lasted for a generation." 

Apart from fracturing effects of regionalism and nationalism, the post-war citizenship 
regime was also challenged by a shift in the ideological consensus about the role of the 
state. Banting ( 1997: 52) argues tha_t "throughout the postwar era, the federal 
government played a critical role in forging an ideological compromise among 
provincial governments on the main directions of social policy." However, the 1980s 
ushered in a decisive political shift to the right in governments around the world and 
move towards monetarist macro-economic orthodoxy. Canada was no exception. At 
the federal level, the Progressive Conservative Party carne back into power after 
almost two decades in opposition, and a number of provinces also turned to 
conservative governments, marking the end of the postwar ideological compromise. 
Maioni and Smith (2004: 299) suggest that "the popularity of some programs, 
particularly health care, initially placed electoral limits on the open advocacy of social 
policy retrenchment. Nonetheless, successive federal governments found less visible 
ways to carry out social policy retrenchment in what has been called the 'politics of 
stealth'." Relying primarily on reductions in transfers to the provinces, successive 
federal governments reduced their financial commitments to Medicare and other 
social programs. By the early 1990s, it was projected that the cash transfers for 
Medicare would fall to zero within the decade and the federal government would have 
no spending power left to enforce the conditions of the Canada Health Act. Rather 
than mollifying provincial governments with additional funds or agreeing to relax the 
conditions, the federal government further inflamed intergovernmental tensions by 
declaring it Would continue to have a presence in Medicare, regardless of the size of 
the transfers. 

This 'politics of fragmentation' was intensified during this period as a result of 
protracted, bitter, and ultimately failed debates about constitutional reform. Calls for 
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decentralization and greater provincial autonomy carne from each region of the 
country, and coupled with the fiscal problems of deep recession, seemed to leave 
virtually no aspect of governance in the federation uncontested. The mid-1990s 
marked the nadir of Canada's political and economic crises, creating a climate of 
uncertainty and upheaval in which a challenge to a weakened federal government's 
commitment to and authority over Medicare might be expected to meet little or no 
resistance. 

Instead, a change in federal political leadership shifted the political discourse about 
Medicare back to a focus on the equity and public payment principles. Since it had no 
jurisdictional authority and dwindling spending power, the federal government relied 
heavily on rhetorical arguments to resist Alberta's challenging discourse. As the next 
chapter will demonstrate, it successfully drew upon the deep well of antagonism that 
other provincial governments and the public had towards what they perceived to be 
threats to the very foundations of "Medicare as we know it." One set of groups that 
was not opposed to Alberta's challenge was physicians' associations. However, as the 
next sections will demonstrate, despite their relative influence in the health sector, 
physicians' professional associations have been largely unable to effectively shift the 
Canadian political discourse on health care from its original, dominant paradigm. 

Corporatist Relations and Medical Dominance 

The prominence of the medical profession in health policy debates is not a 
phenomenon unique to Canada. The profession has traditionally had a monopoly on 
the requisite technical expertise and scientific knowledge necessary to govern and 
manage health care. Over time, this has allowed physicians to become one of the most 
highly organized and well-resourced interest groups in health politics. However, this 
monopoly has gradually been attenuated by the development of the state's 
institutional and bureaucratic capacity to govern and operate the vast medical
industrial complex that constitutes the health care system in most industrialized 
nations. Moreover, experiences with health reform in recent years have clearly 
demonstrated that in most countries, including both Canada and Germany, the 
political power of physicians has been circumscribed as governments struggle to 
contain health care costs. 

"Canadian medicare .. . rested from its inception in the 1960s on a fundamental 
accommodation between the medical profession and the state... " (Tuohy 1999: 30). 
This · accommodation may be described as a form · of corporatism, in which 
governments delegated broad discretionary authority to the medical profession to 
police its own ranks by regulating the scope of practice of licensees, establishing codes 
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of ethics for practitioners, and setting fee structures for its members. In exchange, 
governments limited (but did not eliminate) the entrepreneurial discretion of 
physicians by demanding negotiated provincial fee structures and, perhaps more 
significantly, excluded physicians from setting the terms of health insurance programs. 
Individual physicians continued to have the freedom to work in their choice of 
location, select their own patients and types of practice, as well as to bill patients over 
and above the established fees (Tuohy 1976a). This accommodation between the 
medical profession and government was premised on two grounds: the dominance of 
the biomedical model of health and illness, and the need for a political compromise to 
implement a publicly funded system. 

The biomedical model that dominates western medicine assigns to the medical 
profession the role of purveyor of scientific information and arbiter of technical 
authority about health and illness. "As science has risen to a privileged status in the 
hierarchy of persuasive belief, its institutionally validated interpreters - notably 
physicians, who are its emissaries in the most personal matters of physical and mental 
health- have developed stronger claims to authority, not only in scientific and clinical 
matters but also over the social and political relations surrounding them." (Starr and 
Immergu~ 1987 :224). Moreover, at the level of individual patiei)ts, physicians "serve 
as intermediaries between science and private experience, interpreting personal 
troubles in the abstract language of scientific knowledge"(Paul Starr, as quoted by 
Moran 1999:100). 

The biomedical model confers not only professional legitimacy and authority, but also 
the political power to influence health policy making, which is "strengthened by the 
legally supported monopoly over practice that it has enjoyed for most of [the last] 
century" (Lewis 1999: 158). Professional autonomy of physicians is premised on their 
technical authority over the science and practice of medicine. However, Naylor ( 1986) 
makes the point that technical autonomy can, and has been, checked by indirect 
constraints related to economic incentives and resource availability: 

These links between technical and socio-economic matters not only heighten 
professional concern over third party mediation in the medical services 
marketplace; they also provide organized medicine with an important weapon 
in political battles to ensure that intervention by the state or other agencies 
occurs in patterns salutary to professional status, incomes and working 
conditions. Disputes over remuneration can, for instance, be turned into 
crusades for better-quality care ... (Naylor 1986:13). 

Medical associations have often appealed to these arguments in attempting to broaden 
public support for their opposition to greater state intervention in medical billing and 
remuneration policies. They have also lobbied government officials, although such the 
effects of lobbying have had only limited success in Canada's Westminster system 
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(Naylor 1986). They have withdrawn services and engaged in public relations 
campaigns in an effort to pressure governments. Strikes by physicians in 
Saskatchewan, Ontario and Quebec, and the vocal opposition of physicians to the 
Canada Health Act are some instances in which the profession launched very public 
campaigns against government policies (Heiber and Deber 1987; Stevenson et al. 
1988; Tuohy 1988). Finally, the profession has also frequently formed strategic 
alliances with other groups - business representative associations, the insurance 
industry and others to further its entrepreneurial efforts (Naylor 1986; Taylor 1987). 

Despite their capacity for strong legislative action, governments in the 1950s and 
1960s had neither the technical expertise nor bureaucratic capacity to manage a state
run system without the cooperation of the medical profession. Physicians, in contrast, 
had well-established private practices scattered throughout each community across the 
country. Furthermore, a legacy of the early failures to implement a national insurance 
program was the widespread proliferation of private insurance plans, many of which 
were owned and administered by physicians. The success of these private plans and 
practices created a path dependency effect, and served to limit the scope of 
organizational alternatives for financing and service delivery. In the end, governments 
chose to use the insurance model and simply underwrite the costs of medical and 
hospital care, but leave the private delivery system virtually untouched (Hacker 1998; 
Tuohy 1992). 

The 'private practice, public payment' compromise underpins the structure of the 
Canadian health care system even today. It has had profound impact on relations 
between the profession, government and other health provider groups. Firstly, the 
compromise ensured that most other groups were implicitly excluded from the policy 
network governing health - third-party payers were effectively shut out, and the 
scopes of practice of other provider groups remained subject to the control of the 
medical profession (Coburn 1993; Tuohy 1999). For example, 'medically necessary' 
services that must be publicly insured under federal legislation are simply defined as 
any services that physicians provide. Secondly, the compromise placed physicians in a 
position of strength vis avis government by encouraging them to negotiate the terms 
and conditions of their work en masse. This monopoly power of medical associations to 
negotiate contracts with government has since become both legalized and 
institutionalized, ensuring that the profession has significant sway in the structure and 
management of the health care system. 

Coleman and Skogstad ( 1990:21) propose that in order to become an effective policy 
participant, an association must be able to "order and coordinate a range of complex 
information and activity so as to arrive at positions on relatively sophisticated policy 
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questions. Second ... the group must be sufficiently autonomous from members to be 
able to transcend their short term interests and to take a longer term perspective on 
policy while still guaranteeing members' compliance." The capacity of medical 
associations to coordinate activities and information was enhanced substantially with 
the advent of Medicare, particularly once the provincial associations banded together 
under the umbrella of the Canadian Medical Association. The ability of the 
associations' leadership to remain autonomous from their membership has also been 
gradually strengthened over the years, so that now in most provinces the provincial 
association has legal authority to negotiate fees on behalf of all its members, and the 
provincial regulatory college licenses, monitors and regulates the professional practice 
of all its members. Although there have often been pockets of discontent and even 
groups that have broken off from the provincial or national association, "common 
interests welded the overwhelming majority of doctors into a strongly united group." 
(Naylor 1986:251). 

Over time, as health systems expanded in scope and complexity, government 
bureaucracies also grew in size and expertise. The relationship between the profession 
and the state began to change as governments became more interventionist than they 
had in the first decade of Medicar_e. In part this was motivated by the rapidly rising 
costs of health care, particularly during the climate of fiscal constraint in the late 
1980s and 1990s. Physician services, which comprised about 22% of provincial 
expenditures on health in 1989, were a natural target for controlling overall health 
spending (Katz et al. 1997). To contain their expenditures, governments 
contemplated intervening in areas that had traditionally been left to the discretion of 
the profession. Instead of directly regulating the types and volumes of services that 
physicians provided (which would been strongly opposed on grounds of professional 
autonomy), governments demanded more stringent control of the overall price of 
medical services. In most provinces, this control came in the controversial form of 
global caps on physician budgets, leaving associations to determine the manner of the 
allocation of those budgets amongst their members (Hurley and Card 1996; Katz et 
al. 1997). 

Needless to say that this shift in fortunes soured the generally collegial relationships 
between the profession and most provincial governments. Katz et al. (1997: 1424-5) 
note that the profession had "few alternatives [to accepting the budgetary caps 
imposed by government], since medical associations are politically weaker than 
provincial governments." Moreover, provincial governments had the support of their 
publics, who showed "little sympathy for physician income disputes." The relationship 
between individual provincial governments and the profession in these negotiations 
varied from "Gallic statism" in Quebec to adversarial collective bargaining in British 
Columbia, Ontario, Alberta and Manitoba, and in between, "mutual accommodation" 
in Saskatchewan and the Atlantic provinces (Tuohy 1999). 
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Until the late 1980s in Alberta, the accommodat ive relationship between the 
profession and government had changed little from the days of Premier Manning and 
his support of the medical association's proposals for limited subsidized private 
insurance and free enterprise. The profession's right to extra bill patients beyond the 
provincial fee schedule was defended vigorously by the Alberta government during the 
Canada Health Act debates. At that time, extra billing was more prevalent in Alberta 
than any other province and the practice was not restricted to patients who could 
easily afford to pay, as was required by the professional association. By 1986 Alberta 
doctors had the highest average income of among all Canadian doctors (Taylor 1987). 
However, once the Canada Health Act came into effect and the province faced 
looming deficits, the prospect of an avoidable $36 million penalty from Ottawa was 
difficult to defend. The province negotiated with the Alberta Medical Association to 
exchange an increase in fees for an end to extra billing- what Taylor observes was "a 
quiet and surprising ending to a long and firmly held policy position" (Taylor 1987: 
462) . As the state of provincial finances continued to deteriorate, the Alberta 
government imposed deeper cuts on health care budgets and further alienated the 
profession by bypassing negotiations and breaking prior fee agreements (Katz et al. 
1997) . . 

Gradually, however, relationships between the medical profession and provincial 
governments seemed to converge in the 1990s as governments sought to both "assert 
their roles more forcefully and also to elaborate the terms of their accommodations 
with the profession. In this process, both the informal mechanisms of the 'mutual 
accommodation' model and the more formalized but more narrowly focused 
mechanisms of the adversarial collective bargaining model began to change." (Tuohy 
1999:210). Tuohy contends that the · new relationships facilitated greater 
collaboration between government and the profession, and resulted in the 
development of formalized 'co-management' structures - bipartite or tripartite joint 
management committees - in most provinces. These structures enabled a number of 
important cost control measures to be implemented, such as global budgets for 
physician services, reductions in the supply of physicians, delisting and privatization 
of some services, and alternative payment mechanisms. 

The experiences of the 1990s demonstrate, according to Tuohy ( 1999: 230) , that 

governments are not unwilling to exercise their legislative power in the face of 


. professional opposition when necessary, but prefer to "establish a 'shadow' within 

which their negotiations with the profession [will] proceed." In other words , they 

prefer the quiet accommodation of clientele relations to the adversarial relationships 

associated with pluralist politics. Moreover, governments tended to rely on blunt 
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policy instruments (such as budgetary caps) to make adjustments within their health 
systems, further reinforcing the arms-length relationship between the state and the 
members of the profession. 

Over time, the threat of government's legislative power has attenuated the power and 
influence of the medical profession. "The profession, fearful of exclusively top-down 
policy decisions, has remained rhetorically aggressive while becoming progressively 
more conciliatory in negotiation. It has grudgingly yielded the centre of the policy 
community to government bureaucracy, and its reluctant acquiescence to its more 
circumscribed role has encouraged governments to pursue ever more top-down policy 
directions" (Boase 1996: 298). The Canadian experience does not differ substantially 
from that in other countries, where similar fiscal imperatives have given governments 
the necessary leverage to push for health care reform and system restructuring, even 
over effectively mobilized powerful interests. As Immergut ( 1992: 41) observes in her 
comparative study of the political influence of the profession, 

contrary to what is often believed, medical monopoly [based on technical or 
professional authority] is not a key element in influencing legislative decisions. 
The exclusive right of doctors to treat patients was off-limits in these debates 
and in that sense, professional autonomy was entirely successful ... - but this 
professional autonomy did not translate into political influence concerning 
economic aspects of national health insurance. 

Summary 

This chapter has explored different factors that may account ·for the lack of policy 
change in Canadian health policy since the late 1960s. Both institutional and interest
based arguments seem to offer a less than ·convincing explanations for the inability of 
the province of Alberta to effectively pursue its challenge to the principles of Medicare 
in the mid-1990s. The concentration of authority and accountability in Canada's 
Westminster system of government give the political executive virtually uncontested 
power to make policy decisions. This concentration was particularly true in Alberta, 
where the pattern of single-party rule over the past century has weakened the 
mitigating effects of an electoral veto as a check on executive power. 

Similarly, the argument that federalism makes substantive policy change difficult due 
to intergovernmental interdependence is also contestable. First, the legal 
constitutional jurisdiction for health care belongs indisputably to the provinces, with 
the federal role limited to its spending power. Second, unilateral · actions by both 
orders of government have epitomized Canadian Medicare from its very beginnings in 
Saskatchewan, right through to the passing of the Canada Health Act and subsequent 
changes in intergovernmental fiscal relations. Although federalism has made 
collaborative action and intergovernmental consensus difficult, if not impossible, it 
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has done little to prevent unilateral decisions on the part of a determined government 
- federal or provincial. Third, as the federal spending power has become more and 
more circumscribed by virtue of declining transfer payments, the material gains to be 
obtained through compliance with the conditions of the Canada Health Act have 
dwindled for a number of provincial governments, including Alberta's. In fact, many 
political observers have periodically predicted the imminent demise of the national 
system based on this decline. Finally, the early 1990s were a time of considerable 
political and economic upheaval in Canada. At that time, faced with constitutional 
disarray, the threat of Quebec's secession, and of massive deficits and debt, the federal 
government was arguably at its weakest and most vulnerable state vis a vis the 
provinces in Canadian history. Alberta, in contrast, had a government that was 
intensely committed to its own political and fiscal agenda, as well as to a decentralized 
federation with enhanced provincial autonomy. In this climate, the jurisdictional 
challenge raised by the privatization of health care might have been expected to pass 
virtually unnoticed given the larger, more divisive constitutional and economic issues 
that preoccupied the nation at the time. It did not. Alberta's challenging discourse 
seemed, on the contrary, to unite governments, interest groups and the populace in 
opposition to the privatization of Medicare and to incite a renewed emphasis on the 
need for a federal role in-Canada's health policy arena. 

Lastly, during the period of retrenchment from the mid 1980s to the 1990s, 
governments of all political stripes in all provinces managed to undertake health care 
reforms and substantial expenditure reductions despite the very vocal and public 
opposition of physicians. Although it may be true that physicians suffered less than 
their other counterparts in the health care system, governments nevertheless did not 
shy away from confronting, and when necessary, excluding medical associations in 
their health policy deliberations. · 

Given the propitious political and economic climate of the period under study, these 
institutional and interest explanations do not clearly demonstrate why a challenging 
discourse posed by government of Alberta failed to have purchase. In the next chapter, 
we will turn to an alternative set of explanations that explore the policy discourses in 
which policy actors were engaged. In examining the processes and events leading to 
Alberta's failed challenge, it will be demonstrated that the privatization discourse 
lacked certain key elements necessary for a successful shift in Canada's health policy 
paradigm. 
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Chapter 6 

Reforming Canadian Medicare: 
Universality versus Residualism 

From the birth of Canadian Medicare into the late 1980s, the dominant discourse in 
Canadian health policy was rhetorical. As outlined in the previous chapter, this 
discourse focused almost exclusively on the merit of the normative principles of 
universality and accessibility, and how to better protect and enforce them. Although 
the institutional arrangements and constellations of interests outlined in Chapter 5 
suggest a high likelihood for success of a challenging discourse promoted by a 
determined provincial government, little change in Canada's dominant health policy 
paradigm has occurred. In this chapter, an alternative explanation for the stability of 
the Medicare paradigm will be explored, using the case of the province of Alberta. In 
this approach, ideas and discourse are the central focus of the analysis. 

Perceptions of a deep fiscal crisis in health care hit Canada in the early 1990s. As in 
Germany, talk of health reform was largely focused on cost-containment initiatives on 
the supply side: reorganization of system structures to enhance efficiency and 
effectiveness, and across-the-board reductions in health spending. Although the 
principles of universality and accessibility in Medicare were not openly questioned, 
key political and health system actors, particularly in Alberta, made an attempt to 
shift the policy discourse toward a privatization paradigm. Privatization would involve 
a greater role for private financing, through patient charges or a parallel private system 
of health insurance. 1 It would deal with the increasing burden of Medicare on already 
over-committed government coffers by allowing those who could afford it to seek and 
pay for health services in the private sector. 

This challenging privatization discourse failed to take hold for a number of reasons . 
First, as we saw in the German case study, a successful challenging discourse must be 
mounted in a way that does not challenge the core norms or principles of the 
dominant paradigm, but rather builds on them or offers a better way for realizing 
them. In contrast to the dominant universalist paradigm in which Canadians have a 

1 In the context of this paper, the term 'privatization' will refer exclusively to the privatization of 
financing for health care through various forms, such as private insurance or direct charges, for services 
that would otherwise be completely covered by a provincial plan. Also, although the proportion of private 
expenditure has been increasing relative to public, the vast majority of that increase is for services not 
covered under the conditions of the CHA. There are various other aspects of the system that can be 
discussed in the context of privatization, but are not included in this paper. For a full discussion of these 
issues, see Greg Stoddart :3-nd Roberta Labelle, Privatization in the Canadian Health Care System:.Assertions, 
Evidence, Ideology and Options. (Ottawa:· Health and Welfare Canada, 1985). 
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right to health care, and health care provision is viewed as a societal responsibility, 
Alberta's challenging discourse had residulist overtones, based on the normative idea 
of individual responsibility for health and health care, and a residual role for the state 
in social provision. The timing of this challenge was also significant. Since it came 
during a period of intense debate over national unity, the challenge became doubly 
threatening because Medicare had become a firmly entrenched element of Canadian 
national identity. Second, in the absence of a broad consensus for change among 
policy elites, as was the case in Germany, challenging discourses are unlikely to 
succeed. The Alberta government was censured by other provincial governments and 
the federal government, as well as health care lobby groups, including providers, for 
trying to privatize Medicare. Many of these groups were suspicious of the Alberta 
government's commitment to Medicare, and feared that its privatization proposals 
were the beginning of the dismantling of the public system. Finally, the proponents of 
a successful challenging discourse must present a case based on 'facts ' that shows their 
alternative approach will avoid the presumed failures of the dominant paradigm. The 
Alberta government was unable to demonstrate that overall health expenditures, both 
public and private, would be better controlled with greater privatization, especially in 
light of the American evidence. Nor was it able to persuasively argue that the quality 
of publicly funded services would not decline, or that equal access would not 
jeopardized. 

This chapter will develop this argument in more detail. The next section will describe 
the dominant Medicare paradigm and analyze the augmentative discourses, both 
rhetorical and instrumental, that were used to reinforce and justify it throughout the 
1980s. It will further demonstrate the broad elite consensus in favour of Medicare and 
its underlying principles of universality and accessibility. The subsequent section will 
describe and analyze the development and deployment of Alberta's challenging 
discourse, examining the particular problem definition espoused by the government 
and the normative and cognitive elements of the discourse used to make the case for 
greater privatization in Medicare. In the final section, the reasons for the failure of 
Alberta's challenging discourse will be discussed. 

The Dominant Medicare Paradigm and Federal Augmentative Discourses 

In the first two decades of national hospital and medical insurance, provincial health 
programs grew in size and scope. As the proportion of the population covered by the 
plans approached 100%, the number of hospitals and providers grew to meet the 
demand. Furthermore, a number of other related services were added to basic 
coverage. As a result, health expenditures rose steadily from about 7.1% of GDP in 
1970 to 8. 7% of GDP in 1985. A significant portion of this increase occurred between 
1980 and 1985, during a period of economic recession (Tholl 1994). Although public 
health insurance programs were not targeted directly for cost savings, provincial 
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governments accused the federal government of eroding Medicare by capping its 
health and social transfers to the provinces. A number of provinces had begun tacitly 
to allow user charges and extra-billing of patients as sources of additional income and 
means to curb frivolous demand. Ever at the forefront of health care controversies in 
Canada, the province of Alberta announced in 1983 that it was planning to raise 
health care premiums, increase existing user fees for patients and levy a new $20 per 
day charge for hospital care. In addition, the Alberta government did little to rein in 
extra-billing by physicians, who, contrary to the policies and claims of their 
professional association, had been charging both low and high-income earners alike for 
insured services. 

The Canada Health Act as Rhetorical Discourse: Medicare and Social Citizenship 

In response to the increasing prevalence of patient charges across the country and 
growing public concern about Medicare, the federal government adopted an 
aggressively rhetorical discourse to bring provinces in line with the intended principles 
of the program. The federal discourse successfully shifted the problem definition from 
one of underfunding within the health care system to one of protecting the very 
foundations of the system: the normative principles of Medicare, · particularly 
universality. Ottawa denied the existence of an underfunding problem. Instead, it 
implied that the provinces had simply failed to manage the system effectively and 
efficiently. Federal Minister of Health Monique Begin stated that the "current malaise 
in the health care system is due neither to the overall level of funding nor the size of 
federal contributions." The more significant issue for the Minister was the economic 
barrier to care posed by user charges. She noted that 

the small direct charges of the past are now growing and spreading. Medicare 
as we know it is gradually eroding. Through a cumulation of direct charges on 
the sick - each one possibly not a big increase in itself - the goal of complete 
insurance, fully prepaid, is being abandoned (Canada 1983: 31 ). 

Emphasizing the normative principles of Medicare, she declared: 
The Government of Canada believes that a civilised and wealthy nation, such 
as ours, should not make the sick bear the financial burden of health care. 
Everyone benefits from the security and peace of mind that comes with having 
prepaid insurance. The misfortune of illness which at some time touches each 
one of us is burden enough: the costs of care should be borne by society as a 
whole (Canada 1983: 6). 

Although the extent of extra-billing and user charges was rather marginal relative to 
overall health care expenditures, the issue was taken up as a symbolic one by the 
federal government. Buoyed by the recommendations of two high-level federal 
advisory commissions on the issue, Minister Begin noted that "existing legislation is 
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not adequate to deal with the problem because it does not clearly tell the provinces, 
health care providers and the public that direct charges for health services will not be 
supported" (Canada 1983: 33) . She therefore announced that under the terms of new 
legislation, the Canada Health Act, the government would withhold cash transfers to 
Alberta and other provinces that permitted practices that violated the principles of 
Medicare. 

In taking the moral high ground as a defender of Medicare, and thus legitimizing its 
extra-jurisdictional role in health policy, the federal government engaged in an 
intensive public relations exercise. However, it made no attempt to coordinate or 
collaborate with provincial governments or the medical profession in formulating the 
legislation - two of the most influential and antagonistic actors to the Act (Tuohy 
1988). Instead, within a period of six months, the Canada Health Act was drafted and 
passed, most notably with all-party approval in Parliament. The CHA succeeded in 
further institutionalizing the dominant policy frame and legitimizing the federal 
government's role in enforcing Medicare's principles. 

Provincial governments threatened to challenge the constitutionality of the legislation 
in the cou~s and complained bitterly about their relationship .with the federal 
government. Alberta's health minister David Russell suggested that "the erosion of 
Medicare is a myth... The real threat to Medicare lies in Health Minister Begin's 
attempts to pass a punitive and damaging health act that reflects the move away from 
cooperative federalism to an arbitrary unilateralism that is not in the interests of 
Canadians" (as quoted in Taylor 1987: 461). Reflecting on provincial dealings with 
Ottawa, Russell commented that "any small bit of consultation or cooperation (with 
the provinces) is going to be a gigantic improvement" (Canadian Press 1984). Under 
the terms of the Act, seven provinces were levied penalties but were given a grace 
period within which to comply with the federal terms without losing funds. 

Alberta vowed to defy the Act and refused to comply. Justifying his opposition, 
Alberta's premier argued that "the $14 to $20 million the province faces in penalties 
will be offset 'by about five times that amount' because user fees and extra billing 
control overutilisation of the system"2 (as quoted in Rich 1984:1 ). Alberta's health 
minister defended the free enterprise rights of physicians, suggesting that "the ability 
of doctors to . set their own fees is a price we as citizens are paying to maintain high 
quality health care" (as quoted in Rich 1984:1 ). However, the Premier acknowledged 
that public support for his government's opposition to the Canada Health Act was 
weak. He likened introducing Medicare user fees to "an income tax increase. People 
aren't happy about it. .. " (Lougheed, quoted in Nelson 1984). In the end, despite their 

2 Taylor ( 1987) suggests that extra-billing by Alberta physicians had generated an addition $14.5 
million to their incomes in 1983. This does not include additional user charges that were levied by 
hospitals and other clinics. 
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public posturing, all provinces, including Alberta, complied with the federal deadline 
for implementing the Canada Health Act. 

In the years after it was legislated, provincial governments seemed to resign 
themselves to the existence of the Canada Health Act. They continued to administer 
their health insurance plans and expand their health systems with few direct federal 
intrusions. Public satisfaction with the health system in each province was so high 
that no government seemed willing to challenge the dominant paradigm that had been 
so firmly entrenched by the CHA. Intergovernmental tensions continued to build, 
however, as successive federal administrations unilaterally reduced health and social 
program transfers to the provinces. Facing mounting deficits and debts, each order of 
government blamed the other for difficult retrenchment decisions - the provinces 
blamed the federal government for downloading its problems to them by continuing 
to reduce transfers, while the federal government accused the provinces of trying to 
blame their own fiscal and mismanagement problems on Ottawa (Taras and Tupper 
1994). Medicare once again rose to prominence on the national political agenda, but 
this time against the backdrop of constitutional politics. 

Medicare and Constitutional Politics as Instrumental Discourse 

The 1980s and early 1990s were a period of intense constitutional debate in Canada, 
dominated by the issue of national unity. Following the repatriation of Canada's 
Constitution from the United Kingdom in 1982, the increasing momentum of Quebec 
nationalism and Western regionalism dominated the intergovernmental political 
agenda. This era of 'megaconstitutional politics' was marked by two failed rounds of 
intergovernmental negotiations and a national referendum about the nature of the 
Canadian federation. Among the central and most contentious issues in the 
negotiations were the division of powers between the federal and provincial 
governments, and the federal spending powers. There was, however, little consensus 
among policy elites on the nature of a renewed Canadian federation. On one hand, 
the government of Quebec demanded full sovereignty over a range of policy areas, 
including health care. On the other, the federal government and a number of 
provincial governments seemed reluctant to remove Ottawa's role entirely from the 
social aspect of the federal union. Some provinces, such as Alberta, seemed to fall 
somewhere in between, arguing for a renewed federation but leaving out the specifics 
of what that federation would look like. As will be illustrated in the next section, this 
lack of consensus spilled over into health politics. 

The Conservative federal government, led by Brian Mulroney, used an instrumental 
discourse to justify a reduced role for the federal government in a number of policy 
areas, including health. Staking out a middle ground between the separatist and 
federalist extremes, the government defended the principles of Medicare, but argued 
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that they could be more effectively achieved by allowing more flexibility at the 
provincial level. This position was also consistent with the government's election 
platform, which promised to get Canada's fiscal house back in order by fighting the 
debt and deficit, lowering taxes and creating jobs. The party had promised to 
deregulate political life, declaring that Canadians were "overgoverned," and to heal the 
rift between Ottawa and the provinces by promoting greater flexibility in the 
federation. When questioned during the election campaign about the role of social 
programs in this economic platform, Mulroney echoed the dominant rhetorical 
discourse of social rights and social citizenship, declaring that universal social 
programs, including Medicare, were a "sacred trust" not to be tampered with. He 
affirmed "the total and sustained support of the Progressive Conservative Party to this 
dimension of universality" (Mulroney, as quoted in Ruimy 1984). 

However, once in office, the new Conservative government shifted to an instrumental 
discourse on health and social policies. It attempted to redefine the concept of 
universality to better accommodate the nation's fiscal situation and the government's 
economic and political agenda. Prime Minister Mulroney remarked "that universality 
in Canadian social programs is relative," and that in the context of scarcity, for "a 
government as close to the poor hou~e as you can get," the objective was to get 
resources to those most in need. However, he qualified this by saying for some 
programs, particularly Medicare, "universality, at all times and in every circumstance" 
was non-negotiable (Mulroney, as quoted in Radwanski 1984). The federal finance 
minister was more direct in his statements, suggesting that universality was no longer 
appropriate or affordable. This position was consistent with the government's 
discourse of economic prosperity as the solution to the problems that plagued the 
nation. This discourse dominated the government's agenda over the next eight years, 
and was most evident in its pursuit of free trade arrangements with the United States, 
interprovincial trade agreements within Canada, and in constitutional negotiations 
with the provinces. 

Beginning with the 1985 federal budget, the government drew on this instrumental 
discourse to announce a series of adjustments to its policy instruments in the health 
and social policy areas - that is, the conditional financial transfers to the provinces. 
The size of the transfers would be capped, and eventually this cap would reduce the 
cash value of the grants to each province; in some cases, the cash value would be 
virtually zero. The government's instrumental discourse justified these changes by 
arguing that the best way to secure social programs for the future was to immediately 
reduce government spending and tackle the national debt. By 1991, the government 
declared that taxpayers could no longer afford to continue paying more for health 
care. Federal Finance Minister Michael Wilson said that "there are going to have to be 
some changes made [in the Medicare system] because we cannot continue to have a 
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program grow year in year out at 10 to 12 per cent per annum when the economy is 
only growing at seven or eight per cent ... " (as cited in Canadian Press, 1991a). 

However, as is typical of an instrumental discourse, the government did not wish to 
appear to be challenging or abandoning the normative principles of Medicare. 
Acknowledging that with the planned reductions in health and social transfer 
payments to the provinces, the government would eventually lose the fiscal leverage to 
enforce Canada Health Act standards, Ottawa promised to introduce legislation to 
protect national standards and universality. In the end, the issue became caught up in 
constitutional politics and the promised legislation was never introduced. Instead, 
reacting to broader constitutional matters, the federal health minister put forward the 
idea of greater flexibility in Medicare and the CHA by permitting different rules from 
province to province. Although he later backed down from this position, the federal 
government appeared to have opened the door to renegotiating the Canada Health 
Act as part of the constitutional debate (Pole 1991 ). 

This issue of flexibility in the federation was critical in constitutional negotiations that 
were in full swing between 1988 and 1992. The federal government continued with its 
discourse of economic prosperity and greater flexibility as the ·means to ensure 
political stability and social well-being: 

The Constitutional proposals put forward by the government of Canada ... 
focused primarily on those priorities that are necessary to maintain our 
economic prosperity and genuine economic and personal opportunity for all 
our people. Our approach to sustaining that prosperity is, first of all, an 
inherent flexibility in our Canadian federation that allows us to live together 
and celebrate our differences ... (Prime Minister Mulroney 1991 b:2) . 

Therefore, the position of the Mulroney government was that any new constitutional 
arrangements would have to ensure a stronger economy and smaller government: 

First, any change should lead to a more prosperous Canada. This has been the 
benchmark of federal economic policy ... If it can be demonstrated that a 
transfer of some federal jurisdictions to the provinces will enhance the 
prosperity of Canadians, the federal government will not hesitate to agree to it. 
Second .. . the federal government will promote constitutional changes that lead 
to a more efficient federation and a more competitive nation: There are far too 
many overlapping jurisdictions in this country. Canadians are overgoverned. 
(Mulroney 199la:4-5) 

The Prime Minister added that certain national standards would need to be 
maintained, which meant, for example, "that health care must be accessible for all 
Canadians" (Mulroney 199la:5). The final text of the 1992 constitutional accord 
incorporated a social and economic union clause that specified the objectives of such a 
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union would include "providing throughout Canada a health care system that is 
comprehensive, universal, portable, publicly administered and accessible ." Although at 
first this seemed to be a rather surprising statement given the intergovernmental 
rancor over the Canada Health Act, the agreement made explicit that nothing in the 
social and economic union clause would be justiciable. That is, less stringent and 
virtually unenforceable 'standards' for Medicare would replace the binding legal 
'conditions ' for federal funding under the Canada Health Act. 

The constitutional accord failed the test of public scrutiny in a national referendum in 
late 1992. It was criticized and ultimately rejected for many different and often 
conflicting reasons, and created rather unexpected alliances between disparate groups. 
On the social policy front, women's groups, health.and social service provider groups, 
social activists and federalists argued that the agreement ceded too much federal 
authority and power to provincial governments, many of whom had little interest in 
protecting Canada's social safety net. They further argued that the accord's opt-out 
clause, which would allow provinces to opt out of new programs but still receive 
federal funds, would virtually ensure that no new national social programs, such as 
childcare, would be created (Alberts 1992a). The recently negotiated Canada-US Free 
Trade Agreement compounded the concerns of health system act ivists since the trade 
agreement made policy reversals on private financing and provision of health care 
services much more difficult, if not impossible. More generally, the negative response 
to the constitutional proposals was attributed to the lack of trust that Canadians had 
in their leaders (Clarke and Kornberg 1994). In particular, the Mulroney 
administration was perceived to be rife with corruption, with a long list of broken 
promises. The prime minister himself was singled out in public opinion polls, and has 
since had the ignominious label as the most unpopular leader in Canadian history (B. 
Jeffrey 1992). 

Canada in Crisis: Disunity and Dissension 

Against this backdrop of failed constitutional negotiations with the provinces and a 
discredited federal government, the level of disagreement and dissension about the 
Canadian social and political union seemed to swell. Health policy became 
inextricably bound to constitutional politics, as many groups reframed the freeze on 
transfer payments for Medicare as a betrayal of national unity rather than simply an 
economic decision. Federal opposition party leaders accused the government of · 
engaging in constitutionalism by stealth - in effect, decentralizing powers to the 
provinces via fiscal means when political negotiations seemed doomed to fail. The 
Liberals accused the government of having "killed Medicare,"(Liberal MP Sheila 
Copps, as quoted in Fraser 199la}, declaring that the "budget dismantles Canada as 
we know it... Medicare is dead, dead, dead, finished, dead and gone." (Liberal MP 
Brian Tobin, as quoted in Fraser 1991a}. Appealing to the centrality of Medicare in 
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Canadian national identity, Tobin went on to say that "one of the definitions of being 
a Canadian, one of the values of Canadian citizenship is the ability to be sick and get 
first-class medical services no matter where you live in this country...That principle is 
not only violated .. .it is destroyed in this budget." (as quoted in Fraser 1991 b) . 
Similarly, federal NDP leader Audrey McLaughlin pointedly asked, "[h]ow can the 
Prime Minister seriously talk of national unity when this budget helps to destroy 
medicare?" (cited in Fraser 1991b). 

In Quebec, the budget and Ottawa's plans to continue enforcement of the CHA were 
viewed as symptomatic of the larger problems with Canadian federalism. Quebec's 
Health and Social Services Minister warned that Ottawa was "definitely feeding 
arguments to those who have separatist ambitions... [The budget] is a clear 
demonstration that a major constitutional reform is needed . .. " (Cote, as cited in 
Seguin & Mickleburgh 1991). The Quebec government protested that not only did 
Ottawa have no constitutional jurisdiction to enforce the national standards of the 
CHA, but also that it had failed to honour its commitment to assist the provinces in 
adequately financing the system. Quebec had already announced a pilot proposal to 
allow hospitals to charge some patients a $5 fee for visits to hospital emergency rooms 
as a means to control health care costs. When federal health officials protested, 
Quebec's intergovernmental affairs minister, Gil Remilliard, advised Ottawa to "mind 
its own business" and not interfere with provincial plans (Seguin 1990). 

Reaction from most provincial governments was more muted, particularly on the 
national unity front. Most, however, acknowledged the link between Medicare and 
the national unity file, as expressed by Alberta's minister of health: "I look at the 
health system as a Canada value, something that sets us apart in many ways and links 
into a whole bunch· of other things, including the Constitution and the national unity 
discussions that are under way" (Alberta Health Minister Nancy Betkowski, as quoted 
in Canadian Press 1992a). Some governments, including Alberta's, interpreted the 
transfer reductions as evidence that the federal government was "moving closer to our 
position," which involved giving "the responsibility and the funding to the province, 
and let the province do the job" (Alberta Treasurer Dick Johnston, as quoted in 
Geddes 1991a). Others were more critical, denouncing the federal government for 
downloading its fiscal and economic burdens onto provincial coffers and suggesting 
that the reductions in transfers would make it difficult for them to maintain national 
standards for health and social programs (Allen & Seguin 1991 ). For example, New 
Brunswick finance minister Allan Mahar said that "we've started down the road to the 
end of Medicare in Canada as we know it, unless the federal government is prepared 
to sit down and talk with the provinces and find a way to resolve the problem" (as 
cited in Canadian Press, 1991a). 
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Societal groups expressed the concern that reductions in transfer payments to the 
provinces would effectively abolish any role for the federal government in enforcing 
the principles of Medicare, and lead to an erosion of those principles across the 
country. This view was put forward by the Health Action Lobby, or HEAL, which 
represented the key national umbrella organisations of provider groups, including the 
Canadian Medical Association, the Canadian Nurses Association, the Canadian 
Hospital Association, the Canadian Public Health Association, the Canadian Long 
Term Care Association, as well as the Consumers' Association of Canada (Thompson 
1991 ). The director of the Canadian Health Coalition, another umbrella group 
including representatives from labour, seniors, women, students, consumers and 
health care providers, said the Conservatives "are going to kill [Medicare] off even 
quicker than we thought" (as cited in Seguin & Mickleburgh 1991). The National 
Council of Welfare echoed these concerns to the federal government (National 
Council of Welfare 1991). The presidents of the Canadian Medical Association and 
the Canadian Hospitals Association both suggested that the reductions in transfers 
were "strangling medicare" (as cited in Seguin & Mickleburgh 1991), forcing the 
question, "'Can we afford universal access?'"(as cited in Ramsey 1991). 

The failure of intergovernmental negotiations to resolve issues related to the 
constitution and the federal social and economic union created a sense of political 
crisis, both in terms of national unity as well as the future of Medicare. The degree of 
dissension amongst political elites rose in public debate and spawned two new 
national political entities. First, it gave rise to the nationalist Bloc Quebecois Party 
(BQ), which had Quebec statehood as its mandate. The BQ won two-thirds of the 
seats from Quebec in the 1993 federal election, and gave political voice to the 
separatist movement at the federal level. The BQ, along with its provincial 
counterpart, the· Parti Quebecois, fanned the fires of Quebec nationalism, culminating 
in an extraordinarily narrow defeat for the 'yes' forces in the 1995 Quebec referendum 
on secession. Short of separation, the goals of the BQ included pressing the federal 
government to devolve more power and fiscal capacity to the province and limit its 
role in provincial policy issues, including health. Second, the failure of constitutional 
reform also provoked a deepening of western discontent, which was manifest in the 
rapid growth of support for the new Reform Party of Canada. The Reform Party had 
deep roots in its birthplace of Alberta, where it picked up 22 of 26 the province's seats 
in the 1993 federal election. Like the BQ, Reform also campaigned on a promise of 
greater provincial autonomy and a smaller role for the federal government in a number 
of policy areas, including health. 

The future of Medicare also seemed to be in doubt outside of constitutional politics. 
Public opinion appeared to support the view that some privatization of financing was 
inevitable to maintain the system. The majority of Canadians believed that the best 
way to deal with the rising costs of health care was to charge fees to use the system
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in direct contravention of the accessibility principle of the CHA (Little 1991 ).3 The 
federal Conservative Party had formally endorsed a resolution supporting user fees in 
health care (York 1991), as had Alberta's Conservative Party (Canadian Press 1993) 
and the Manitoba wing of the federal party (Russell 1991). Moreover, there was 
dissension among the ranks of the federal government as various senior ministers 
expressed contradictory positions on the issue (although the Minster of Health 
repeatedly pledged his support to the principles) (Pole 1991 ). The Reform Party 
vowed to leave Medicare to the provinces and condoned the introduction of private 
elements for financing health care. Individual provinces were publicly toying with the 
idea of implementing user charges to raise funds (Canadian Press 1991 b; Moulton
Barrett 1991; Seguin 1990). The Canadian Medical Association also endorsed 
'creative' means of financing health care, not explicitly ruling out user charges or a 
parallel private insurance system (Mickle burgh 1992b). Finally, during the 1993 
leadership race of the federal Conservative Party, a number of candidates endorsed the 
idea of mal<.ing changes to the Canada Health Act to allow user charges, including the 
winning candidate, Prime Minister Kim Campbell (Delacourt 1993a). However, the 
new Prime Minister recanted her statements during the subsequent federal election 
campaign and Liberal party leader Jean Chretien promised that Medicare would 
remain unchanged (Delacourt 1993b). 

In this climate of the impending demise of Medicare and the country, one might 
expect a challenging discourse centred on private financing in health care to find 
fertile ground. The perceived magnitude of the problems created a compelling 
momentum for policy change, opening a window for a challenging discourse with 
alternative policy solutions to be brought forward. The Mulroney government helped 
pave the way to a private financing alternative by shifting from a rhetorical defense of 
Medicare and its principles to an instrumental discourse of reform. This discourse 
justified a reduction in health transfers to the provinces and a weaker interpretation of 
universality in national social programs. The government also turned a blind eye to 
provincial infractions of the CHA in order to maintain a modicum of 
intergovernmental harmony4 (Boase 2001) . 

One of the most significant developments of this selective enforcement of the Act was 
the growth of private health care clinics across the country. The Mulroney 
government overlooked Alberta's sanctioning of these private · clinics which charged 
patients for "medical and surgical appliances and supplies." Under the terms of the 

3 The Canada Health Act defines two types of fees: the first is extra-billing (section 18), which is 
the additional charge levied by physicians on patients for insured medical services, to top-up their 
Medicare fees; the second are user charges (section 19), which are any other fees charged by providers 
(hospitals, physicians) for insured services, such as facilities fees . 

4 In fact, the Auditor General of Canada in his 1987 report lambasted the government for failing 
to adequa,tely monitor compliance with the A~t (Canada 1987). 
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Canada Health Act, these supplies would normally be included in hospital overhead 
and thus the charges would not be allowable (Canada 1989). These clinics became the 
catalyst for Alberta's challenge to the dominant health policy paradigm. Shortly after 
the 1993 federal election in which the Liberal party came to power under Jean 
Chretien, the government of Alberta once again forced the issue to the forefront, and 
compelled governments across the nation into action. 

Health Reform in Alberta: Establ ishing the Groundwork for a Challenging 
Discourse 

Two important political shifts helped bring the issue of the proliferation of private 
clinics onto the political agenda, both federally and provincially. The first shift 
occurred in Alberta politics, with the arrival of a new premier, former Calgary mayor
turned-MLA . Ralph Klein. Klein took over the leadership of the struggling 
Conservative Party in late 1992, and led it to victory in the 1993 provincial election. 
The populist and sometimes controversial premier ran his leadership and electoral 
campaigns using an instrumental discourse about the need to reign in government 
spending. His party's platform focused on greater transparency and accountability in 
government and more fiscal responsibility, which inclu~ed reductions in both 
government size and spending. He pledged to get rid of the large provincial deficit 
within four years, and introduce legislation to prohibit governments from passing 
deficit budgets in the future (Calgary Herald 1992a). Slaying the deficit was to be 
achieved by cutting overall government spending by 20%. Health care was to be 
protected from the full force of these cuts, with only a $127 million reduction in 
spending in the first year (about 3% of the health budget), and about $600 million 
over the four year period. After the election, however, these figures quickly climbed to 
a 25% reduction in public health care spending over four years - almost $1 billion. 

The second shift occurred federally with the election of a new Liberal government. 
Early in his tenure, IGein dealt with a Conservative federal government that had been 
content to take no action on monitoring provinces' compliance with the CHA. The 
new Liberal majority government, led by Jean Chretien, was adamantly opposed to 
health care user fees but promised to allow greater "flexibility" in the health care 
system (Seguin 1993). However, unlike the previous administration, the new 
government was also firmly committed to a strong central government- the antithesis 
of Alberta's long-standing constitutional goals. Complicating this stance was the 
federal fiscal situation - an operating deficit of over $44 billion and debt financing 
payments that amounted to almost one-third of federal revenues (Feehan 1995). The 
new federal government's determined deficit reduction strategies, which included 
reduced provincial transfers, combined with its insistence on a strong and continued 
role in health policy made for volatile intergovernmental relations, and provided the 
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Alberta premier with an ideal opening for his challenging discourse regarding 
Medicare. 

The following sections will describe the process leading up to Alberta's challenging 
discourse. First, the government put in place the tools it would need to build the case 
that Medicare spending in Alberta was unsustainable. Using systemic retrenchment 
strategies, the Klein administration reduced the size of the public purse and altered 
decision-making rules to make spending increases on any programs, including health, 
much more difficult. It attempted to recast the problems in the health care system as 
being caused by indiscriminate spending by 'special interests' (i.e., providers and 
others who worked in and managed the system) and irresponsible users. It created a 
causal story in which blame was attributed to some of the most well-organized, well
informed and well-resourced defenders of the health care system. The causal story 
undermined their legitimacy as participants in the health policy process and directed 
attention to policies for changing their behaviours. Finally, and perhaps inadvertently, 
the Premier drew attention to the normative elements underlying the Medicare 
paradigm by discussing the possibility of a 'two-tier' system. 

Systemic Retrenchment in Alberta; "Selling the Cadillac, Keeping the Oldsmobile"5 

Once in government, IGein set about challenging the Medicare paradigm by laying the 
ground work. Health reform strategies in the late 1980s in Alberta had been 
accompanied by an instrumental discourse that focused on cost containment and 
supply-side strategies. The IGein government instead promoted a challenging 
discourse that questioned the role of government and objectives of Medicare in 
society. It undertook extensive restructuring and retrenchment early in its mandate by 
using systemic 'strategies, similar to those outlined by Paul Pierson i.n his study of 
welfare state retrenchment under Ronald Reagan and Margaret Thatcher. Pierson 
( 1993) suggests that changes in social programs' rules and structures can often be 
politically unpalatable because these programs are often very popular amongst the 
public. Instead, governments may make more subtle systemic changes to alter the 
political and economic context in which policies are made. Pierson identifies a number 
of strategies governments may use to foster systemic retrenchment: constrain the flow 
of revenues to future administrations; change the way in which decisions are made by 
changing the institutional rules and structures in which they are made; and attempt to 
change public attitudes toward social programs. The IGein government used strategies 
very similar to those described by Pierson in establishing the groundwork for its 
challenging discourse in the health arena. 

5 This phrase is taken from a newspaper column by Don Braid (Braid 1993a). 
' " . 
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Changing Public Attitudes and the Discourse of Fiscal Crisis 
The Klein government began its tenure with a tough message for Albertans: a freeze 
on all government spending, and a reduction in salaries for MLAs. This, the Premier 
suggested, was to "signal to Albertans the new reality. And that is that we can no 
longer live beyond our means" (IGein, as quoted in Geddes 1993a). The provincial 
treasurer had a more pithy message for Albertans - the province could no longer 
afford "Cadillac services," and so Albertans should settle instead for "Oldsmobile 
services" (Treasurer Jim Dinning, as quoted in Braid 1993a). The May 1993 budget 
specified what the downsizing from Cadillac to Oldsmobile would involve: a 
rethinking of "not just what government does, but what government is" (Alberta 
1993a:8). As part of this rethinking, "a fundamental restructuring" of the health care 
system was necessary. 

The notion of a fiscal crisis in Alberta was actively promoted and used to justify 
significant expenditure reductions in all aspects of government operations and 
programs. Albertans were implored to do their share and make sacrifices. Government 
officials frequently compared Alberta's situation to the experience of New Zealand, 
which had in the mid 1980s "hit the wall" when its credit rating was downgraded and 
the government had difficulty _securing international loans to help finance its debt and. 
deficits (Schwartz 1997). Alberta's credit rating had been downgraded in May 1992, 
and a Treasury official suggested that the province could also very soon "hit the wall": 
"Without action it is the case that sometime in the next year of two the treasurer 
could walk into cabinet and announce Alberta's credit has run out. Governments do 
run out of money." (Paul Taylor, as quoted in Crockatt 1993a). Government officials 
repeatedly referred to the fiscal and economic crisis faced by Alberta as largely a 
function of spending on public programs - spending that was 'out of control', 
'skyrocketing', or 'soaring', even though total spending on health and other social 
services had been relatively stable as a percent of provincial GDP (Taft 1997; See 
Figure 6.1 ). Little or no mention was made of issues on the revenue side of the . 
equation -Alberta's low tax rates and weak natural resource revenues - and raising 
taxes was categorically ruled out (Kneebone and McKenzie 1997). 
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Figure 6.1: Alberta Real Per Capita Expenditures (1969-70 to 1993-94) 
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Even though Alberta was not facing an imminent 'debt wall' crisis (Mansell 1997), 
this discourse was very successful in convincing the public that deficit and debt 
reduction were the most important priorities of government. During the 1993 
provincial election, all three political parties, including the social democratic NDP, 
campaigned on an economic restructuring platform, and public opinion polls indicated 
that Albertans believed the economy to be the most significant issue facing the 
government. A more telling finding is reported by Keith Archer and Roger Gibbins 
( 1997) who surveyed Albertans in 1995, when the effects of budgetary cutbacks were 
most acutely being felt. In their survey, Archer and Gibbins found an overwhelming 
degree of support for the government's goal of eliminating the deficit (81%) and 
almost universal agreement that the best way to do this was through spending cuts 
(see Table 6.1). However, in keeping with Pierson's observation that programmatic 
cuts are politically much less popular, Archer and Gibbins found that cuts to health 
and education programs were seen as being "too big" by a majority of the population 
(see Table 6.2). 
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Table 6.1: Deficit Elimination Strategies 
"The government could balance the budget in a number of ways. I am 
going to read several options, and for each one please tell me whether the 
government should or should not do this to balance the budget. " 

Should(%) Should not (%) 

Cut spending 89.8 8.6 

Increase personal tax 19.4 78.3 

Increase corporate tax 66.9 28.3 

Increase user fees 46.5 49.0 

Have a sales tax in Alberta 16.2 81 .9 

Source: Archer and Gibbins 1997:464 

Table 6.2: Reactions to Specific Budget Cuts 

"Now I'd like to ask you a few questions about some specific budget cuts. As you may know, 
spending on programs is being cut by varying amounts. For each of the following programs, do 
you think the cuts have been too big, too small orjust about right?" 

Too big(%) Too Small(%) Just Right(%) 

Primary and Secondary Education 56.6 3.8. 37.3 

Universities and Colleges 57.0 4.2 31.8 

Health 64.5 6.2 26.4 

Social Services and Welfare 34.3 18.5 39.0 

Source: Archer and Gibbins 1997:467 

Constraining Government Revenues: Proscribing Deficits 
The economic and institutional restructuring that was undertaken in New Zealand 
was used as a model in Alberta, focusing on structural changes that would limit 
government spending in a permanent way (Schwartz 1997) . These changes included 
legislated fiscal discipline through the Deficit Elimination Act (DEA), which required 
a zero deficit by 1996-97, and zero deficits thereafter; the Taxpayer Protection Act, 
which required the government to hold a binding referendum on the question of a 
provincial sales tax before such a tax could be introduced; and the Balanced Budget 
and Debt Retirement Act (BBDRA), which laid out a schedule for eliminating the 
provincial debt, and required that at least $100 million and all budgetary surpluses 
each year be applied to debt retirement (Mansell 1997). As Schwartz (1997: 414) 
concludes, "all of this makes any departure from budget-cutting routines highly 
visible, exposing politicians who propose spending increases or try to shift the burden 
of taxation to public censure." 

The outcomes of this legislated fiscal discipline are illustrated in Figures 6.2 and 6.3. 
Alberta achieved its first balanced budget under this regime in 1994-95, one year 
earlier than expected. These budgetary surpluses , the result of expenditure reductions 
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and more favourable international commodity prices, have enabled the government to 
retire the provincial debt decades earlier than planned. In the summer of 2004, IGein 
announced that the province would be debt free by the 2005-06 fiscal year. 

Figure 6.2: Alberta, Net Revenues (Expenditures), 1985 to 2003 ($millions) 

Source: CIHI 2003 


Figure 6.3: Alberta, Total Provincial Debt, 1985 to 2003 ($millions) 
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Shifting the Institutional Landscape: Reinventing Government 
Finally, the IGein government changed the way government did business by altering 
internal operating procedures related to budgeting and business planning, as well as 
moving to devolved policy and decision-making. These changes were based on the 
popular book by business gurus David Osborne and Ted Gaebler, Reinventing 
Government, which entreated governments to focus on steering rather than rowing 
that is, to delegate authority, to use market incentives and competition in the delivery 
of services, and to use performance monitoring and incentives (McKenzie 1997; 
Schwartz 1997). Alberta's budgeting process was radically reformed to reflect this 
philosophy. Public consultations (or roundtables) and expert panels were used widely 
to ostensibly delegate authority for difficult fiscal decisions (these will be discussed in 
more detail in the next section). As Boothe (1997) describes in detail, a business 
planning approach was introduced within government, necessitating each government 
department or agency develop a three-year plan based on projected budgetary 
constraints and include a list of performance targets against which the plan would be 
periodically assessed. Finally, the political decision-making process was also changed 
to increase the power and influence of backbench MLAs and strengthen the role of the 
government's standing committees vis a vis government ministers (Boothe 1997; 
Schwartz 1997). 

In effect, IGein isolated ministers as spenders, converted backbenchers from 
individuals all seeking a share of the pie to a group with a common interest in 
disciplining spenders, and reinserted ministers as watchdogs on other ministers 
through their participation in the SPCs [Standing Policy Committees] that did 
not monitor their own particular department. The SPC system significantly 
enhances the power of the finance minister as only Treasury has the right to 
vet the fiscal implications of business plans ... (Schwartz 1997: 414). 

In addition to altering the budget process, the government ostensibly decentralized 
and devolved authority to local units and authorities to make decisions about how to 
implement the reforms and budget cuts in health, education and social services. In 
part these changes were intended to facilitate better decision-making tailored to local 
needs, as well as to introduce greater competition between agencies. However, at the 
same time, the government introduced tight constraints around decision-making and 
competition, narrowing the scope of opportunities for and reducing the probability of 
innovation by local authorities. As a result, critics argued that the agencies were 
political scapegoats, designed primarily to take the blame for the government's 
predetermined retrenchment decisions (Archer and Gibbins 1997; Pierson 1993; 
Weaver 1986). 

The changes in the political and bureaucratic institutional landscape in Alberta were 
justified by the government as a means to broaden policy decision making by 
including popular representation, both in the form of backbench MLAs and members 
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of the public. The actual effects of the changes on decision making, however, were 
rather different. The new internal operating procedures and the devolution of 
authority to local authorities were tightly circumscribed by rules and regulations made 
almost exclusively by the political executive. As a result, rather than broadening the 
range of actors involved in decision making, as is pivotal for a successful challenging 
discourse, authority was further concentrated in an already powerful small group of 
political actors. Similarly, as will be discussed in the next section, the government's 
public consultations or roundtables were perceived to be more of a public relations 
exercise than meaningful dialogue between citizens and their government. 

The Spending Crisis in Health Care: Causal Elements ofa Challenging Discourse 

Against this backdrop of systemic retrenchment, health programs soon became targets 
for expenditure reduction. The focus of the political discourse on health reform was 
similar to the problem definition promulgated by the IGein government about the 
state of Alberta's finances: deficits were equated with overspending, with virtually no 
discussion of other factors that might have led to ·deficits . In health care, this 
overspending was attributed to abuse and misuse by patients, over-paid and self
interested providers, and lobbying by 'special interests' to protect their piece of the 
pie. Stone ( 1989) suggests that a causal story that articulates a relatively simple 
problem definition, and that can attribute the source or cause of the problem to an 
identifiable group or groups, may serve a number of political purposes. A causal story 
can challenge the existing social order by calling into question the abilities and 
intentions of those groups and marginalise them by de-legitimizing their involvement. 
It can focus blame and responsibility on particular groups and thus simplify a problem 
that likely has much more complex roots. And it can identify other groups as the 
'fixers'- those who can and should solve the problem. 

To deal with the expenditure problems in health care, the government indicated that 
spending had to be reduced in certain areas. The original budgetary target for 
government health expenditures, set just prior to the 1993 provincial election, was a 
reduction of $127 million (3.1%) for the 1993-94 fiscal year (Alberta 1993a). In his 
May budget speech, the Treasurer told Albertans that "the costs of the health care 
system are growing at a rate we can no longer afford." (Dinning as quoted in Alberts 
1993a). Shortly after the June election, the newly reelected government concluded 
that health spending was growing faster than anticipated in the May budget. As a 
result, the Premier announced in July that an additional $67.5 million would have to 
be 'squeezed out' of administration in the 1993-94 fiscal year, with the original $127 
million to be saved based on recommendations from provincial roundtable meetings 
(Alberts & Walker 1993). 
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Taras and Tupper ( 1994:77) argue that the IGein government deliberately fostered "a 
'politics of resentment' whose target [was] well-educated, public sector workers ... [who 
were] not merely overpaid shirkers but also authority figures whose status must be 
reduced." This targeting is evident in the government's announcements as to how the 
savings were to be achieved. First, the extra $6 7.5 million in reductions would be 
made through wage rollbacks in the health workforce, freezes or reductions of salaries 
and fees for physicians, and reductions in the number of administrators and 
bureaucrats in the system. Second, the $127 million in savings was to be based on 
advice the government was given in roundtable consultations, which were to be held 
across the province over the next few months. These roundtables, the government 
argued, would take back power from the bureaucrats and 'special interests' and return 
decision-making back to 'average citizens'. As will be shortly illustrated, these 
roundtables were to become a formative component of the challenging political 
discourse in the reforms to come. Finally, the regional health authorities that were 
established to manage health services explicitly excluded representation from provider 
groups in their governance (Philippon and W asylyshyn 1996). 

This announcement of the additional $67.5 million in cuts was met with furious 
opposition. Groups of protesters regularly carne out to Government House to rally 
against the government's plans. Nurses, ancillary workers and even physicians 
protested and threatened strike action against the imposed 5% wage rollback; 
consumers' groups , seniors, women's organizations and average Albertans were 
anxious about proposed hospital closures and angry about higher premiums and user 
fees for a whole range of services from home care and nursing homes to physiotherapy 
and assistive devices. The groups raised concerns that the government's latest 
announcements pre-empted the roundtables process and undermined the credibility of 
the consultations. Nevertheless, in keeping with the portrayal of providers as part of 
the problem rather than the solution, the Premier vowed that he would not succumb 
to their pressure or retreat from the government's long-range fiscal plan. "They can 
stand out there and they can yell and they can scream ... and they can call me every 
rotten, stinking name under the sun .. . I'm ... not going to blink" (Premier IGein, as 
quoted in Calgary Herald 1993) . 

The roundtable process was meant to be an inclusive forum in which the legitimate 
partners in the system could debate and arrive at decisions . It also provided a venue 
for the government's particular causal story and established the agenda for the reform 
debates. The first delayed health roundtable was held in August of 1993, and included 
160 invited participants from business, provider groups and the public. A government
prepared discussion paper for participants laid out a causal story that was consistent 
with the fiscal crisis that informed the broader political agenda, suggesting that 
Alberta wasn't a "financial goner. Not yet. But if we continue the course we're on, 
with no correction, we certainly will be." Without a reduction in health spending, it 
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was suggested, there would be "very little left to pay for schools, for universities, for 
police, for roads, parks and for protecting the environment." However, simply cutting 
costs was not going to be sufficient to save the system. An efficiency argument was 
made to open the door for fundamental restructuring, although no mention was made 
of changing the Canada Health Act. "To put it bluntly, we spend a lot of money 
without a clear indication that we are spending it in the best way" (Alberta, as quoted 
in Struzik 1993b ). The goal for health reform was an overall reduction in the 
province's health budget of about $1 billion - 25% of the government's health 
expenditures - over the next four years. 

The roundtable process met with mixed success, and on balance the public response to 
the consultations seemed negative. Some suggested that the sessions were important 
in finally getting the real issues into public debate. One moderator at the first 
roundtable argued that "We have a ticking time bomb of a deficit. And if we don't 
take action today, that time bomb is going to get bigger and more dangerous" (John 
Brosseau, as quoted in Walker 1993a). Others questioned the legitimacy of the 
roundtables as true consultations, accusing the government of using the process to 
manipulate the public agenda. For example, the Alberta Federation of Labor (AFL) 
leader argued that "the government has already announced they're taking millions of 
dollars out of the health care system. Now they're bringing people in trying to lead the 
public to believe that now this is consultation .. .lt's just nothing more than public 
grandstanding" (Karpowich, as quoted in Toneguzzi 1993 ). Similarly, the opposition 
party's health critic, Howard Sapers, asked, "with a set agenda and admission 
restricted to a select group, how can the upcoming provincial roundtable on health 
consider itself to be a true public consultation?" (Sapers, as quoted in Toneguzzi 
1993). Senior citizens' and consumers' groups were also critical of the roundtables 
process; suggesting that it was simply a cover for decisions that had already been 
made. The Freedom of Information and Privacy Association of Alberta also criticized 
the process for its lack of openness and selective list of invitees. A representative of 
the association, lawyer Michael Greene, claimed that "there is no requirement for the 
government to open the books. The whole approach to deficit reduction is very 
difficult for the general public and specific interest groups because the information is 
fed to them" (as quoted in Marshall 1993). Bringing home the issue of the closed 
nature of the process were accusations in the media that the chairman of the health 
roundtables was in a conflict of interest and had bypassed government tendering rules 
by awarding contracts to his friends and relatives. Thus the roundtables in many ways 
reinforced the perception that the policy making process in Alberta had become more 
centralized and closed under the new government. 
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Private Clinics and User Charges: Normative Elements ofa Challenging Discourse 

While the health roundtables were taking place, the issue of private clinics began to 
filter up onto the political agenda. The clinics had begun to proliferate in the early 
1990s in a number of provinces, including Alberta. These clinics not only billed 
provincial plans for their services, they also billed individual patients for use of their 
facilities and medical supplies ('facility fees') - a practice in clear contravention of the 
CHA. The most prominent among them were in Alberta: seven eye surgery clinics, two 
private abortion clinics and two MRI (magnetic resonance imaging) centres. The eye 
surgery clinics had been in operation since the first one opened in 1984 by Dr. 
Howard Gimbel, and had been expanding. In 1990, the eye clinics billed the Alberta 
government $1.6 million in medical fees and billed patients over $5 million in facility 
fees and enhanced services (Walker & Heinrich 1991). However, it wasn't until two 
private MRI clinics were approved and slated to open in the spring of 1993 that the 
issue of private clinics was pushed onto the public agenda. 

The two MRI clinics were particularly controversial because, unlike the eye clinics, 
they were financed entirely by private sources - mainly individual patients or third 
party insurers such as. workers' compensation. As such, they seemed to be much more 
unambiguously in contravention of the Canada Health Act's accessibility principle, 
and were blatant examples of queue jumping by people who could afford to pay for 
their own tests. In some cases, hospitals could also refer urgent patients to the clinics, 
as long as the tests were paid for from the hospital's operating budget. The clinics also 
raised conflict of interest concerns since they were operated by private consortiums 
that included physicians who also practiced in the public system. For example, one of 
the private clinics was headed by the acting director of radiology from a large Calgary 
hospital. Critics of the practice were concerned that some of these physicians could 
inappropriately steer patients toward the private clinics by offering more prompt or 
more 'comprehensive' testing (e.g., such as the use of newer, more up-to-date 
technology). However, in a confidential memo to hospital administrators, government 
health officials indicated that physicians who worked at the private clinics would not 
be required to opt out of Medicare "at this time" - another contravention of the 
Canada Health Act (Cernetig 1993a). 

The opening of the MRI clinics revived the debate about user charges in the health 
care system, both in Alberta and at the federal level, where a national election 
campaign was under way. In Alberta, the government responded to the concerns 
raised about the clinics by denying that the clinics would jeopardize accessibility or 
universality. Instead, officials argued that the clinics would provide services more 
efficiently than the public sector. Furthermore, by taking patients who were willing to 
pay for their services out of the public system, the clinics would ease some cost and 
service burdens in the public system, and as a result, enhance overall accessibility. For 
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example, the health minister, Shirley McClellan, suggested the clinics were a non
issue: "There's nothing wrong with [the clinics] as long as nobody is disadvantaged by 
not being able to pay and as long as they have the same access to health services. " And 
in her view, Albertans did have that access through the public system, if they wanted 
it (McClellan, as quoted in Helm 1993a). 

The Premier's views on user charges and the private clinics were at times incoherent 
and shifting, creating confusion and fueling concerns about the future of Medicare in 
Alberta. Klein first expressed his views on the Canada Health Act in January 1993, 
when he proposed a meeting with the federal government to discuss changes to the 
Act to allow provincial governments to charge user fees. He said he sensed "the 
political will out there is [that] steps have to be taken to cut down on abuse and 
perhaps a small user fee for those who can afford it might be a way to do this" (Klein, 
as quoted in Canadian Press 1993a). However, in his election campaigning, he had 
pledged to protect the principles of the Canada Health Act in Alberta's health care 
system, saying "Our government is committed to maintaining universal access to 
quality health care. We will work to prevent a two-tiered health care system ... " 
(IGein, as quoted in Edmonton Journal 1993b ). When challenged on his earlier 
position on the Canada Health Act and user · fees, the Premier explained his 
statements by saying that he had "only been thinking out loud. I'll talk about it, but 
that's not to say it will happen." (IGein, as quoted in Aikenhead 1993a). 

The Premier appeared to reverse his views yet again later that year, after the election, 
when he predicted that the result of long-term restructuring in the health system 
would be that hospitals would charge patients for more of their services to remain 
competitive. "People say that we are moving toward a two-tiered health care system in 
Alberta. But that's not all bad. Some health services have to carry charges or there will 
be abuse" (IGein, as quoted in Western Report 1993). In response to the private 
clinics issue, he suggested that "certainly there is a place for these machines in the 
private sector and those who want to have a private analysis will simply have to pay 
for it" (IGein, as quoted in Panzeri 1993a). Despite his earlier election pledges, IGein 
seemed relatively unconcerned about conflicts between private clinics with their 
patient charges and Canada Health Act principles. He focused on cognitive elements 
in the government's challenging discourse, arguing that user fees were not 
incompatible with the Canada Health Act since they would deter only unnecessary 
services, and at the same time enhance efficiency. 

By framing privatization policy alternatives using the 'two tiers' metaphor, however, 
the Premier shifted the debate from a focus on cost-containment within the existing 
parameters of the system to one that questioned the normative values of universality 
and accessibility underlying Medicare. Cost containment strategies, such as budget 
cuts and premium increases, could be portrayed as consistent with the dominant 
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health policy paradigm since they were simply adjustments to existing policy 
instruments. In contrast, the 'two tiers' metaphor shifted the discourse to one that 
manifestly challenged the core principles of the dominant policy frame. "Two tiered" 
implied a different level service for the wealthy and another for the less advantaged 
unmistakably the antithesis of universality and accessibility. 

This shift in the challenging discourse opened the government up to accusations of 
allowing two-tier medicine to flourish in Alberta. Friends of Medicare, a public 
interest group comprised of individual members, service organizations, social justice 
groups, unions, and churches, suggested that the system was moving toward an "if you 
can afford it, you can get it" philosophy (Irene Gouin, Treasurer, Friends of Medicare, 
as quoted in Struzik 1993a). Former Conservative health minister and leadership 
contender Nancy Betkowski suggested the clinics blurred the line between private and 
public, and were "starting to strike at the heart of medicare." (Betkowski, as quoted in 
Edmonton Journal 1993a). She was echoing the criticisms of the provincial opposition 
parties, nursing unions, other labour unions and the Consumers' Association of 
Canada (CAC). In September 1993, the CAC submitted a letter to Health Canada 
asking for a formal investigation into Alberta's private clinics to determine whether 
they contravened the Canada Health Act by charging patients 'facility fees' (Crockatt 
1993b). 

Consolidating the Challenging Discourse 

Before the federal government could become involved, one more factor helped push 
the user fee/privatization issue in Alberta more forcefully onto the provincial and 
national political agendas. The final report from the health care roundtables, called 
Starting Points, was made public in late 1993. The report emphasized the dire fiscal 
situation of the province, the high and growing costs of health care, "waste, 
inefficiency, duplication and overexpenditure in the system," as well as an "acute lack 
of accountability," which "allowed the preservation of bureaucracy to take priority 
over the true needs of health consumers" (Alberta 1993b:4-5). Consistent with a 
challenging discourse, it called into question the capacity of existing system structures 
to provide high quality services at a reasonable cost. Instead, it recommended a 
number of major structural reforms in the health care system to 'put the consumer 
first', including the creation of 17 regional health authorities. Similar to· the Thatcher 
health reforms in Britain, which had established an 'internal market' for health care, 
Alberta's, new regional authorities would be encouraged to solicit competitive service 
contracts from the private and public sector to meet the needs of their populations. 

The report further recommended that health services be divided into 'core' or essential 
services, which would continue to be insured by the provincial plan, and non-essential 
services which would be de-listed from the provincial plan and be made available 
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privately. The issue of de-insuring non-essential services had been raised by a number 
of other provincial governments besides Alberta, largely in the context of cutting 
health care costs. Since the Canada Health Act offered no clear definition of 
'medically necessary', provincial governments had tended to define "services as 
'medically required' by regulation, without reference to any substantive or policy
based definition of that term ... While this procedure is flexible, it is also arguably 
susceptible to political and economic winds ... " (Canadian Bar Association 1994: 37). 
Concerned about the implications of de-insuring health services for the 
comprehensiveness principle of the Canada Health Act, the Health Action Lobby 
(HEAL) commissioned a report to examine the issue. The authors of that report 
suggested that attempts to de-list services from their provincial health plans had been 
done in an ad hoc and opportunistic manner, "driven by the need to save money" 
(Deber, Ross & Catz 1994: 27). Thus the recommendations of Starting Points seemed 
to reinforce the fear among the government's opponents that large components of 
Medicare would be privatized - both through the proliferation of private fee-charging 
clinics and through the growth of a parallel private insurance system. The report 
buttressed the opinion that the Alberta government was actively dismantling Medicare 
(Crockatt 1993c; Walker &Alberts 1993a, 1993b). 

By the time Starting Points was released, a new federal government had been elected. 
The new Liberal administration seemed to take a greater interest in the user fee issue 
than had the Mulroney government. The federal Minister of Health, Diane Marleau, 
very explicitly laid out her government's opposition to user charges and private clinics, 
and vowed to uphold the Canada Health Act. The stage was thus set for a 
confrontation between the dominant health policy paradigm, as defined by the 
Canada Health Act, and a challenging discourse pr~moting private financing 
alternatives . 

The Failure of the Privatization Challenge 

Despite its formidable resources and commitment, the Alberta government failed to 
provide a persuasive challenging discourse to overcome the resistance to the 
privatization elements of its proposed reforms. As alluded to earlier, this failure can 
be attributed to three main factors . First, cognitive elements of the challenging 
discourse were inconsistent with the widely accepted and deeply valued norms of 
collective social responsibility, universality and accessibility that underpinned the 
dominant Medicare paradigm. Instead, the challenging discourse implicitly 
undermined those norms and values, and even, at times, openly questioned them. As a 
result, the government's opponents were able to rally around a fiercely rhetorical and 
long-entrenched discourse to defend Medicare. Second, the IGein government lacked 
credibility when it professed to protect Medicare yet simultaneously radically reduced 
health care spending and promoted the most conservative political agenda of any 
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government in the country. Finally, and perhaps most critically, the government failed 
to provide a convincing set of facts and arguments that its proposed reforms, including 
the private clinics, would actually solve the problems of the health care system but not 
compromise Medicare principles. Each of these arguments will be developed in more 
detail in the following sections. 

Challenging Universality and Accessibility 

Alberta's challenging discourse was articulated in more detail in the 1994 provincial 
budget. In the 1993 budget, the focus had been on an instrumental discourse around 
cost containment in health care - that is, controlling health expenditures in order to 
prevent a fiscal crisis in the province and protect Medicare in the long run. The 1994 
Alberta Health Business Plan, which outlined the ministry's objectives for the coming 
year, incorporated the recommendations of the Starting Points report and reflected 
residualist principles for the health care system. In contrast to the principle of 
collective social responsibility underpinning Medicare, the Ministry's goals focused on 
the individual, stating that "individual responsibility for health will be encouraged and 
facilitated" and noted that "local community responsibility and contribution for 
funding some heaJth services/facilities may be appropriate" (Alberta Health 1994a: 5
6). The Business Plan implied that universality and equal access were no longer the 
primary goals of Medicare in Alberta. Instead, the government's role was to offer a 
basic range and narrow scope of necessary services, and anyone who wanted or could 
afford more would have to seek care in the private system. 

One of the four goals of the Business Plan was to move to a means-tested system of 
benefits: "for universal health programs where premiums or other charges are currently 
.levied, [the Ministry will] seek financial contributions; regardless of age, based on an 
ability to pay" (Alberta Health 1994a: 1 0). The reference to age is significant for two 
reasons. First, it meant that seniors, a strong ally of the government, were going to 
have to pay premiums from which they had been exempted in the past. This 
willingness to alienate one of its own strongest supporters revealed the strength of the 
government's ideological commitment to its reforms. The second reason was that age 
is a significant indicator of health care utilization or need, and removing the age 
exemption implied that premiums might, in the future, also be adjusted to incorporate 
other risk-based factors. A second goal articulated in the Business Plan was to 
"increase individual accountability and public acceptance of responsibility for 
maintenance of their own health" (Alberta Health 1994a: 11). This goal compounded 
public concerns that lifestyle and other risk factors would have a role in either · 
determining premium levels or curbing access to the system, forcing the health 
minister to publicly refute that this was indeed her government's intent ion. 
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Around this time, senior members of the IGein government also began to openly 
challenge the Canada Health Act principles. The Deputy Premier of Alberta, Ken 
Kowalski, said in a press conference that "if people want to provide services that 
individuals are prepared to pay for in their own way, that should be a positive, 
positive encouragement." (Kowalski, as quoted in Alberts 1994a). The Premier backed 
Kowalski, saying that private clinics could be supported within the Canada Health 
Act. "As long as it doesn't undermine our fundamental obligation to provide adequate 
and essential health services, then I can't see any law that would prohibit that" (IGein, 
as quoted in Crockatt 1994a). IGein's statement reflected and supported the 
government's challenging discourse in that he referred to obligatory services in 
minimalist terms - that is, using words such as 'adequate' and 'essential', which 
suggest a much smaller role for government in the provision of health care than terms 
such as 'comprehensive' and 'universal'. Additional support for private clinics came 
from another Conservative MLA, Dr. Lyle Oberg, a physician and the man responsible 
for determining how 'essential' and 'non-essential' services would be defined in 
Alberta. He argued that if "privatization of some facilities or clinics will increase access 
to the public system [by shortening waiting lists in the public system], then I have no 
problems with it" (Oberg, as quoted in Alberts 1994a). The government had begun to 
publicly make the argument universality and accessibility were expendable. 

On January 28, 1994, the new federal health minister, Diane Marleau, addressed the 
federal parliament to outline her government's health program. She said: 

" ... there are certain principles, policies and programs which must be 
maintained as part of our national heritage and our national fabric .. . 
Fundamental among them is our national health system which for many 
Canadians represents the essence of our unique experience as a country. 
(Diane Marleau, Hou:se of Commons, Friday January 28, 1994). · 

This brief speech laid the groundwork for the rhetorical discourse the federal Liberal 
government would pursue over the next two years in dealing with the issue of private 
clinics and user fees in Alberta and other provinces. This discourse built on the 
principles of the Canada Health Act and linked them to the idea of Canadian 
nationhood and citizenship. Thus the normative appeal to notions of pan-Canadian 
equity and collective solidarity, as articulated in the Act, was based on their inherent 
social value as well as their iconic status as symbols of nationality and identity. 

Opposition to Alberta's challenging discourse grew in Alberta and across Canada, as 
various groups contested it on both principled and instrumental grounds. The federal 
health minister, whom the media referred to as Canada's "Joan of Arc of Medicare," 
was perhaps Alberta's most prominent detractor and, as the media moniker suggests, 
Medicare's preeminent defender. The federal government had been monitoring 
developments in Alberta, and had been critical of the deep expenditure reductions 
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proposed in the provincial budget. In · April 1994, Marleau announced that her 
government would look into the private clinics in Alberta and, if necessary, withhold 
transfer payments if it was found that the clinics violated the Canada Health Act. She 
invoked a rhetorical discourse to defend Medicare, saying she was troubled by the 
cutbacks in services in the public system that might lead to longer waiting lists for 
necessary services, forcing people to tum to the private system. Using the two-tier 
metaphor, Marleau said she was 

.. . deeply concerned over what's happening in Alberta, with trends that are 
developing toward a two-tier health system. Private clinics appear to run 
contrary to the spirit of the Canada Health Act. They do create a two-tier 
system, more accessible to the rich than to the poor (Marleau, as quoted in 
Alberts 1994a). 

Marleau actively reinforced the dominant paradigm by using the rhetoric of the perils 
of "pocket-book medicine" for universality and accessibility, and the potential for 
queue jumping that were raised by private clinics. 

When a facility charges a facility fee and general taxpayers are paying the 
physician fee, they are in essence subsidizing queue jumping for those who 
have the money. That goes against_ our principles ... That is a tax on illness. 
That is not a fair tax, at least in my book (Marleau, in Canada House of 
Commons Debates, April27, 1994). 

The Prime Minister echoed Marleau's rhetorical discourse, and supported her stance 
on the Canada Health Act. He declared that: 

... we have a very clear law of Parliament that medicare in Canada is free for 
everybody. We have a law in Canada that says there will not be a two tier 
system of medicar.e, one for the rich and one for the poor. We also have ·a law 
in Canada which says that if one province is engaged in that direction we shall 
cut off funds to it. The minister is doing what is right. She is making sure that 
the laws of Parliament are respected. (Prime Minister Jean Chretien, in Canada 
House of Commons Debates, April 2 7, 1994). 

On this issue, the federal government had the backing of most provincial 
governments. In a September 1994 intergovernmental meeting of health ministers, 
the majority {with Alberta the only holdout) agreed to "take whatever steps are 
required to regulate the development of private clinics in Canada" (Canadian Press 
1994a). Alberta's refusal to concur was interpreted by one senior Health Canada 
official as a sign that "Ralph IGein is pursuing a radical privatization agenda which 
violates the very spirit of the Health Act" (Richard Van Loon, Associate Deputy 
Minister, Health Canada, as quoted in Western Report 1994). 
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The war of words with Alberta heated up when Marleau issued an ultimatum on 
private clinics in a letter to all provincial health ministers. The letter invoked a 
rhetorical discourse to defend Medicare. Dated January 6, 1995, it outlined the 
federal policy on private clinics - namely, that the facility fees charged by these 
clinics: 

constitute user charges and, as such, contravene the principle of accessibility 
. set out in the Canada Health Act ... Facility fees are objectionable because they 
impede access to medically necessary services. Moreover, when clinics which 
receive public funds for medically necessary services also charge facility fees, 
people who can afford the fees are being directly subsidized by all other 
Canadians (Marleau 1995). 

The letter went on to express more general concerns about the potential of private 
clinics "to restrict access by Canadian residents to medically necessary services by 
eroding our publicly funded system." Provinces were given until October 15, 1995 to 
enforce the prohibition against user charges, after which penalties would begin. 

Premier IGein's reaction to the federal ultimatum was to deny that user fees were in 
any way undermining Medicare. He said: 

We don't think fundamentally that we are doing anything wrong ... Perhaps we 
will challenge this [the prohibition on facility fees] on legal grounds. We have 
always been of the opinion that in no way, shape or form are we violating the 
Canada Health Act. Facility fees are an acceptable way of accommodating 
those who want to have a procedure ... to have that procedure more quickly 
than you would get in the hospital. We don't see it as a two-tiered situation 
any more than we see private abortion clini~s as part of a two-tiered system 
(IGein, as quoted in Ha &Feschuk 1995).6 

In the months following the federal government's ultimatum on the private clinic 
issue, Alberta did little to conform to the deadline. Instead, the Premier made 
statements that suggested Alberta would continue to defy the Canada Health Act, 
with some government officials even expressing skepticism that the federal 
government would actually impose the penalties. IGein argued that instead of fining 
Alberta, the federal government should change the Canada Health Act. He asked, "On 
the question of equal access, does that mean that any arrangement that allows 
enhanced access beyond some agreed standard is a violation of the [Canada Health] 
Act? We don't know, and we want to know" (IGein, as quoted in Nagle 1995). He 
implied he was looking favourably on a proposal to sell two closed hospitals to a 
consortium of doctors that wanted to open an entirely private hospital in the 

6 In fact, the private abortion clinics the premier was referring to were also in violation of the 
CHA, and a number of provinces were later penalized for not providing adequate in-hospital abortion 
services, and/or npt allowing the clinics to bill provin~ial plans. 
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province. He felt that "Albertans ... simply want to say, 'Look, I want to get into this 
hospital quicker.' Maybe there's an opportunity for that person to get in quicker and 
have the operation done [in Alberta], just as that person might say, 'I'm going to take 
my own money and go to the Mayo Clinic or go to the Houston Medical Centre or go 
to a facility in the United States.'" He agreed that "it could perhaps be construed as a 
two-tiered system" (IGein, as quoted in Crockatt 1995a). 

Premier IGein unexpectedly received the support of his provincial counterparts on the 
private clinic issue, although their reversal was driven less by the persuasiveness of 
IGein's argument than by intergovernmental politics. A few weeks after Marleau's 
letter was sent, the federal government announced cuts to provincial transfer 
payments of $7 billion over four years. Incensed by the magnitude of and lack of 
consultation on the cuts, premiers who had supported upholding the Canada Health 
Act on the clinics issue retracted that support, demanding that Ottawa "stop 
unilateral actions and arbitrary deadlines." Although the premiers were divided 
amongst themselves as to whether the Canada Health Act should be enforced at all, 
they all shared the sentiment expressed by Manitoba's premier that the federal 
government "can't be both gate-keeper and purse-snatcher at the same time" (as 
quoted in O~Neil 1995). 

Alberta, with the backing of the other provinces, might have posed a serious challenge 
to Ottawa's position on the Canada Health Act. However, the force of provincial 
resistance against Ottawa was both shallow and short-lived. Medicare once again 
became entangled with national unity as a referendum on sovereignty in Quebec drew 
near, revealing deep divisions in the provincial alliance. Some provincial premiers used 
the centrality of Medicare in the national unity issue to argue against federal cuts to 
provincial transfers for health and social prognims, as suggested by the Premier of 
British Columbia: "We have tried to make it clear to [Ottawa] the negative impact it 
would have on national unity. Medicare defines us as a nation" (Premier Mike 
Harcourt, as quoted in Hunter 1995). Others, like Saskatchewan's Roy Romanow, 
used Medicare as a positive example of how federalism could work in the interests of 
both the provinces and the federal government: "If we did not have federalism, 
[Saskatchewan] would not have been able to have invented medicare ... and in 
inventing medicare, we gave to Canadians a gift" (Romanow, as quoted in Cordon 
1995). 

Alberta, backed by the Reform Party, made a different argument. IGein accused the 
federal government of sending the wrong message about federalism by "beirig 
inflexible" on health care issues (IGein, as quoted in Canadian Press 1995). In 
Parliament, Reform Party leader Preston Manning urged the Prime Minister to 

... [seize] opportunities to respond to the demand for decentralization. Even 
today his health minister is in Victoria. She could advance the cause by simply 
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. agreeing to open up the Canada Health Act to permit the provinces greater 
flexibility in financing health care. Albertans want it. Ontarians want it. 
Quebeckers want it. Canadians want it. Is the Prime Minister willing to put 
some meaning into this phrase of flexible federalism and thus advance the no 
side by committing to amend the Canada Health Act?" (Preston Manning, 
Canada, House of Commons Debates, September 20, 1995). 

Manning's proposal convinced neither Parliamentarians nor the Canadian public. As 
in earlier constitutional negotiations, Medicare became a symbol of pan-Canadian 
values that were shared by all Canadians and that held the nation together. The Prime 
Minister's response to Manning illustrates the rhetorical discourse that became the 
federal government's defense against dismantling the Canada Health Act: 

.. .I do not think it would change the vote in Quebec if we agreed to have a two 
tier system of health care ... Destroying the health care system in Canada will 
not persuade the Leader of the Opposition [the Bloc Quebecois] and his leader 
in Quebec to vote no. However, the people of Canada would be very 
disappointed if I were to stand here just to maintain peace for 40 days and 
concede our national health system which makes everybody equal in Canada. 
(Jean Chretien, Canada, House of Commons Debates, September 20, 1995). 

The results of Quebec's sovereignty referendum were perilously close, with a very slim 
majority of Quebeckers voting against separation. Although the referendum did alter 
the dynamics of Canadian federalism towards a more collaborative approach on many 
other policy issues (Lazar 1997), Medicare and the Canada Health Act remained one 
area in which the federal government, backed by the support of a majority of 
Canadians, refused to yield. 7 

Contesting Legitimacy: Retrenchment and the Klein Revolution 

Aside from the details of Alberta's health reform plans, the government itself lacked 
real credibility as an administration with a deep social conscience. The Klein 
government's unabashedly nee-liberal agenda was viewed with suspicion by many 
Albertans as well as some political leaders, in both Alberta and beyond, and IGein 
himself was labeled as a 'right-wing ideologue' by his detractors (Taras and Tupper 
1994) . Labels and suspicions notwithstanding, the IGein government undoubtedly 
undertook the most drastic public expenditure reductions and rapid deficit cutting 
exercise of any government in Canada, past or present. Lauded by the Wall Street 
Journal as 'Canada's Reagan,' IGein became the model politician of numerous 

7 In 1994, 7 5% of Canadians believed it was very important to keep the five principles of the 
Canada Health Act. Canada Health Monitor, Highlights Report, Survry #10, February 1994. (Toronto: 
PriceWaterhous<;. 1994). 
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conservative groups and think tanks across the nation, rece1vmg decorations and 
awards from the likes of the National Citizens' Coalition and the Fraser Institute. 

The policies of the so-called Klein Revolution, and Klein's own sometimes abrasive 
personality, created friction amongst his provincial peers and revealed the very 
superficial nature of inter-provincial harmony. The source of this friction was both 
ideological as well political. For instance, a rather protracted and very public dispute 
broke out between IGein and the social democratic premier of neighboring British 
Columbia, Mike Harcourt. The B.C. government accused Alberta of encouraging 
Albertans receiving social assistance to move to other provinces by giving them a bus 
ticket out of town, and by deliberately reducing monthly assistance payments below 
those of other provinces (in fact, Alberta did have a program to help recipients leave 
the province to reunite with familial or other social support networks). IGein did not 
deny this, and in fact lauded his government's success in getting 23,000 people off 
Alberta's welfare rolls. The intergovernmental dispute escalated, with the premiers 
exchanging retaliatory threats and insults which simply highlighted the ideological 
differences between the two governments (Crockatt 1993d). Harcourt compared his 
government's approach with the 'slash and burn' policies of the IGein government 
and, in an address to British Columbians, argued that "the people of Alberta now face 
massive layoffs, closed hospitals across the province and lower quality of education. Is 
that what you want for your family? I know I don't." (Harcourt, as quoted in Nagle 
1994). 

Conflicting ideologies led Saskatchewan's social democratic premier, Roy Romanow, 
to accuse Alberta's leaders of " .. . turning the clock back as fast as they can [on social 
programs]. Their solutions are simplistic and they amount to one: punish the poor" 
(Romanow, as quoted in Canadian Press 1995h). In a similar vein, Ontario's social 
democratic premier, Bob Rae, lashed out at the 'neo-conservative agenda' of political 
parties across Canada. Although he was directly targeting Ontario's Conservatives, 
Rae implicated Alberta's Tories as well: "You have parties which to a greater or lesser 
degree are committed to a wholesale destruction of the balanced partnership between 
the private sector and the public sector"- a partnership that created and reflects "our 
sense of decency that we're not going to allow people to starve and to fall through the 
cracks" (Rae, as quoted in the Windsor Star 1994). 

In terms of political and economic relations in the federation, inter-provincial 
harmony was further threatened by the demands of the so-called 'have' provinces 
Ontario, Alberta and British Columbia - to reduce their contributions toward federal 
equalization transfers . The economically weaker Atlantic provinces in particular relied 
heavily on federal transfers - both the targeted transfers for social programs and 
health care and equalisation payments - to maintain their social programs. These 
'have less' provinces were understandably reluctant to speak out against federal 
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involvement in health programs, and in fact argued for a strong federal role (Bickerton 
1996 ). Furthermore, any suggestion that renegotiation of national health standards 
would be accompanied by changes in equalisation payments, as the 'have' provinces 
were implying, was met with outright hostility. The 'have less' provinces accused the 
richer provinces of trying to solve their own fiscal problems by taking federal resources 
away them - just another twist on the 'politics of off-loading' that had characterised 
federal-provincial relations for the past decade (Taras and Tupper 1994). Thus, in the 
intergovernmental arena, the IGein government's position on the Canada Health Act 
was met with a great deal more scepticism than support. 

Domestically, the IGein government faced the wrath of myriad groups united in their 
opposition to the government's plans to remove almost a billion dollars from the 
health budget. The magnitude of the reductions is illustrated in Figure 6.4. From 
1992 to 1996, health care expenditures as a proportion of provincial GDP fell from 
8.6% to 6.6% in Alberta, compared to the national average which fell from 10% to 
9.1% in the same period. This translates into a 25% reduction in per capita health 
expenditures in Alberta, taking into account population increases and other 
demographic changes. Cuts to hospital funding, being the largest category of health 
expenditures, resulted in the planned closure of 44% of hospital beds (Plain 1997). 

Figure 6.4: 	 Health Expenditures as% of Provincial GOP (Current Dollars) 
Alberta and Average of All Provinces 
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Less than a year into the cuts, health care horror stories filled media reports around 
the province, detailing the difficulties of average Albertans trying to access the health 
care system. Referring to his earlier comments, newspaper editorials and letters in the 
press urged the Premier to 'blink' on his health cutbacks and some even questioned 
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the government's real intentions regarding Medicare. The Premier, however, flatly 
denied the existence of any problems. Instead, consistent with a causal story in which 
health care providers were part of the over-spending and inefficiency problems, he 
accused both providers and the press of deliberately trying to make him look bad by 
publicizing "victim of the week" stories. He went so far as to suggest things were 
"deliberately going wrong in the system," that health care workers might be purposely 
sabotaging the system to "embarrass the government" (IGein, as quoted in Crockatt 
1994b). The health minister described the protests and criticism of the government as 
a "communication problem" - "We should be talking about the positives in the 
system rather than the negatives ... I can tell you that every time [the media] write a 
story about somebody who is unhappy or has had a bad experience, my office gets 
calls and I get letters from people who have had the opposite experience" (McClellan, 
as quoted in Pedersen 1995). This outright repudiation of the difficulties experienced 
by Albertans as a result of health system reforms earned the government a great deal 
of scorn and went a long way in undermining its credibility on the issue. 

The credibility of the government's promises about protecting Medicare and the 
Canada Health Act principles was also challenged on other occasions. In the throes of 
the federal-provincial dispute on private clinics, and in the midst of the cuts and 
restructuring of the health care system, the government aggravated fears of 
privatization with the appointment of a high profile health economist, Jane Fulton, as 
Deputy Health Minister. Fulton had become a public figure in the media for her views 
about the virtues of privatization for Canada's health care system. The public interest 
group, Friends of Medicare (FOM) pointed out that Fulton was 

on record advocating a two-tier system with increased user fees, allowing the 
wealthy faster and better access to health services and leftovers for the rest of 
us . Combined with the recent wave· of announcements regarding privately 
owned hospitals taking wealthy patients outside public medicare, this 
announcement should convince Albertans that the government is out to 
dismantle our medicare system. (Dr. Hubert Kammerer, spokesperson for 
FOM, as quoted in Canadian Press 1995b). 

Alberta's opposition Liberal party also attacked the IGein government's credibility, 
suggesting suggested that " ... when the premier talks about defining essential services 
versus non-essential services, he is talking about a two-tiered health care system, 
which is his philosophy and which he wants." (Mitchell, as quoted in Arnold 1995b ). 
He went on to accuse the government of having 

... a hidden agenda ... to erode the Canada Health Act, its fairness of health-care 
delivery in this province, its comprehensiveness and its accessibility .. . I believe 
deep down inside they would very much like to see a two-tiered health-care 
system, a more Americanized system. And that system is more expensive and it 
doesn't work (Liberal Leader Grant Mitchell, as quoted in Arnold 1995a). 
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Finally, despite the stanch popularity of both the Premier and his government's 
agenda, the one area in which public confidence fell far short was health care. As the 
public opinion polls during 1995 indicated, concerns about the government's health 
policies quickly surpassed their concerns about the deficit or economy (Archer and 
Gibbins 1997; Hughes, Lowe and McKinnon 1996 ). Furthermore, Albertans were far 
less confident in their health care system (see Tables 6.4 and 6.5) . 

Table 6.4: How Albertans Rate the Health Table 6.5: How Albertans View the 

Care System Spending Cuts in Health Care 


January 1993 August 1995 Strongly Support 10% 
Excellent 28% 6% Moderately Support 28% 

Very Good 37% 21% Moderately Oppose 20% 

Good 26% 34% Strongly Oppose 39% 

Fair 6% 22% Source: Angus Reid, as reported in Walker 1995 

Poor 2% 16% 

Source: Angus Reid, as reported in Walker 1995 


The government's detractors were abJe to capitalize on these concerns and reinforce 
the doubts by pointing to the government's broader privatization agenda. Klein had 
campaigned on a promise to review every aspect of government and made no bones 
about reducing the role of the state. To this end, the government privatized the 
Alberta Liquor Control Board and various government registries, and also talked of 
contracting with the private sector for prison services, the management of provincial 
parks and hospitals, and of course, some health and diagnostic services (Feschuk 
1994). One particularly controversial piece of legislation introduced by the 
government, Bill 57, the Delegated Administration Act (DAA), intensified the level of 
debate and brought the government's plans under sharp public scrutiny. Described by 
the minister who introduced it as a 'housekeeping' bill, the legislation would allow the 
government to contract out or delegate virtually any service or function in its purview 
simply by regulation. The opposition party accused the government of having 'fascist' 
aspirations and of "abandoning the public interest [in favour of] private control" 
(Bettie Hewes, Interim Liberal Leader, as quoted in Feschuk 1994). Hewes went on to 
warn that "Albertans need to remind the Premier that the mandate he obtained [in 
the June 1993 election] was to eliminate the deficit, not to eliminate government." 
Bowing to negative public pressure, the government eventually withdrew the 
controversial legislation. Nevertheless, the opponents of the private clinics often 
referred to it to undermine the government's credibility on health care as well (for 
example, see Alberta Association of Registered Nurses 1995). 
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"Klein Blinks": Cognitive Failures of the Residualist Challenge 

By the middle of 1995, the impact of the cuts to the health care budget was well 
under way. The private clinics were in operation and making plans for increasing their 
volumes, while other corporations and business consortia were pursuing the possibility 
of expanding private services to include surgical procedures requiring an overnight 
stay. The premier talked openly of allowing private clinics and hospitals to expand in 
Alberta, and of meeting with groups of investors to discuss the possibility of selling 
closed hospital properties. However, increasingly, the 'facts' that the IGein 
government had been using to support the need for and benefits of private clinics and 
user charges were being questioned and challenged with counter-facts. 

On Alberta's assertion that the private clinics would save money and reduce health 
expenditures, the federal health minister used the American system, in which overall 
health expenditures consumed a much larger proportion of GDP, as evidence that 
privatization proposals were unworkable. "Why would we be pushing for a US-style 
medicare system that does not serve people as well as our system does, and we know 
costs a lot more?" (Marleau, as quoted in Crockatt 1995a). Similarly, Wendy 
Armstrong, representing the Consumers' Association of Canada (CAC), said that with 
a parallel private system such as that proposed by IGein, "ten years from now, we'll be 
paying twice as much for half as much health care" (Armstrong, as quoted in Crockatt 
1995a). As a case in point, the CAC argued that the cost of cataract surgeries being 
performed in Alberta's private clinics was higher than those performed in public 
hospitals- the private clinics charged patients anywhere from $750 to $1500 per case 
(not including physicians' fees which were still paid by Alberta Health), whereas the 
cost per case in hospital was estimated to be about half these amounts (Armstrong 
1996). . 

Friends of Medicare (FOM), a public interest group expressly formed in December of 
1994 to oppose Alberta's health reform plans, contested the government's claim that 
people in the public system would be better served if some - those who wished and 
could afford it- obtained their services privately. FOM spokesperson, physician 
Hubert Kammerer, argued that the Alberta government was leading the province 
"down a 'slippery slope' to an American-style health care system that provides one 
service for the rich and another for the poor" (Kammerer, as quoted in Necheff 1995). 
Kammerer said allowing private clinics to charge facility fees "is subsidizing private 
health care facilities with taxpayer dollars .. .facilities that can only be accessed by 
those with enough money" (Kammerer, as quoted in Necheff 1995). A representative 
of the Alberta Council on Aging added that "I am old enough to know what this 
country was like when we had a two tier health care system ... Ifyou were covered by 
[private] insurance, one episode of illness then they'd cancel the insurance. If you had 
chronic illness, that's just too bad" (Hazel Wilson, as quoted in Necheff 1995). 
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Both the FOM and the CAC also cited research and evidence from the United 
IGngdom, where a parallel private system operated alongside the National Health 
Service, to demonstrate that accessibility and quality of care for some services would 
actually decline. This evidence included the findings that NHS waiting times for 
services performed by physicians who divided their time between the public and 
private systems were much longer than those for physicians who practiced only in the 
public system. The CAC had conducted a survey of Albertans and reported the 
following: 

Albertans requiring cataract surgery who seek the services of a surgeon who 
performs the procedure as a regular component of his/her practice and offers 
the procedure exclusivery in public hospitals can expect an initial appointment 
within 3 to 4 weeks and have the surgery performed within 2-6 weeks. Longer 
waiting periods for fully paid surgery in hospital are encountered onry by 
patients whose surgeon offers both a public hospital option and an expedited 
private surgery clinic option with patient fees ranging from $700 to $1275 per 
eye. In both hospitals and private clinics, the surgeon and anesthesiologist bill 
the provincial health plan for their professional fees (Armstrong 1996, 
Appendix A). 

Both FOM and the CAC also raised doubts about the quality of care in private clinics, 
suggesting that the rapid increase in cataract surgeries in Alberta should not simply be 
accepted as a response to increasing need. Instead, they provided anecdotal evidence 
that in some cases Albertans who apparently did not need the surgery were being 
recommended for it - by physicians who worked in both the public hospitals and 
private clinics. They cited research evidence of similar experiences from the United 
States to support this apparent trend in Canada. Dr. Kammerer from FOM further 
argued that private clinics "could be a license to print money because the number of 
inappropriate surgeries could increase." (as quoted in Arnold 1995d) 

Meanwhile, the government was facing wildcat strikes by hospital employees, threats 
of service disruptions by regional health authorities that had run out of money, a 
province-wide publicity campaign by doctors, and a dissatisfied electorate. Public 
interest groups such as the Friends of Medicare and the Consumers' Association 
organized petitions, protests and hearings to urge Albertans to speak out against the 
government's reforms. In the face of this public pressure, the government decided to 
restore some of the original cutbacks health care in late 1995, prompting theCalgary 
Herald to run the headline, "KLEIN BLINKS". IGein himself denied his government 
was buckling under pressure, saying instead that "We're taking a bit of a detour. . .I 
think [the decision] alleviates concerns in that it demonstrates we are listening" 
(IGein, as quoted in Geddes, Dawson & Pommer 1995). 
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The government also appeared to be reconsidering its position on the facility fees 
issue. Two days short of the federal deadline, the Alberta health minister wrote to the 
federal minister asking for a six to eight month extension on the deadline so that the 
province could work out the details of a policy on private clinics. The new policy 
would be based on twelve principles, which pointed toward a hybrid public-private 
system. Marleau refused. The Premier expressed his frustration at the federal 
government's intransigence, using his typically ambiguous language to defend the 
province's position. He declared that "we are not capitulating, and we are not giving 
this up" (IGein as quoted in Henton 1995). He said, "We feel these clinics take 
pressure off the public system. We don't subscribe to Ms. Marleau's theory that 
better-off Canadians can jump the queue. This is giving an alternative, so that people 
can leave the line" (IGein, as quoted in Arnold 1995c). However, he failed to clarify 
the difference between 'jumping the queue' and 'leaving the line' to purchase services 
more quickly in the private sector. 

On October 15, Ottawa began to deduct $420,000 per month from its transfer 
payment to Alberta. The Premier argued that the penalty was "totally and absolutely 
unfair. I don't think we've done anything to violate the Canada Health Act," saying 
he ~as more concerned about the principle than the actual penalty (Klein, as quoted 
in Canadian Press 1995c). When asked how the province would deal with the 
financial loss imposed by the federal penalties, the premier and his officials implied 
the fine was very small relative to the overall health budget and would not have much 
of an effect (Canadian Press 1995d). However, opponents scoffed, and generated long 
lists of services that might have been paid for with the forgone funds. Friends of 
Medicare spokesperson Hubert Kammerer pointed out that $420,000 would pay for 
42 hip replacement surgeries, 19,100 hours of home care, or 800 cataract surgeries. 
(Vancouver Sun 1995). By January 1996, the cumulative federal penalty reached the 
$1 million mark, prompting the Edmonton Social Planning Council to come up with 
its own list of what might have been done with that money: about 20,000 eye exams 
which had been eliminated from provincial insurance coverage, 70 heart operations, 
750 MRI scans, or 100 joint replacements (Canadian Press 1996a). 

The government continued to deny the penalties were a problem, saying that there 
were no reductions in services as a result of the federal government's cuts to Alberta's 
transfer payments. "Alberta's response to Ottawa's demand is just arrogance" 
responded Phyllis Matousek, head of the Seniors Action and Liaison Team, which 
actively protested the government's reforms on behalf of seniors (as quoted in Henton 
1995). Richard Plain, a health economist and active member of FOM suggested the 
government's "scheme is to try to get Ottawa to agree to some compromise and let 
this [private clinics] in and then push for private medicare. This is the first prong in a 
two-prong attack" (Plain, as quoted in Henton 1995). Even the province's 
professional association of opthamologists argued that "it makes no sense to have 
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several standards of care and to have some regions where patients have to pay for 
cataract extractions, and other regions where it is completely insured" (from a letter of 
the Opthamalogical Society of Alberta, to the Minister of Health, quoted in Canadian 
Press 1995c). 

In March, an 80,000-signature petition was tabled in the Alberta legislature, asking 
the government to restore health care cuts and to stand by the Canada Health Act 
principles. An additional 50,000 postcards were sent by people opposed to the cuts as 
part of the Alberta Medical Association's publicity campaign. Various groups brought 
forward information about the extent and effects of the health care cuts. FOM 
pointed out that health care spending in Alberta had declined from $1800 per capita 
in 1989 to $1392 in 1996 - the lowest in the country. The CAC published a report 
detailing the impact of Alberta's reforms on Albertans, ranging from growing numbers 
and amounts of hospital and physicians' charges that were undermining accessibility 
and universality to variations in coverage and availability of insured services across 
regions that compromised comprehensiveness. Even hospital administrators admitted 
the cuts had gone too far in shutting down hospital beds, and that beds would need to 
be reopened to ensure adequate service levels. 

The government finally capitulated on the private clinic issue in the spring of 1996, 
announcing that as of July 1, it would pay the facility fees for all private clinics in the 
province. After announcing a 'surprise' budgetary surplus of over $1 billion for 1995
96, the government decided it was time to reinvest in health care and other services. 
In a reversal of the government's earlier almost militant opposition to the Canada 
Health Act, the health minister said "the bottom line is that [Albertans] should have a 
feeling of stability in terms of the fact that we are complying with the . Canada Health 
Act" (Health Minister Halvar Jonson, quoted in Canadian Press 1996b). 

Policy Outcomes of the Challenging Discourse 

This case illustrates the significant role political discourses can have in preventing 
certain types of policy change. Whereas the case study of German health care reforms 
demonstrated the power of discourses in facilitating change, the case of Alberta is an 
instance of their opposite effects. When it challenged the dominant Medicare 
paradigm, the government of Alberta was faced with a rhetorical discourse extolling 
and further entrenching the virtues of the Canada Health Act principles, both as 
normative ideals as well as critical elements of what it meant to be Canadian. Alberta's 
decision to yield to federal demands was a complete reversal of its earlier, aggressive 
stance on the role of private clinics and patient charges. 

Although concern about the long-term fiscal viability of Medicare was rampant among 
many societal and provider groups across the country, as well as in Alberta, there was 

145 



Ph.D.. Thesis, V. Bhatia 
Department ofPolitical Science, McMaster University 

scant evidence that the core principles of Medicare were being questioned. The 
Canada Health Act was also an important symbol of national unity and Canadian 
citizenship during a period of constitutional turmoil. The federal government's 
rhetorical discourse focusing on these principles served to rally provincial 
governments, interest groups and the public in opposition to Alberta's challenging 
privatisation discourse. Instead of weakening the dominant paradigm, Alberta's 
challenge actually had the effect of reinforcing it. The government was forced to 
concede that the ideas of universality and accessibility in Canada's Medicare system 
were far too deeply entrenched to be effectively challenged. It consistently failed to 
convey to the public and most provider groups that its particular set of solutions to 
the health care cost crisis was legitimate. Even the provincial health minister seemed 
to acknowledged that the government had been unable to convince the public: "If you 
have the total restructuring that we're having, you're going to have some challenges ... " 
(McClellan, as quoted in Canadian Press l995f). 

Notwithstanding its continued high level of popular support, the Alberta government 
had much less credibility on the health care issue than on any other part of its agenda. 
It was faced with daunting opposition to its reform plans from the public, which 
rallied around a number of v~ry persuasive public interest groups, such as Friends of 
Medicare and the Consumers' Association, as well as from the federal government, 
provider groups and even other provincial governments. Almost 70% of Albertans 
believed that the provincial government had failed to maintain the quality of the 
health care system, and more than half felt that health was the most important issue 
facing the province - more than double any other issue, including the provincial 
deficit (Canadian Press l995a). Furthermore, having targeted providers as part of the 
problem in the system, the government had difficulty defending itself against 
accusations ·that it was catering to a small group of physician-entrepreneurs when it 
supported private clinics. Friends of Medicare spokesperson, Dr. Hubert Kammerer 
cast the stubbornness of the Alberta government this way: "Premier Ralph IGein is 
going to use our money to pay a fine of $420,000 a month so a handful of Alberta 
doctors can extra bill and line their pockets"(as quoted in Canadian Press l995g). 

Central to a challenging discourse is the use of 'facts' to persuade various publics that 
alternative policy instruments would permit a better realisation of core principles of 
the dominant policy frame . . Citizens' groups such as Friends of Medicare, the 
Consumers' Association and the Canadian Health Coalition, as well as labour unions, 
provider groups and even other governments, attacked the Alberta government's facts 
by drawing upon evidence from other jurisdictions, particularly the United States, 
suggesting that greater privatisation of financing would only lead to higher costs and 
greater inequality, contrary to the government's contentions. They aggressively 
defended the principles of Medicare, and demanded that its institutional foundations 
be strengthened to prevent future challenges. 
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Other factors also contributed to the failure of the privatisation discourse. The Alberta 
government's legitimacy as a defender of social welfare was weak amongst its 
constituents as well as its peers . Its neo-conservative agenda had been the first of its 
kind at the provincial level and its aggressive budgetary cuts were viewed with alarm 
both within and outside the province. Its particular ideological approach was at odds 
with the prevailing political climate in most other provinces and the federal 
government. British Columbia, Saskatchewan, and, until 1995 Ontario, had social 
democratic governments strongly wedded to the dominant policy frame representing 
Medicare for historical reasons. Manitoba and Quebec had effective social democratic 
parties as leaders of the opposition. The government of the Atlantic provinces, 
traditionally sympathetic to a strong federal leadership role in many policy areas, 
including health, were not at all sympathetic to Alberta's repudiation of the national 
standards represented by universal Medicare. 

147 



Ph.D. Thesis, V. Bhatia 
Department ofPolitical Science, McMaster University 

148 




Chapter 7 

Ideas, Discourse and Policy Change 

Health policy reform has proven to be a thorny issue for many governments in the 
past two decades . Although political and institutional hurdles to policy change have 
been significant, the role of discourse in framing and reframing the issues has it made 
it possible, in some instances, to overcome those hurdles . Discourse is central to the 
analysis of policy change because, as Schmidt and Radaelli (2004: 192) note, it gives 
"shape to new institutional structures, as a set of ideas about new rules, values and 
practices, and as a resource used by entrepreneurial actors to produce and legitimate 
those ideas, as a process of interaction focused on policy formulation and 
communication." 

The two case studies discussed in this report illustrate how policy discourses cah be 
used to analyse the process of policy change. Certain types of discourses - challenging 
discourses that are broadly targeted and intended to persuade using facts and 
arguments - help to make policy change possible. However, the different outcomes 
with respect to health care reform in Germany and Canada also suggest that not all 
challenging discourses are equal - some will create conditions for successful policy 
change whereas others will fail to do so. In Germany, important reforms in the central 
features of its social insurance-based health care system were made possible by the 
existence of a strong challenging discourse that proposed a coherent and convincing 
alternative to the government's failed policy strategies. In contrast, the challenging 
discourse posed by the Alberta government in Canada questioned the fundamental 
principles underlying Medicare but failed to persuade a sceptical audien.ce of its 
merits. 

As elaborated in chapter two, discourses are comprised of both policy frames - that is, 
normative and cognitive ideas- and policy framing- that is, the process by which those 
ideas are legitimated and communicated. In both Canada and Germany, an alternative 
policy frame challenged the dominant health policy frame. However, only in Germany 
did the alternative frame come to replace the dominant frame and lead to significant 
policy change. In Canada, the alternative frame was rejected, and as a result, the 
dominant paradigm continued to prevail. The reasons for the success in one case and 
failure in the other are related to both the contents of the various policy frames as well 
as the discourses used by their proponents to convey their ideas and persuade their 
publics . 
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Policy Ideas and Policy Frames 

The contents of the dominant policy frame circumscribe the boundaries of what is 
considered possible or impossible at any given point in time and limit the range of 
alternatives that are considered acceptable. The key constraining factors are its 
normative elements: the social norms and values that shape the definition of the 
policy problem and its potential solutions. The findings of the two case studies in this 
research support the contention that in order to be successful, an alternative frame in 
a challenging discourse must be consistent with and build upon central normative 
elements of the dominant frame. It cannot make a 'clean slate' of core values but 
rather must accommodate them in some way (Sure! 2000). Core values -variously 
referred to as deep core beliefs or worldviews - are very difficult to change and only do 
so under rare and unusual circumstances, such as deep political crisis, exogenous 
shocks or war, that demand a re-evaluation of the entire policy frame or paradigm. In 
such cases, we might expect some political actors to develop a truth-seeking discourse. 

The successful challenging discourse in Germany broadened the already familiar and 
respected core principle of solidarity (Solidaritiitsprinzip) in the statutory health 
insurance system - the idea that .the risk of illness should be shared among the 
population. In fact, the SPD 'modernised' solidarity by renouncing the historical class 
bias inherent in another principle of the system - structured membership 
(Gliederungsprinzip) - in favour of a more equitable and justifiable concept that 
incorporated the vast majority of Germans on more equal terms. 

Apart from the normative appeal of a more inclusive understanding of solidarity, the 
long history of failed reforms, growing premium and service differentials between blue 
and white collar workers and the increasing costs of the GKV pointed dearly to the 
anomalies of the dominant frame in meeting the needs of German society. The 
accumulation of such cognitive anomalies and policy failures may eventually reach a 
critical point, forcing the re-evaluation of the dominant frame and opening a window 
for new alternatives to be considered. In Germany, this critical juncture was reached 
early in 1992, when it became apparent that the previous reform package had failed to 
rein in costs and that reforms planned for that year were likely doomed to the same 
fate. At this juncture, a new health minister, Horst Seehafer, was able to strategically 
marginalise key opponents to his _ reform plans by suggesting that, due to the 
exigencies of the situation, the traditional decision-making processes with corporatist 
groups - that is, the principle of subsidiarity (Subsidaritiitsprinzip) - would need to be 
temporarily moderated. 

In the search for viable policy alternatives and a politically feasible solution, the 
coalition government turned to their rivals in the SPD. The role of ideas in this 
informal coalition was significant in that the beliefs of many CDU/CSU members of 
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the governing coalit ion, including the minister himself, were much more aligned with 
the normative elements of the SPD's proposed alternative than with the policy 
preferences of their FOP colleagues. Furthermore, the policy frame posed by the SPD 
offered clearly articulated politically and administratively feasible alternatives to deal 
with the most immediate problems associated with the costs of the system and the 
growing premium inequalities between white and blue collar workers . This frame, 
which was adopted in the Gesundheitsstrukturgesetz (GSG), was based on a more broadly 
defined principle of solidarity in which all Germans would have the right to freely 
choose their health insurance fund. This free choice, in turn, would strengthen 
competitive forces in the regulated insurance market and force providers and insurers 
to be more cognisant of both the quality of their services as well as their expenditures 
(and premiums). To minimise risk selection biases between funds and across regions, 
an equalisation funding scheme was established. Generally speaking, the traditional 
self-management and corporatist structures of the system were either protected or 
enhanced with the reforms, but the government had established an important 
precedent for direct intervention if necessary. 

In contrast, the alternative privatisation policy frame posed by the Alberta 
government was a repudiation of the principles of universality and accessibility that 
were at the heart of Canada's dominant Medicare paradigm. The privatisation of some 
elements of health care financing, whether through de-listing of services, user charges 
for others or private fee-charging clinics, was an unequivocal contravention of both the 
letter and the spirit of the Canada Health Act - something that even the IGein 
government eventually acknowledged. Unlike the German case, there was little 
evidence or agreement that a critical juncture or crisis had been reached with the 
dominant Medicare policy frame. Although governments and other key political actors 
acknowledged there were problems associated With controlling the costs of the system, 
most were arguing that more had to be done to protect Medicare rather than 
suggesting that the solutions to the problems lay in dismantling the Canada Health 
Act and its core principles. Moreover, the view that Medicare should be protected was 
reinforced by an event external to the health domain - the national unity crisis. 
Medicare, and the values of collective social responsibility it represented, were widely 
accepted as an important part of Canadian identity. When the form and substance of 
that identity were threatened by the separation of Quebec from Canada, Medicare 
was held up a national program that united all Canadians and represented the best of 
what a successful federal social and political union could accomplish. Thus the 
privatisation alternative presented by the IGein government in Alberta was contrary to 
both the norms underlying the Medicare paradigm as well as Medicare as a central 
idea or aspect of Canadian national identity. 
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When Discourse Matters 

Clearly, however, the success or failure of the alternative policy frames in these two 
cases cannot simply be attributed to the contents of the frames themselves. In order to 
be successful, the ideas contained in policy alternatives must be communicated and 
legitimised in the polity. Transformative discourses accompanying alternatives help to 
make policy change possible by either seeking consensus on the need for re-evaluation 
of the underlying norms and values of the dominant paradigm, as in a truth-seeking 
discourse, or by providing a compelling and persuasive set of facts and truth assertions 
to convince people that significant policy change is both necessary and desirable, as in 
a challenging discourse. Conversely, augmentative discourses may inhibit the adoption 
of new policy alternatives by reinforcing and justifying the dominant frame, either by 
asserting the moral superiority of the status quo over any other alternatives, such as in 
rhetorical discourses , or by offering incremental modifications and adjustments to the 
status quo to address small inconsistencies, as with instrumental discourses. 

In Canada, the rhetorical discourse in favour of protecting and reinforcing the 
Medicare paradigm proved to be much more powerful than the challenging discourse 
of the .Alberta government in promoting privatisation. Alberta's challenge foundered 
not only on normative grounds, as discussed earlier. It was also hampered by the 
weakness of its cognitive arguments that Medicare was no longer sustainable as a 
universal system and that private financing mechanisms would control costs and 
simultaneously improve accessibility to high quality services for all Albertans, 
regardless of their ability to pay. In contrast, the challenging discourse accompanying 
the GSG reforms in Germany was based on an appeal to accepted norms. Equally 
important, it offered compelling and acknowledged evidence of the failures of the 
dominant paradigm. It also offered a persuasive argument that its proposed 
restructuring of the statutory health insurance system would contain costs and 
enhance solidarity, without compromising self-administration and the corporatist 
bargain. 

The findings of the case studies illuminate a number of factors that appear to be 
central to the persuasiveness of a challenging discourse. First, as we have noted, unlike 
a truth-seeking discourse, a challenging one must be framed in ways that are 
consistent with, and reinforcing of, core values and norms. Second, there must be a 
broad degree of consensus on the gravity of the problem: the more serious a problem 
is perceived to be, the more likely it is that policy actors will succeed in convincing 
people of the need for change. In Germany, the legacy of failure left by previous 
reforms was incontrovertible: premium rates for health insurance funds had continued 
to rise almost unabated. It was widely believed that health insurance costs were 
threatening the viability of other social insurance programs, such as pensions, and 
compromising Germany's international competitiveness. Furthermore, the issue of 
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solidarity became central in German reunification following the collapse of the DDR 
in late 1989. The gross income and class disparities between the eastern and western 
Uinder would have exacerbated premium and service differentials between German 
citizens had the Gliederungsprinzip remained in force, and without risk-equalisation 
between insurance funds. Regardless of their position on reform, by the early 1990s, 
virtually all actors in the German system were in agreement that the current state of 
affairs in the GKV should not be allowed to continue. The federal government 
collaborated with both its political partners and opponents in resolving the reform 
impasse, and was able to arrive at an 'historical compromise' - the GSG - to address 
the problems. 

In Canada, the severity of the problem of rising costs in health care was disputed by 
the provincial and federal governments, as well as by providers' and consumers' 
groups. Although most groups argued that more money was needed to improve · 
Medicare, Alberta's argument that private financing was necessary to supplement 
public funds was vehemently challenged by consumer groups and the federal 
government. The plan's opponents argued that cost problems in the health care 
system were not so severe that they could not be effectively addressed within the 
confines of the Canada Health Act principles. 

Third, a challenging discourse is likely to be more successful if it is developed and 
promoted by broadly representative political actors. In Germany, proponents of the 
challenge discredited the governing coalition by recalling its past failures and by 
questioning its ability and willingness to arrive at a compromise that would serve the 
interests of the public above the interests of the powerful health care lobby. The new 
health minister played an important role in expanding the reform del!berations to 
include the oppos'ition SPD. He was motivated by a degree of congruence between the 
views of the SPD and the social wing of his own party, as well as by a commitment to 
arriving at a substantive reform package. By including the SPD, but excluding 
corporatist players, in the negotiation of the GSG reforms, the government broadened 
the range of views represented in the policy process and was able to build a 
sustainable and politically legitimate 'grand' coalition in support of reform. 

In contrast, the Klein government's attempts to portray a transparent and consultative 
image by holding roundtables and devolving authority to regional boards, among 
other things , failed to convince people that the decisions were truly the product of 
these processes. Instead, the government's critics complained that the roundtables and 
consultations were simply a cover for reform plans that had already been made. They 
pointed to the limited and selective information that was made available for the public 
deliberations, questioned the representativeness of groups invited to consultations, 
and argued that the government's unexpected announcements of wage rollbacks and 
hospital cuts pre-empted any recommendations the roundtables might have made. 
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Furthermore, although the issue of rising costs in Canada's Medicare system were not 
in dispute, Premier Klein and his government had little credibility to address them as 
reformers with a social conscience. The Alberta government openly questioned and 
then defied the principles of the Canada Health Act, while at the same time denying it 
was doing anything to compromise them. Moreover, it had gained the mistrust of 
many of its constituents and peers by engaging in the most drastic cost-cutting in the 
health sector of any Canadian government. As a result, the government's reform plans 
and the discourse that accompanied them were perceived as having been constructed 
by a small group of neo-conservative politicians and business leaders with both 
ideological and financial interests in promoting private health care. 

Finally, a challenging discourse must offer a convincing solution to the policy problem 
at hand. In order to be persuasive, a discourse must discredit the cognitive elements of 
the dominant policy frame - the 'facts' brought to bear on the problem and its 
solutions, as well as the legitimacy and credibility of those who promote those facts. 
The accumulated failures of cost containment policies of the German government 
seemed incontrovertible - premium rates had continued to increase, the disparity 
between benefits offered by different types of insurance funds had widened, insurers 
were running large and growing deficits, and patients were paying ever-increasing user
charges. Even the government made no attempt to deny them. The SPD's challenging 
discourse drew upon these facts and concluded that a complete break with past policy 
instruments was necessary to effect lasting reforms. The proposed reform of the GKV 
offered a pragmatic alternative to past policy failures, and accommodated the concerns 
of both government and the public. 

In contrast, Alberta's privatisation challenge lacked the supporting '.facts' the public 
and other poli'cy actors in the health care system demanded. The government failed to 
provide convincing rationales or evidence to support a greater role for private 
financing. Opponents of the plan claimed that privatisation of financing would 
actually lead to higher costs for patients since user fees and other charges were simply 
shifting the burden of expenditures from public insurance to private pockets . They 
contested the government's claims that queue-jumping would not occur with private 
clinics by providing contrary anecdotal evidence from eye clinics in Alberta. They 
raised concerns, based on the experience of other jurisdictions, that inequalities in 
accessibility and in service quality were the inevitable outcomes of privatisation. In 
the face of evidence of negative outcomes of such policies in other jurisdictions, most 
notably the U.S., the government's counter-arguments fell short. Eventually, it 
withdrew its privatisation proposals and conceded that it had not sufficiently 
persuaded Albertans of their merits. 
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Policy Ideas and Discourse in the Study of Public Policy 

The research presented here proffers an alternative framework for understanding how 
policy change may be facilitated or impaired by the ideas embedded in policy 
discourses. Ideas have a particularly prominent role to play in the consideration of 
health policy since government intervention in this area is almost always prefaced on 
normative grounds. However, or perhaps as a result, health care reform in many 
countries has been an intractable policy issue, since struggles over normative and 
cognitive ideas are at the heart of many, if not most, such policy controversies. And 
yet, in some instances, rather significant health policy changes have been made 
possible. In these instances, new ideas have played an important role in overcoming 
long-standing barriers to reform. But ideas alone have only limited persuasive power: 
they must be communicated and legitimated or discarded through discourses that 
engage key actors in the debate. Discourses may be enabling or transformative in that 
they bring about a new understanding or formulation of a problem and thus create 
opportunities for different policy alternatives to be considered, or they may be 
augmentative by reinforcing, modifying and further institutionalising extant policy 
prescriptions. 

This study of health reforms in Canada and Germany has explored two related 
questions about the role of ideas in policy change. First, it has identified some 
conditions under which ideas become important elements in policy change, focusing 
on the accumulation of policy anomalies and failures of the dominant paradigm. 
Perceptions of crisis or exogenous events may magnify or intensify the failures and 
generate an ever-greater impetus for change. Second, the analytic framework for 
analysing discourse as a mechanism for policy change suggests why some ideas rise to 
prominence whereas others do not. It examines the interaction of new ideas with pre
existing norms and values, as well as, in the case of Canada, their possible interactions 
with broader cultural frameworks such as identity. It posits that the internal structure 
and logic of the ideas themselves - that is, the content of and relationship between the 
normative and cognitive elements of policy frames - must be consistent with and 
reinforcing of broader social norms. The discourse framework also expands existing 
work on ideas by linking policy frames with the discursive processes by which framing 
takes place. It develops a typology for identifying and categorising discourses, based 
on the focus they place on either normative or cognitive ideational elements of a 
policy, and links these different discourses to the nature and degree of policy change 
they may initiate. The findings from the case study . research suggest that 
transformative discourses are more iikely to succeed in changing policy when they are 
constructed and promoted by policy actors representing a fairly broad range of views 
and interests. Challenging discourses are more persuasive when they engage in frank 
discussion of the specific failures of the dominant policy frame and call upon different 
forms of knowledge to construct alternative solutions, including both expert and 
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experiential information. Only in very unusual and rare circumstances will discourses 
that draw attention to normative values and beliefs (that is, truth seeking discourses) 
succeed in making major policy changes. 

Although this research has focused on the role of ideas and discourse in policy change, 
it is not intended to repudiate the importance of political institutions and the role of 
interests in mediating that change. During times of 'normal' politics, the path 
dependent influences of interests and institutions are indeed very powerful in shaping, 
if not determining, the incremental nature, direction and extent of policy change. 
However, as this research demonstrates, significant departures from existing policy 
pathways are accompanied and made possible by ideational factors which serve to 
reframe policy problems and draw attention to policy solutions that would otherwise 
remain unnoticed or considered unviable. A focus on ideas and discourse offers a 
useful and compelling approach to improve our understanding situations in which 
institutional and interest-based explanations alone often fall short. 
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Appendix 1: 

Research Methodology 

This research project was essentially conceived as a means to explore a policy puzzle. 
It began as an investigation into the role of institutional variables - conceived broadly 
as rules and norms - and their influence on the capacity of governments to undertake 
health care reforms, but evolved into its current form, as a study of the influences of 
ideas and discourse. The puzzle arose from my initial investigations of the role of 
institutional factors in shaping the health policy impasses that were encountered with 
predictable regularity in many federal countries, and in Canada and Germany in 
particular. In both countries, the conventional wisdom attributed policy immobility in 
the health arena to institutional factors, such as federalism and corporatism. However, 
in theory, the institutional features of the Canadian polity would suggest that a 
determined and resourceful provincial government should encounter few institutional 
barriers to enacting significant policy change. In contrast, the complexities of German 
federalism and the strongly coq>oratist network of health policy negotiations would . 
suggest that significant policy change is virtually impossible. And yet in each country, 
the reverse of what would be expected actually occurred. 

These puzzles led me to examine the role of ideas and discourse in the two cases , and 
how they may have a role in framing policy problems in ways that render proposed 
solutions more or less possible and desirable. In this approach, policies are not simply 
instrumental to achieving particular ends, but also expressive of the ideas - normative 
and cognitive - that underpin political action. The research design involved two 
methodological approaches: comparative case study design and discourse analysis. 

Comparative Case Study Design 

In order to understand the influence of ideas and discourse on health care system 
reform, a comparative case study design was selected. This approach has a number of 
advantages in social science research since it combines the strengths of case studies 
and of the comparative method. The case study approach allows for the collection of . 
detailed, context-rich information about a single, time- and activity-bound 
phenomenon. It is a form of 'thick description' -what happened, how and when 
that reveals underlying complexities and relationships that might be missed by other 
approaches (Fischer 2003) . Furthermore, the case study approach emphasises the 
study of processes rather than outcomes or products. This is consistent with and 
supportive of my research objective, which was to explore the processes by which ideas 
and discourse can change or consolidate particular understandings of policy problems 
and their solutions. Finally, comparison enables the discovery and analysis of patterns .. 
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across cases, and facilitates the generation of broader hypotheses and theory 
development (Collier 1993 ). 

In this study, the cases in question are Canada and Germany. As described earlier, 
Canada and Germany were selected because of the particular policy puzzles they 
presented with regard to the prominent position of institutional explanations in health 
policy reforms. Two different types of comparisons were made. The first was a 'within 
case' comparison, examining each case over a period of time. In Germany, discourses 
during two periods were studied and compared: discourses that occurred between 
1987 and 1989 and led to the incremental changes contained in the GRG, and 
discourses that occurred between 1990 and 1992 and led to the major reforms 
contained in the GSG. In Canada, discourses during the 1984 to 1992 period, when 
the Medicare paradigm was consolidated, were compared with those in the 1993 to 
1995 period, when the issue of privatization was raised. This 'within case' element of 
the research design allowed me to isolate the effects of ideas and discourse by holding 
institutional and interest variables constant over time. It enabled me to identify 
different patterns of 'discourse characteristics' in four situations, and formed the 
backbone of the theoretical framework presented in Figure 2.1 (page 18). 

The second comparison was across cases, that is between health care reform in Canada 
and in Germany. The cross-case comparative analysis was limited to the latter period 
in each case, comparing the successful challenging discourse in Germany with the 
failed challenging discourse in Canada. This comparison enabled me to further 
develop my framework by highlighting conditions or factors which may facilitate the 
success or failure of similar discourses. 

Discourse Analysis 

Discourse analysis forms the central methodological approach of my research. As 
elaborated and discussed in chapter 2, discourse is the process by which policy frames 
are created, altered and communicated. Discourse analysis is the study of those 
processes, as "embodied and enacted in a variety of texts ... Texts can thus be 
considered the discursive 'unit' and a material manifestation of discourse." (Phillips 
and Hardy 2002:4) . These 'texts' are comprised of language, symbols and metaphors 
that are used to construct and communicate meaning about a particular phenomenon. 

Data Collection 

Following Yanow (2000), the first steps in the research are to identify the texts that 
are the carriers of meaning - namely, the sources of data which express the content of 
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ideas and the communicative component of discourse - and to identify groups of 
people with shared understandings of policy ideas. 

Phillips and Handley (2002:75) propose that researchers address the following 
questions when making decisions about data collection for discourse analysis: 

• 	 What texts are most important in constructing the object of analysis? 
• 	 What texts are produced by the most powerful actors, transmitted through the 

most effective channels, and interpreted by the most recipients? 
• 	 Which of the above texts are available for analysis? 
• 	 Which of the above texts is it feasible to analyse? 
• 	 How will I sample these texts? 

The textual sources used in this study were drawn from material widely used and 
available in the public domain, primarily: print media accounts, including newspapers, 
magazines, journals and the internet; public newsletters, reports, policy statements 
and submissions of organizations of key actors; and, publicly available government 
documents, hearings and testimonies, reports and debates. These texts are important 
in constructing discourses because they are 'naturally occurring' - that is, they are 
actual examples of language and narrative used (Phillips and Handley 2002:71). 
Newspapers and records of parliamentary debates were particularly important in the 
analysis since they reported the original language used by communicators to express 
their ideas, such as with quotes of speeches and interviews with key actors in the 
policy network. Public media reports, when studied systematically over a period of 
time, also reflect the prevailing tenor of the debate and the broader political and social 
context within which it was occurring. Furthermore, as public texts, these data sources 
were widely disseminated during the periods under study and thus reached extensive 
audience, including other members of the policy network as well as the public. They 
were disseminated through the media and made available in libraries, or mailed out 
with newsletters or journals. Because of their widespread availability, they reached 
large numbers of their target populations, both professional and lay audiences, as well 
as political and bureaucratic leaders. These materials were also selected because they 
are in the public domain and thus readily available for analysis through libraries, 
archives , or upon request from the groups that produced them. Table A-1 summarises 
the sampling methodology used to search each of the different types of textual sources 
for both Canada and Germany. · 

For the Canadian case study, newspaper and newsmagazine searches yielded over 
5500 documents, of which 3500 were eliminated due to duplications and lack of 
relevance (e.g., such as referring to unrelated issues) . The remaining articles were 
consulted in the analysis. The search of government hansards resulted in over llOO 
citations, of which approximately three-fifths were either duplicates or not relevant to 
the issue under study. Government policy documents a~d newsletters, reports, policy 
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statements and submissions from societal groups numbered approximately 250 in 
total. 

The German component of the study yielded well over 4000 newspaper and 
newsmagazine articles, both through electronic database and manual searches, and an 
additional 1200 articles from association journals, with very few duplications. Of 
these 5200 results, approximately half were eliminated due to lack of relevance. Using 
the electronic full text search engines of the German Bundestag and Bundesrat, about 
625 documents (including hansards, proposed bills etc.) were retrieved. About half of 
these proved to be duplicates or unrelated to the issues studied. 

The next research step is to identify key actors who are "significant carriers of 
meaning" in a given policy issue (Yanow 2000:20). This is done by examining the 
texts themselves to ascertain who are the dominant actors in the policy network. In 
this study, the dominant actors are the political members of government who are 
directly involved in constructing and communicating a particular set of policy ideas 
about health reform. Opposition party members, provider groups and public interest 
groups are other key actors who are also regularly engaged in the policy network, 
either challenging or supporting the policy frame put forward by government. These 
actors were identified by their institutionally-defined positions of authority and/or by 
their involvement in discourse construction, as well as by the regularity and relative 
frequency of their interactions (Coleman and Skogstad 1990). 

Data Anarysis 

Once the texts and actors were identified, the collected texts were analyzed 
chronologically. Policy arguments· made by key actors were reconstructed, common 
themes or policy frames that dominated the debates were identified, and their various 
meanings for the community of actors involved were explored. Following Campbell 
( 1998), Rochefort and Cobb ( 1993), and Yee ( 1996), these questions were considered 
in analysing and interpreting the meanings associated with the content of a policy 
frame: 

1. 	 What is the problem definition? 
2. 	 What are the causal relationships proposed? 
3. 	 Who is blamed for the problem and who is responsible for its solution? 
4. 	 What basis of knowledge or information is used? What are the relevant social 

facts cited? 
5. 	 What are the strategies and actions proposed for resolving the problem? 

These questions were used to structure the analysis and reconstruct the policy frames 
at the beginning and end of the time periods studied in both Canada and Germany. In 
order to structure the analysis and reduce the volume of text to be searched, specific 
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events or debates during which prominent policy frames would have been articulated 
were identified. These events or debates formed the starting point for the analysis. In 
Germany, two junctures were identified. The first was the 1988 GRG reform, and the 
second was the 1992 GSG reform. In Canada, three junctures were identified. The 
first was the Canada Health Act debate in 1984, the second was the 1991 federal 
budget which announced significant reductions in health transfers and coincided with 
national unity debates, and the third was the announcement of Alberta's 1993 budget 
and Ministry business plans. 

Based on this analysis, two prominent policy frames were identified in each country: a 
'dominant' frame, which had persisted over a long period of time and reflected the 
status quo or 'normal' policy making, and an 'alternative' frame which proposed at 
minimum a second order degree of change (as identified by Hall 1993) and was 
receiving widespread attention in the study texts. In Canada, the dominant policy 
frame was identified as Medicare, and the core normative and cognitive elements of 
that frame were based on the Canada Health Act provisions. The 'alternative' policy 
frame, developed by the government of Alberta, was identified as the privatization 
frame. The core of this frame was based on a shift toward greater emphasis on private 
financing policy instrume·nts for services covered by the Canada Health Act, such as 
user charges and private clinics. In Germany, the dominant policy frame was 
identified as the segmented statutory health insurance system (or segmented 
solidarity) , based on the principles of the Social Code Book (SGB V). The alternative 
frame was based on the principle of unified or universal solidarity, which required risk 
sharing across the entire population and risk equalisation between insurance funds . 

The ne:?Ct step was to address the 'how possible?' question regarding policy change 
that is, how did policy frames shift from the beginning to the end of the period 
studied? The discourses associated with each type of policy frame were compared, and 
discourse characteristics were identified and grouped into two categories, each 'with 
two sub-categories. Using this methodology, two broad categories of discourse were 
identified, each with two sub-categories, based on the characteristics of the content of 
the policy frame and the type of communicative strategies used, as described in 
chapter 2, and depicted in Figure A-1 below. Drawing on work by Schmidt (2001, 
2002) , the following characteristics were used to classify the discourse into one of the 
four types: · 

• Which groups and how many are involved in constructing the discourses? 
• What are the main objectives (action-imperatives) of the discourses? 
• · What are the generic elements at stake in the discourse? 
• What are the specific elements at stake in the discourse? 
• What are the consequences of success of the discourse? 
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Figure A-1: Categories of Discourse 

The final step of the analysis was the comparative component, as described above. 
The comparative analysis enabled the identification of patterns of policy change and 
the discourses that accompanied them. This information was used to make more 
general propositions about the nature of policy change that would accompany a 
particular discourse, and the conditions under which different discourses might be 
most likely to facilitate significant policy change. 
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Table A-1: Sampling Methodology 

Text Type Sources Sampling Strategy 

Canada 

Newspapers, news Electronic Databases: Search tem1s for 1984-1996 period: 
magazines • ProQuest (Fulltext) 

• Globe and Mail (Fulltext) . Lexis Nexis (Fulltext) . CBCA (Fulltext) 
• Medline 
• Health star 

• 'Alberta' AND 'privatization' AND 'health care' OR 'medicare' . 'IGein' AND 'privatization' AND 'health care' OR 'medicare' . 'IGein' AND 'health care reform' 
• 'two-tier' AND 'medicare' OR 'health care' 
• 'private clinics' AND 'health care' OR 'medicare' 
• 'user fees' AND 'health care' OR 'medicare' 

Government policy 
documents 

. Libraries (Government 
Documents Collections) . Health Canada Library 

. All budget documents for time periods 
• All commissioned reports on health care, health care reform . All public Ministry of Health policy documents concerning health reforms 
• Press releases . Government Hansards Search terms for 1994-1996 period: 

(Electronic, Fulltext) . 'Canada Health Act' . 'Health Insurance' 
• 'Health care system' . 'Diane Marleau' 

• Government Hansards (Print) Debates for selective dates identified through other public texts 
Newsletters, reports, policy . Libraries (Government Searches by corporate author, all documents during 1984 to 1996 period. 
statements, submissions of Documents Collections) . Health Action Lobby (HEAL) 
key societal groups • Health Canada Library . Website 

I• Friends of Medicare (FOM) . Canadian Consumers' Association (CAC) . Alberta Medical Association/Canadian Medical Association 
• Alberta Association of Registered Nurses (AARN) 
• Canadian Hospital Association (CHA) 

- - -----
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Text Type Sampling Strategy Sources 

Germany 

Newspapers, news Electronic databases: Search terms for 1992 to 1993 period: 
magazines • 	 Lexis Nexis (Fulltext) • 	 'gesundheitspolitik' OR 'gesundheitsreform' 

• 	 'gesundheitsstrukturgesetz' 
• 	 'gesundheitsreformgesetz' 
• 'Seehafer' 


Print archives of the AOK- Key headline search terms (manual) for 1987 to 1992 period: 
Bundesverband (Bonn) • 	 'gesundheitspolitik' , 'gesundheitsreform' 

• 	 'gesundheitsstrukturgesetz', 
• 	 'gesundheitsreformgesetz', 'strukturreform' 
• 	 'Seehafer', 'DreBler' 
• 	 'kostenexplosion' 

• 'kassenwahl' 
Government policy . All budget documents for time periods 
documents 

.. Libraries (Government . All government-commissioned reports on health care, health care reform Documents Collections) 

. All public BMG policy documents, publications concerning health care . Government debates and bills Search terms for 1987 to 1993 period: 
(Electronic, Fulltext) PARFORS • 'gesundheitspolitik' OR 'gesundheitsreform' 
Dokumentenserver • 	 'gesundheitsstrukturgesetz' 

• 	 'gesundheitsreformgesetz' 
• 'Seehafer' OR 'Blum' OR 'DreB!er' OR 'Cronenberg' 

Newsletters, reports, policy Key headline search terms (manual) for association journals for 1987 to 1992 
statements, submissions of 

. Libraries (Government 
period: 

key societal groups 
Documents Collections) . Soziale Sicherheit, Gesellschaftspolitische Kommentare 
Gesellschaftsforschung Library 

. Max-Planck-Institut fur . 	Arzte-Zeitung, Deutsches Arzteblatt 
• 	 Die Ortskrankenkassen (DOK); Die Ersatzkasse, Die 

Betriebskrankenkasse 
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