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Abstract 

Since the early 1980s. governments of both "developed and "underdeveloped states - 
citing "globalization" pressures - have been radically restructuring their health care 

policies. Using a global political economy-qualitative approach, and comparing the cases 

of Ghana, West Africa and Alberta, Canada, this paper shows that health policy is a 

product of competing state/class interests and dominant ideologies within the framework 

of world economic development. Ln the current phase of "globalization," health care 

policy is being restructured within the neo-liberal policy paradigm by governments of 

both "developed and "underdeveloped" states and international institutions. This 

paradigm erodes the notion of the right to health care, champions the interests of 

powerful classes and states. and encourages the continued commodification of health 

"sewices" on a global scale. The "partnership" between the neo-liberal policy paradigm 

and health care policy is poor medicine for the majority of people who will one day need 

care. 
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Chapter One: Introduction 

In 1948 the "right to health" was included in the Universal Declaration of Human 

Rights. In 1977, delegates of the World Health Organization met in Alma Mater and 

declared "Health for All for the Year 2000." However, since the early 1980s. 

governments of both "developed" and "underdeveloped" states have been radically 

restructuring their health care policies and implementing measures that are arguably to 

the detriment of these international commitments. In response to the public outcry that 

many of the changes incite, government leaders indicate that they have "no alternative" 

but to restructure in light of the "new economic reality" brought about by "globalization 

pressures" that are "beyond their control." 

In this thesis I examine this claim. Specifically, 1 seek to determine the extent to 

which states have been compelled to restructure their health care policies because of 

"globalization" through a comparison of the health care programs in the country of 

Ghana, West Africa and the Province of Alberta, Canada. I also seek to gain an 

understanding of how this recent health care restructuring, which has been justified by 

governments in part on the basis of "globalization." has affected health care programs and 

the people who utilize them. 

In order to examine this claim and the consequent results of health care 

restructuring in a comprehensive manner, a sophisticated methodology is required. In 

Chapter Two, the methodological groundwork for this thesis investigation is laid out. I 

review the concept of political economy, methods applied to public policy analysis, 

concepts particular to the study of health care policy, and then outline the approach taken 

in this research project. Much of the literature which documents resrmcturing in the 

health care field is descriptive and atheoretical, focusing on the technical and managerial 

The discourse surrounding the identification of states is highly politicized and 
ideological. "Underdeveloped" states - who almost all share a history of being colonized 
- are also known as the 'Third World," "countries of the South," and "less developed 
countries." "Developed" states are also known as the "Fint World," "countries of the 
North," and "advanced industrial countries." In this thesis the t m s  are used 
interchangeably throughout. 



aspects of health care reform. Moreover, the qualitative impact of reforms on service 

providers and patient health is often obscured or ignored. On the other hand. 

globalization is very often studied (as it is here) using the approach of political economy. 

While the benefits of taking the political economy approach to study globalization are 

many and will be explored further throughout this thesis, a common criticism of political 

economy is that it is so abstract and theoretical it is divorced from human experiences and 

reality. Accordingly, the approach taken in this project - and an imponant element of this 

thesis - is the attempt to bridge the gaps in the literature between political economy and 

health care reform by linking the influences and decisions at the globai and state level 

(the rnacro/political economy level) with the consequences of these influences and 

decisions on health care programs (the meso "managerial" level) and to highlight the 

impact of reforms on service providers and patient health (the micro qualitative level). 

An inductive-historical approach is utilized so as to place globalization and health policy 

within an historical context. 

In Chapter Three, the phenomenon of globalization is critically investigated. a 

phenomenon which - if you believe government leaders and most economic experts - has 

brought sovereign states to their knees. What exactly is "plobalizationt"~ Is it a natural, 

unstoppable. uncontrollable force - our destiny - or is it just one development path that 

has been taken? Have states been powerless bystanders or have they been active players 

who have facilitated the globalization process'? Do government leaders really have "no 

alternative" but to restructure their domestic policies in the face of globalization or are 

they choosing to do so? Do some states have "more of an alternative" available to them 

than others'? If some states do have more options, why is this the case'? In Chapter Three 

these questions are answered. I also come to the conclusion that globalization is a "stage" 

of world capitalist development - not a unilinear and unstoppable force - but the 

dialectical result of certain policy choices, choices that have been made over time by 

people in positions of power, and in the interests of certain classes and states. 

Once the phenomenon of globalization is "de-mystified" and revealed for what it 

is, the relationship between health policy changes and globalization can be more 



comprehensively analyzed. In Chapter Four. I explore the relationship between world 

capitalist development and health policy change, highlight the roles of ideas (theories and 

ideologies) and institutions (states, markets, international organizations) with respect to 

these changes. and reveal important linkages and relationships within the global 

economy. 1 determine that health policy is a product of competing state!class interests 

and dominant ideologies within the framework of world economic development and is 

not the "scientific" result of "rational" and "objective" decision-making - nor even 

"globalizing imperatives" - as it is often portrayed today. 

In Chapters Five and Sin I move on to the case study portion of this thesis. 1 use a 

"most different" research design in which I have chosen very diverse cases to compare: 

the country of Ghana, West Africa; and the province of Alberta, Canada. "Most 

different" countries were chosen for a variety of reasons, including the belief that relating 

state, class and gender similarities and differences to the larger political and economic 

context would reveal imponant linkages and relationships within the global economy. In 

both chapters, health care policy is examined within its historical political and economic 

context. Prevention and treatment; effectiveness, equity. access, and efficiency: and cost 

and financing are some of the specific issues examined. People's experiences with health 

policy are explored to see if they are neutral or whether they are differentiated on the 

basis of such characteristics as race, class and gender. Particular attention is paid to class 

interests, the relationships between international institutions. states and ideas. as well as 

the capacity and autonomy of the statdprovince (and the l~ealth departments within the 

stateiprovince) to formulate health care policy. 

Finally, in Chapter Seven I briefly compare and contrast the nvo case studies and 

summarize the arguments provided throughout the thesis. I arrive at the conclusion that 

some states have more alternatives than others, and argue that the "partnership" between 

the neo-liberal policy paradigm and health care policy bodes nothing but ill for the 

majority o f  people who will one day need care. 



Chapter Two: Laying the Groundwork by Choosing a Theoretical Framework and 
Methodology 

The most common analysis employed for studying reforms in health care policy is 

"the level of medicine itself."' Revolving around the knowledge of "experts" - who all 

recently appear to be highly specialized health economists - the discourse is permeated 

with microeconomic rationalism. " Patients" are now "consumers ." Accessibility 

problems are described as " frustrated demand." Health is considered an "important 

component of human capital" rather than as a "human r ight ."Vhis type of analysis is 

descriptive and atheoretical, technical and ahistorical. It is also ultimately ineffective. 

Microeconomic analysis tends to obscure or ignore the qualitative impact of reforms on 

patient health and care providers. It also fails to explain - in any type of comprehensive 

or adequate way - ~vh-v states around the world are reforming their health care policies 

and systems. 

In order to overcome such shortcomings, some scholars have argued that health 

care policy should be studied within the framework of macro-analytic political economy 

(Navarro 198 4. 1993; Kanji et a1 199 1, McKinlay 1984). Others have argued that while 

the processes of globalization have made such a Framework increasingly relevant. 

qualitative micro-analysis - in the form of consequences and social action at the 

grassroots - should not be ignored (Lundy 1996). And. notivithstanding the problems of 

studying at the "level of medicine itself," it has also been suggested that a comprehensive 

examination of the actual changes made to health care programs within the wider political 

and economic context needs to be undertaken using an international comparison in order 

to understand the timing, speed and direction of health care refoms throughout the world 

(Twaddle 1996). 

This is John McKinley's phrase (1 984). 
The Universal Declaration on Human Rights ( 1948) is only one of many international 

conventions that protects the "right to health." 
Much of this literature starts with the unsubstantiated premise that health care systems 

are generally inefficient and need to be reformed. OECD literature gives vague 
references to such difficulties as "the oil shock" (OECD 1994(a)), "sluggish economic 
wowth" (OECD 1994(b)), and "strained budgets" (OECD 1995(b)). 
L 



In this chapter I will explore the political economy frame\vork. methods applied to 

public policy analysis. and the inherent challenges of studying health care policy. I will 

then, using a synthesis of ideas found in the literature, outline the approach applied to this 

research project. 

I. A "New" Pt)litical Emnomy? 

Political economy has gone through many metamorphoses. It is characterized by 

differing ideologies and methodologies and has faded in and out of intellectual fashion. 

Nevertheless, it has consistently approached the study of politics and economics as 

interlinked processes rather than as separate spheres, a feature that continues to 

distinguish it from both "political sciencet1 and "economics" today. Currently, there are 

nvo main approaches to the study of political economy: international political economy 

(intemational analysis) and comparative political economy (national analysis). 

Generally. intemational political economy focuses on the behaviour of states within the 

international system, while comparative political economy seeks to explain the variations 

in national developmental paths (Gamble 1995, 52 1; Smith 1993, 35 1 ). The distinctions 

between the hvo approaches, however, are becoming increasingly blurred as they stan to 

borrow tools and techniques - from each other as well as other sub-disciplines and 

approaches - in order to better explain and predict changes in the world. 

Until quite recently. there were two main alternatives in intemational political 

economy: the "actor-centred approach (incorporating both the neo-realist and liberal 

camps) which argued that the intentions of state actors was the decisive factor in affecting 

outcomes in the global order, and the "structuralist" approach which argued that the 

economic structures of the global capitalist economy were more important. (Gamble. 

52 1 ). Likewise, there were two main alternatives in the comparative political economy 

Framework: the "political culture" approach and the "dependency" approach (Smith. 

3 53 ). The political culture approach largely confined politics to the actor-centred domain 

by focusing on the values, ideology and norms of citizens. Affiliated with modernization 



theory,5 it argued that successll capitalist development would only occur when 

"traditional" values were replaced with "modem" ones (Smith, 553). The dependency 

approach, a critical analysis of modernization theory, took the opposite stance. Domestic 

politics were considered less important than global economic relations. Third World 

"peripheral" states were exploited by "core" western states and multinational firms (354). 

Despite their differences. he approaches within intemational political economy and 

comparative political economy shared some common themes. First, they all had a 

tendency to reductionism (politics was often reduced to economics or vice versa) and 

thereby suffered from varying degrees of determinism. Second. the conception of states 

was that of monolithic entities acting in a world of static structures. Thus these 

frameworks - while perhaps "elegant and parsimonious" - were less than complete as they 

posed a false dichotomy between agency and structure." 

This shortcoming was very obvious by the late 1970s. Neither of the Frameworks 

could explain phenomena observed by scholars. This phenomena included the problems 

governments were having in managing their economies, the fact that some Third World 

countries were becoming "newly industrialized while the majority stayed 

"underdeveloped," and the hndarnental changes that appeared to be taking place in the 

intemational economy (Smith, 353; Gamble, 520). 

As noted by Smith. observations of changes such as these and the lack of suitable 

theories have "stimulated a veritable torrent of research on the relationship between 

politics and economics and between international and national level phenomena" (Smith. 

354). Increasingly, scholars are searching for convergent points between intemational 

and comparative political economy (Gamble, 527; Smith, 369). They are becoming more 

interdisciplinary and are using new concepts to assist in bridging the gap between 

"national" and "intemational" analyses. [n the process they are addressing the false 

- -- 

This theory will be explored in greater detail in later chapters. 
The practical result was that two main frameworks developed - the "politics matters" 

hamework and the "structures mattef' fhrnework and rarely did the twain meet! 



dichotomy benveen structure and agency which has hindered our ability in the past to 

understand the process of change. 

A promising approach in this regard, arising out of the more recent work in 

comparative poiitical economy, is what has been termed by Smith as 

"inductive-historical" analysis.- Smith, comparing it to the "deductive-axiomatic" 

approach. identifies its three main characteristics as follows. First. the main unit of 

analysis is usually at the collective (i.e., classes, international state system) rather than at 

the individual level. Second, while theory precedes data collection and plays a large part 

it is not general and logically deductive but is inductive and historically (place and time) 

specific. Third, data collected is used to develop an interpretation of the phenomena 

being studied as opposed to testing stipulated hypotheses (355). 

Smith warns that there is a danger with theory becoming lost in historical 

complexity when using, this approach (365). While this warning should be heeded. it 

should not be assumed that this approach is less theoretical than the deductive approach. 

Evans. Rueschemeyer, and Skocpol describe the theoretical strengths of 

historical-inductive studies as follows : 

They draw research questions. concepts. and causal 
hypotheses from a variety of existing theoretical debates. 
especially from the juxtaposition of Weberian 
understandings of the state with propositions drawn from 
recent neo-Marxist theories. Then they explore such ideas 
through comparative and historical research. Each 
investigation springs from concern with certain analytical 
problems, and each provides a testing ground for analytical 
orientations or causal hypotheses potentially generalizable 
to other contexts. These studies are therefore highly 
theoretically engaged, even though they invert the normal 
priorities of "grand theorizing." 

Analytical induction [is] employed. . . not only because no 
preexisting grand theory of "the state" seems adequate, but 
also because this method works well in comparative and 

- Historical-inductive analysis is also known as the analytical-inductive approach. 



historical research. Comparisons across countries and time 
periods and an emphasis on historical depth. the tracing out 
of processes over time, are optimal strategies for research 
on states. Obviously, without cross-national comparisons, 
investigations of states, even those with grand theoretical 
pretensions, become mere case descriptions" (1 985,348). 

In other words. although scholars using the inductive-historical approach shun 

"all-encompassing" theories, their works are informed by theory and are often driven in 

the attempt to obtain a more sophisticated understanding of the state. 

Another strength of the inductive-historical approach is its use in establishing 

causal connections (349). Its insistence on historically grounded research provides a 

basis for exploring the larger world historical contexts and the geopolitical and economic 

parameters of states. "Since states are intrinsically Janus-faced, standing at the 

intersections of transnational and domestic processes. their structures. capacities. and 

policies are always influenced by identifiable aspects of the particular world historical 

circumstances in which they exist" (350). 

Scholars assign differing weights of importance to these " Janus- faced elements 

when deriving explanations of state behaviour in formulating public policy and economic 

strategies. In this regard, Smith's classification of research strategies in comparative 

political economy is analytically useful.We identifies three "explanatory types" as 

follows: international-system theories which emphasize the role of transnational actors 

(such as multinational corporations, the International Monetary Fund. capital markets) 

and even the global economy as a whole; society-centered explanations which view the 

state as an arena for group and class-coalitional conflict and where state behaviour and 

policy outcomes are shaped by the relative power of the various groups; and 

state-centered explanations which include theories that focus on state structures as being 

. -- . . . . - - - - - - - - - - - . . - . - - - . --- - -- 

As Smith points out. this classification system is somewhat problematic "since scholars 
in this field tend to think in synthetic, dialectical, and interdisciplinary terms and hence 
would reject being pieson-hoied in this fashion" (355). It thus should be used for 
analytical purposes only when attempting to assign the relative importance of each 
element. 



key determinants in decisions and policies. and others which look at the relative 

autonomy of the state.'; 

In reviewing works which use these different explanatory types within the 

inductive- historical approach, Smith argues that there is a trend to incorporate external 

factors into explanations of domestic politics and that political scientists are "merging 

with the broader comparative political economy movement in the allied disciplines of 

histoty and sociology" (369). He is of the opinion that such a trend holds much promise 

and that cornparativists should next move "upstream" to the intemational level and 

explore how historical phases of world capitalism relate to national patterns.'" He 

suggests that world system and capitalist development approaches be examined. As he 

explains: 

While they have their own weaknesses, these approaches 
signal the importance of systematically approaching the 
nature of international capitalism and specific national 
forms of capitalism. From the perspective of an individual 
state. the global economy is not just a set of "external 
constraints"; it is, rather, a generalized and historically 
specific system of production and exchange. This system is 
also internally differentiated, assuming distinct national 
forms. Comparative political economy. by its emphasis on 
national variations. naturally pays heed to this latter aspect. 
It also needs to relate these variations more systematically 
to the larger context - the forms and phases of world 
economic development (370). 

The concepts and future areas of research that Smith promotes from a comparative 

perspective. dovetail nicely with the ideas of Gamble writing from the international angle. 

Gamble suggests that what is needed is a "global political economy" approach, an 

approach which "provides an organizing framework within which middle-level and micro 

' Defined by Smith as "the state's potential for independent action even in the face of 
powerful social opposition or international constraints" (356). 
lo Smith also thinks that comparativists also need to move "downstream" and give more 
attention to the micro-macro linkages raised by the deductive-axiomatic approach (369). 



theories can be developed to explore the interaction between the inter-state system and 

the world economy"" (523). Such an approach also gives "equal weight to both structure 

and agency rather than concentrating on one to the exclusion of the other" (522). He. too. 

points to the suitability of Wallerstein's world-systems approach, as well as Cox's 

Neo-Grarnscian approach : 

Both seek to define historically the structures which are 
expressed through political agency, rather than assuming 
that structures are fixed . . . Wallerstein places the emphasis 
on economic factors and sees the dynamic behveen 
structure and agency deriving From the tension between the 
global interdependence of the world economy and the 
political fragmentation of the state system. The Gramscian 
analysis stresses the importance of the role of ideas in 
creating a transnational ideological hegemony (522). 

Thus both theories have the potential of overcoming the intellectual deadlock between 

agency and structure. 

Gamble believes that theorizing the global economy in terms of agency and 

structure is a key concern. An important element is to identify which agents and 

structures are most significant. Like comparative political economists. Gamble believes 

that state is a pivotal structure (523). He suggests that Anthony Giddens' "stmcturation 

theory" - in which social systems are analyzed as both the product of the conduct of 

agents and as a set of structures which reproduce the system - can complement many 

theories of the state and thus contribute to a more sophisticated understanding (525).  

Smith suggests that comparative political economy would benefit from an 

incorporation of the forms and phases of world economic development. Gamble thinks 

that some of the most interesting work in political economy is that which integrates ideas 

from both frameworks and suggests using concepts from other disciplines such as 

sociology. In sum, both Smith and Gamble argue that there are important convergent 

Like Smith, Gamble thinks that more effort should be made to include the 
deductive-axiomatic (what he terns as "rational choice" or "public choice") approach. 



points in comparative and international political economy and that these need to be 

explored further with the aim of developing a "new political economy." 

I will now turn to a review of developments in the study of public policy. In this 

review, I will seek to determine if some of the concepts underlying a "new political 

economy" - specifically the historical-inductive approach, the linkage between national 

and international processes, and the role of ideas in sttuctural change - can be effectively 

applied in public policy analysis. 

II. Public Policy & Pt~litical Economy 

Classical political economy was policy-focused. "It was political economy 

because it was about improving government and the conduct of public policy in the light 

of a theory about the way the economy worked." It was also prescriptive. in that it used a 

normative discoune, and scientific because it revolved around theories of the relationship 

between politics and economics (Gamble, 5 18). 

By the latter half of the nineteenth centuly, however, this approach was being 

challenged by a new paradigm, one which "directed attention away from analysing the 

social basis of capitalism towards analysing how choices are made between alternative 

ends in conditions of scarcity" (5  18). A school which argued that economics should be 

studied by the application of analytical and ahistorical tools became a dominant voice. 

Over time, mainstream economics stripped all historical, normative and institutional 

analysis from its theoretical models (5 19). The study of politics and economics became 

increasingly separated into two separate disciplines ("political science" and "economics"). 

although economics was seen as "supplying the basic tool-kit for all the social sciences" 

(5 1 7). The historical. institutional and normative approach of classical political economy 

to the study of policy analysis was thus supplanted by the generally ahistorical 

approaches of economics and political science. 

In one of his essays. Francis Castles describes what such an approach had on the 

study of comparative public policy in the discipline of political science. Up until the 



early 1970s, policy analysis was usually descriptive. Other studies had a tendency to 

over-generalize in an attempt to squeeze countries into development path categories. 

When an historical approach was taken, it was usually over-particularistic and therefore 

not a valuable contribution to theory building (1989,J). 

In the late 1960s and early 1970s, policy analysis started to take a comparative, 

quantitative and statistical turn. International agencies and countries were starting to 

routinely publish the "outputs" and to a lesser extent the "outcomes" of government 

policies. Comparison was mainly quantitative and generally restricted to those areas in 

which quantitative data was available (5). Comparative public policy analysis was seen 

to have virtually the same boundaries as national account statistics. as that was what 

governments regularly produced in a standardized form (8). Moreover. analyses were 

western-biased" and continued to be ahistorical, especially in view of the fact that the 

most quantifiable data was post- 1960 (8). The result was that conceptualizations were 

"shallow and narrow" (9) and explanations were "grossly underdetermined" (6). Scholars 

started to wonder if they were asking the "wrong questions" (6). 

As seen by Castles. the ability to ask the "right questions" starts by "moving 

beyond the self-imposed methodological constraints of an exclusively quantitative 

methodology" (9). An increasing number of scholars started to recognize the benefits of 

taking an historical, qualitative and institutional approach within the general framework 

of political economy to analyze policy. Moreover, the breakdown of the Bretton Woods 

system. and the arguments of "New Right" theorists were also bringing political economy 

back into the policy debate.Vn attacking the established Keynesian order and offeting a 

new alternative for stateieconomy relations, "New Right" theorists were highlighting the 

link between politics and economics (Gamble, 520). 

In fact, Castles describes the programmatic objective of comparative public policy 
analysis as "understanding the main determinants of contemporary public policy 
outcomes in advanced capitalist states" (1). My assumption, therefore, is that policy 
analysis in developing countries comes under the rubric of "development." 
l3 These concepts will be explored in greater detail in upcoming chapters. 



The relationship between public policy analysis and political economy in many 

ways, then, seems to be coming full circie. Nonetheless there are imponant differences 

which are the contributions of such sub-disciplines and approaches as comparative 

politics, international relations and feminist theory. For example, the approach of 

"historical instituti~nalisrn"~~ within comparative politics has generated concepts such as 

"policy paradigms," "the disse~ration of the state," and "policy communities~ne~vorks" 

which are concepts that can be applied to comparative policy analysis and political 

economy. 

At its most general, historical institutionalism can be defined as the study of "the 

whole range of state and societal institutions that shape how political actors define their 

interests and that structure their relations of power to other groups" (Thelen et a1 1992, 2 ) .  

Moreover, as Hall has pointed out, historical institutionalists do not restrict their studies 

to physical institutions but also explore other concepts such as interests and ideas in the 

determination of political outcomes (Hall 1992, 90). Thus this approach not only 

encourages us to view stmctures and institutions as being both a creation of human 

agency and a restraint, but also encourages us to investigate what roles ideas and 

competing interests have in structural continuity and change. 

The concept of a "policy paradigm" - an important contribution of historical 

institutionalism to the analysis of public policy - illustrates how ideas themselves can 

become structural constraints: 

. . . decision-makers are often guided by an overarching set 
of ideas that specify how the problems facing them are to 
be perceived, which goals might be attained through policy 
and what sons of techniques can be used to reach those 
goals. Ideas about each of these matten interlock to form a 
relatively coherent whole that might be described as a 
policy paradigm. Like a gestalt,I5 it structures the very way 

- - - . . - . . - -. . . -. - 

l 4  Arising fiom the general "inductive-historical" approach and also known as "new 
institutionalism." 
I s  A gestalt is a tam used is psychology. According to Webster's it is "any of the 
integrated structures of patterns that make up all experience and have specific properties 





degrees of influence shape policy outcomes over the long run" (Coleman. 25) .  A policy 

network describes the relationships among actors within a policy community (16). 

Coleman and Perl describe the correlation between them as follows: 

Within . . . policy communities acton enter into exchange 
relationships involving the sharing of information, expertise. 
and political support. Some of the participants in these 
exchanges will be state actors, who have access to a very 
particular resource: their decisions are considered binding 
on society and are backed by the possibility of the legitimate 
use of force. The manner in which state actors share this 
resource and the resulting distribution of resources among 
community rnemben create different patterns of 
public-private relationships, or polic>* nentorls (8).  

To date the concepts of policy networks and policy communities have been used 

in comparative public policy to explore horizontal governance structures within states. 

However, Coleman and Perl argue that given the apparent impact of globalization on 

domestic policy-making and the increase of international horizontal governance 

structures. these concepts can be expanded to include "internationalized policy 

environments." environments where "decision-making is taking place at a more 

encompassing level than the nation state" ( 11). Using two criteria - the level of 

politicization and the degree of development of distinct international institutionsl" they 

distinguish four ideal-typical internationalized policy environments: multilevel 

governance (high institutionalization, high politicization); self-regulatory and private 

regimes (high institutionalization, low politicization); intergovernmental negotiations 

(low institutionalization. high politicization); and loose couplings (low 

institutionalization, low politicization) (14-2 1 ). Finally, Per1 and Coleman suggest that a 

-- -- - - - - 

V e r l  and Coleman define politicization as "the degree of direct involvement of 
politicians and senior public officials in coordinating activity." Level of 
institutionalization refers to the degree of development of supranational governing 
arrangements ( 14). 



promising theoretical route to explain policy change in the context of globalization is to 

combine the concepts of policy communities. policy networks and policy paradigms ( 1  3). 

The discipline of international relations has brought yet another interesting "idea" 

concept to the study of public policy, that of "episternic communities."i- According to 

Haas an "epistemic community is a network of professionals with recognized expertise 

and competence in a particular domain and an authoritative claim to policy-relevant 

knowledge within that domain or issue-area." Members of the community share 

normative and principled beliefs. causal beliefs, notions of validity, and a common policy 

enterprise ( 1993.3). Such communities are often transnational and may have tremendous 

influence on state policy-making as explained by Haas: 

A transnational community's ideas may take root in an 
international organization or in various state bodies. after 
which they are diffused to other states via the decision 
makers who have been influenced by the ideas. As a result, 
the community can have a systemic impact. Because of its 
larger diFFusion network, a transnational community's 
influence is likely to be much more sustained and intense 
than that of a national community ( 17). 

However Haas also notes: 

The extent to which state behavior reflects the preferences 
of these networks remains strongly conditioned by the 
distribution of poweris internationally. Thus. the range of 
impact that we might expect of epistemic and 
epistemic-like communities remains conditioned and 
bounded by international and national structural realities 
(7). 

'Per1 and Coleman note that the concept of an epistemic community has certain 
properties in common with what has been described by Sabatier in the policy community 
literature as an "advocacy coalition" (6). 
I s  Haas argues that "control over knowledge and information is an imponant dimension of 
power" (3). See also Foucault ( I  980) and Chilcote (1994). 



To summarize, this concept not only takes a "structurationist" approach by highlighting 

the dynamic between agency and structure. it explicitly recognizes that the uneven power 

distribution in the international system is reflected in the membership and influence of 

epis temic communities themselves. 

A final and important approach which highlights the uneven distribution of power 

is feminist theory. Feminists argue that policy is not gender neutral as it affects women 

and men in differing ways. Moreover, feminists reject the claim that economics is a 

value-free science and have been i n s m e n t a l  in exposing the "male bias" in both 

economic theory and its effects (Bakker 1996, 3 1 ). Analysis of the state and public 

policy are important elements of feminist thought. Indeed, recent feminist theory 

emphasizes how public policy ". . . affects women's material situations, shapes gender 

relationships, structures political conflict and participation, and contributes to the 

fornation and mobilization of specific identities and interests" (Orlff 1993 quoted in 

Brodie 1996. 13). Many feminists now view the state and its institutions not as "reified 

monoliths" but rather as "social constructs" which reflect power relationships and 

historical development (Brodie. 13). Linkages benveen changes in the international 

economy. state restructuring. policy changes. gender relations/identities. and discourse 

are currently being explored. In sum. a feminist approach to public policy analysis 

critiques the assumed neutrality of mainstream economics. public policy and market 

relationships; views the state and its institutions in terms of structured power 

relationships and historical development; and analyzes the linkages between 

restructuring, public policy and gender. 

Policy appraisal was an integral part of classical political economy although a 

paradigmatic shift in the latter half of the nineteenth century effectively divorced 

mainstream public policy analysis From the domain of political economy. Nevertheless. a 

relationship between policy analysis and political economy is developing once more. this 

time with the added benefit of analytical tools From the sub-disciplines and approaches of 

comparative politics, international relations and feminist theory. Accordingly, it appears 

that the concepts underlying a "new political economy" - specifically the 



historic-inductive approach, the linkage between national and international processes, and 

the role of ideas in structural change - are in congruence with contemporary public policy 

analysis. Moreover, these tools provide the means to study not only the concept of 

globalization, but the effect globalization may have on states when formulating their 

domestic policy. 

Having reviewed these tools. I will now turn to a .  examination of the building 

blocks which a comparison of changes to domestic policy - specifically health care policy 

- rest upon. I will outline some challenges, and ideas to overcome these challenges. in 

choosing a comparative research design and method. Then, in section IV I will outline 

the approach taken to this research project, an approach which synthesizes some of the 

ideas and concepts that have been reviewed in this chapter. 

111. international Health Care Poky Conrpari.sons 

Deriving a working definition of health care policy and choosing a research 

design and method are prerequisites to comparison. This is a formidable task as "the 

delivery and finance of healthcare vary between nations more than any other public 

policy" (Poullier 1989, 6 in Moran et a1 1996, 125). While the distinct nature of health 

care makes it a difficult policy to study, Moran and Wood point out that it is precisely 

this characteristic - along with the centrality of the state in the provision of health care - 
that makes it so effective when looking at the concept of globalization. As they put it, 

"[ilf the health arena is penetrated, then something quite Fundamental must be afoot" 

( 125). 

Be that as it may. coming up with a working defmition of health care policy is 

still notoriously dilficult! The reasons for this are numerous. First, there is no one 

accepted definition of what constitutes "health." Definitions of health range fiom "the 

freedom fiom disease" to the World Health Organization's grandiose statement that good 

health is "a state of complete physical, mental and social well-being and not merely the 

absence of disease or infirmity" (Falcone et a1 1994,733-734). Second, factors that 



influence health outcomes are vigorously debated ranging from gender and class, to 

"household characteristics" and "supply and cost of health services." Third., health policy 

has been defined widely, including all those policies which have an explicit as well as an 

implicit bearing on health (ranging from hospital access to regulation of the tobacco 

industxy) to the more narrow definition of "public decisions that seek primarily to affect 

health or the behavior of principal actors - professional and institutional - in their roles in 

the health arena" (733). Fourth, some authors have raised a distinction between health 

poiicy and health care policy. Attempts are sometimes made to differentiate between 

health policy (efforts to improve and promote better health ranging from individualist to 

collectivist approaches) and heaith care policy (efforts to guarantee access to health 

services) while others see these terms to be portmanteau (734). Finally. by what 

yardstick(s) should health care policies be compared'? That is, should they be compared 

in terms of quality of health care'? effectiveness in delivery'? equitable access'? efficient 

use of resources? a combination thereof? or a completely different set of indicators'! 

There is also much debate regarding what type of research design should be 

utilized in comparison. Comparison ranges from quantitatively surveying a large amount 

of cases to systematically analysing a small number of cases (the latter is known as the 

comparative method) (Collier 1993). Scholars who utilize the inductive-historical 

approach consistently use the comparative method while scholars who use quantitative 

techniques prefer to survey a large amount of counties. Comparison can also use a 

"most similar" research design or a "most different" research design. In public policy, a 

"most similar" research design, in which very similar cases are compared (either by way 

of country characteristics andior the public policy under study), is by far the most popular 

approach. Nevertheless it has also been argued that a "most different1' research design (in 

which very diverse cases are compared) is also effective as it not only highlights 

differences but distils common elements (see PI-zeworski 1987; heworski  and Tenune 

1970 in Collier 1993). From a political economy perspective, this design is also very 

effeaive in revealing important relationships and linkages in the global economy. 



Concerns have also been raised in the way most health care policy reforms to date 

have been studied. In his essay "Health System Reforms - Toward a Framework for 

International Comparisons," sociologist Andrew Twaddle summarizes the concerns of a 

working group1'' studying health care reform. He then presents a model developed in 

response to these concems and gives some Funher suggestions. These ideas, he indicates. 

can guide data collection and connibute to the development of comparable infomiation. 

information which is needed before we can understand the global picture of health care 

reforms. 

Health care reforms were perceived by this working group to be a world-wide 

phenomenon and the general concern expressed was that there was not a framework 

available to understand these changes within the larger social context. Specific concems 

of the working group included the apparent emphasis on efficiency over effectiveness and 

equity (637); the dominance of classical economic theory; the lack of alternative 

theoretical perspectives in health care reform (638); and the lack of systematic 

comparisons of nations undergoing health care reform, especially those at different levels 

of socio-economic development (635). Accordingly, the interdisciplinary working group 

offered a model as a means to address these problems. 

The model has three analytical categories: hegemonic systems. national2() 

systems, and national health systems. Hegemonic systems and national systems provide 

the context within which changes to national health systems are studied. Hegemonic 

systems consist of international organizations that set limits and controls on national 

development in both developed and developing countries (638). Examples given in this 

regard include multilateral aid organizations (World Bank, IMF), international economic 

agreements, bilateral international aid, and non-governmental agencies (639). National 

systems refers "to the particular forms of nation states and the peoples within them" 

(639). Features that are considered particularly important include the history and culture 

' 'I The work group studying health reform was from the 13th International Conference on 
Social Science and Mdicirle, 
2D While Twaddle uses the term "national " throughout his article, a more correct usage 
(from a political scientist's point of view) would be "state." 



of the society, the economy. the nature of the welfare system. and the political system 

(639-64 1 ). Within the national health systems themselves the following topics are 

suggested for comparison: public vs. private; general vs. specialized; prevention vs. 

treatment; effectiveness, equity and efficiency; cost and financing. 

Twaddle agrees with the thrust of this model but he thinks it should be expanded 

somewhat. In this regard. he offers four further concepts: trends in medical care (the 

nature of the professional-patient relationship); models for medical care (professional. 

democratic-communal or market); internationalization of economies (structure of the 

world system and development of new transnational economic units); and hegemonic 

projects (medical systems as part of a broadly based agenda led by elites and designed to 

promote a certain kind of capital accumulation regime). 

The suggestions in this article highlight the linkage between a framework 

of political economy and a comparison of national health care policies. First. it is 

explicitly noted that health care reforms need to be looked at within the larger global 

context. Second. a historical and holistic approach towards states is encouraged as it is 

recognized that political. economic and social contexts are relevant to health care 

systems. Third. suggested analytical categories to study health care reform (i.e.. public 

vs. private; equity, effectiveness, efficiency, etc.) can be studied across states. Finally. 

these categories - while comparable - are not treated as ahistorical boxes but are studied 

within the larger political and economic context. This essay. then, provides guidance for 

data collection in studying health care reforms in a historical, inductive and comparable 

way within the larger social and economic context. What it does not do, however, is 

provide the tools for a micro qualitative analysis. Such an analysis, Patricia Lundy 

( 1996) argues, should also be conducted in order to gain a comprehensive understanding 

of health care reform and its consequences. 

Lundy does not deny the applicability of macro political economy approaches to 

studying changes to health care services and standards. She agrees that processes of 

globalization have made such a Framework increasingly relevant. However, she also 

indicates: 



While arguing the merits of a global perspective, I would 
stress that it is also important for researchers to analyse the 
'on the ground' consequences for, and the responses of, 
local populations to broader global processes. Quite often 
political economists ignore micro-level analysis. They fail 
to present an account of life and social action at the grass 
roots level to substantiate their theoretical claims and broad 
generalisations. As Singer. . . has rightly pointed out, we 
should be concerned with synthesizing the macro-level 
understandings of the political economy with the 
micro-level sensitivity and awareness of conventional 
anthropology (3 1 3). 

Thus Lundy is of the view that qualitative micro analysis is needed not only to 

substantiate broad generalizations of political economists but also to "put a human face" 

on the consequences of health care reform. 

She gives other reasons why a qualitative approach is important, especially in 

studying the impacts of structural adjustment on health care. A significant reason is the 

reliability and availability of quantitative data (3 18). In Jamaica, for example, she found 

evidence of inadequate measurements and under reporting of under-five and maternal 

mortality rates. Moreover. social indicators often suffer from a "lagged effect." that is. 

changes in social indicators may lag considerably (up to 20 years it is suggested) behind 

changes to "inputs" (3 1 5). Thus Lundy argues that qualitative research - in the form of 

interviews to examine grass root perceptions and impacts - should also be carried out in 

order to obtain a comprehensive picture of the impacts of structural adjustment upon 

patients and health care providers. Of course, this same logic could also be applied to 

"more developed" countries which are also undergoing health care reform. 

A comparison of changes to domestic health care policy require guidelines for 

data collection and a framework to work within. Guidelines include research design and 

country selection, deriving a working definition of health care policy, and choice of 

comparative indicators. Twaddle recommends that a historical macro political economy 

framework be used, while Lundy argues that a qualitative micro approach should not be 



ignored. The distinctive nature of states' health care policies makes guideline and 

framework selection a challenging but absolutely necessary task. 

Having comprehensively reviewed the concept of political economy, methods 

applied to public policy analysis and concepts particular to the study of health care 

policy, I will now outline the approach taken in this research project. 

I F: Synthesis 

The approach applied in this research project synthesizes some of the ideas and 

concepts that have been reviewed in this chapter. In brief, I employ a theoretical 

framework which is a global political economy-qualitative synthesis. I use the 

comparative method - the systemic analysis of a small number of cases - with the tools of 

historical institutionalists, international relations theorists and feminist scholas. I use a 

"most different" research design in which I have chosen very diverse cases to compare: 

the province of Alberta. Canada; and the country of Ghana. West Ahica. The definition 

of health care policy is a narrow one, focusing on such issues as equity and access, and 

analysing the role. capacity, and autonomy of the state. The collected data is used to 

develop an interpretation of the phenomenon being studied, namely the relationship 

between globalization and domestic health care policy. 

At this point it is useful to recap the objectives of this thesis. First, I seek to 

determine the extent to which states have been compelled to restructure their health rare 

policies in the face of "globalizing" pressures. I also wish to gain an understanding of 

how recent changes to health care policies, which have in large part been justified by 

governments on the basis of "globalization," have affected health care programs and the 

people who utilize them. The approach taken in this research project was chosen on the 

basis of meeting these objectives. It represents an initial and exploratoly attempt to 

bridge the gaps in the literature between political economy and health care reform by 

linking the influences and decisions at the global and state level (the macroipolitical 

economy level) with the consequences of these influences and decisions on health care 



programs (the meso "managerial" level) and to highlight the impact of reforms on patient 

health and service providers (the micro qualitative level). 

The global political economy-qualitative Framework synthesizes various elements 

of the ideas and suggestions of Smith, Gamble, Twaddle and Lundy. In my exploration 

of the concept of "globalization," I start with the premise that the global economy is a 

eeneralized and historically specific system of production and exchange. a system that is - 
internally differentiated and which assumes distinct state forms. I explore the interaction 

between the inter-state system and the world economy to determine whether health care 

policy variations and changes are systematically related to the larger context - the forms 

and phases of world economic development. Particular attention is paid to the roles that 

ideas and competing interests have in structural and policy continuity and change, and the 

relationship between international institutions, policyiepistemic communities. and states. 

I also. however, employ micro qualitative analysis to present an account of life and social 

action at the grass roots level and the consequences of health care refon.  In studying the 

qualitative aspects I incorporate a gender and class perspective: I explore whether 

people's experiences with health care restructuring are neutral or whether they are 

differentiated by class and gender. In synthesizing both rnacm/micro and 

quantitative/qualitative ideas I have derived what I term a "global political 

economy-qualitative framework." 

The province of Alberta and the country of Ghana were chosen as case studies for 

a variety of reasons. The province of Alberta has been the restructuring health care 

"leader" in Canada, and research resources are very accessible. Ghana was one of the 

first countries to undergo smctural adjustment (thus health care policy reform) and the 

World Bank and the International Monetary Fund consider it to be one of the most 

successful cases. In addition, my knowledge of Ghana far exceeds my knowledge of any 

other "underdeveloped country. "Most different" countries were chosen for comparison 

also for a variety of reasons. Comparative public policy analysis is rarely conducted 

between developed and underdeveloped states. The choice of Alberta and Ghana will 

therefore help fill the void - in the area of health care policy at least. More importantly, 



however, state, class, and gender similarities and differences are related systematically to 

the larger political and economic context, revealing important linkages and relationships 

within the global economy. 

There is no doubt that a huge number of factors influence health outcomes and 

that what constitutes "health care policy" should be interpreted widely. Having said that. 

however, a definition of health care policy for this thesis project needs to be focused due 

to time and length considerations. Therefore, as a starting point I use the definition of 

"public decisions that seek primarily to affect health or the behavior of principal actors - 
professional and institutional" - in their roles in the health arena." Using this definition 

as a guideline does not mean that I ignore other, more indirect elements (such as. for 

example, environmental policy), but such elements are not the research focus. Similarly. 

data collection focuses on the main topic comparisons of public vs. private: prevention 

vs. treatment: effectiveness. equity, access and efficiency; and cost and financing: 

although other indicators are not excluded absolutely. Finally, in keeping with the 

inductive-historical approach. health care systems are studied within their historic. 

political and economic contexts. Particular attention is paid to the relationships between 

international institutions. states and ideas, as well as the capacity and autonomy of the 

statejprovince (and health departments within the statuprovince) to formulate health care 

policy. 

In sum. within a global political economy-qualitative framework and using an 

inductive-historical approach I explore the linkage between national and international 

processes, the effect these processes have on domestic health care policy, and the 

consequences of health care reform. In doing so, I also indirectly explore the process of 

change and the relationship between agency and structure. 

I include patients as institutional actors. 



Chapter Three: A Historical View of Globalization 

Globalization is often conceptualized as a phenomenon in and of itself. a 

technologically-driven, unilinear and unstoppable force that is sweeping us into the 2 1 st 

century. Features of globalization - often identified as the transition to the use of 

computerized technology, an increase in the speed and flow of capital. the expansion of 

offshore capital markets, and the withdrawal of the state From reguiatory and social 

welfare Functions2' - are portrayed in this view as the inevirable result of natural 

economic laws. 

I use a more critical approach and, taking the suggestion of Gamble. I study the 

concept and consequences of globalization through the Framework of "global political 

economy." In this regard. I loosely follow the theoretical guidelines of Roben Cox who 

has pioneered what has at various times been referred to as a "world systems" or "critical 

theory" or "neo-Gramscian" approach. It uses a dialectical concept of historical change 

and expands on the Gramscian concept of hegemony.23 Cox argues that it is possible to 

conceive of a hegemonic order on a world scale. He defines a hegemonic world order as 

one in which a "dominant state creates an order based ideologically on a broad measure 

of consent, functioning according to general principles that in fact ensure the continuing 

supremacy of the leading state or states and leading social classes but at the same time 

offer some measure or prospect of satisfaction to the less powerful" (1987, 7). 

Accordingly, this theory looks at the complementary and contradictory 

relationships between classes, states, capital and the larger world economy and how these 

relationships - and their structures - reflect power distribution and propel change. 

Stmctures include ideas (theories and ideologies), institutions (states, markets and 

international organizations) as well as material capacities (productive power and military 
- - - - - - - - 

" Marshall ( 1996) points out that scholars generally agree that these elements are at least 
the most visible effects of globalization (1 95). 

Gramsci did not define hegemony as simply the coercive dominance of a single state 
over other states. Rather, he considered a hegemonic order to be one in which consent, 
rather than coercion, primarily characterized the relations between classes and between 
the state and civil society (Gill 1992, 27 1). 



might). Moreover. it also provides the organizing framework within which more 

middle-level concepts - including policy paradigms and policy communities - can be 

applied. This theory is an eminently suitable framework within which to study the 

complex concept of globalization because it is comprehensive yet flexible. 

Following the guidelines of Cox's theory and using other middle-level concepts. 

in this chapter I trace the roots of the "globalizing" changes we Face today - the transition 

to the use of computerized technology, an increase in the speed and flow of capital. the 

expansion of offshore capital markets, and the withdrawal of the state horn regulatory 

and social welfare functions. The roots 1 found are deep. This historical approach reveals 

the complex interrelationships between classes, states. capital, ideas and the world 

economy. It also starkly reveals that globalization is not a phenomenon in and of itself 

but a result of policy choices that have been made over time by people in positions of 

power in the interests of certain classes and states. 

1. .4 Brief History Re view 

The modem state emerged through the fifteenth and sixteenth centuries in Europe 

and a milieu of states was formed by 1648. The eighteenth century saw a "world order" 

or "system" in place: states were financed by mercantilist measures and were regulated 

through a balance of power mechanism (Cox, I 1 1 ). At this point political boundaries laid 

down by states. such as trade restrictions and national monopolies, constrained the world 

economy ( 107). However, the system engendered its own contradictions. Mercantilist 

restrictions on the market and the opposition to transform land and labour power into 

commodities impeded capital accumulation. The balance of power mechanism and 

mercantilism were challenged by the ideas of secular universalism and political 

economists. Finally, the wars of the French Revolution and Empire acted as a major 

catalyst for change (1 09). A new state and world order emerged through political 

struggle, one based on the liberal principles of political economy and sponsored by the 

most powerful state - Britain. They emerged together "taking shape through the 



establishment of bourgeois hegemony in Britain and of British hegemony in the world 

economy." Cox describes this order as follows: 

The liberal world order, like the liberal state, posited a 
separation of politics from economics, together with a 
fundamental compatibility between them. The free-trading 
world economy was understood to be the condition for the 
wealth of nations; this was the domain of industrial, 
mercantile, and financial operaton. The responsibility of 
the state and the state system was refraining from 
interfering with the operations of these economic agents. 
This was the meaning of "liberal" as attached to the terms 
state or world order. Liberalism had a circumstantial 
connection with political pluralism and parliamentary 
government in the British case. Regimes in other countries 
proved capable of achieving the same balance between 
economy and politics under authoritarian auspices. Both 
were "liberal" in the sense discussed here. 

In the British case, politics, and especially foreign policy. 
remained preeminently the domain of the aristocracy: 
economics was the sphere of the bourgeoisie. Aristocratic 
managers understood that the limits within which they must 
manage were fixed by the conditions necessary for 
bourgeois economic expansion. This shared understanding. 
and the aristocratic-bourgeois division of labor, constituted 
the bourgeois hegemony in Britain, the basis in turn for 
British hegemony in world economy ( 127- 128). 

The h c t i o n s  of the liberal state - which came about through the processes of political 

struggle - included the dismantling of existing obstructions to economic freedom, 

establishing the conditions for free markets (including an unregulated labour market), 

ensuring the soundness of money, creating a specialized and centralized state apparatus to 

maintain tiee market conditions as well as defend the system, and mobilize capital 

( I3 1 - 134). By the 1840s the form and Function of the liberal state was institutionalized in 

BritainL4 and was subsequently emulated by other major powers (1 I I ). 

24 The state was thus autonomous. Cox defines the autonomy of the state as follows: " . . 



In 182 1 the British state returned to the gold standard3 (the Linking of money to 

an intrinsic form of value) and the Bank Act of 1 844 secured the regulatory authority of 

the Bank of England over the financial system. Application of these measures was a clear 

victory of financial capital interests over worker, landholder and industrial capitalist 

interests as "[tlhe return to gold ensured that economic adjustment processes would be 

dictated by the anti-inflationary imperatives of financial capital. . .". (Leyshon 1992. 

253). The "discipline of money" imposed by the gold standard was dictated by a 

"fiactioning logic" in that the costs of economic adjustment were born by those most 

immediately involved in (over) production (253) .20  It was thus criticized as sacrificing 

producers to non-productive groups (Cox. 125). However. the return to the gold standard 

advocated by David Ricardo was not only an important underpinning of liberal doctine 

("ensuring the soundness of money") but was also, he argued. a necessary foundation for 

world trade ( 135). Indeed. the return to the gold standard was an imponant step towards 

the "autonomy" of the world economy in this period. This is because during the last 

quarter of the nineteenth century the application of the gold standard was extended to the 

international arena and used as the model of economic regulation. Cox succinctly 

describes the process by which such an economic regulation mechanism becomes 

separated from its political roots: 

. the state gives a legal-institutional framework for the economic practices of the 
economically dominant class, i.e., the class that sets the pattern for the development of 
production relations. The autonomous state, whether in hegemonic or non-hegemonic 
societies, stands over this class to regulate its activity in a manner consistent with the 
economic project of the class as a whole, not responding to particular interests of 
elements in this class" ( 149). 
25 The British govenunent financed the Napoleonic war by borrowing from private 
interests and institutions (such as the Bank of England) and had suspended application of 
the gold standard (Cox, 125). This action, it was argued, was the direct cause of 
subsequent inflationary conditions (Leyshon, 254). Inflation reduces the wealth of 
creditors but is beneficial to debtors. Those who held the government debt demanded a 
return to the gold standard. 
:"eyshon differentiates between a "fiactioning logic" and a "centralizing logic". A 
"centralizing logic" disburses the costs of adjusment throughout the economy as a whole 
(253). The centralizing logic is associated with the welfare state. 



The political foundations of hegemonic economic order are 
so taken for granted as to be practically ignored. Politicians 
learn to observe the distinction between economics and 
politics in their political practice. This obsenfance sustains 
the economic order by confirming the predictability of its 
rules and practices. The British government, for instance. 
continued to honour its financial obligations to the Russian 
government during the Crimean War. . . The fact rhat the 
separate claims of the economic order were observed 
despite political inconvenience gave the world order a kind 
of autonomy in relation to national interests similar in kind 
to the autonomy of the state in relation to particular 
dominant-class interests ( 1 50). 

In other words, the observance of the rules (rules which are made by, and in the interests 

of, certain states and classes) assists in the perception that a certain mechanism is 

"natural" or the "only alternative" and beyond the messy and unscientific domain of 

politics. Indeed, a favourite argument in support of the intemational gold standard. 

constrained as it was by the "disciplining power of money." was that it imposed an 

economic rationality above politics (Leyshon. 254). Of course the structure of the world 

economy was high!\: political in that it was reflective of British economic and political 

power and biased towards the interests of financial capitalists. It was also anything but 

"natural" as it relied on the full co-operation of a small group of men who dominated 

intemational banking and finance circles (McQuaig 1998, 182). Thus with the 

sponsorship and political support of the most p o w e a  state Britain, the world economy 

achieved a certain level of autonomy. The "laws" of the world economy began to 

constrain state policies, particularly through the working of international finance centered 

in the City of London (Cox, 107). 

One of the more obvious examples in which the world system was biased towards 

both the interests of Britain and its financial capitalists - and to a lesser extent other 

European counnies/capitalists who formed an inner circle of participants in industrial 

growth and trade expansion - was the form economic expansion took on both production 



relations and forms of state in the penetrated areas (Cox, 144- 145). This form of 

economic expansion - imperialism which was rationalized by religious and racial 

supremacy doctrines and often enforced through military might - created the structures 

and consequences of uneven development ( 144, 155). Common themes in colonial state 

formation included the penetration of pre-existing social and economic relations by the 

organization of commodity production for the world market: the introduction of new 

labour regimes; an intensification of labour which in instances included compulsory 

labour or slavery: and the creation of administrative structures and legislation which 

institutionalized social and economic relations both within the colony and with the rest of 

the world (Bernstein et a1 1992). Kanji et al ( 199 1 ) describe the economic and balance of 

power dynamic in colonialism and the specific impact it had on Africa: 

The essential features of the colonid economies have often 
been crudely characterized as being one in which a flow of 
wealth occurred out of the colonies in the interest of the 
colonizing powers with, at the same time. the local colonial 
elite accruing wealth in the process. Although to some 
extent this caricature captures some of the reality, what it 
ignores is that this process occurred in the content of the 
substantial export of finance capital from the metropolis to 
the periphery. Indeed, the very origins of imperialist 
expansion in the latter days of the 19th century was 
strongly motivated by the expon of capital seeking avenues 
for higher levels of prof t. It was this force, combined with 
the competition between national capital in Europe, that led 
to the carving up of Africa into colonies whose borders 
reflected the balance of forces between the different 
imperial powers but had little to do with the nature of 
indigenous social formation in AFrica (986). 

As Kanji et a1 allude, the rush to "carve up Africa" in the latter days of the 

nineteenth century was symptomatic of the changes of balance of power forces and the 

requirements of capital accumulation in the world order. By 1870 the British hegemonic 

order was crumbling. Its dominance in world politics was challenged - most notably by 



the United States and Germany - a challenge which took the form of competition 

capitalism (Cox. 151). This was the commencement of the end of British world 

hegemony and the era of rival imperialisms. By the revival of protectionism but an 

expansionary thrust for markets and colonies,=- states were able to foster domestic 

industrial growth, industrial growth which directly contributed to military-political 

potential (1 53- 154). No less importantly. protectionist measures also provided the means 

to partially deal with "the labor problem." 

In this regard, industrialization and urbanization had Fundamentally transformed 

economic and social organization. Old ties and solidarities were destroyed as people 

moved into urban centres to obtain employment by manufacturers ( 156). 1873 saw the 

beginning of a long depression as the profitability of commodities fell due to 

overproduction: firm after firm fell by the wayside and capital became increasingly 

concentrated and centralized (Sweezy 1994.3). There was thus a strong incentive by 

capitalists to find a way to obtain further profits and growth. Technological innovation ( a  

"second industrial revolution") became the means to achieve both gods: assembly-line 

production2~oompressed labor costs and minimized labor's control in the production 

process. As Cox correctly notes this "was a clear case of technology designed and used 

as an instrument of social struggle - one that greatly strengthened management's power 

over labor and thereby set the stage for a new expansion of investment" ( 160). The 

inherent contradiction in this, however, was that the assembly-line labour process and the 

large population living in urban settings made class political action more feasible and 

threatening to the liberal order ( 156). The mass production innovation of capital changed 

' Of course. this expansionary thrust required financial capital. The Economist notes in 
1995 in an article entitled "Back to the Future": "Capital is certainly more mobile than it 
was two or three decades ago, but by some measures it was just as mobile before the fint 
world war. In relation to the size of economies, net capital flows across borders then 
were much bigger than they are now . . . The international bond market, too, was just as 
active at the start of this century as it is now . . . "(quoted in McQuaig 1998, 24-25). 
Louis Pauly (1997) also notes that global capital markets flourished before 19 14 (6). 
2y This production process is often referred to as either "Taylorism" (after Frederick 
Taylor who first introduced the ideas of "scientific management" and "one best way") or 
Fordism (after Henry Ford who became a symbol of assembly-line production). 



and increased the role of the state in the accumulation process as state leaders 

restructured state-society relations in order to divert explosive class action. This 

restructuring is epitomized by the actions of Germany's Bismarck who sought worker 

support for the military and temtorial aggrandizement in return for state action to 

improve workers' conditions. He "was the first statesman of a major power to use 

effectively the popular force of nationalism to bridge class antagonisms in common 

loyalty to the state and its foreign policy goals. The formula was nationalism. 

protectionism. and welfare" ( 157). Other major countries soon followed suit. The 

tensions and alliances of the intestate system and competitive capitalism culminated in 

World War I and with it a retreat from the intemational gold standard. 

The post-war period saw states implementing an autarchic, nationally-focused and 

instrumental form of economic development (Leyshon, 255). Workers before and after 

the war had fought for better working conditions and benefits and pressed governments to 

adhere to their commitments ( McQuaig 1998, 1 58). Expansionary monetary policies 

were implemented to revive accumulation and repair war-damaged economies (Leyshon. 

255). Financial capitalists. however, did not see these measures as being in their own  

best interests : 

The decade of the 1920s was dominated by an initiative by 
private and central banken throughout the advanced 
industrial world to restore the pre- 19 14 liberal intemational 
monetary and financial order in which they had been so 
prominent. Beginning at intemational monetary 
conferences such as those at Brussels in 1920 and at Genoa 
in 1922, these bankers called for a return to balanced 
budgets, independent central banks, fiee capital 
movements. and above all, the international gold standard. 
This political initiative was led by the two most powerful 
groups of bankers of the post-war world: those in London 
and in New York. Working closely together, they offered 
large loans to governments willing to adopt these policy 
changes (Hellenier 1994,26-27). 



These attempts were associated with the League of Nations which was founded in 

1920 as part of the settlement that ended World War 1. It was the first "nearly universal 

political organization on earth" (Pauly 1997. 133).2'1 Despite not having a clear economic 

and financial mandate. the League oversaw the effort to restore a functioning gold 

standard, a liberal trading system, and open capital markets usually through its Economic 

and Financial Organization ( EFO) ( 133 ). EFO members portrayed themselves as 

"technicians" involved in "technical" problems (46). The underlying aim was to assist 

with the "natural" policy convergence among member states and to assist in financial 

crisis management (59). The League had no financial resources of its own and relied 

mainly on private capital. In its early years it was able to effectively co-ordinate the 

interests of bankers, bond holders and a few heavily indebted states. This co-ordination 

of interests was met within a framework most compatible with the political and economic 

interests of Great Britain ( 133). 

Specifically. the revival of the gold standard would ensure that the City of London 

remained the financial centre of the world. Moreover. it was argued that the gold 

standard was the best way to enforce "discipline" on a demanding population. one which 

was exacting social programs and higher wages (Hall 1989.385) Under the rules of the 

gold standard game, governments could claim (correctly) that these demands would be 

impossible to meet: in order to maintain the value of the currency under such a 

regulatoly order domestic prices and wages needed to be suppressed (McQuaig 1998, 

189). The resulation of the international monetary order was portrayed by the financial 

community (and later by governments) as a complicated economic matter (i.e., not a 

political matter) best left in the capable hands of bankers ( 190). As national economic 

expansion began to tend towards overaccumulation and unions gained in strength, 

industrial capitalists came on side (leyshon, 1 992,255; McQuaig 1998, 1 89). By the 

mid 1920s, the banker-led initiative had succeeded in resurrecting the international gold 

standard and restoring an active circuit of international private lending (Hellenier, 17). 

Of come, it was not completely universal as not all states were members. most notably 
the United States and the Soviet Union. 



The restoration of the international gold standard regulatory order was short-lived. 

Ironically, the insistence on following the rules of the gold standard game led to its 

demise. As Polanyi explains: 

. . . when Great Britain and France reverted to gold, the 
burden on their stabilized exchanges began to tell. 
Eventually. a silent concern for the safety of the pound 
entered into the position of the leading gold country, the 
United States. This preoccupation which spanned the 
Atlantic brought America unexpectedly into the danger 
zone . . . American support of the pound sterling in 1927 
implied low rates of interest in New York in order to avert 
big movements of capital from London to New York. The 
Federal Reserve Board accordingly promised the Bank of 
England to keep its rate low; but presently America herself 
was in need of high rates as her own price system began to 
be perilously inflated (Polanyi 1957, 26 quoted in Leyshon 
1992, 255-256). 

The cost of preventing mass capital flight From Europe to the United States (and thus the 

demise of the gold standard) was a rapid expansion of credit within the United States 

(256). A speculative crisis consequently ensued there in the form of the 1929 stock 

market crash and the financial community frantically attempted to avert an international 

crisis. One way they attempted to do this was by creating an international body - the 

"Bank for International Settlements" (BIS) - which was to facilitate central bank 

co-operation. All efforts failed, however, and by 193 1 there was a complete collapse of 

international capital markets (Hellenier. 27). What would one day be called the Great 

Depression bad arrived. 

This event was important in itself, for the subsequent abandonment of the gold 

standard and because it marked a break with the laissez-faire liberal tradition in financial 

affairs (27). Private and central bankers lost their credibility and the predominance of 

their liberal thought in financial matters ended (28). Economic disaster laid the 

groundwork for increased social struggle and interests in new development models. 

Economic revisionist literature, most notably Keynes's General Theory in 1936, 



burgeoned and states attempted to maintain their national economies in the form of 

protectionism (Cox, 153). These factors all contributed to the Further emergence of what 

Cox has called the "welfare-nationalist" state model. the kernel of which had first 

appeared in the late nineteenth century. In this model "the state supplemented the 

market-sustaining functions of the liberal state with the new functions intended to 

compensate for the negative effects of the market on significant numbers o f  its citizens" 

( 165). With such massive unemployment, the liberal ideology which attributed social 

distress to indolence could no longer be maintained. Unemployment came to be seen as a 

product of impersonal economic processes. Like the crisis of capital accumulation which 

was experienced late in the nineteenth century, this crisis too acted as the impetus for a 

changed and increased role of the state: 

Step by step with the building of the welfare-nationalist- 
state institutions went an increasingly profound knowledge 
of economic and social processes and a search for ways in 
which the state could influence or control these processes. 
The observation that there were regular recurrent cycles in 
economic activity, phases of investment and labor 
absorption followed by phases of stagnation and 
unemployment, led to speculation about the causes of these 
cycles and thus to the identification of remedies through 
which the state could act to moderate or counter these 
cycles. Concern to correct the market's social defects thus 
moved toward a project for regulating the market itself, for 
making the state into the market's tutor while at the same 
time preserving the market's preeminence in the economy 
( 165-1 66). 

Two other state models emerged as identified by Cox. One was the fascist corporative 

state. a distortion of the same development that produced the welfare-nationalis t state 

( 189). It was an authoritarian and a hyper-nationalist framework for the continuation of 

capitalist development where bourgeois hegemony was either absent or had broken down. 

The second model was the redistributive party-commanded state. This model did not 

evolve out of a transformation of the liberal state and (in the beginning at least) was an 



attempted alternative to the capitalist development model (198). Cox argues that because 

the world was still in the era of rival imperialisms and power was dispersed, these various 

forms of state and structures of accumulation were able to emerge and develop (1 10). 

However, in due course the accumulation process stalled as it was restricted to national 

economies and became very apparent in the "beggar-my-neighbor" climate of the 1 930s. 

-4s Cox notes: "[a]ccurnulation could be extended, it seemed, only by imperialistic 

expansion and war, or else. possibly, within a new world hegemony in which national 

economies were once again, as in the mid-nineteenth century, subordinated to a world 

economy in which a world process of accumulation could proceed" ( 189). 

The overtly nationalist tendencies in all three state fonns (pmicularly in the 

fascist variation) as well as the inherent contradictions in the "beggar-my-neiphboi~r" 

accumulation process exacerbated inter-state tensions and eventually culminated in the 

Second World War. 

If. Post- IVorld Mar N Hegemony an J the Brmtton Wuods Institutit~ns 

The United States emerged from World War I1  as the new hegemonic leader. The 

new world order reflected a change in power relations relative to the strength of the 

economies of the major states. The world economy was in disarray and the United States 

took the initiative to construct an "embedded liberalW3'order in which the economies of 

Western Europe. Japan and the less developed countries were all incorporated under the 

"benevolent" hegemony of the United States. The initiative was internationalist in scope: 

it promoted the move from nation-centred economics to internationally co-ordinated 

finance and trade, involving the further transformation of the state and the creation of 

international regulatory institutions. The discrediting of a purely liberal order, the ideas 

of Keynes, the commitment to a capitalist global economy of most of the major states, the 

newr class compromise, and the respective powers of nation states were all reflected in the 

-- 

'"is is John Ruggie's term. While following broadly liberal principles, the use of 
capital controls is acknowledged and endorsed as a means to maintain state control over 
domestic policies. 



creation and utilization of the Bretton Woods institutional structure - the shuchlre that 

was to regulate the economic and political workings of the world. 

The market collapse of 1929-3 1 posed a severe challenge to the policy paradigm 

of liberalism which guided economic management. The gulf between the Great 

Depression and onhodox theory was wide and "had created an appetite for a more 

satisfactory explanation of what was going on in the world . . ." (Salant 1989, 38). 

Keynes's work published in 1936, The General Theor?: broke with classical views and 

advocated countercycIica1 demand management3' in the economy. His ideas - considered 

heretical by orthodox economists - were difhsed and hotly debated amongst economists 

(Hall 1989, 387). Keynes' ideas spread especially rapidly in the United States as a 

number of young instructors and graduate students, especially in Harvard. saw Keynes' 

theory as the tonic for their hunger. As many of these students were recruited into U.S. 

government agencies responsible for fiscal and monetary policies. his ideas got carried 

into the policy process (Salant. 36-40)." Although opinion is divided on whether his 

work had a direct impact on policymaking in the 193Os, it is undisputed that some of his 

domestic intervention ideas were used in the management of war production and were 

found to be effective (Hall 1989. 387). 

Importantly, Keynes' ideas acted as the glue for what came to be known as the 

post-war class compromise in the Western industrialized states. As Ha11 ( 1989) notes: 

Class conflict had appeared in many forms during the 
interwar period, and many observon expected renewed 
conflict after 1945, as the terrible experiences of 
depression, fascism, and war fueled support for militant 
labor organizations and left-wing political parties seeking a 
break with the old order . . . Labor leaders arbwed that the 
only way to secure fdl employment was to nationalize the 
means of production, while the spokesmen for capital 

-- -- 

a Countercyclical demand management is the systematic use of fiscal and monetary 
policy to moderate fluctuations in the economy, including the management of aggregate 
demand and deficit financing (Hall 1989, 7). 
j2 Although as will be seen shortly, the institutional set-up of the United States made their 
influence over policy tenuous. 



insisted that private ownership of production be 
maintained. In the years following the war, however. 
Keynesian ideas seemed to provide a formula for 
compromise. Keynes argued that full employment and 
sustained economic growth could be achieved within a 
capitalist economy through the judicious use of 
macroeconomic management. without any need to interfere 
with the managerial prerogatives of private capital. With 
effective demand management, labor could be guaranteed 
full employment. while capital retained control over 
investment (367). 

Thus, Keynes provided a theory that allowed for a "middle way" benveen nationalization 

of the means of production and the excesses of capitalism. His "kinder, gentler" 

capitalism appeared to be a win-win situation for all concerned and took the wind out of 

the sails of the labor movement. 

Keynes also played a major role in the creation of the international economic 

institutions of the new world order: The International Monetary Fund. the international 

Bank for Reconstruction and Development (more commonly known as the World Bank) 

and an International Trade Organization (a role which was later taken on by the General 

Agreement on Trade and Tariffs). These institutions were as a result of an agreement that 

was made by the Allies in Bretton Woods, New Hampshire in 1944 and thus became 

known as the "Bretton Woods" institutions. The United Nations - the international 

political institution of the new world order - also became known as a Bretton Woods 

institution, although its charter was agreed to at a different time and location. These four 

institutions were to be the regulatory mechanism of the economic and political workings 

of the world. 

The United Nations was to be the organization through which international 

decisions were made and the means by which international political a d  military stability 

was to be maintained. Imbued with idealism, its organizational structure was 

nevertheless based on realism (as defined in international relations). This was especially 

evident in the design of the Security Council: " [allthough the fiction of a 



balance-of-power world was preserved in the designation of five permanent members, 

there is little doubt but that two (the United States and the Soviet Union) were 

determining and the other three (Britain, France and China) presentred] an 

acknowledgement of their historic status" (Cox, 2 1 1). As relations between the Soviet 

Union and the United States became more polarized and the "Cold War" developed. the 

realist underpinnings of the United Nations became noticeably evident and the idealistic 

hopes for peace through the forum of the United Nations dimmed. 

Similarly. the outcome of the conference held at Bretton Woods reflected the 

dominant interests of the United States as perceived by the more internationalist members 

of the United States government and United States capital, and rested on a core group of 

welfare nationalist states (Gill 1992, 272-273) which later came to be known in the Cold 

War context as "First World Only eighteen of the forty-four countries 

present at the conference were what in the future were referred to as "Third World 

countries, and most of these were from Latin Arneri~a:~' Despite rhetoric to the contrary, 

this conference was a First World affair and decisions at Bretton Woods were 

disproportionately in favour of the core group of welfare nationalist states (Hewitt 1992. 

This is not to say. however, that this core group shared completely homogenous 

interests and was in solidarity. There were disagreements between liberal and 

conservative representatives and despite the obvious loss of power and an economy 

destroyed by the war, Britain was reluctant to forego a leadership role (223). Britain and 

the United States therefore had the most visible roles in the conference. and their 

33 This core group would later form the Organisation for Economic Co-operation and 
Development (OECD). The Soviet Union (a "Second World" country) was also invited 
to the Bretton Woods conference, but did not sign the IMF agreement refusing to join an 
organization designed to protect the capitalist monetary system (K6mer et a1 1986, 44). 

Of course, many "developing" countries were still colonies at this point in time. 
j5 Hewitt notes, for example, that representatives &om the developing countries saw 
commodity prices as a key issue. They were unable to reach an agreement with the 
United States which did not want to forego its cheap source of raw materials, and GATT 
did little to improve commodity price stabilization (224). 



conflicting interests are often romanticized as the clash between John Maynard Keynes 

and Henry Dexter White, the respective representatives for Britain and the United States. 

It is m e  that there were conflicts of interest, most notably the differing positions 

on what currency should anchor the new international economic system. Keynes. 

representing a debtor country, proposed that all imbalances in balances of payments 

should be converted into a new international currency. the "bancor." Bancor accounts of 

surplus countries tvould finance balance of payments deficits, thus putting the burden of 

adjustment on both debtor and creditor nations (KBmer et a1 1956,12; Swift 199 I .  52).  

The United States through its representative rejected this plan. Forecasting that the 

United States would in Future have high balance-of-payments surpluses. White proposed 

a plan that not only made the U.S. dollar the pivot and reference currency, but also shi fied 

the burden of adjustment onto deficit countries alone. This plan provided a mechanism to 

grant deficit countries the loans they required to improve their balance of payments so 

that they would not set up trade barriers, but it did so by providing the credit-grantor with 

instruments to force the debtor country into balance-of-payments discipline. The 

credit-grantor was to be a Fund into which all member countries would pay according to a 

quota system. Its loans, restricted by respective national quotas, were to be linked to 

conditions for balance-of-payments oriented policy (Korner et al. 43). The quota was to 

be determined by h e  counuy's relative weight in the world economy (Crockett 1992. 

273). The United States used its power to push through the VSnite plan. Komer et a1 

describe the consequent results: 

The White plan shaped the structure of the IMF 
[International Monetary Fund]. With the foundation by 44 
countries of the IMF and the World Bank - complementary 
organisations, the fonner responsible for short-term balance 
of payments aid, the latter for long-term project-related 
development aid - the USA succeeded in imposing its 
interests on a world economic order based on free trade and 
free enterprise. New states could be effortlessly integrated 
through the Bretton Woods system into the capitalist 
economic system and bound to its principles: without IMF 



membership no admission to the World Bank, without 
conformity to IMF rules no development aid fiom the 
World Bank - a classic example of the carrot and stick 
principle. The power of the industrial countries. 
particularly of the USA could not be endangered by the 
newcomers: a quota system which breaches the 'one 
counay - one vote' system otherwise common in W 
oqanisations guarantee[d] the USA dominant influence in 
both organisations (13).16 

Moreover, by making the U.S. dollar the reference currency. the United States 

became "banker to the Western world with the right to print and spend the principal 

currency" (Swift. 52). Only the dollar was linked directly to gold with all other 

currencies linked indirectly to it through fixed but adjustable international exchange rates 

(known as the par value system). As Leyshon (1992) points out this arrangement "meant 

that the United States. unlike other members of the new regulatoty order. was liberated 

fiom the disciplinary power of money because balance-of-payments difficulties could be 

countered simply through an expansion of credit" (257). While it was argued by the 

United States that this system would provide stability and thus promote international 

trade, the dual role of the United States dollar as both a national and international 

currency was an inherently destabilizing element. 

It is thus obvious that there were noticeable and important differences benveen 

White and Keynes. differences that ultimately reflected balance of power considerations. 

But on another very important matter - one based more on theoretical capitalist 

economics and less on international power politics - they shared a common objective. one 

that was an historic pillar of the Bretton Woods order but has often been overlooked. The 

recent work of political scientist Eric Hellenier highlights this imponant yet overlooked 

goal: the desire of both Keynes and White for international capital controls. 

'" The quota system - determined by the country's relative weight in the world economy - 
continues to guarantee U.S. dominant influence. In 1992, for example, the United States 
held 18.2 percent of the total quota in the IMF, and second-in-rank Japan only held 5.6 
percent. Canada ranked at eight held 3.0 percent. The five members with the largest 
quotas (United States. Japan, Germany, France, United Kingdom in 1992) have an 
automatic right to an appointed director (Crockett 1992,274- 1 75). 



Both White and Keynes wanted to preserve the national economic planning 

measures that had been developed in the 1930s. They argued that disruptive international 

movements of non-productive capital" :would impede the ability of the state to implement 

national accumulation strategies. White argued that capital flows should not be permitted 

to "operate against what the government deemed to be the interests of any country." even 

if this involved restricting "the property rights of the 5 or 10 percent of persons in foreign 

countries who have enough wealth or income to keep or invest some of it abroad" (quoted 

in Hellenier, 35); Keynes it appears wanted to eliminate the class of bankers and 

financiers altogether by calling for the "euthanasia of the rentier!" (Leyshon. 259). The 

feeling of extreme aversion towards this class was shared amongst the majority of 

attendees at the Bretton Woods Conference as a resolution was passed calling for the 

liquidation of the BIS "at the earliest possible moment"" (53) .  The second reason both 

White and Keynes supported capital controls was that both men believed that there could 

not be a liberal financial order and a liberal trading order at the same time: capital 

controls facilitated trade while the 1920s type of instability was the result of free-flowing 

non-productive capital. A 1944 League of Nations repon also represented a growing 

consensus among economists of their generation that capital connols were needed for a 

stable exchange rate system (Hellenier, 36). Priority was to be given to the means to 

achieve national policy autonomy rather than meeting the short-term interests of 

financial capitalists. 

Domestic industrial capitalists - especially those in capital intensive. 

high-technology sectors - threw their suppon behind the idea of capital controls (44). 

Industrialists were dependent for their profits on economic growth. consumer markets and 

trade. However, financiers - especially in New York - bitterly opposed the idea of capital 

j" Meaning speculative capital flows. "Productive" flows included investment in 
development and capital that flowed from countries with a surplus on their capital 
accounts to those with deficits (Hellenier, 36). 
" Of course, this resolution was bitterly opposed by bankers as they wanted to maintain 
their bastion of orthodox thinking and take their pre-war central place in international 
finance. 



controls on both ideological and self-interested grounds. Their vehement opposition to 

capital controls, however, was not shared by London bankers. While British financiers 

shared the same philosophical orientation as their New York brethren. capital controls 

would also allow the British to retain their protective sterling area which they had 

developed after they dropped the gold standard in the 1930s. Within this protected 

trading block London would maintain its financial dominance. As the Bank of England 

wanted to restore London as a monetary center, London banken also gave their support 

to capital controls (45). Despite the aversion that it appears many state representatives 

had at the Bretton Woods Conference for the New York bankers, their power was still 

considerable. Lobbying strongly against compulsory co-operative capital controls - the 

obligation of states to increase the effectiveness of their capital controls by co-operating 

in the enforcement of each other's regulations - their efforts paid off. The final agreement 

provided for co-operative capital controls but did not make them compulsory (18). 

The New York bankers soon thereafter did not have to limit their actions to 

behind the scenes. The death of Roosevelt and the subsequent change of administration 

in the U.S. government ushered orthodox bankers into prominent positions in the making 

of foreign economic policy (especially within the Treasury Department) ( 5 2 ) .  This 

change reveals that the U.S. political institutional structure that allowed for the expedient 

difhsion of Keynesian ideas also made such influence tenuous (Weir 1989). It  also 

displays the kind of far-reaching consequences the domestic politics of a hegemon can 

have. In this regard. the orthodox bankers made four significant decisions. First, they 

almost immediately cut off aid to Britain and offered another loan with the condition that 

Britain agree to restore convertibility between the pound and the dollar within eighteen 

months. Second, they attempted to make the IMF and the World Bank even more 

conservative by stacking them with orthodox American and European bankers (52). 

Third, they refused to enforce the Bretton Woods resolution to dissolve the Bank for 

International Settlements at the "earliest possible moment." Fourth, they would not 

enforce controls on inflows of West European capital during the European economic 

crisis of 1947 (capital was "fleeing" European economic and political instability towards 



the stable United States financial system) which of course prolonged the period of 

economic recovery (54). 

The attempt to restore an onhodox economic order failed completely by mid 

1947. [n pursuing their short-term interests at that time the bankers sabotaged their 

long-term goal of restoring confidence in the international monetary system and building 

a more open financial order (57). However. the stacking of the IMF and the World Bank 

with orthodox liberals and the support of the BIS institutionalized the bankers1 position. 

Moreover a prominent European, Per Jacobsson, encouraged the return to orthodox 

economic thinking. He was chief economic advisor to the %IS from 1936-1 95 1 and often 

acted as a consultant to West European governments. The rise of an international 

intellectual movement further ensured that disciplinary monetaq ideas would be 

circulated and promoted. Here Hellenier describes the origin and composition of this 

international community: 

In April 1947. at the height of the uncertainties in Western 
Europe. Hayek3'' organized the first meeting of what came 
to be called the Mont Peierin Society. It brought together 
neoliberal thinkers and political figures from the countries 
of Western Europe (as well as many Americans such as 
Milton Friedman) in a kind of transnational private forum 
that. as Friedman later put it, served as a "rallying point" 
for the neoliberal cause. After its initial success, it 
continued to promote neoliberal ideas and met almost every 
year in different countries under Hayek's leadership; 
important individuals such as Einuadi [the Italian central 
bank governor] and Erhard [Germany's economic minister] 
were members (66). 

Thus while in this post-war period orthodox economics was largely discredited, 

intellectuals ensured that their ideas did not die, promoted them at every turn, and looked 

for opportunities to implement them. 

'') Friedrich Von Hayek, an economist and scholar, was an advocate of laissez-faire 
economics and won (together with Gunnar Myrdal ) the 1971 Nobel prize in economics. 
His thought strongly influenced Milton Friedman (an economist most well-known for his 
work on monetarism), as well as advisors to Margaret Thatcher and Ronald Reagan. 



Nevertheless, after 1947 the United States government in the main pursued an 

"embedded liberal" rather than a "liberal" order in that it acknowledged - and even 

endorsed - the use of capital controls abroad in order to maintain policy autonomy. The 

United States refused to implement its own official capital controls,x1 but it has been 

recently argued that the main objective of the Marshall Plan - traditionally seen as an 

infusion of badly needed funds to rebuild the Western European economy - was in fact 

to provide the necessaq financing to resolve the European balance of payments crisis. a 

crisis in part engendered by European capital flight to U.S. banks! As Hellenier puts it. 

"Marshall Plan aid was important more broadly in that it established a new mechanism 

for handling speculative capital flows that was politically more acceptable to the makers 

of U.S. foreign economic policy than the two mechanisms proposed by Keynes and 

White at Bretton Woods" (58). United States taupayers. rather than wealthy Europeans. 

were the main contributors to Europe's reconstruction. 

Finally, there was one more political reason that the United States chose the 

embedded liberal route and this needs to be seen in the context of the Cold War. Those 

formulating United States strategic goals wanted to keep their Japanese and Western 

European allies happy and thus promoted policies that encouraged economic growth and 

political stability. There was the concern that if liberalizing measures were pushed too 

far, they would alienate these key United States allies (76). 

In sum. the Bretton Woods system was the institutionalization of the uneven 

power distribution both within states and the international system. It arose from 

protracted class struggles and within the context of overwhelming American dominancy. 

The war and the depression had discredited the liberal policy paradigm; Keynes' ideas 

appeared to not only provide more answers to more questions, but also seemed to deliver 

a formula for a win-win stable class compromise within the capitalist mode of 

production. The institutions of Bretton Woods, however, like all institutions that are 

- - - - - - - -- - - 

The Treasury Department was still a centre of more orthodox thinking and supported 
the bankers' position that foreigners concealed assets should not be forcibly repatriated. 
(59) 



created by political agency, were not fixed. There were contradictions within the system 

as well as developments which foreshadowed structural and ideological challenges. 

First in this regard, was the critical contradiction of the United States' position: it 

was both competitor and referee. Second, the needs of less developed countries - when 

they were considered at all - were not viewed within their historical contexts and were 

thus seen to be the same as those of developed countries. Third. the role of the U S .  

dollar as both national and international currency was inherently destabilizing. Fourth. 

there are limits of a national accumulation strategy within an increasingly liberalized 

trade environment. Fifih. the refusal of the United States to implement capital controls at 

its end revealed how ineffective non-compulsoly co-operative capital controls were. 

Sixth, the stacking of the IMF and the World Bank with orthodox liberals. the decision to 

preserve the BIS, and the creation of a neo-liberal movement institutionalized the 

banken' position and ensured that orthodox economic ideas would not die. 

I l l .  The Breakdown d t h e  Bretton W t ~ o h  Order and the Aclvent of "Globalization " 

On the surface the Bretton Woods system appeared to be a stable structure that 

was creating wealth and a higher standard of living around the world. Indeed, the 1950s 

and 1960s are now referred to as the "Golden Years of Capitalism." Nevertheless. the 

Bretton Woods system was anything but stable, riddled as it was with contradictions and 

competing interests. Here the structural and ideological dialectics that led to the 

breakdown of the Bretton Woods system and created the conditions that are now 

sweepingly referred to as "globalization" are traced. 

Afler World War 11, most colonizing counmes found they no longer had the 

resources to administer their colonies. Local authority figures were turning against their 

colonizers and there was a rapid rise of nationalist movements. Colonial administrators 

could no longer rely on the local use of force. Finally, world public opinion was turning 

against the idea of colonialism and the United States was urging colonizers to open up 

closed colonial economies (Potter 1992,2 17). By the late 1960s, many previously 

colonized territories had become politically independent. 



However. political sovereignty did not equal economic sovereignty. The 

relationship between the economies of these countries (the peripheq) and the economies 

of developed countries (the core) remained fundamentally the same. Specifically, 

commodity prices, currency values, and exchange rates were largely under the control of 

core countries and financial capital. Moreover, these peripheral counties wanted access 

to capital - that was largely available only through external loans - for the purposes of 

"development." As early as 1949 United States President Hany Truman had described 

colonized countries as "underdeveloped." Defining countries in this way provided the 

justification for both capitalist penetration in the form of "investment" and United States 

military intervention in the context of the Cold War (Parmar 1995). 

One shared goal of post-war restructuring therefore was to "develop" the south. 

Development was seen by mainstream economists and political scientists as a unilinear 

process in which "traditional" societies transformed themselves through "growth" and a 

"change of vaiues" into "modem" ones (or the United States of the 1950s). This view of 

development, which came to be known as modernization theory, argued that the one path 

to growth was industrialization. If previously colonized countries rapidly industrialized 

they could catch up to modern countries and increase their gross national product. Once a 

certain stage was reached benefits would "trickle down" to the population at large and 

standards of living would increase (Hewin, 775). While local elites invested some of the 

required capital, the majority came from the external sources of private direct investment 

and foreign government loans. Through "investment" foreign governments were able to 

find a home for their expon surplus and multinational companies were able to gain a 

foothold in developing countries' infant markets (Kanji et al, 987). 

Thus most of the start-up capital for development came directly from private 

sources and governments and not through the international monetary organizations the 

IMF and the World Bank. There are two significant reasons for this. As indicated, most 

developing countries in the beginning had no problem in attracting foreign investment 

directly from either countries or multinational companies. Second, the international 

monetary organizations were essentially created to meet the needs of developed, not 



developing, counmes. In the early post-war period, most World Bank loans went to 

European states in order to reconstruct industries damaged or destroyed during the war. 

The loans that were made to developing countries were to fund projects of basic 

economic infrastructure, such as roads and electricity. The view was that projects such as 

these, along with financial stability and encouragement of private investment. would 

"trigger" development ( i  .e.. growth). The World Bank. relying on the funding of U.S. 

investors, was "remarkably conservative" and not only eschewed any form of "risky" 

investment but social service investment as well (Ayres 1983, 1-31. The IMF considered 

development to be a relatively unimportant issue and in any event out of its mandate. For 

the most part the needs of developed. not less developed. countries were its focus. Bird 

( 1982) points out that "between 1947 and 1949 Western Europe accounted for 

three-quarters of total drawing From the IMF and LDCs [less developed countries] for 

well under a quarter, and this at a time when the problem of post-war reconsmction in 

Europe was being met through Marshall Aid, the conditions of which precluded the use 

of IMF resources for anyrhing other than 'exceptional and unforeseen circumstances."' 

Nevertheless, he also notes that "in a comparative sense, the IMF in the 1950s was more 

actively involved with the formulation of policy in LDCs than it was with policy in 

developed countries" ( 1 5 ) .  

With respect to the "formulation of policy" - or to be more precise conditions 

attached to loans - the IMF had not been given the explicit power to attach conditions to 

loans. However, the United States in the 1950s used its veto power to ensure that large 

loans were only granted on a conditional basis. This conditional loan practice was 

targeted mainly towards developing countries (Webb 1995, 123). The IMF revealed its 

highly politicized nature and its double standard toward developing countries very early 

on in its history. 

By the 1960s, developing countries had another means of obtaining capital. 

Although the Bretton Woods structure had been created in part to give states the ability to 

exert some measure of control over capital flows, financiers - with the support of the nvo 



strongest states Britain and the U.S. - were able to create a "stateless" market. the 

Euromarket. 

The Euromarket was the brainchild of London's international bankers in the late 

1950s. At that time, the British government was attempting to achieve pound 

convertibility. Its actions, however, triggered a wave of capital flight. In raising interest 

rates and cutting spending to counter this flight. the government faced intense domestic 

opposition to the ensuing austerity measures. In response to the intense opposition it 

imposed new capital controls in order to maintain its voter support. London bankers 

looking for a way around these controls came up with the idea of offering dollar loans 

against their dollar deposits of overseas residents. By offering dollar loans the London 

financiers were able to circumvent British capital controls and preserve their international 

business. The British government did not attempt to regulate this action - indeed it gave 

the Euromarket its full blessing. This is because the British government considered the 

Euromarket to be the "solution to the problem of how to reconcile the goal of restoring 

London's international position with the Keynesian welfare state and Britain's 

deteriorating economic position" (Hellenier, SJ)." 

The United States threw its suppon behind the Euromarket concept for nvo 

reasons. In the early 1960s when the Kennedy administration also faced a problem of 

capital flight, rather than making domestic or military cuts or imposing direct capital 

controls, the U.S. administration created the interest Eq~ralizatioion T a y  to discourage 

outflows of U.S. capital. However, it allowed the financial community and multinational 

corporations to continue to cany on foreign business without the same type of controls. 

that is, they were able to gain access to the Euromarket (84-89). Hellenier notes that this 

alliance between industrialists and bankers was one with long-term ramifications as "it 

signaled the beginning of the unraveling of the domestic coalition that had supported the 

Brenon Woods restrictive financial order and the emergence of a new one supportive of a 

Many scholars, including Leyshon (1 992) and Evans ( 1985), argue that the desire of 
London bankers to restore London as the financial centre of the worid should not be 
underestimated as a major reason they embarked on the Euromarket scheme. 



more liberal approach" (100). The second main reason the United States gave its suppon 

to an offshore market was that the Euromarket provided the means of convincing 

foreigners to hold on to their dollars as the lack of regulation in the Euromarket allowed 

dollar holdings to receive higher rates of interest than in the United States or Europe (90). 

In this regard, by the late 1960s the American dollar had lost some of its appeal due to the 

high deficit the United States had accumulated in consolidating and exening its 

hegemony by financing the Marshall Planc and ndndiny extensive military actions abroad 

(Cox, 2 16). Wanting to maintain domestic support, the United States government was 

unwilling to make the adjustments necessary to bring down the deficit (i.e.. liquidate 

assets, increase taues) and encouraged foreigners to finance it. The United States used its 

position as banker of the worlds money to give itself unlimited credit: as long as private 

investors and foreign governments would buy, keep andior loan back American dollars 

the United States printed them. Foreign governments were also "persuaded" by the 

United States government - in the context of the bipolar structure of security relations - 
not to convert their U.S. dollars into gold (Webb. 147). Thus while the United States 

government saw the Euromarket as a means to maintain domestic suppon and military 

expenditures and satisfy financial and multinational corporation interests. its participation 

in the Euromarket - as well as its role as leader of the anti-Soviet alliance - allowed the 

U.S. public debt to become a world debt as an increasing proportion of it was held by 

foreign governments and foreibg private investors (Cox, 21 7). It also, as Cox points out. 

made "the holders of debt increasingly dependent on the system that generated it" (177). 

Nevertheless. most bank officials and economists argued in the 1960s that the 

Euromarket would have little impact on national macroeconomic conditions and policy 

planning (Webb, 17). 

Bank officials in the early post-war years continued to have an influence in 

government planning as did an increasing number of professional economists. American 

universities, in particular, churned out students with graduate economic degrees at an 

Of course, the Marshall Plan encouraged the global expansion (especially into Europe) 
of U.S. based multinational corporations. 



impressive rate after World War 11 (Barber 1997, 14). Indeed, the "center of ~ ~ a v i t y  in 

the world community of economists" was considered to be the United States ( 12). 

Although Keynesian ideas were popular at this time, the appointment of such scholars as 

Milton Friedman to the University of Chicago (1 5) and elites such as Per Jacobsson to the 

position of managing director at the IMF (Hellenier, 96) ensured that neo-liberal ideas 

would continue to be studied and disseminated. Graduate economists not only found jobs 

in universities and government administration but also in intemational monetary 

institutions such as the IMF and the World Bank. Indeed, the initial staff of the IMF 

consisted mainly of economists (Poiak 1997.2 15). Both the IMF and the World Bank 

shared as an objective the creation and dissemination of economic knowledge (Polak; de 

Vries 1997) but in "the early postwar years, the IMF stands out as the international 

organization that made the most noticeable contributions not only to the dissemination of 

existing ideas, but also to the development of new economic thinking, making it  a major 

actor in the internationalization of economics" (Polak, 21 2). The IMF researched and 

published reports. conducted training courses for officials From member countries. made 

annual "consultation" visits to member countries, and negotiated standby agreements 

(2  16-2 17). Over the years. the communications regarding economic policy between 

countries and the IMF culminated in a "certain parallelism in economic thinking" and was 

an important factor in the emergence of the "Washington Consen~us"'~ in the 1980s 

(2  17). 

The Bretton Woods system was "rules-based" in that countries agreed to a set of 

rules based on fixed, but adjustable internationd exchange rates; countries (theoretically 

at least) had the ability to set their own domestic policies within this framework. The 

main roles of the IMF at this time were to assist members with balance of payment 

difficulties and to ensure that they observed exchange rate rules. The IMF concerned 

itself with stabilization through macroeconomic (aggregate demand) management, while 

" The apparent convergence of economists and government officials to the acceptance of, 
and adherence to, neoliberal economics. The "Washington Consensus" will be explored 
in greater detail later in this chapter. 



the focus of the World Bank was on development through microeconomic (aggregate 

supply) management (Guitiin 1992, 13). The Bank would "initiate or continue lending 

only where it was satisfied with the country's economic policies and the use it made of 

resources" (de Vries, 226 j. Through these coaditionality means the IMF and World Bank 

played large surveillance roles. Nevertheless by the early 1960s, they were but two 

members of a larger multilateral sweillance network. 

In 196 1 the Organization for European Economic Co-operation (OEEC) became 

the Organization for Economic Co-operation and Development (OECD)." with an 

objective to "build strong economies in its member countries. improve efficiency. hone 

market systems, expand Free trade and contribute to development in indusnialised as well 

as developing countries" (OECD 1999). It defines itself as "a global intergovernmental 

economic organisation that promotes and relies on dialogue and peer pressure between 

public officials to improve public policy through international co-operation" (OECD 

1998. 3). The BIS. having namowiy survived its attempted abolishment in the 1940s. was 

joined in the 1960s by representatives by the United States Federal Reserve Board, and 

the Bank of Canada and the Bank of Japan were granted observer statusa5 (Hellenier, 97). 

This swell in the rnembership~observer ranks of the BIS helped revive the "pre- 193 1 

tradition of transatlantic central bank co-operation" that had been substantially weakened 

by the mid 1930s (97). There is no doubt that at this point in the BIS history it had 

reached the status of what Per1 and Coleman refer to as "private regime" in 

internationalized policy making (20). It was tightly integrated, its members controlled 

tughly specialized knowledge, and states were giving it a key role in policy formation. 

By 1 964 the Group of Ten (G- 10)" were working towards a formal multilateral 

surveillance procedure explained here by Webb: 
- -- 

Original member countries of the OECD were Austria, Belgium. Canada, Denmark. 
France, Germany, Greece. Iceland, Ireland, Italy, Luxembourg, the Netherlands. Noway. 
Portugal, Spain, Sweden, Switzerland, Turkey, the United Kingdom, and the United 
States. At present it has 29 member countries (OECD t 999). 
45 The Bank of Canada and the Bank of Japan were made full members in the 1970s (97, 
Hellenier). 
JWellenier identifies the G-I0 members to be the United States, Canada, Japan, the 



States would supply the BIS with extensive statistical data 
on their payments positions and their methods of financing 
surpluses and deficits. The BIS, in turn, would 
confidentially supply the data to Group of Ten members. 
This data would provide the basis for detailed consultations 
in Working Party Three [a committee restricted to G- I0 
members of the OECD] . . . By 1966, Working Party Three 
had instituted an early warning system to identi@ emerging 
payments imbalances. States were requested ro supply 
detailed and timely data on both trends in various external 
accounts and developments in internal conditions and 
policies. A collective evaluation followed with a goal of 
recommending appropriate policies (including monetary 
and fiscal) to be pursued by various countries ( 128). 

This network for negotiated policy co-ordination was an attempt to develop and establish 

guidelines to promote external equilibrium, accelerate economic growth and co-ordinate 

price and incomes policies (1 3 1 ). Despite all the time and effort put into creating this 

procedure, Webb is skeptical of its effectiveness. This is because, he indicates. states 

were unwilling to give up policy autonomy and thus would not give the OECD the power 

to co-ordinate national policies (Webb 133). It appears that states also attempted to 

maintain policy autonomy by obtaining offsetting financing. 

Offsetting financing is the provision of funds to offset capital movements - a 

means to make capital controls more effective without having to reson to trade restricting 

policies (Hellenier, 96). That states were wanting to obtain such financing Hellenier 

argues, shows their desire to preserve their policy autonomy in the face of 

disequilibrating speculative capital outflows. The first to provide such financing was the 

IMF in 196 1, spearheaded by Per Jacobsson. Ironically, Jacobsson favoured such 

financing "not only because it would prevent the use of trade restrictions but because it 

would reduce the need for capital controls and thus facilitate creation of a more liberal 

international financial system" (Hellenier, 96). In sum, while states wanted this financing 

in an effort to strengthen their capital controls in the shon run, Jacobsson viewed the 
- - 

Federal Republic of Germany, France, Italy, the United Kingdom, Sweden, the 
Netherlands. and Belgium (98). 



provision of such financing as a means to weaken capital controls in the long run.'- As 

the IMF's bureaucratic structure made the provision of quick financing difficult. the BIS 

soon stepped in. By 1 965 agreement networks were made between eleven central banks 

to organize short-term credits and swaps to provide states with offsetting financing. 

Hellenier argues that both of these networks were important: 

. . . not only because they counteracted speculative 
pressures but also because they encouraged the building of 
closer international linkages between financial officials in 
finance ministries, central banks, and international 
organizations such as the OECD, IMF. the World Bank. 
and the BIS - mainly officials from the G-10 countries . . . 
Moreover. such linkages encouraged a rekindling of the 
financial internationalism that had characterized the period 
before 193 1 but was largely nonexistent during the early 
postwar years. 

Hellenier gives the foilowing portions of Paul Volcker's recollections to 

substantiate his argument: 

Paul Volcker notes that in the 1940s and 1950s. the U.S. 
government "did not have many people with experience 
and expertise in international finance . . . few [policy 
officials] knew foreign financial officials at all well." The 
meetings held in the 1960s, however, created "hiendships 
of an enduring nature" among key financial policymakers 
in the G- 10 countries and led to a common "sense of 
mission and camaraderie among the regulars." Volcker 
recalls that in the OECD Working Party Three, for 
example, financial officials came to see themselves as 
"canying a very special and important, if arcane, 
responsibility to protect the stability of the international 
monetary system. Like high priests, or perhaps stateless 
princes, they were schooled in arts with which few were 
familiar, arts that required both a certain amount of secrecy 
and mutual confidence." Moreover, he notes that they "had 
an unusual sense of commitment and common purpose, and 

" Of course, in the long run, the provision of this financing weakened capital controls. 



they built up a reserve of mutual trust that paid off later in 
an ability to reach quick decisions" (98-99). 

Even Webb, who is skeptical of the direct impact the multilateral surveillance process had 

in the 1960s. concedes that it may have served an "information-sharing function" as "such 

sharing among high-level officials could improve national decision making because 

well-informed states could avoid policy choices that were incompatible with the known 

objectives and policies of other states" (130). In other words, while the direct impact of 

these nenvorks in the 1960s may be in dispute, the indirect influence of 

"information-sharing" in order to create more compatible national policies (at the vely 

least) is not. Thus, officials in G-10 govemments and from the IMF, World Bank and 

OECD together formed a "multigovernance" policy environment, "an arrangement where 

there is significant institutional development at both national and supranational levels. 

and where politicians, bureaucrats, and civil society actors engage in a multitude of 

cooperative working arrangements that cross levels" (Coleman and Perl, 15). 

Although governments in the 1960s may have been making efforts to maintain 

policy autonomy in an effort to meet the political demands of their citizens, the unilateral 

actions of Britain and especially the United States were in fact weakening such 

autonomy. Moreover, while on the surface there appeared to be a commitment to 

Keynesianism and capital controls, neo-liberal ideas continued to percolate and capital 

controls were slowly being chipped away. Per Jacobsson was not the only high-ranking 

official who promoted neo-liberalism and worked to minimize capital controls. The 

OECD, for example, created its "Code of Liberalization of Capital Movements" in 196 1 .  

This code, while quite qualified, reflected "the continuing efforts of financial officials in 

the OECD to promote financial liberalization in some tangible way" and was an example 

of "the neo liberal orientation of many financial officials in international organizations" 

(Hellenier, 95). While it appears that governments as a whole in most capitalist states 

were supportive of Keynesianism and capital controls, key officials in their own 

governments and international organizations were not. 



At its most general, Keynesian policy is state economic intervention based on a 

macroeconomic model that promotes mass production of goods and increases demand by 

linking, increases in productivity to increases in wages within a relatively closed 

economy. Keynesian activities include state intervention in such areas as control of the 

money supply, social legislation which protects the society's vulnerable but also 

stimulates and encourages norms of mass consumption. and investment in infrastructure 

and labour (Lipietz 1992, 7). The costs of economic adjustment are disbursed throughout 

the economy and are not imposed on one specific segment of society (i-e.. a "centralizing 

logic" as opposed to the "fiactioning logic" that was imposed under the international gold 

standard).'V4s earlier indicated, many of Keynes's ideas acted as the glue for what came 

to be known as the post-war class compromise in the Western industrialized states as they 

linked together the interests of both capital and labour. By the late 1960s, however. there 

were signs that this consensus was beginning to crack. 

Workers. long alienated from their labour and wanting higher wages. started to 

show their discontent by snike action which resulted in decreased productivity (Lipietz. 

15). As an imponant objective of the Bretton Woods order had been to liberalize trade, 

trade barriers after World War 11 had been gradually lowered and trade had expanded. 

Accordingly, by the late 1960s capitalist management "was caught in a profit squeeze 

between labor on the one side keeping wages high and foreign competitors on the other 

holding prices down" (Cox. 280). Management turned to capital-intensive technology (as 

they had 100 years earlier) for increased efficiency and productivity and started to replace 

"established workers with more "flexible," "semi-skilled" and "nonestablished" workers. 

The United States, in particular, felt the bite of economic competition from Japan and 

West Germany (280). The limits of a national accumulation strategy within an 

increasingly liberalized trade environment were stating to appear. 

4s Recall that the "discipline of money" imposed by the gold standard was dictated by a 
"fractioning logic" in that the costs of economic adjustment were born by those most 
immediately involved in over production and thus sacrificed producers to non-productive 
groups. A "centralizing logic" disburses the costs of adjustment throughout the economy 
as a whole and is associated with the welfm state. 



By the 1970s, there were high levels of inflation and unemployment. low growth, 

substantial surplus capacity and low rates of investment (274). The Euromarket, it was 

discovered, encouraged large speculative capital flows that were increasingly disruptive 

of the stable exchange ratc system. Capital mobility plus gowing trade-market 

integration resulted in economic instability and diplomatic disharmony (Webb, 148). 

Contrary to what leading economists and bankers had predicted in the late 1950s and 

early 1960s (but in congruence with the earlier theories of Keynes and White), 

speculative capital flows arising from the Euromarket were constraining governments' 

policy autonomy. The most important source of international payments imbalance was 

not divergent macroeconomic policies of states but the "speculative capital flows 

responding to expectations of higher U.S. inflation in the future, flows that would not 

have been possible earlier when international capital market linkages were less well 

developed" ( 1 57). 

In this resard by 197 1 the United States showed a trade deficit - the first it had 

experienced since the beginning of the century - and the dollar was weakening as it was 

abundantly clear that the number of dollars in circulation far exceeded the amount of gold 

in Fon Knox. Rather than adopt a less inflationary macroeconomic policy to deal with 

the balance-of-payments pressures, the United States abandoned the gold-specie system. 

There were hvo main reasons it did so. Here, Schaeffer ( 1997) describes one: 

. . . Nixon administration officials decided to stop 
redeeming gold for dollars and force a devaluation of the 
dollar vis-a-vis other first world currencies. By lowering 
the value of the dollar and raising the value of other first 
world currencies, U.S. firms could sell more of the (now 
cheaper) goods overseas, and U.S. consumers would be 
discouraged from buying (now more expensive) products 
from Western Europe and Japan. By exporting more and 
importing less, Nixon administration officials reasoned that 
they could eliminate the trade deficit and restore the 
competitiveness of U.S. firms. By abandoning the Bretton 
Woods system of fixed exchange rates (and the promise to 
convert dollars for gold at $35 an ounce) and devaluing the 



dollar. by making "exchange rates to be set straight" as 
Nixon put it. U.S. business could again "compete as equals" 
(45). 

Thus one reason the U.S. severed the link between dollar and gold was to give a 

competitive edge to United States exports within the world economy and eliminate the 

trade deficit. A second reason was that this action allowed the United States to continue 

with its expansionary (and inflationary) monetary policy as the U.S. no longer had to 

worry about private investors and foreign governments wanting to convert U.S. dollars to 

gold. Specifically, when the U.S. unilaterally terminated the link between the dollar and 

gold it meant that United States debt would be paid ia devalued United States dollars. 

radically altering the nature of the $6 1 billion debt it owed to foreigner investors and 

governments (Swift. 85). 

In severing the link between the dollar and gold the United States contributed 

directly to the breakdown of the Bretton Woods system and. as Leyshon notes. 

abandoned all pretensions of being the "referee" (26 1 ). Only the U.S. had the structural 

power to abrogate the link benveen currencies and gold and it did so not as a fair, 

impartial "referee" but as a politically-motivated, ideologically-influenced and 

strategically-placed "competitor." Under the guise of "objective" market terminology 

(making "exchange rates to be set straight") the United States was flexing its still 

considerable hegemonic muscles. 

Not surprisingly, this unilateral action of the United States contributed to an 

already turbulent economic period. In an attempt to maintain their fixed exchange rates 

and keep some semblance of control over their domestic policies, Western European 

states and Japan tried to tighten their capital controls. However, they did not work as 

"[c]ontrols aimed at speculative capital flows proved easy to evade as long as trade and 

trade-related financial flows remained liberalized. The international financial linkages 

developed since the 1960s, along with increasing trade flows, provided investors with a 

wide range of channels through which to move their funds" (Webb, 158-159). 



Under these circumstances, states found it impossible to unilaterally control 

speculative capital flows. By 1972 negotiations began over the future structure of the 

international monetary system (1 05). While Western Europe and Japan argued for 

co-operative controls and action against the Euromarket in order to maintain policy 

autonomy within a fixed exchange rate system. American neo-liberals such as Milton 

Friedman argued for a liberal international financial system (Hellenier. 1 16). Policy 

autonomy, it was argued, could be maintained through floating exchange rates and would 

be more "sound" because it would be under the "disciplining" force of international 

markets. In effect these theories suggested: 

. . . that fluctuating exchange rates would smoothly and 
gradually adjust to accommodate different national policies. 
On the assumption that national economies were linked 
primarily by international trade in goods and services. 
analysts argued that exchange rates should be permitted to 
fluctuate freely to compensate for changes in 
competitiveness caused by varying rates of priced inflation 
in different economies . . . It is essential to note that this 
pattern focuses entirely on international markets for goods 
and services. which adjust relatively slowly ro actual 
changes in prices . . .(Webb, 184) 

A liberal financial system would preserve United States policy autonomy as the dollar's 

position in an open financial system would remain strong because of the size and depth of 

both the U.S. and Eurodollar" markets (Hellenier, 1 13). Put another way. the United 

States would keep its dominant position in international finance and be able to basically 

do what it wished. Nevertheless, as Gill and Law have pointed out, there is nothing 

inevitable or automatic about policy responses (486). The United States was not forced 

to take the stance it did. It did so because of its ideological orientation and a strong 

domestic political coalition. At that time its administration was heavily influenced by 

advocates of neoliberal thought : 

49 American dollar deposits in offshore financial institutions. 



Gottfried Haberler, who was an adviser to President Nixon 
on international financial issues, was a leading member of 
the Austrian neoliberal school. George Shultz, Treasuty 
secretary afier mid-1 972, also gave prominence to the 
neoliberal position by virtue of his close affiliation with the 
University of Chicago and Milton Friedman. Friedrnan is 
said to have drafted Shultz's important 1972 IMF speech, in 
which the U.S. position on international monetary reform 
was first outlined. Succeeding Shultz as Treasury secretary 
was William Simon who, according to Denis Healey. "was 
far to the right of Genghis Kahn and was totally devoted to 
the freedom of financial markets." Another important 
supporter of neoliberal ideas was Thomas Willett. who 
served as senior staff economist to the Council of 
Economic Advisers in the Nixon administration and 
subsequently was director of international monetary 
research at the Treasury Department. Also important was 
Paul Volcker, whose views had been influenced by his 
education at Princeton under the "Austrians" Frederick Lutz 
and Oscar Moqentern ( 1 15). 

As can be seen. neoliberal advocates had obtained positions of power within the United 

States administration. Neo-liberal thought was becoming increasingly fashionable. As 

Keynesianism had grown in prominence afier classical economics lost its credibility in 

the 1930s and 1940s, so now was neo-liberalism gaining in credibility as the Keynesian 

policy paradigm suffered from such anomalies as stagflation. In this period of Keynesian 

disillusionment, scholars such as Milton Friedrnan "vigorously promoted" an alternative 

economic framework, one that appeared to provide solutions to the economic turbulence 

being experienced ( 1  19). This new ideology meshed correspondingly with the interests 

of the financial community and m u l ~ a t i o n d  corporations who, as indicated earlier, 

lobbied for access to the Euromarket and continued to lobby strongly against capital 

controls. "The new liberal approach to capital movements in U.S. foreign economic 

policy was thus a product of an alliance between neoliberal advocates and those 

concerned with maintaining the government's policy autonomy in the face of growing 

external and internal imbalances" (1 20). 



With the suppon of a strong domestic coalition and based on the ideology of 

neo-liberalism. U.S. officials rejected the initiative of Japan and Western Europe for 

capital controls and pushed for a liberal financial rnonetaty system. Thus U.S. opposition 

to the proposal effectively quashed it. Structural changes to the world financial system 

could not succeed with the suppon of the United States, given the central role of its 

dollar, financial markets and banks (Heilenier. 109). By March 1973 the fixed exchange 

rate system had effectively broken down as "fixed exchange rates were simply not 

feasible in a context of open capital markets and divergent national policies" and by 1974 

the United States had eliminated all capital controls it imposed in the 1960s (Webb. 164). 

in January 1976 the IMFs Articles of Agreement were amended to allow for 

flexible exchange rates and multilateral surveillance for exchange-rate practices (Webb. 

165). This change to a flexible exchange rate arrangement had a profound impact on the 

international order and increased the scope of IMF discretionary surveillance power: 

In contrast to the Bretton Woods order, under which 
exchange rates had been subject to agreed rules, the 
exchange rates of a member became a variable clearly 
within the domain of its domestic economic policies, either 
to be used as a policy instrument or to be the result of those 
policies, or both. As a consequence, the fulcrum of the 
international system shifted from rules toward national 
discretion. And, correspondingly, the responsibilities of the 
IMF changed from those of a guardian of member 
countries' observance of exchange rate rules to those of an 
overseer of individual countly exchange rate policy. The 
center of gravity had moved toward a discretion-based 
regime (Guitiiin 1 992, 6). 

In other words, because there was no longer any common point of reference for the IMF 

to conduct its monitoring (or surveillance) task it adopted powers of a greater 

discretionary nature. In the Bretton Woods order, domestic policies were assessed on the 

basis of their conbnence with the par value system. in the new order, policy assessments 

needed to rely on judbment to a larger extent (7). The IMF went from a "guardian" (one 



who "guards" or "protects") to an "overseer" (one who "supervises1' or "manages").*" 

While member states now had the ability to set their own exchange rate policies, they 

were also subject to a broadened IMF policy suweitlance scope in order to maintain a 

stable international economic system. The surveillance h c t i o n  of the IMF became 

primary, and its provision of funds were of secondary importance. 

The IMF's responsibility to provide funds did not decrease in importance solely 

because of the new increased powers of surveillance. Indeed. the IMF's role in this area 

had declined in importance by the early 1970s. States - both developed and developing - 
were increasingly turning to international capital markets to finance their ever-growing 

deficits especially after the first "oil shock" of 1973-74; in fact, the IMF had become a 

"fallback" to states who did not have ready access to such markets as the IMF had less 

credit to offer and i t  imposed policy conditions unlike the private markets (Webb. 

171-172). 

The fint oil shock of 1973-74 had nvvo large influences on borrowing and lending. 

First. the OPEC-initiated increase in oil prices (as well as the price increase in other 

primaq commodities) increased production costs and inflated already large deficits. 

Second, there was a huge surplus of h d s  available for lending to assist with the 

increased costs of production and inflated deficits: 

By the early 1970s. well-established markets were able to 
offer large credits to deficit states long before the IMF 
increased the volume of credit it couId offer. The volume 
of available funds increased enormously once the 
Organization of Petroleum Exporting Countries (OPEC) 
began to deposit surpluses into the Euromarkets. 
Eurobanks also received substantial deposits from 
advanced capitalist countries with balance-of-payments 
surpluses because of high deposit rates and the freedom 
from taxation and government regulation. Most 
governments. surplus or deficit, encouraged private banks 
to extend loans to deficit countries (developing and 
developed) because private lending reduced the demand for 

sWccording to Webster's Dictionaxy. 



intergovernmental lending through the IMF and allowed 
deficit states to avoid drastic import restrictions. Private 
banks actively offered balance-of-payments lending to 
advanced capitalist states and certain developing countries, 
considering it a safe, lucrative opportunity to use the 
growing funds at their disposal (Webb, 173). 

Thus while surplus OPEC hnds were available for lending it was the availability of 

private international markets and banks. with the encouragement and active participation 

of states, that allowed private lenders to meet the strong demand for loans. These loans 

were guaranteed and underwritten by the state and in this way private debt became public 

debt (Kanji, 937). 

Moreover, these loans were not offered at a fixed rate but at a floating rate, in 

congruence with the new floating exchange rate system (937). By the late 1970s, 

however. it was obvious that the new floating exchange rate system had not provided 

either the policy autonomy or stability it had been theorized it would by neo-liberals. 

Speculative short-term capital flows were having a volatile effect on exchange rates. 

Specifically. the experience was that exchange rates were not determined by the supply of 

and demand for a country's imports and exports of goods and services. Rather, exchange 

rates were determined by the supply and demand in intemational money markets for 

financial assets denominated in different currencies. The demand for a state's financial 

assets depended primarily on national monetary policies and investors' expectations 

(Webb, 200). Thus exchange rates were determined by speculators' perceptions regarding 

government's monetary and fiscal policies and the potential impacts they would have, and 

not on international trade in goods and services as had earlier been argued. The result 

was that governments did not have increased policy autonomy but were instead becoming 

"hostage" to short-term capital speculators and, later, international bond rating agencies." 

5 1  See Sinclair (1994). Bond rating agencies make judgments on the ability of 
corporations, financial institutions, municipalities and sovereign governments in meeting 
the obligations to make payments on securities such as bonds or commercial paper. The 
ratings of bond raters are increasingly relied upon by lenders and speculators in making 
their decisions whether to loan and investment. Governments now have to worry about 



That governments were becoming "hostages" to speculators and that neo-liberal 

ideas and policy were gowing in strength could no longer be denied by 1976. Following 

heavy speculation against the pound,j2 the BIS and most of the G- 10 countries extended 

credit to Britain. When the crisis continued, further requests for financing were met not 

by an unconditional credit extension but by an offer of an IMF stabilization package with 

strict conditions such as monetary targets and spending cuts (Hellenier. 125). The 

conditions attached to loans reflected both the strength of the "disciplining" Force of the 

market and the influence of neoliberal thinking in creditor countries and the IMF. The 

British cabinet (a Labour cabinet) considered introducing comprehensive capital controls 

- or an "alternative economic strategy" rather than accepting the IMF package but it was 

realized that doing so would have had a serious ripple affect in the intemational 

community and that it would impact Britain's relationships with the GATT. the European 

Community and NATO. as well as the United States ( 128). Ultimately. the British 

government decided to accept the IMF proposal. Although arguably this case - as well as 

the 1983 French instanc*' - were opportunities to stop the liberalization trend. the costs 

were perceived to be too high. States were given an "escape valve" to avoid an 

intemational economic catastrophe - loans from the IMF accompanied by a new 

monetarist policy that promised to "fix" the balance-of-payments and capital speculation 

problems that states were currently facing. 

Even the United States found in 1978-79 that it had to accept "external 

discipline." The consistent inflationary policy of the United States finally started to wear 

with foreign investors and governments and there was enormous flight from the dollar in 

their "international credit rating" because they are bornowing in foreign currencies and 
have obligations to foreign investors. 
52 It can also be argued that the speculation against the pound that occurred at this time 
was as a result of the growing relationship between neo-liberalism and speculators. Even 
though Britain's economic situation was improving, there was a run on the pound 
(Hellenier, 125). 
53 The French government also abandoned Keynesian policy in 1983 after facing the same 
types of intemational pressures. 



the global financial markets ( 132). Despite the severity of the crisis. the idea of imposing 

capital controls was rejected; instead the U.S. recommitted to the emerging open financial 

order by appointing Paul Volcker to invoke a neoliberal stabilization program. 

Vice-President Mondale indicated that this appointment was made "to reassure the 

financial markets, to buy back legitimacy and to reassure our major trading partners and 

our partners in the international financial institutions" (quoted in Hellenier. 133)- 

The United States as a hegemon had more flexibility at this point in its policy 

decisions than other states and could have posed a credible challenge to the liberalization 

trend. Nevertheless, it chose to recommit itself to a liberal international financial order. 

As before. it chose to take this route for two main reasons: ideological influences and a 

strong political domestic coalition. The idea of neoliberal austerity measures was 

fashionable and the entire business community - especially the U.S. banks - were solidly 

behind the liberalizing mend. Moreover, if the confidence of intemational markets could 

be restored. the United States would benefit from increased financial openness because of 

its continuing structural power in the international monetary system ( 134). Finally. the 

power of both U.S. domestic and international banks was confirmed when a U.S. 

initiative to regulate the Euromarket in 1979-80 (market activity was adversely affecting 

U.S. monetary policy) was effectively lobbied against by U.S. financial institutions and 

soundly quashed by the BIS (135-139). The power of financial institutions was to 

increase even more with the election of the Thatcher govemment in 1979. 

The Thatcher Conservative government implemented a neo-liberal agenda with 

monetarists4 economic measures with fanatical zeal. Neo-liberals : 

. . . have a strong policy preference for economic liberalisation. This 
implies the roll-back of the state, both in terns of its ownership of 

- ~~~~~ 

Monetarism is "the notion of controlling inflation through the growth in the money 
supply" (McQuaig. 79). Controlling inflation, rather than promoting full employment, is 
an important goal of neo-liberals. Controlling inflation is one of the measures the state 
can do to help "create the right system of incentives for an efficiently running economy." 
Recail that inflation more negatively affects creditors than it does debtors. 



industries. financial institutions and marketing agencies and of its 
regulatory activities in trade, industry, agriculture, credit and foreign 
investment. The economic arguments centre on the failure of the state to a 
create the right system of incentives for an efficiently operating economy . 
. . the correct measures are then privatisation and extensive deregulation, 
recommended in the belief that freely operating markets will conduce to 
the more efficient use o f .  . . scarce resources . . . (Mosley et a1 1 99 1, 1 1 ). 

The Thatcher government was heavily influenced by the neoliberal ideas of such 

intellectuals as von Hayek and Milton Friedman. Institutions which actively 

disseminated neoliberal economic and social ideas included the Mont Pelerin Society. 

the British Institute of Economic Affairs, the British Centre for Policy Studies. and the 

Adam Smith Institute (Gill and Law 1989.482). Exchange controls were seen to be an 

outdated Keynesian strategy and the abolition of such controls were also advocated by 

London's business and financial leaders ( 1  5 1). Finally, there was the domino effect of 

"competitive deregulation." The roots of "competitive deregulation" went back to the 

1950s when Britain and the U.S. permitted the Euromarket to exist and flourish. As 

Webb explains: 

Once these crucial permissive decisions were taken. 
international capital liberalization took on a self-fulfilling 
character, and short-term international capital markets 
quickly became deeply entrenched. Governments faced 
incentives to liberalize capital controls in order to attract 
foreign and domestic investment in the financial sector or 
to forestall a loss of business to less controlled foreign 
financial centres. Deregulation and liberalization are 
attractive to financial industries because they lower costs 
and permit increased profits. Once a major state begins to 
liberalize its capital markets, others are forced to follow if 
they do not want to lose business to foreign financial 
centres. This process of competitive deregulation can lead 
to a situation in which international capital controls are 
significantly less restrictive than would be preferred by any 
individual state (Webb, 17). 



It should be recalled that in 1974 the United States eliminated all capital controls it had 

imposed in the 1960s. This action by the United States had threatened London's 

competitiveness as a financial centre ( 15 1 ). Britain's elimination of capital controls was 

in part a response to this and in turn triggered a further trend of capital liberalization 

throughout the world. By the late 1980s most governments - including the social 

democratic governments of Sweden and Noway55 - had eliminated restrictions. As 

capital restrictions were being eliminated, work too was being done to further eliminate 

trade restrictions. The "Tokyo Round of multilateral negotiations in the period 1 973-79. 

for example. was an effort to progressively reduce tariffs. 

Nevertheless as leading states diligently worked toward deregulation. elimination 

of controls and free trade in an apparent "roll-back of the state" to allow the free hand of 

the market to work in its invisible, naturally efficient and stable way (according to 

neoliberal theory at least), states were also working just as diligently at the transnational 

level in co-ordinated interventions to prevent both minor and major intemational financial 

crises. As will be shown here, contrary to the neoliberal mantra, trade and capital 

markets are neither naturally efficient nor inherently stable: they require both state 

regulation and intemational co-ordination. 

By 1974 key co-ordinators were members of the BIS. In that year a small bank in 

the United States - which had imprudently speculated in foreign exchange - seriously 

threatened the viability of the emerging intemational financial system with its impending 

collapse. An intemational financial crisis was averted only by the decisive action of the 

Federal Reserve with the close co-operation of foreibm central banks in the G-10 

countries facilitated by the BIS: at a monthly meeting of the BIS, foreign central banks in 

G- 10 countries agreed to defend the dollar collectively (Hellenier, 1 71). After the crisis 

was averted, the BIS created formal international lender-of-last reson arrangements. The 

BIS also established the Basel Committee, which was made up largely of central bankers 

J5 Again, however, the dynamic of "competitive deregulation" is only part of the story. 
Elimination of capital controls was urged by the European business and financial elite, as 
well as high level ministers and officials - especially those in the Finance Ministries and 
central banks - in these governments (Hellenier, 163, 166). 



from the G- 10 countries. This committee prepared the Basel Concordat, a document 

which listed a set of jurisdictional rules and created the structure for the BIS to provide 

scrutiny and supervision of the international financial system ( 173). This crisis fostered a 

consolidation of BIS so that it would work more effectively to minimize collection action 

problems (1  75). 

Crises in themselves minimize collection action problems as the rapid response to 

the 1982 international debt crisis evidences. When in 1982 Mexico threatened to default 

on its loans - and thereby trigger a major international financial crisis - the United States 

and the BIS were able to rapidly organize huge billion dollar loans ( 176). Moreover. the 

United States was able to convince the Mexican government that a debt rescheduling 

agreement would only be reached if Mexico accepted a tough IMF austerity and 

restructuring program. In time, Mexico accepted these terms. The government saw the 

costs of defaultins to be too high (in this case the costs included the seizure of assets and 

trade sanctions). Moreover. there had been an ascendency of neo-liberalism in the 

Mexican government and neoliberal ideas found especially strong support among bankers 

and financial officials as well as internationally oriented business leaders - those who had 

strong influence over the government during the crisis ( 1  80- 18 1 ). 

The causes of the debt crisis were twofold. First, as indicated earlier, private 

lending institutions had lent huge sums of money- mainly to finance deficits - under 

floating exchange rates to both developed and developing countries. The trigger for the 

debt crisis was Volcker's "war on inflation" program that created a global macroeconomic 

shock: "real interest rates on bank loans suddenly jumped from an average of 0.8 percent 

in 1971-80 to 1 1 .O percent in 1982" (175). This shock was exacerbated by a fall in 

commodity prices which severely reduced the demand for exports in developing 

countries. Developing countries were unable to meet their massive loan obligations 

without further loans and rescheduling agreements. 

The IMF and the World Bank were called in to negotiate the tems of loans and 

ensure debt servicing. World Bank officials, believing there was a permanent change in 

the world economy, indicated that developing countries would have to "adjust" rather 



than simply "stabilize" in order to bring down their payments deficit levels. In 1980 

"structural adjustment with growth," rather than just "growth" became the new objective. 

The World Bank, the IMF, and private international institutions all underwent 

reorganization in order to meet this objective. 4 commitment was made to the ideals of 

neo-liberalism and economic liberalization was identified as the new key to development 

(-23 Mosley et all. Financing was now used to support structural adjustment loans, 

standard features of which included currency devaluations, high interests rates. restricted 

money supply. government spending cuts, lower tariffs and import quotas, privatization 

and expon promotion (Ecumenical Coalition for Economic Justice 1990.24). 

"Institutionally, the specific roles coalesced toward stabilization-cum-adjustment for the 

IMF and development-cum- structural reform for the Bank." (GuitiSm 1992. 14). In the 

developing countries. the World Bank and the IMF formalized their relationships through 

Policy Framework Papers ( PFPs) which set out the terns of the structural adjustment 

policies, and were created by the IMF. the World Bank and the governments in question 

(Mosley at el. 25). Thirty-seven structural adjustment loans were negotiated by the Bank 

benveen 1980-86 (39). The changed policy lending programs of the World Bank and the 

LMF were made in the context of an ideological belief and a crisis in the international 

economic order. Structural adjustment policies seemed to fit the bill both in terms of 

fashionable ideology and a means to have developing countries deal with their debt crises 

in order to advert an international economic crisis and protect the private profits of 

international lending institutions. 

While developing countries were undergoing an austerity "adjustment" in order to 

pay off their debts, the United States in the early 1980s under Reagan implemented 

expansionary fiscal policies. Again, the United States was using its "structural power" to 

avoid making the necessary "adjustment" to bring down the deficit. Capital inflows (i.e., 

foreibm financing) financed at least half the budget deficit and allowed the United States 

to avoid inflationary "discipline." "In political terms, foreign financing permitted the 

government to cut taxes and stimulate private domestic consumption (an effect that 

helped the Republicans win hvo presidential elections) while the countq embarked on a 



major military buildup" (Webb, 2 18-2 19). Nevertheless it was recognized by 1985 that 

the dollar was grossly overvalued; there was concern in U.S. private industry, Congress 

and some parts of the American administration that this would have a negative impact on 

American industry and protectionist sentiment started to grow (206). In order to halt 

growing protectionism the Group of Five (GS - United States, Germany. France, the 

United Kingdom, and Japan) through the 1985 Plaza Accord embarked on a co-ordinated 

intervention to lower the dollar. Devaluing the dollar reduced the U.S. debt as much as 

one third (through the loss of foreign lenders) and improved the U.S. trade position (2  19). 

Industrialized countries and financial institutions continued to make agreements - 
agreements which reflected the shuctural power of the United States - to maintain the 

viability of the international economic order within a neoliberal framework. In 1957, for 

example: 

. . . . foreign governments were willing to refl ate in return 
for American agreement to join coordinated foreign 
exchange market intervention to stabilize currencies and 
commit to reducing its budget deficit. The bargain was 
struck among G-7 finance ministers in the Louvre Accord 
in February 198 7. The ministers established a system for 
coordinated intervention in foreign-exchange markets. and 
there were explicit negotiated mutual adjustments to 
macroeconomic policies. The German government 
promised to increase a planned 1990 tau-reduction package 
and move it ahead to 1958. Japan agreed to pass a 
supplementary budget in the spring of 1987 which would 
stimulate domestic demand, and to cut interest rates. The 
United States committed itself to reducing its budget deficit 
by restraining spending (227). 

Despite this agreement, the United States showed few concrete indicators that it was 

serious about spending restraint, and following the very public disagreement benveen the 

United States and Germany over interest rates and the publication of a higher than 

expected U.S. trade deficit figure. the stock-market collapsed (Hellenier, 154). 

International financial economic disaster was averted only because of the immediate 

coordinated action of BIS central banks who provided liquidity into the securities markets 



and prevented the crisis From spreading ( 185). Tlus crisis demonstrated the 

interconnectedness of global securities markets and the rapid co-operation of financial 

institutions in times of crisis. It also focused attention on the instability of securities 

markets, and the United States Securities and Exchange Commission, the International 

Organization of Securities Commissions and the BIS worked separately and together to 

establish a regime of supervision and regulation in this area to stabilize, and thus protect. 

the liberal financial order ( 156- 187). 

Moreover. in 1986; at the Tokyo summit, countries agreed to a new multilateral 

surveillance system. They established a system of account indicators such as GNP 

growth rates and inflation rates. Commencing in 1985, these indicators were reviewed. as 

well as trends in economic conditions and national policies, at regular meetings of G5 and 

G7 finance ministers and central bank governors (Webb. 230-23 1 ). Since that time. 

international consultations have become more institutionalized and there is more 

negotiation regarding adjustment of monetary and fiscal policies than has ever been 

entered into before (244). This trend is also reflected in the effort to reinforce and 

extend the multilateral system of trade that commenced in 1986 with the Uruguay Round 

of trade negotiations and which culminated in the creation of the World Trade 

Organization (WTO) in 1 996 . JWerea s  GATT only dealt with trade in goods. the WTO 

now covers trade in services and intellectual property as well and promotes Free trade. 

Most significantly, it has a binding dispute settling role. 

Reflected in the principles of the multilateral surveillance system and the World 

Trade Organization is what one international economist has termed the "Washington 

Consensus," a convergence on economic reform policy that was endorsed initially by 

"both the political Washington of Congress and senior members of the administration and 

the technocratic Washington of the international financial institutions, the economic 

agencies of the U.S. government, the Federal Reserve Board, and the think tanks" 

5Wf course, there were also the more "regional" agreements, including those that created 
the Economic Union (EU), and the U.S.-Canada Free Trade Ageement (FTA) and the 
North American Free Trade Agreement (NAFTA). 



(Williamson 1990 7, quoted in Coats 1997,345) but that has now extended well beyond 

Washington. This economist describes the "Washington Consensus as "the common core 

of wisdom embraced by all serious economists, whose implementation provides the 

minimum conditions that will give a country a chance to start down the road to the son of 

prosperity enjoyed by OECD countries [and] provides a reference point for what one 

might expect technopols to aim at during the first stage of reform." Rhetoric aside, it is 

advocacy of such measures as financial liberalization. trade liberalization, privatization 

and deregulation based on neoliberal ideals (see Appendix A for the full text of the 

"Washington Consensus"). The "collapse" of the Soviet Union in 199 1 5 -  not only ended 

the "Cold War" but, on the surface at least, gave credence (or at least more ammunition) 

to the idea that there is a "neoliberal consensus." 

Nevertheless, despite comprehensive consultation and international regulation 

among leading states and financial institutions and an apparent "consensus1' towards 

neoliberal economic measures, the intemational economic system is still unstable. This 

was most dramatically revealed in the 1994 Mexican "peso crisis" and most recently the 

1997 "Asian flu" (the ramifications of which are still being felt). Again in these two near 

disasters, leading states, intemational organizations and financial institutions quickly and 

decisively came together and pumped money into the system to avoid international 

economic crisis. What is interesting to note about these latter two cases is that the states 

involved had - at least according to the "common wisdom" of the "Washington 

Consensus" - been doing the "right" things. 

I K Cf)nc*lusicm 

"Globalization" - understood to be the transition to the use of computerized 

technology, an increase in the speed and flow of capital, the expansion of offshore capital 

markets, and the withdrawal of the state from regulatory and social welfare hc t i ons  - is 

" This is not the place to analyze the cause of this "collapse." Whatever the causes of the 
demise of the Soviet Union, it has been used as an extremely effective propaganda tool by 
neo-liberals . 



not a phenomenon in and of itself. It is not a technologically-driven, unilinear and 

unstoppable force that is sweeping us into the twenty-first century. And it is certainly not 

the inevitable result of "natural" economic laws as it is most commonly portrayed. 

"Globalizatioo" is the result of certain policy choices, choices that have been made over 

time by people in positions of power and in the interests of certain classes and states. 

This has been revealed by using a dialectical and historical neo-Grarnscian framework 

which looked at the complementary and contradictory relationships between classes. 

states, capital and the larger world economy. 

In the eighteenth century. the state and world order were liberal ones. Through the 

establishment of bourgeois hegemony in Britain and of British hegemony in the world 

economy. the liberal state and world order posited a separation of politics from 

economics. The free-trading world economy - later regulated through the gold standard - 

was understood to be the condition for the wealth of nations; the responsibility of the 

state was to ensure the conditions for the economic agents yet refrain from any fonn of 

interference. 

The econorzic "rules" governing this "system" or "world order" were not "natural" 

but rather a result of the processes of political struggle of both classes and states. For 

example, the "discipline of money" dictated by the sold standard imposed a harsher 

"punishmentf' on some classes compared to others. Similarly, economic expansion 

through imperialism reflected both the power of Britain and its financial capitalists and 

created the structures and consequences of uneven development. Nevertheless, the 

observation of the distinction between economics and politics by those in positions of 

power creates the illusion that the economic regulation mechanism is separate from its 

political roots. Over time this illusion becomes a reified structure (in that an abstraction 

is treated as substantially existing) and economic "laws" begin to constrain the 

potentialities of politics. The ideas and theories (or "ideoiogies") of intellectuals unite 

and give meaning to the dominant practice, contributing to the perception that there are 

no other alternatives. The ideas of David Ricardo with respect to the gold standard, bee 

trade and comparative advantage, played this role. 



World orders, however, are not static but subject to change due to contradictions 

and challenges. The tensions and alliances of the interstate system and competitive 

capitalism culminated in World War I and with it a retreat from the international gold 

standard. While workers pressed for more rights through revolution and reform. financial 

capitalists worked to restore the gold standard, Britain tried to maintain its dominant 

position. and intemational organizations were created by elites to assist with "naturalf' yet 

"technical" state policy convergence. 

The restoration of the gold standard and the subsequent stock market crash 

marked a break (but not an end) with the laissez-faire liberal tradition as bankers lost their 

credibility (yet formed the BIS intemational organization to facilitate international bank 

co-operation and control). Economic disaster acted as the stimulus for an increase in 

social struggle and interests in new development models. States took on changed and 

increased roles as they experimented with new development models and competed to 

become the new hegemon. Yet another war broke out, this time due to overtly nationalist 

tendencies and the stalled capital accumulation process of national economies. 

The post-World War 11 era ushered in a new hegemon. the birth of many new 

states. and a policy paradigm which seemed to regulate the economic and political 

workings of the world as well as act as the glue for the new class compromise. The 

United States emerged from World War I1 as the hegemonic leader and initiated the move 

from nation-centred economies to internationally co-ordinated finance and trade. 

involving the funher transformation of the state and the creation of international 

regulatory institutes. The discrediting of classical liberalism, the ideas of Keynes, the 

commitment to a capitalist global economy, the new class compromise, and the 

respective power of nation states were all reflected in the creation and use of the Bretton 

Woods institutional structure. 

Although the Bretton Woods system appeared stable, it too was riddled with 

contradictions. An obvious example was the position of the United States. The United 

States as both "competitor" and "referee" as well as "banker of the world's money" 

revealed the hegemony of the US, but it was also inherently destabilizing,, as was its 



refusal to endorse compulsoly capital controls. While developing countries won their 

political independence, they were still locked in the uneven economic development 

structure that had originated in the colonial period. The limits of a national accumuiation 

strategy within an increasingly liberalized trade environment became obvious when 

companies were caught in a profit squeeze beween labor on the one side keeping wages 

high and foreign competitors on the other holding prices down. As one hundred years 

before, management turned to capitai-intensive technology for increased efficiency and 

productivity to increase their competitiveness. Moreover, while Keynesian theory 

became the basis of the "mixed economy" ideology that held the new structure together. 

other ideologies which reflected the dominant interests of financial and industrial 

capitalists - especially neo-liberalism - continued to flourish through such international 

communities as the Mont Pelerin Society and found homes in many international 

organizations that continued to g o w  in strength and power through the permission of 

states. 

The immediate "cause" of globalization was the "breakdown" of the Bretton 

Woods order. However, the "breakdo~vn" was facilitated by the actions of states (most 

notably the US but also Britain as well) who acted in their own best interests (in the 

context of inter-state rivalry), but also in the interests of financial and industrial capital. 

International institutions, which over time were given more and more responsibility by 

states, were "stacked" with orthodox and neoliberal economists. A large multilateral 

surveillance network and policy community developed between main industrial states and 

international institutions and organizations such as the IMF, the World Bank, BIS, and 

the OECD in order to stabilize the system - a system which continuously worked in the 

best interests of these developed states and the elites within them. Paradoxically, as 

more "control" was being levered by states, politiciaos argued that they had "no control." 

As in the period of the gold standard, the "laws" of the world economy started to 

constrain individual national policies. As more and more anomalies started to show in 

Keynesian policy (at least in part driven by uncontrollable capital flows that were allowed 



by states), another policy paradigm - neo-liberalism - was vigorously promoted as an 

alternative that could provide solutions to the economic turbulence being experienced. 

By the mid 1980s Keynesianism and the class compromise it symbolized was 

dead. By the early 1990s. with the collapse of the Soviet Union the bi-polar inter-state 

system was as well gone; an indicator. some argued, that the "Washington Consensus" 

was the only aiternative. In the new era of neo-liberalism "globalization" became the 

buzz word - conceptualized as a technologically-driven. unilinear and unstoppable force. 

This chapter has revealed, however, that globalization is none of these things. It 

is not the result of computer technology - technology is a tool. not an end in itself. and its 

use is regulated by decisions of states. The increase in the speed and flow of capital was. 

again, allowed by smcturally-important states as was the expansion of offshore capital 

markets. The state may be withdrawing from some social welfare functions. but it is 

certainly not withdrawing From its regulatory functions although the level of the 

regulation is changing. Indeed, states in the last twenty years have been busily 

implementing regulatory mechanisms at the international level - mechanisms that are 

beyond the "legitimate" political control of domestic citizens - so that there is now more 

intemational regulation than has ever been witnessed before. Finally. globalization is not 

unilinear and "unstoppable." It is a result of a dialectical process that generates its own 

contradictions. The 1 994 peso crisis and the "Asian flu" are but just two of the most 

noticeable crises that the "globalization force" has generated. If it wasn't for the 

co-operation between states, international organizations and private financial institutions. 

we would now be speaking of "globalization" as a thing of the past. 



Chapter Four: A Historical View of  Health Policy 

Chapter Three having "de-mystified" the concept of globalization, the relaticnship 

between health policy changes and globalization can now be more comprehensively 

analyzed. In this chapter the concept of health policy is placed within the framework of 

global political economy. Specifically, the development of health policy milestones are 

traced within their political and economic contexts as I explore the historicai relationship 

between world capitalist development and health policy change. highlight the roles of 

ideas (theories and ideologies) and institutions (states, markets. international 

organizations) with respect to these changes, and reveal important linkages and 

relationships within the global economy. As will be shown in this chapter, health policy 

is a product of competing state/class interests and dominant ideologies within the 

framework of world economic development and is not the "scientific" result of "rational" 

and "objective" decision-making - nor even "globalizing imperatives" - as it is often 

portrayed. 

I. Ear& History 

In precapitalist Europe, aristocrats lived about hventy years longer than peasants. 

were about a foot taller in height, and had lower infant and childhood mortality rates due 

to better nutrition. Death rates in the cities - which were small and few and far between - 
were 2-3 times higher than they were in the country (Eyer 1984,38939). Disease was 

thought to be the result of supernatural forces or contagionSkd "formal" access to 

medical treatment was restricted to the aristocracyJ9 (Walzer 1994, 29). 

By the nineteenth century, however, in the context of the social change 

accompanying industrialization, there were four main theories vying to explain the cause 

and prevention of disease: contagion, supernatural, personal behaviour, and miasma. 

5%s also appears to be the case in many other parts of the world (Tesh 198 8, 1 7). 
59 According to Walter 'Wo one seems to have worried much about the fact that wealthy 
and powerfui men and women had access to medical treatment unavailable to anyone 
else." This was because, in his view at least, "the cure of souls" was considered to be 
more valuable by society as a whole ( 1994,28-30). 



These theories became "standard-bearers for the contending political arguments about the 

form the new society would take" (Tesh 1988, 1 I ). For example, while it was argued by 

the bourgeoisie that contagion theory represented the outmoded values of the prescientific 

and aurhoritarian ancien regime, it also closed ports and roads during quarantines thereby 

negatively impacting the profits of the new indusmalists ( 15-16}. Supernatural theory 

represented the interests of the status quo: poverty and disease was explained by sin and 

could not be addressed by democracy (2 1 ). Personal behavior theory was democratic and 

anti-authoritarian, underscoring the tenets of liberal individualism (2  1-25). But - 
incredibly - it was miasma theory, a revived theory that linked disease to foul odours. 

that laid the foundation for the famous "sanitary revolution" of the nineteenth century. 

There is no doubt that the urbanization which accompanied the industrial 

revolution spawned a whole host of foul smells: 

To house the flow of people pouring into the cities. 
unscmpulous builders erected siapdas h dwellings around 
factories where people were packed together in appalling 
conditions. There was no sewage system, and in some 
English cities. as many as one hundred people shared a 
single privy. Not infrequently. houses were built back to 
back, a practice which prevented the passage of air through 
rooms and left unpaved streets in front as the most 
convenient place to discard cooking slops and human 
wastes. Backyards and side lanes, where they existed, 
became thick with filth (28). 

Be that as it may, there was no real evidence that connected bad smells to the prevalence 

of disease any more than any of the other theories gave "hard evidence" of their 

correctness. Nevertheless, miasma theory soon gained powerful advocates. One such 

advocate was Edwin Chadwick, a disciple of Jeremy Bentham and the creator and 

secretary of the Poor Law Commission. He wrote the 1842 Report on the Sanitap 

Condition of the Labouring Popzrfation of Great Britain which recommended massive 

reforms including a sewage system, improved supplies of water, and centralized planning 

(28-29). These suggestions, however, did not come from a charitable concern for the 



health of the working class. Rather, they stemmed from the desire to assure a more 

productive work force and save taxpayer's money: "He hoped both to reduce the number 

of state-supported widows and orphans, by reducing the death rate among the working 

class, and to increase production among those who did work" (30). Moreover, "while 

spending to clean up the urban environment might appear to increase the sphere of 

zovemment. the cleanup would actually lessen the need for bureaucracies devoted to - 
other problems" (30). In sum, investing in these sanitary measures was in the best 

interests of the industrial capitalists and the arguments in favour for them were couched 

in the discourse of liberal individualism and limited government. This theory - 
addressing the interests of the most powerful class in society and expressed in an 

ideology which appealed to them - gained in paradigmatic primacy and culminated in the 

Public Health Act of 1545 (29; 32). 

The protection of class interests was also the impetus for the creation of the first 

modem social insurance system. Between 1850-1 570 Germany experienced a period of 

accelerated industrialization and urbanization under the mantle of an authoritarian 

government influenced by laissez-faire thought (Leichter 1979. 1 13):" Workers faced 

considerable social and economic insecurity and in 1869 a social democratic party was 

founded in a bid to improve their conditions. This party quickly posed a threat to the 

status quo (1 15). After attempts to discredit the socialists in the form of a "negative" 

antisocialist l a ~ l  proved unsuccessful, Chancellor Ono von Bismarck embarked on the 

"positive" scheme of a social security program to win suppon of the growing and 

potentially powerful working class. "It was the desire to assure industrial working-class 

Recall from Chapter Three that 1873 was the beginning of a long depression as the 
profitability of commodities fell due to overproduction and assembly-line production was 
seized as a solution to compress labour costs and minimize labour's control in the 
production process. As was explained earlier, however, the inherent contradiction in this 
was that the assembly-line labour process and the large population living in urban settings 
made class political action more feasible. 
The '*A cr Against the A i m  of Social Democracy Dangerozis to the Commonwealth" 

went into effect in 1 878 and prohibited the existence of socialist organizations. It was 
renewedin 1880, 1884 and 1886 (Leichter, 115-1 16). 



allegiance to the empire and to presenJe a system to which he was so firmly committed 

that promoted Bismarck's social reform program" ( 1 16). 

Bismarck's social reform program was three-pronged: sickness insurance ( 1383); 

accident insurance ( 1884); and invalidity and old-age insurance ( 1589) ( 1 10). Many 

German capitalists agreed in principle with Bismarck's strategy to dehse worker 

discontent through social reform measures and the German Sickness Insurance Law of 

1383 was considered the least controversial of the three initiatives. Germans had already 

experimented with compulsory insurance schemes as early as 1854 in the form of miner's 

relief funds, the administration of the fund was decentralized and privately financed 

( 1 17-1 IS), and sickness insurance had "the additional virtue of increasing worker 

productivity" ( 120). The Sickness Insurance Law came into effect in IS8 4 and provided 

for participation by the poorest - and potentially most dangerous - members of the 

working class, the factory, ironworks. shipbuilding and other industrial workers ( 12 1 ). 

Participation was compulsory for these workers and by 1586 the coverage had 

also been extended to commercial and some farm workers. Still. this meant that by ISL)O 

only 14.3?h of the population was insured as coverage was not extended to dependants 

nor to any other citizens as the program was class-based. Workers contributed two-thirds 

of the premium and ernployen contributed one-third ( 12 1 ). Minimum benefits (such as 

routine medical and dental care and treatment, prescribed medicines. and hospitalization ) 

and maximum contributions were specified by the law, although individual private 

insurance funds administered the benefits. The decentralized nature of the scheme gave 

individual sickness funds "considerable discretion" in setting contribution and benefit 

levels although workers themselves had no choice in sickness fund enrollment as they 

were automatically assigned to the Fund where they worked or lived. Sickness funds 

rapidly proliferated and by 1885 there were 18.942 in existence ( 123). 

The idea of comprehensive social insurance was thus born out of the strateby to 

restructure state-society relations: the state could be used in apositive way to defuse the 

worker discontent that was threatening the interests of the German empire and the elite 

who ran and benefited from it. Health insurance was looked at as the most favourable 



component of social insurance, in part because it yielded a healthier - and therefore more 

productive - work force. The idea that the state had a "positive" role to play in the 

promotion of the interests and welfare of its working class citizens diffused across Europe 

and became a popular strategy of elites. "For Lloyd George and the other European 

leaders, the major lesson to be learned fiom the German example was that social welfare 

reforms could be used by a conservative regime to undermine support for. and defuse the 

dangers fiom, the political Left" ( 162). By 19 1 1 there were social insurance models, 

including health insurance schemes, in Austria, Hungary, Luxembourg, Nonvay. 

Switzerland and Great Britain ( 16 1 ). When the Social Democratic Pw took power after 

World War I in Germany, it committed to extend social services as a matter of right. 

This principle was canonized in the 19 19 Weimar Constitution, although inflation and the 

depression constrained expansion ( 127- 128). Recall that at this point in history the 

international gold standard regulatory order had been restored, an order that enforced 

inflationary "discipline" on populations which demanded social programs and higher 

wages, and Germany was staggering under the burden of meeting the incredibly high 

reparations payments it had been ordered by the Allies to pay. 

While the attempt to preserve an authoritarian political and capitalist economic 

system produced the idea of comprehensive health insurance, and miasma theory 

interpreted within a capitalist context unfolded into what we would today call public 

health measures. it was European-based exploration and colonization which triggered the 

international health movement. In this regard, "[e]ncounten with native populations 

often rebounded to the detriment, or deaths. of Europeans, fiom the sexually transmitted 

diseases of Captain James Cook's crews in Tahiti to the malarial fevers and dysentery of 

the 'white man's grave' of West Africa" (Basch 199 1, 183). Such experiences, of course. 

were detrimental to trading and colonial profiteering and stimulated the investigation of 

"exotic" diseases such as malaria and yellow fever with the tools of modern science and 

technology (1 84). 

More often than not, however, these tools and subsequent medical discoveries 

were not made available to the indigenous population. The main objective of colonial 



governments was the preservation of the health of the European minority (Aidoo 1981. 

647; Dumen 1993.2 1; Twurnasi 195 1, 147; Tsey and Short 1995,6 16). One popular 

strategy for prevention of disease was segregation of the European minority from the 

indigenous residents. Medical coverage was limited for the most part to expatriates and 

indigenous elites; clinics were located in the urban centres which laid the foundation for 

urban-oriented health care ( T m a s i ,  147). Rapid urbanization was not accompanied by 

the rapid implementation of public health measures, with the consequent result of 

epidemics and plagues (Panerson 1979). Indigenous workers involved in such capitalist 

ventures as railroad building and gold mining lived and worked in appalling conditions 

and suffered from much higher morbidity rates than their expatriate counterparts (Tsey 8; 

Short; Dumea). Colonial administrators. directly and indirectly, created the conditions 

that encouraged the decay and degeneration of pre-existing indigenous health systems. 

many of which had been effective in the prevention and treatment of disease and the 

alleviation of suffering (Bane j i  1984.26 I)."' Finally, while the majority of indigenous 

peoples did not benefit from the technology brought over by their colonizers, they were 

still impacted by it: improved transportation - especially railroad transportation - 
facilitated the transmission of diseases, in particular epidemics (Tsey and Short. 620). 

Increased trade also facilitated the transmission of epidemics on a global scale. A 

"practical interventionism" occurred as states. especially European ones, realized that 

some measure of co-operation would be needed to avoid global disorder caused by 

epidemics and plagues. Accordingly, between 1 85 1 - 1903, nine international conferences 

were held with respect to such diseases as cholera, the plague and yellow fever and some 

conventions were signed ( Basch, 1 8 5). A number of international health agencies were 

also established, including the international Sanitary Bureau ( 1902) (now the Pan 

American Health Organization). the International Institute of Agriculture in Rome ( 1905), 

and the International Health Office in Paris ( 1908) ( 185). That there was this much 

co-operation between states in the era of "rival imperialisms" shows both the importance 

a See also Maier ( 1979) regarding the sophistication of the Asante health practices in 
Western Afkica. 



they attached to trade. and the fear and disorder that plagues and epidemics left in their 

wake. Outbreaks of tenible epidemics after World War I due to deplorable sanitary 

conditions in Europe also instigated the creation of a Health Section in the newly formed 

League of Nations ( 186). Nevertheless, few international health conferences were held in 

the 1920s and 30s. reflecting both the nationalist tensions and the "beggar-my-neighbor" 

climate during that period. 

11. Post- Wo rfd FVar I1  

The internationalist initiative under the hegemony of the United States after 

World War I1 was most apparent in the creation and workings of the Bretton Woods 

institution the United Nations. The United Nations was to be the organization through 

which international decisions were made and the means by which international political 

and rnilitaty stability was to be maintained. One of the ways it would work towards its 

objectives was through the creation of agencies and organizations. The World Health 

Organization (WHO) - one such organization - was given the mission to assure "the 

attainment by all peoples of the highest possible level of health" (187). Its constitution. 

adopted by the UN General Assembly in 1948, proclaimed that "the enjoyment of the 

highest attainable standard of health" was "one of the fundamental human rights of every 

human being without distinction for race, religion, political belief. economic or social 

condition"" (WHO 1999). 

Most welfare-nationalist states - after agitation by the working class - embarked 

on serious and comprehensive reforms in the area of social welfare, including the health 

V)ther  international instruments protect the "right to health". including the Universal 
Declaration on Human Rights ( 1945); the International Covenant on Economic. Social 
and Cultural Rights ( 1966); Convention on the Rights of the Child (1 989); Convention on 
the Elimination of Discrimination against Women (1979); the Additional Protocol to the 
American Convention on Human Rights (San Salvador Protocol on Economic, Social 
Cultuml Rights, 1988), the European Social Charter (196 I) ,  and the African Charter on 
Human and Peoples' Rights (1 98 1 ) ("Health for all in the twenty-first century" document; 
www. who.int/hfa/history.htm. The "Health for all in the twenty-first century" document 
will be looked at later in this chapter.) 



sector. The Great Depression tarnished the credibility of laissez-faire liberal thought and 

the terrible experiences of fascism and war Fueled support for a break with the old order. 

As was explained in Chapter Three, a new class compromise was unfolding at this time 

and was held together by Keynesian policy. Under Keynesian policy. we1 fare-nationalist 

states supplemented the market-sustaining functions of the state with new -'positive" 

functions intended to compensate for the negative effects of the market on significant 

numbers of its citizens. such as unemployment insurance. The provision of social 

welfare by the state came to be seen not as a punitive paternal action designed to 

encourage people to give up their slothful and unhealthy habits, but as apositive dl$* to 

ensure the social well-being of its citizens. Under this philosophy, social rights are added 

to political and civil rights as the mark of citizenship. States have the d ~ ~ g *  to provide a 

provision of social welfare and citizens have the right to claim it  From their state without 

jeopardizing their citizenship s t a t ~ s . ~  The legitimacy of government activity in this 

regard was expanded to include a duty to provide - or at least ensure the provision - of 

health care to all citizens. 

This philosophy as it was initially expressed and understood is no better captured 

than in the so-called Beveridge Report.h5 The Beveridge Report. commissioned by a 

British coalition government during World War I1 to assist with the task of reconstruction 

after the war. became the blueprint for the welfare state. With respect to health care, the 

report called for "a comprehensive national health service [which] will ensure that for 

every citizen there is available whatever medical treatment he requires . . ." and that the 

care should "be provided where needed without contribution conditions [i .e.. the ability to 

pay] in any individual case." (Beveridge 1942, pp. 158- 159 quoted in Leichter, 1 76-66). 

This report formed the basis for the consideration of a comprehensive, national health 

@ Previously, "the community of citizens" was separated from the "outcast company of 
the destitute" - those who claimed poor relief or any form of welfare assistance (Marshall 
1964, 8 1). See T.H. Marshall. (1964). "Citizenship and Social Class." Class. 
Citizenship and Social Development for funher elaboration of the rights and duties 
philosophy. 
Sir William Beveridg e. ( 1 942). Social insurance and Allied Services. New York : 

Macmillan. 



care system and was followed up with a committee study ( 176). The Labour Party was 

elected in 1945 and inaugurated the National Health Service (NHS) in 1948. 

Until 1948, national health insurance had been limited to a portion of the working 

class under provisions of the National Health Inszrrance Act of 19 1 1. This act provided 

for a system wherein employees and their employers contributed to a social insurance 

scheme. Contributing workers. but not their dependants. were eligible for certain health 

benefits. By 1940, it was estimated that only about half of the working population was 

covered under this Bismarck-like scheme0"Ruggie 1996, 34). 

In contrast, the National Health Service provided universal, comprehensive health 

care, free at the point of delively. Moreover, financing came mainly from general 

taxation rather than tkom insurance contributions. As Leichter notes, the switch in 

financing from reliance on contributions to reliance on general taxation represented not 

only an administrative change, but more imponantly a significant ideological shift: 

The departure from a health insurance to a health service 
system represents an important administrative and 
ideological change. The change occurred in pan because 
Bevan [the Minister of Health] believed that contributory 
health insurance schemes were unwieldy to administer, too 
costly, and tended to exclude noncontributors. Beyond 
these administrative objections lay a more fundamental 
ideological point. This was the belief, shared by an 
increasing number of people in Britain and certainly by the 
Labour Party and its supporters, that everyone has a right to 
complete medical care services, regardless of ability to pay. 
And, as is true for other rights, such as justice or liberty or 
education, it is the responsibility of the state to provide that 
service. Beveridge had said in his report that "restoration 
of a sick person to health is a duty of the State," and so it 
was to be under the NHS. Ideology clearly influenced the 
fi nancid provisions of the NHS (1  84). 

Y l e r e  is no doubt that the British government heavily imitated Bismarck's original 
concept. Lloyd George took a trip to Germany in 1908 and the following year took initial 
steps to introduce compulsory health insurance. He. like Bismarck, identified social 
reforms as a strategy to preserve the capitalist economic system (Leichter, 162- 163). 



Thus. the inauguration of the National Health Service reflected the fact that there 

had been an ideological shi% in policy thought. Citizens not only had social riphts 

(including the right to health care), but it was the duty of the state to ensure those rights 

were met. The funding of the system through general taxes ensured that financing would 

be progressive as "the rich would be paying more for the health service bill than the poor 

throush higher taxation" (18 1).  Finally, the ability to claim access to health care as a 

matter of citizenship appeared to be a "win-win" situation for both labour and capital: 

people who had been denied modem health care due to financial constraints would now 

have access to same, and capital would have a healthier. more productive work force. 

As the German system before it. the National Health Service served as a model 

for other states to emulate. The result was that hvo classic health policy models - still in 

existence today albeit in somewhat revised forms - developed in most welfare-nationalist 

states: entitlement to tau-financed health benefits based on citizenship (the "Beveridge" 

model) and entitlement to health benefits based on the contribution to social andlor 

private insurance schemes (the "Bismarck" model) (Cichon and Normand 1994.323-24). 

While in Germany the national sickness insurance program after World War I1 extended 

"compulsory" coverage to most poor citizens and allowed those not in the "compulsory 

groups" to join voluntarily, the Bismark model does not reveal the same commitment to 

universalism as does the Beveridge one (Leichter, 143; 149). The main principles it 

reflects are freedom and choice. Theoretically. individuals are not forced to contribute to 

one particular scheme through the payment of compulsory taxes, but can choose a health 

insurance program (be it social insurance and/or a private package) which they feel will 

best meet their needs (Cichon and Normand, 325). These nvo models represent "ideal 

types" and many health systems by the 1970s represented a mixture of the nvo; there 

were health systems in welfare states that were both tax-financed and insurance-financed. 

and others that proclaimed a commitment to universalism while utilizing insurance 

schemes. For example, as will be seen in the Alberta case study, the Alberta system is 

financed by both taxes and insurance premiums. 



Health policy in the developing world took a variety of paths. Most of the new 

state leaders indicated that they would provide more equitable access to health care. and 

improve access to water and sanitation (Kanji et al986). Nevertheless while the new 

indigenous elite promised to make benefits more accessible, many of them: 

. . . continued to follow the old colonial tradition and the 
urban health services systems continued to receive much 
greater attention in the development of both the curative 
and the preventive aspects in contrast to the rural health 
services system . . . Community resources were made 
available to establish a number of hospitals. many with the 
latest sophisticated equipment for intensive care. open heart 
surgery. brain surgery, and cancer therapy services. on the 
model of the industrialized countries. The western 
industrialized countries also provided a reference Frame for 
institutions of education, training, and research. (264 
Benj ari ). 

In sum, most implemented policies reflected the uneven and dependent colonial structure 

and the class interests of the new ruling elite. 

Other than the United Nations through its organ WHO which promoted such 

programs as "population control" and "technological transfer," the Bretton Woods 

institutions did not directly involve themselves with health issues in the early post-war 

period. Modernization theory. after all, indicated that benefits would accrue to the 

population at large once economic development through industrialization occurred. The 

World Bark first got involved in the health sector in the late 1960s when it recognized 

that rapid population growth had a detrimental impact on economic development. it set 

up a Population Projects Department and began to fund population and nutrition projects. 

with its focus on family planning and population goals. In 1975, the Bank published the 

Health Sector Policy paper which outlined what it perceived its role to be in the health 

sector. The report indicated that the Bank should not fund health projects directly, but 

should keep health considerations in mind when fuading development projects. The 

Bank at that time did not think it was feasible to fund low-cost health projects and there 



was also uncertainty regarding its relationship with WHO, and what the Bank's "proper 

role" should be in the health sector (Stout and Evans 1997. 29). 

By the late 1970s, however, it was very obvious that improved economic growth 

did not automatically result in trickled down benefits and improved health: indeed. it 

often resulted in gross inequalities in wealth and access to health services. Thus a more 

direct effort in the late 1970s and onward was made by development agencies. global 

organizations and some govemmenrs to improve the health of many of the peoples of 

developing countries. One of the most well-known efforts in this regard is the Primary 

Health Care (PHC) program, a development strategy that has been promoted by the 

World Health Organization since 1977. WHO created a process objective of "Health for 

All by the Year 2000" (HFA) which continues to be promoted in a "renewed form 

t ~ d a y . ~ '  The four pillars of this objective as identified in the 1970s were appropriate 

technology, generating the political will to improve health. health sector co-operation. 

and community and individual participation (503-504). Equity in the availability and 

distribution of health care was also identified as a major cornerstone of achieving health 

(8 1 I ) .  Implementation of the PHC was viewed as the principal means to achieve the 

objective of "Health for All by the Year 2000" (503). 

PHC emphasizes the role of simply trained health workers. appropriate 

technology, referral systems and complementary policies and programs in other sectors. 

Activities range From preventative to rehabilitative and curative health care. It features 

equity in the availability and distribution of health care, active participation of the people, 

health promotion and prevention, economically feasible technology, and incorporates all 

sectors of human activities that directly and indirectly affect health. Education, nutrition. 

safe water and basic sanitation, maternal and child care, immunization, prevention of 

disease, promotion of mental health, treatment of common illnesses and injuries, and 

provision of essential drugs are dl identified as important aspects in health and health 

Commencing in 1995 WHO launched an "HFA renewal process" in "response to 
accelerated global change." It has recently come out with a new process objective, 
"Health for All in the Twenty-first Century," which will be discussed later in this chapter. 



care (8 1 1-8 13). PHC is a holistic approach that recognizes that health is linked to the 

distribution of resources both between countries and within countries, and incorporates all 

sectors of human activities that directly or indirectly affect health. Its fundamental goal is 

to ensure universal accessibility to the resources and services that promote health through 

cost-effective and community empowering means. 

Il l .  The Role of the CVorld Henlth Otganization 

When the primary health care approach and the Health for All by the Year 2000 

process objective were announced in the mid 1970s, they were a reflection of the 

"conventional wisdom" (as was the "rights" discourse before it) of what has been termed 

the "development establishment."" Indeed, WHO then - as it is today - was a 

"transmission belt" of positions and ideologies generated by those involved in the 

development industry although it was rarely perceived as such; rather. it was usually 

described as a "technical" agency. Navarro applies the false dichotomy analysis of 

po1itics:technology and ideologyiscience to the WHO institution: 

There is a great need to question two dichotomies: 
politics/ technology and ideology~science. . . science and 
technology are not neutral; they carry with them a set of 
values and ideologies that reflect and reproduce power 
relations. In that respect, WHO, while being, a technical 
agency of the United Nations, is also a political agency 
which reproduces and distributes political positions through 
its technological discourse and practices. Thus, it is 
important to question the prevalent vision of WHO as 
merely a technical agency committed to the eradication of 
disease in today's world. This vision belongs to the realm 

" This is Vicente Navarro's term. He identifies the development establishment as "that 
body of internationally minded individuals who are active in major Western aid agencies 
or who are their champions within Western political circles." ( 16 1 ). As indicated in 
Chapter Three, (capitalist) "development" became a shared objective of elites in both 
developed and developing countries. By the 1970s there was a recognizable mainstream 
development "establishment" or "industry." 



of appearance rather than reality. Like any other 
international apparatus, WHO is the synthesis of power 
relations (each with its own ideology, discourse, and 
practice) in which one set of relations is dominant. The 
dominant powers are the dominant classes in developed 
capitalist countries ( 1984(b), 165). 

As was shown in the last chapter. the international structure that was set up after World 

War I1 reflected the interests of certain classes and certain states. Navarro brings to the 

forefront that WHO is part of this same structure. Consequently, its ideas and actions do 

not overtly threaten the interests of those in power nor do they challenge structures and 

power relations themselves. With this analysis in mind, then, it should not come as a 

surprise - as it appears to do for the policy makers within WHO - that both the PHC and 

HFA policies were less than completely successful. 

In this regard, in 1995 a paper was produced by the WHO that examined the 

progress of the PHC. It identified many of the obstacles that hindered the PHC's 

successful implementation in developing countries, including the weak political power of 

national health ministries versus the strong political power of groups that have a vested 

interest in the status quo; the problems with co-ordination both internally and externally; 

the tendency of countries and donors to implement selective health care rather than 

comprehensive primary health care; the impact of structural adjustment programs and the 

move to privatization; and the weak international commitment in terms of resources. aid 

and enabling legislation. While the authors lament the fact that the "global community 

has let down the PHC movement" (60), no strategies are given that would challenge the 

status quo; rather, the authors indicate that WHO must adapt its strategies within the 

status quo to remain relevant. It is suggested that WHO must call for a new health 

partnership, make special efforts to reach the underprivileged, give renewed attempts to 

raise the quality and effectiveness of health services, and find an appropriate combination 

of strategies. Many of the same type of problems and strategies that were brought up 

with respect to the PHC are highlighted again in the Executive Summary of the "Health 

for All in the Twenty-tint Century" document: 



Over the past two decades primary health care (PHC), as 
the cornerstone of Health for All, has provided impetus and 
energy to progress towards HFA. Despite gains, however. 
progress has been hampered for several reasons, including 
insufficient political commitment to the implementation of 
Health for All, slow economic development, difficulty in 
achieving intersectoral action for health. inszfficient 
h d i n y  for health, rapid demographic and epidemiological 
changes, and natural and man-made disasters. Further. 
poverty has increased worldwide. Health has suffered most 
where countries have been unable to secure adequate 
income levels for all. 

Although the 2 1 st century brings new threats, new 
opportunities and approaches to overcome them are 
becoming available. Globalization of trade, travel. 
technology and communicarion could yield substantial 
benefits, provided serious potential adverse effects are 
addressed. Global environmental hazards require ugent 
attention. New technologies could transform health 
systems and improve health. Strong partnerships for health 
between private and public sectors and civil society could 
lead to stronger joint action in support of HFA. HFA is a 
vision that recognizes the oneness of humanity and 
therefore the need to promote health and to alleviate 
ill-health and suffering universally and in a spirit of 
solidarity. . . ("Health for all in the nventy-first century" 
document; vmw. who.int~+hfa,history.htm.). 

In sum, the WHO must "work harder" within the established rules and guidelines reiying 

on increased commitment, voluntary good will, and better collaboration and co-operation 

between different sectors and groups in a spirit of solidarity. While giving lip-service to 

the threats of "globalization" and "environmental hazards," the unmistakable thrust is that 

the hture is full of opportunities if it is "just managed right," preferably through such 

measures as "strong partomhips" between private and public sectors. 

This emphasis on "getting things right" and "partnerships" reflects not only a turn 

in developmental thinking since the 1970s but, more importantly, the increase in power of 



the other Bretton Woods institutions, the World Bank and the IMF, within the area of 

health policy. Since the late 1 970s both institutions have expanded their financial and 

'-technical" roles in the health sector. 

I K The Role of the Ffi~rld Bank 

After launching the PHC and HFA approaches in 1977, WHO and the World 

Bank established a working relationship. Specifically, in the 1980 Health Sector Polic~ 

Paper, the Bank committed itself to funding health projects directly, its policy 

emphasizing improvement in basic health care delivery. This policy change was justified 

for four reasons: the World Bank had the capacity needed to promote PHC in developing 

countries; lending for health was in congruence with its (then) commitment to alleviating 

poverty;"" the Bank was already involved somewhat with health issues ( i .e.. population 

projects) and this extension in policy would "complement and rationalize Bank 

activities;" and finally, lending for health could "serve as a vehicle for discussion of 

population issues and support of family planning services" (Stout and Evans 1997. 30). 

The Bank's position was that the role of government in health care was supported because 

of market failures in this area and the goal to provide equitable services. Critiques of 

government involvement at that time, therefore. were limited to improving the 

effectiveness of government expenditures. 

However. by 1 98 7, with the publishing of Financing Health Services ill 

Developing Cozmtries: An Agenda for Rejorm, the World Bank was overtly questioning 

the feasibility and effectiveness of a large government role in the health care sector. 

Specifically: 

The study argued that even in the absence of severe budget 
constraints, new approaches to the financing of health care 
are required in order to improve both the efficiency and 

- - - - - - 

"'I In the late 1970s and early 1980s. the Bank. in congruence with the "meeting basic 
needs" development theories at the time, adopted "alleviation of poverty" as one of its 
goals. The "meeting basic needs" and "alleviation of poverty" strategies were brief blips 
in the history of the development establishment. 



equity of health care. Four policies to reform government 
financing of health care were proposed: implementation of 
user charges at government health facilities, especially for 
drugs and curative care; introduction of insurance or other 
risk coverage to help mobilize resources for health while 
protecting households from large financial losses; more 
effective utilization of nongovemment resources, including 
nonprofit groups, private physicians, pharmacies, and other 
health practitioners; and introduction of decentralized 
planning, budgeting, and purchasing for government health 
services. particularly interventions that offer private 
benefits in exchange for a fee (Stout and Evans, 32). 

This report. and two other policy working papers that were published soon 

thereafter, reflected a change in World Bank policy in regards to health. First. there was 

an "explicit questioning" about the role of govemment in health care and an 

encouragement to make greater use of the private sector. Second, there was a "shift away 

from concern with the delivery of basic and primary health care to an interest in 

identifying and promoting major structural reform in the health sector" (33). Incredibly. 

it was suggested that increased private sector participation would contribute to "equity" 

even though the earlier Bank position was that the role of government in health care was 

supported because of the inability of the market to provide equitable services. This 

"policy turn" in health represented the co-ordination of tactics within the Bank: official 

World Bank health policy needed to correspond with World Bank actions (structural 

adjustment) and its ideology (neo-liberalism). 

The neo-liberal trend in World Bank health policy has carried through into the 

1990s. The WorM Development Report 1993: Investingin Health, emphasized 

"achieving the optimal mix of public and private financing and delivery of health 

services" (33). More specifically, as Laurell and Arellano have shown in their critique of 

this report, it was a neo-liberal agenda for action which promoted the recommodification 

of health care and cultivated the idea of health as an under exploited area for capital 

accumulation ( 1996). Significantly, this repon - heavily read and relied on by the 

development establishment - was made with the full co-operation of the WHO; in fact, 



the WHO had "been a full partner with the World Bank at every step of the preparation" 

(iii-iv 1993 WDR). A 1996 working paper, Public and Privare Roles in Health: Theon? 

and Financing Patterns, carried on in this vein and developed a "checklist" of what 

governments should and should not do in the health care sector. The authors of 

Evalrtari~~g Heaftlr Projects ( a  1997 World Bank publication) summarize this as follows: 

The prohibitions include: using the tau system or any 
system of public fees to force the poor to subsidize health 
care for the rich;-" tying public finance to public provision: 
and paying for health care through fee-for-service, 
especially when financing private providers, without other 
mechanisms to control expenditures. The encouraged 
government actions include: regulating private activity 
when providing information is not enough; delivering 
services when it is not possible to finance private providers 
equitably; stimulating competition in the provision of 
health care; and using regulation, mandates, training, and 
other interventions to help the private sector to function 
better (33-34). 

The 1997 repon concludes that the new policy focus of the Bank in regards to health 

centres around trying to find the "optimal roles" for governments, quasi-markets, and the 

private sector. This new policy focus. in turn, is "closely linked to larger issues of fiscal 

decentralization. privatization, and improvement in the effectiveness of public sector 

management" (34). The World Bank is "currently the largest source of international 

finance for the development and reform of health systems" (38) and smctural reform 

vis-a-vis neoliberalism, rather than the equitable delivery of basic and primary health 

care. is its goal. This, too, is the objective of the IMF although its contribution to the 

reform of social policy issues as will be shown next is slightly more indirect. 

"O Of course this suggestion directly contradicts the premise upon which the Beveridge 
model rests upon, that is, that the rich through progressive taxation subsidize the cost of 
health care for the poor. I will be examining this more closely in the "Role of Discoune" 
section of this chapter. 



K The Role of the IMF 

By 1995. through pamphlets such as the Social Dimensiotrr of rlre I~bfF's Policj* 

Dialogue, the IMF was attempting to explain more clearly its role in social policy issues 

in response to harsh criticisms about structural adjustment. In Social Dimensions the 

IMF's position is that economic growth, the control of inflation. and the promotion of the 

agricultural sector are elements that contribute to social development. In order for 

progress to occur in these areas, countries must have sound macroeconomic policies. that 

is, policies that secure financial stability with low inflation. They must also have sound 

reform policies which restructure the economy to provide a market-based environment 

with an outward orientation. 

In this pamphlet the IMF indicates that the poor are the ones that suffer the most 

when macrorconomic imbalances exist and that the IMF's financial support and policy 

advice paves the way to sustained economic growth (9). In other words, the IMF is 

arguing that its actions will (in due course) benefit the poor more than any other group. 

Finally, the IMF argues that health and sociai security expenditures, especially in many 

industrialized countries, have reached a level that is "unsustainable" ( 10). In Italy, for 

example. the IMF has drawn "attention to the importance of controlling entitlement 

spending. including public health care" ( 1 1 ). Recall from Chapter Three that the IMF 

Articles of Amendment were changed in the 1970s to reflect non-fixed exchange rates 

and that the IMF broadened its policy surveillance scope to include internal domestic 

policies. When the IMF changed its focus From stabilization to adjustment, policy 

surveillance was extended to include "reaching into the structure of the economy" as in 

the IMF's view: 

[tlhere is no definite frontier to distinguish the external 
fkom the internal dimensions of an economy. In order to 
assess the viability or appropriateness of an external 
payments position, an evaluation of the stance and mix of 
domestic policies is unavoidable. Accordingly, the 
obligations undertaken by members [of the IMF] must 
encompass the field of domestic economic policy by virtue 



of the inseparability of economic linkages (Guitih 1992, 
12). 

Thus, under the amended code of conduct, the IMF was given the power to 

undertake ongoing surveillance of policy objectives and instruments, both external and 

internal. According to monetarism, public expenditures (including health care 

expenditures) contribute to inflation. As controlling inflation is a goal of the IMF, it has 

taken on the role of "encouraging" members through direct consultations, structural 

adjustment programs, and the publication of its reports to curtail their public 

expenditures. 

As the lMFs involvement in Italy shows, the influence of the Bretton Woods 

institutions over health policy is not limited to developing countries. Nor, in fact. is the 

neoliberal agenda for action in the health sector restricted to the institutions of Bretton 

Woods. The Beveridge-based National Health Service (NHS) in Britain. for example. 

"became an object of scorn for the most ideologically committed [state] retrenchment 

advocates within the Thatcher government" (Pierson, 1994, 132) and the Conservative 

government immediately commenced an "erosion of services strategy" and promoted 

private insurance after it was elected in 1 979 . - I  Moreover, in the period 1992- 1996. the 

OECD published no less than eight policy studies that compared the reform of health 

systems that had been or were being undertaken in its member countries, while promoting 

further "reforms ." 

-' Despite continuous efforts, the NHS was not privatized. Most British citizens have a 
deep commitment to the National Health Service - the "jewel" of the welfare state in 
Britain - and vehemently opposed its dismantling. In an earlier analysis of the British 
situation, I came to the conclusion that the Conservative Government reached a 
"compromise with itself' in that it balanced its ideological principles with its goal to be 
re-elected. The final result by the 1990s was a tax-financed, semi-universal health care 
service provided with an "internal marketf' system. a system that theoretically is supposed 
to stimulate competition and enhance accountability and efficiency. Ironically, the 
government's commitment to market principles overrode its concern with expenditure 
costs (controlling expenditure costs was the initial reason given for NHS reforms), with 
the result that the reforms substantially increased government expenditures in the health 
sector. 



VI. The Role of the OECD 

An analysis of the OECD health policy study collection reveals a neoliberal 

position compatible with the positions of the World Bank and the IMF. In introductory 

statements contained in its policy studies collection, the OECD states that its member 

countries' health care systems (as they were in the 1980s) were not sufficiently meeting 

their shared objectives. These shared objectives are identified as i ) adequacy and equity 

to some "minimum of health services." 2) macroeconomic efficiency (health care should 

not take up an unreasonable portion of national income), and 3) microeconomic 

efficiency ("consumer" satisfaction should be realized at a minimum cost). Another 

objective identified by the OECD, but one that is not shared by all countries. is that of 

freedom of choice for consumers (OECD 1994(b), 14 ). An objective conspicuous in its 

absence is of course that of health in~provement. 

In one of its earliest reports. the OECD identified accessibility gaps. 

"unacceptably rapid increases" in the portion of national resources devoted to health care. 

inefficiency and poor performance as problems facing its members (OECD 1992. 7). By 

its fourth publication, however, it was minimizing the accessibility problem and focusing 

on the expenditure and inefficiency problems: 

If medical coverage was not as yet universal in the OECD 
area when the oil shock broke out, the access problem had. 
however. largely been solved. Hence, there was a shift 
towards efficiency and towards a slowing down in the 
growth of the preceding era's rapidly escalating 
expenditures (OECD 1994(a), 7). 

This quote is revealing in two ways. First, it shows the OECD's focus to be on the 

curtailing of expenditures and the increasing of efficiency rather than on improving 

accessibility, based on its highly dubious (and unsubstantiated) claim that the "access 

problem" had "largely been solved by OECD countries in the 1970s.-' Second, it 

-2 It appears that many other people have made this same type of observation as revealed 



suggests that the international oil shock acted as at least one impetus for the reform of 

health care systems. 

The OECD, however, does not follow through further on this latter observation 

and give any form of macro-structural analysis. "Sluggish economic growth" (OECD 

1994(b), 1 1 ) and "strained budgets" (1 995(b), 7) are "difficulties" the health care systems 

must adjust to. in the same way they must adjust to "ageing populations" and the 

"potential costs arising from the continuing development of health technologies" 

( 1994(b). 1 1 ). Moreover, in its view, many of the earlier identified problems are not 

caused by these "difficulties" but "arise from remediable flaws in the way in which the 

financing, payment and regulation systems for health care are designed" ( 1992. 7). 

These comments and the emphasis the OECD places on cutting expenditures and 

increasing efficiency, reveals that the level of analysis the OECD has chosen to use in this 

series is one that focuses on the health systems themselves and not one which challenges 

- or even attempts to explain - the premises of the larger political and economic context. 

The OECD reflects its monetarist leanings in giving considerable emphasis to the 

controlling of expenditures especially through "supply side" factors.'' Statistics compiled 

and published by the OECD reveal that total health care expenditure in the OECD 

countries as a whole more than doubled as a share of GDP. from -1943 in 1960 to just over 

8910 in 1992. However, overall there has been a decrease in the rate of growth of health 

care expenditure in relation to GDP in the period 1980- 1992 compared to the 1970s. In 

the 1970s the rate of growth was 1.99'0; in the period 1980- 1992 it had decreased to 0.8% 

( 1995(b), 9). Major components of growth are identified as hospital services in the 

by the following comment made by the OECD Director for Education, Employment, 
Labour and Social Affairs in the OECD's sixth publication in this series. "The recent 
emphasis on the high cost of health care has led many commentators to identify 
expenditure restraints as the main objective of the OECD governments seeking to reform 
their health systems. To the contrary, cost-effectiveness (the d e l i v e ~  of appropriate, 
quality health services at the lowest possible cost) is the main focus of recent health 
reforms within OECD countries" (OECD 1995(a), 3). 
'3 Monetarism is characterized by, and often referred to as, "supply-side economics." In 
contrast, Keynesian economics is well known for its focus on "demand management." 



1970s, and ambulatory, pharmaceutical and/or "re~idual"'~ components in the 1 980s ( 1 0). 

On average, public expenditure in health spending in OECD countries rose from 63.9'6 in 

1960 to 79.19'0 in 1980 - a factor attributable in part to the increased coverage of public 

insurance - but declined to 74.7941 in 1992 ( 11 - 12). Finally. the employment rate in health 

care services in OECD countries as a group is 6-7910 of total employment and it is noted 

that "[hlealth care providers make up an important industq in OECD economies" ( 13). 

The conclusion reached by the OECD after providing these statistics is that too much 

public money. even with the curtail in public expenditures and the decline of growth 

rates, is being spent in the provision of health care and that this is misallocation of funds 

is stunting overall economic performance. Specifically, it is noted that the statistical 

review: 

suggests that. in considering reforms, governments need to 
look beyond the immediate problems of public finance and 
deficits to the broader issue of the efficiency of health care 
provision and the implications for overall economic 
performance. Channelling more resources than necessary 
into the health sector reduces the capacity of economies to 
expand over time. Unnecessary increases in health care 
spending also limit governments' fiscal capacity to address 
other social goals, including those which might have a 
greater positive outcome on health outcomes" ( 1  2). 

This quote reveals that the OECD sees the task of its member states to be that of 

completely reorganizing their health care systems via expenditure cuts and reform in 

order to improve economic performance. While there is mention made about 

unnecessary spending increases in health care diverting funds fiom other important social 

goals, this comment must be understood in its context. Access to health care is not 

viewed as a social right of citizens in order for them to enjoy health and well being, but is 

instead viewed as a social investment, an investment which is believed will contribute to 

the interests of the economy. To put it simply, the "health" of a national economy is 

paramount over that of its citizens. This q u m e n t  is highly reminiscent of modernization 

This term will be explained in more detail later in this section. 



theory because the connotation is that if the economy is healthy then people will be 

healthy, i-e., benefits will trickle down to the public at large. (Of course, as was earlier 

discussed, that this reasoning is fallacious was obvious by the early 1970s). Moreover. 

arguing that spending on health care may be divemng funds from other social goals 

creates a situation of divisiveness: social needs, from health care to education to social 

welfare, are put into competition with each other. Notwithstanding these arguments. 

however, the OECD sees the funher cut back of public health care expenditures as an 

important element to improve economic performance. 

In Chapter Zm5 of Xerv Directions in Healtlz Care Policy (OECD Health Policy 

Studies No. 7. 1995) the OECD categorizes the "driving forces" of too-large health care 

expenditures into "demand" and "supply" factors. Demand factors include ageing. 

increased income and increased insurance coverage ( 13). It is estimated, however. that 

all these "demand factors only account for 40-5096 of the growth of health care 

expenditures and so, it is argued. one must look at the "residual" or supply-side factors in 

order to get the complete picture on health care costs. Supply factors include 

technological change. an increase in medical personnel and facilities and an increase in 

real health care prices. The most important supply-side factor is identified as 

technological development. It is argued that, due to the small role of the market in health 

care systems, the value of using or purchasing certain technologies is inadequately 

assessed ( I  8). Doctors feel compelled to use new technologies and national insurance 

systems usually cover the cost with few questions. However, it is also noted that the 

impact of technology is difficult to assess, and that it may attribute more to cost-saving 

than is generally acknowledged ( 17). In regard to medical personnel and facilities, the 

OECD suggests that there is an oversupply of both, which may contribute to 

"supplier-induced demandw' (e.g., doctors encouraging patients to "consume more 

services" than is medically necessary; greater competition among doctors may make 

them "more willing to comply with patient demands"; oversupply of hospital beds may 

encourage longer hospital stays). Nevertheless, the degree to which supplier-induced 
- -. .- 

Chapter 2 is entitled "Health Care Expenditures and Their Driving Forces." 



demand may have increased expenditures is "difficult to judge" (19). Finally, OECD 

statistics reveal that there has been a real cost increase in health care inputs adjusting for 

inflation although cost increases may have been offset "both in terms of quantity and 

quality" by "unrecorded increzses in productivity" ( 19). 

In sum, the OECD argues that it is necessary to further curtail public health care 

expenditures in order to improve economic performance. "Supply-side" factors are 

targeted as the elements to reform. These arguments not only correspond with the 

neoliberal arguments and actions of both the IMF and the World Bank with respect to 

health care policy, but are also in conbmence with the larger task of global economic 

restrucnuing as was outlined in Chapter Three. 

Policy analysis of the type given by the OECD, the World Bank and the IMF, 

while delivered in an economic techno-rational discourse and garbed in the cloak of 

science, is not an exact science. The OECD, for example, argues that "supply-side" 

facton have driven up expenditure costs but whether this is really the case is "difficult to 

judge." Moreover, economic discourse is neither objective nor value neutral although as 

Harpham and Scotch argue, most economists are loath to admit this point: 

. . . claims to value neutrality or to a limited scope of 
inquiry are not limited to economic analysis. Other modes 
of discourse have had similar claims to impartiality and 
expertise made on their behalf in the past. But one of the 
distinguishing characteristics of those who tum to 
economic analysis as a political language for discussing 
political affairs is the vehemence with which such claims 
have been made. Economists are often indibaant when 
questions are raised about the assumptions or limitations of 
their padcular mode of inquiry. They are engaged in the 
rigorous scientific pursuit of knowledge, economists 
maintain, and their task is not to propagate my particular 
ideological perspective for viewing the world. The degree 
to which nonspecialists have meekly accepted such claims 



to rigor and scientific objectivity says much about the 
legitimacy that economic analysis has acquired in the 
modem world as a mode of political discourse ( 1  988.2 IS).  

In other words. although denied and obscured, economic analysis is a tool for discussing 

matters that are inherently political and is in itself a political language. In this regard. the 

subject matter and discourse of economic analysis is embedded in the historical and 

capitalist assumptions of such classical political economists as Adam Smith. David 

Ricardo and John Stuart Mill who never deigned to divorce economics from politics 

(Harpharn and Scotch 1988.221). The abstract "separation" of economics and politics as 

disciplines occurred in the latter half of the nineteenth century, at the same time state 

leaders were restructuring state-society relations in order to divert explosive class action. 

and after politicians had already in practice distinguished between politics and economics 

in the international liberal order. As the limitations of classical political economy 

analysis grew when applied to modern capitalism, attempts were made to make the 

language and substance of economic analysis more directly relevant to late nineteenth 

century realities (220).  The result - neo-classical economics - rested on many of the same 

basic assumptions as classical political economy, but the scope and method changed to 

make it more relevant to nineteenth century capitalism. Even the name "neoclassical" 

infers that the theory is a new twist on an old idea. 

Recall the discussion in Chapter Three that the observation of the distinction 

between economics and politics by those in positions of power creates the illusion that 

the economic regulation mechanism is separate fiom its political roots. Over time this 

illusion becomes a reified structure and economic "laws" begin to constrain the 

potentialities of politics. The ideas and theories (or "ideologies1') of intellectuals unite 

and give meaning to the dominant practice, contributing to the perception that there are 

no other alternatives. The theories of neoclassical economics turned attention away from 

the social basis of capitalism and the generation and distribution of wealth over extended 

periods, towards the ideas of scarce resource allocation and choice. The concept of 

"economic man" (man as an inherently self-interested and rational creature) became more 



sophisticated and around it grew the concepts of "consumer sovereignty" and the 

"doctrine of perfect competition." In the dnve for analytical clarity and rigor. 

mathematics was introduced (222). The practice of neoclassical economics produced an 

abstract and specialized language of discourse which gave pre-eminence to analytical 

reasoning and the study of human behaviour, and abandoned the overtly political 

discourse and the problems which had intrigued earlier political economists. 

Nevertheless, it is important to note that: 

[i]n abandoning the concerns found in more traditional 
forms of political discourse, economists were not 
eschewing involvement in the world of politics, nor were 
they claiming that nothing could be done by the state to 
promote economic well-being in the society. The new 
vocabulary introduced into economic discourse by 
neoclassical economics opened new ways of thinking about 
when and how the state should act in economic affairs. 
Ultimately. neocIassical economics not only furnished a 
new perspective for studying the world, it also provided an 
idealized vision of the world against which existing 
conditions could be judged and from which public policies 
could be developed (223). 

Thus. by further abstracting the relationship between politics and economics. the theories 

of neo-classical economists meshed with the actions of state leaders in the international 

liberal order. Moreover, as state-society relations were restructured, neoclassical theories 

provided legitimation and new ideas for state involvement. 

By the 1920s it was obvious that the discourse of neoclassical economics was 

being used by financial elites and state leaders. The decade of the 1920s was dominated 

by an initiative by private and central bankers throughout the advanced industrial world 

to restore the pre- 19 14 liberal international monetary and financial order in which they 

had been so prominent. These attempts were associated with the League of Nations and 

its Economic and Financial Organization (EFO) (Pauly 1997, 133). EFO members 

portrayed themselves as "technicians" involved in "technical" problems (46) with the 



underlying aim to assist with the "natural" policy convergence among member states and 

to assist in financial crisis management (59). The League was able to effectively 

co-ordinate the interests of bankers, bond holders and a few heavily indebted states ( 133). 

Though an inherently political organization, the League through the use of neoclassical 

economics terminology portrayed its decisions and actions as "natural." "economic" 

inevitabilities. which only required some "technical" tweaking. Moreover. the regulation 

of the international monetary order was portrayed by the financial community (and later 

by governments) as a complicated economic matter (i-e., not a political matter) best lefi in 

the capable hands of bankers (McQuaig 1998, 190). The gold standard was the best way 

to enforce "discipline" on a demanding population, one which was exacting social 

programs - including health care insurance - and higher wages. Under the rules of the 

gold standard. social demands were impossible to meet as in order to maintain the value 

of the currency under the gold standard regulatory order, domestic prices and wages 

needed to be suppressed ( 139). These examples reveal that not only were the neoclassicai 

theories being used by elites to justify their actions, the use of these theories was 

excluding public participation and criticism as they were too complicated (in a technical 

discourse sense) for the lay public to understand. 

The "embedded liberal" paradigm broke with neoclassical economic theory based 

as it was on a new class compromise and Keynesian economic theory. The concept of 

social rights started to become part of the political discourse and Keynesian economic 

theory through demand management was able to economically facilitate the "duty" of the 

state with some of the "rights" of its citizens. Nevertheless, the gulf of technical 

discourse between economists and the public continued to widen and the division 

between economics and politics, while narrowed, still remained. Moreover. the concept 

of social rights, associated with the rise of the welfare state and threatening the economic 

power base of elites, never achieved in practice the same status as political and civil 

rights. The social "right to health," for example, was never really accepted by all 

Western industrial democracies as evidenced by the existence of two health care models : 

one based on the social rights associated with citizenship, and one based on a 



contributory scheme. Moreover, while Keynesian theory became the basis of the "mixed 

economy" ideology that held the new structure together, other ideologies which reflected 

the interests of financial and industrial capitalists and which attacked Keynesianism and 

the concept of social rights - especially neo-liberalism - were discussed and promulgated 

through international communities and think tanks. As the contradictions described in 

Chapter Three in the global economic and political structure grew. and as Keynesian 

economics continued to show more and more anomalies, the policy paradigm of 

neo-liberalism was vigorously promoted as an alternative that could provide solutions. 

The policy paradigm of neo-liberalism is in many respects a repackaging of neo-classical 

economics with its focus on Freely operating markets and the control of inflation. as 

opposed to the Keynesian principle of state intervention to regulate demand and the 

objective of Full employment. In particular, Milton Friedman's theory and advocacy of 

monetarism - the notion of controlling inflation through the growth in the money supply - 

is a new way to apply the principles of neoclassical economics to the post-World War 11 

era. 

Current economic discourse is therefore not value neutral nor objective. It is 

embedded in the principles of neoclassical economics and is used to propagate the 

neo-liberal ideological perspective and champion the interests of powerful classes and 

states. Nevertheless, cloaked in the garb of science and "fact," current economic 

discourse has effectively challenged the idea that citizens have social rights. 

An obvious example of how discourse is used to challenge the idea of social 

rights and citizen entitlement is found in literature that promotes the restructuring of 

health care away from Beveridge-like models toward more Bismarck-like systems. As 

was described earlier, one of the most important elements of the Beveridge model is its 

adherence to universalism: access to health care is viewed as a citizenship entitlement, 

available to every citizen regardless of socio-economic circumstances or labour force 

participation. The commitment to a universal system reflects a number of redistributive 

and ideological objectives and assumptions. First, it reflects the belief that everyone has 

a right to health care and that the state can be used to facilitate this goal. Second, the 



funding of the system through general taxes promotes progressive financing as the rich 

pay more for the system than the poor through higher taxation. Third. it is argued that if 

a system is universal most people in a society - including those who can most easily 

afford to pay for such services privately - will be willing to suppon an inclusive. public 

program through taxes as they receive tangible benefits. A universal system, the 

argument goes. allows the pooling of resources so that evelyone - regardless of class - can 

benefit from health services in times of need. If, however. people can opt out of a public 

system, those who can most afford to will more likely do so, leaving the public system 

bereft of resources and thus inadequate to meet the needs of the poorer population 

(McQuaig 1993. Chp. 2). 

The World Bank repons that were being published by the 1980s and 1990s. 

however, directly challenge the premises of the Beveridge model. Financing health care 

provisions through the tax system. argues the World Bank, creates the unfair situation of 

forcing the poor to subsidize the health care of the rich (Stout and Evans, 33-34). This 

declaration of the World Bank is stated as an economic fact (i.e., it is objective. rational. 

scientific and correct) and the use of deceptively simple logic framed within the 

"fairiunfaii' context makes the declaration seem eminently reasonable. There is no 

indication that this position is a theoly, let alone that it is influenced by ideology. and 

therefore could in fact be wrong (which, I would suggest, it is!). This practice is also 

employed by the M F  when it indicates that its only economic alternative is structural 

adjustment, and that the actions it employs under the mantle of structural adjustment will 

benefit the poor more than any other group because the poor are the ones that suffer the 

most under macroeconomic imbalances. 

Another example of how discourse is used to challenge the idea of social rights 

and citizen entitlement is in the emphasis of taking individual responsibility for health. 

Also known as the "blame the victim" or "lifestyle theory," the main message is that 

diseases (such as cancer and heart disease) are caused by an unhedthy lifestyle. 

Imponant elements of the lifestyle theory include eating nutritional foods, not smokin_r, 

avoiding the misuse of alcohol aud drugs, exercising, avoiding stress and seeing your 



doctor on a regular basis (Tesh, 40-4 1). Many of the views of the lifestyle theory are 

contested, for example, there is not (contrary to what one reads in the media) a clear and 

independent link between chronic diseases and diet (43). Critics also argue that it puts 

the burden of change on individuals who have unequal abilities to change their 

circumstances and habits, and ignores the social changes that need to occur for there to be 

health improvement. Other theories, such as the environmental theory which argues that 

chronic diseases are caused by toxins in industrial production, compete for paradigmatic 

primacy (45). Nevertheless. the lifestyle theoly has become the most popular 

twentieth-century health theory. The theory is attractive because it reinforces the ideals 

of liberal individualism (self-reliance and having at least some measure of individual 

control over the time and nature of death) and has come to stand for upward mobility 

(46). The emphasis in this theory shifts attention away From the state having the duty to 

provide access to health care towards individuals taking responsibility for their own 

health. Despite the lack of firm conclusions, the lifestyle theory is being promoted by 

neo-liberal think tanks, international institutions such as the World Bank, the IMF and the 

OECD, and some governments'" because it strengthens the notion of liberal 

individualism. it is in congruence with the rollback of the state, and it could reduce 

medical care expenditures if it is accepted by the society at large. As Tesh rightly points 

out, lifestyle theory resembles nineteenth cennuy miasma theory in its preoccupation 

with minimizing state expenditures and in this area is "even better, because the 

prevention policies it implies cost the government virtually nothing." Thus, "[clhanging 

one's lifestyle means participation in a societywide effort to reduce the amount of public 

money spent on medical care" (47). 

A third and final example of how discourse is being used to promote the 

neoliberal ideology and minimize the idea of social rights is the replacement of the 

"citizen" with the "consumer." This seemingly imocuous replacement is fraught with 

semantic meaning for while a citizen has political, civil aod social rights (or citizenship 

- - 

- 9 4 s  will be shown in the case study portions of this thesis, these governments include 
the government of Ghana and the governments of Canada and Alberta. 



entitlements), a consumer has none. A consumer is not entitled to anything; a consumer 

is simply a purchaser of goods and services with a "purchasing power" dependent on the 

bank account balance. Accordingly, when the term "consumer" is used in health policy it 

erodes the idea that access to health care is a citizenship entitlement. Related to this is the 

gradual but consistent substitution of the term "health care" with the term "health 

services." While the word "care" is inherently emotive and thus somewhat difficult to 

quantify and commodify. "services" are regularly bought and sold. Thus the message 

conveyed in the use of this economic discourse is that citizens are no longer entitled to 

health care. but that consumers may purchase health services. The use of this discourse 

has become more prevalent and, as will be revealed next, has become increasingly 

important as the thrust for increased global trade continues. 

V M  Henlth "Services" nrtd World Trade 

The completion of the Uruguay Round ( 1986- 1994) saw the creation of the World 

Trade Organization (WTO) on January 1, 1995. Whereas GATT had dealt with trade in 

goods, the WTO and its agreements have been expanded to include trade in intellectual 

property and services. including "health and social services." Thus the more recent and 

persistent use of the word "services" in health policy literature is not a coincidental 

choice, but reflects the trend toward the commodification of I~ealth "care" on a global 

scale. 

Indeed. the expansion of trade in social policy areas is seen as a largely untapped 

source of opportunity. A recent background note by the Secretariat of the WTO 

indicates, for example, that the "forthcoming round of negotiations under the GATS 

[General Agreement on Trade in Services] offers an opportunity for WTO Members to 

reconsider the breadth and depth of their commitments on health and social services. 

which are cumently trailing behind other large sectors" ( 1, 1 998). While recognizing that 

"[hlealth services are normally provided in an environment significantly different from 

the textbook idea of a market economy" (7). this in itself should "not argue against 



market-based reforms" (8). What governments need to do, the background note urges, is 

"define a consistent set of policy goals, and, consequently, create a regulatory framework 

encouraging efficient resource use in pursuit of these goals" (S). 

The WHO is in support of this development. It recently ( 1998) devoted an entire 

publication - lnremational Trade in Health Services: A Deve/opment Perspective - to the 

exploration of international trade in the health policy area. The fint chapter-" in the 

publication produced by the UNCTAD Secretariat, points out the potential of 

cross-border supply of medical services as a reduction in government insurance coverage 

(in almost all countries "including the most highly developed") has opened up more 

scope to the private sector. Indeed, in a convoluted twist of logic it indicates that 

developing countries - w i 3  their "competitive advantages" of "lower cost skilled 

personnel. cultural factors, natural endowments, and unique forms of medicine" should 

take advantage of this oppomnity to trade in health services as a means to pay for their 

national health programs. programs which have faced acute restructuring problems as a 

result of IMF'World Bank imposed conditions (32). Another chapter entitled 

"Opportunities and Challenges for Developing Countries in the Health Services Sec~or," 

argues that despite the dangers of a brain drain of skilled professionais, an outflow of 

financial resources and the creation of a two-tier system with higher quality being given 

to foreip patients, there are also opportunities developing countries should consider, 

including the increasing mobility of health-care consumers and professionals, increasing 

consumerism, the information revolution, an ageing population, and the growing number 

of elites in developing countries with disposable income (Woolvaardt). Finally, in the 

chapter "GATS Commitments in the Health Service Sector and the Scope for Future 

Negotiations," states are encouraged to think of these things now as "future rounds of' 

multilateral negotiations are likely to come closer to exerting pressure for changes in the 

trade regime by seeking a higher degree of openness in specific areas of commitments in 

health services" (Butkeviciene and Diaz, 135). Despite the real dangers to national 

" The chapter is entitled "International Trade in Health Services: Difficulties and 
Opportunities for Developing Countries ." 



objectives increased liberalization in health services could entail, the Director-General of 

WHO and the Secretary-General of UNCTAD proclaim in the Fonvard of this publication 

that they "are convinced that international trade in health services and public health action 

can be mutually supportive [as] [aldditional revenues from export earnings can be used to 

improve both public health services and other health determinants such as education. 

sanitation and housing. In tum. public health action. in particular national regulatory 

frameworks, makes a quantifiable contribution to improving a country's export potential" 

(vi). 

"Tradeable health services" are thus portrayed as a real money-making potential 

for developing countries. Whether this is really the case, and whether developing 

countries really have any "advantages," is doubtful indeed. In this regard. McKinlay as 

early as 1 984 revealed that U.S. based corporations such as General Electric. AT&T and 

tobacco industry giant Philip Morris had transformed a former health services "cottage 

industry" into one of the largest and fastest-growing industries in the United States. 

Capitalist enterprises have found the business of medicine and health services to be a 

highly desirable area as there is a large "market" which appears to have unlimited 

"demand," there is access to technology in the health sector which can in turn be diffused 

to other sectors in a corporation which increases its competitive positive. the state has 

proven to be guarantor of profit in the health area, and the association with medicine has 

public relations benefits as it enables corporations to appear benevolent (5-7). "Even 

larger" insurance companies and financial institutions have also penetrated the health 

sector and again, as early as 1984 were experiencing "phenomenal success" (6). 

Identifying early on the "health care market" as one with potentially unlimited demand. 

huge corporations have encouraged and positioned themselves for the increased 

liberalization of health services. As health policy analyst Colleen Fuller outlines in her 

1998 book Caring for Proflt. health services and insurance corporations persistently 

lobby governments for free trade so that they can gain access to foreiba markets. For a 

domestic health service company to be globally competitive, however, it has been 

recognized by both the industry and governments that it needs to have domestic success 



first. A government's decision, therefore, to assist the health industxy in its export goals 

also means that domestic policies and the national regulatory framework will change to 

encourage the industry's success in the domestic market as well." Today, world-wide 

expenditures for health services (exciuding supplies and bio and information technology) 

are currently more than US$3 nillion annually (Fuller 1998, 7). With the huge "head 

start" American-based companies have in the health sector. including domestic policy 

support, it appears that developing countries are again being encouraged to endorse and 

participate in a trade system where their true "competitive advantages" are few. 

Moreover, the repercussions to the majority of their citizens could be severe as 

"consumer purchasing power" rather than "citizen entitlement" determines who and who 

does not gain access to health "services." 

In this chapter, health policy milestones were studied within their historical 

economic and political contexts. It was revealed that miasma theory interpreted within a 

capitalist context developed into modem public health measures, European-based 

exploration and colonization triggered the international health rnovcment. and the 

attempts to presewe the capitalist political and economic system produced comprehensive 

health insurance and national health systems. Health policy is thus the product of 

competing state~class interests within the framework of world economic development. 

Health policy is also simultaneously a reflection of, and legitimized by. dominant 

ideologies. For example, the argument for public health measures in Great Britain was 

not made in t m s  of the collective good, but was rather expressed in the Framework of 

liberalism and limited government. Similarly, post World War II health policy in many 

"% practical terms, this can mean that governments will implement policies that directly 
promote private sector participation (i.e., changing insurance regulations, allowing for 
contracting out) as will as indirectly encourage it (closing public hospitals resulting in a 
shortage of needed hospital beds) (Fuller 101). Policies such as these will be further 
explored in the Canada-Alberta context in tbe Alberta case study chapter. 



Western industrialized states was based on the ideas of citizen rights and state duties 

facilitated by Keynesian economic policy. In sum. milestones in health policy have at 

differing times been constrained by overarching sets of ideas - or policy paradigms - that 

at root reflect dominant interests. 

After World War 11, international institutions such as the WHO, the World Bank. 

the IMF. and the OECD acted as "transmission belts" by reproducing and distributing the 

dominant political positions through discourse and practice. Because the institution of 

the WHO is a reflection of power relations and not merely a technical agency committed 

to the eradication of disease in today's world as it is popularly portrayed, its ideas and 

actions do not overtly threaten the interests of those in power nor do they challenge 

structures and power relations themselves. This explains why its main policy initiatives. 

Primary Health Care and Health for All, work within certain parameters and do not 

directly challenge the status quo. 

As contradictions within the global economic and political structure grew. and as 

Keynesian economics continued to show more and more anomalies, the policy paradigm 

of neo-liberalism - and a health policy in congruence with same - began to be vigorously 

promoted by the World Bank, the IMF and the OECD as an alternative that could provide 

solutions. Although proposed health care policy reforms are delivered by these 

institutions in an economic techno-rational discourse and garbed in the cloak of science in 

an attempt to appear objective, value neutral and scientific, they are none of these things. 

Indeed, current economic discourse is historically embedded in the principles of 

neoclassical economics. It propagates the neo-liberal ideological perspective, champions 

the interests of powerful classes and states, and encourages the continued 

commodification of health care (or "services") on a global scale. 

This chapter highlighted the roles of ideas (theories and ideologies) and 

institutions (states, markets, international organizations) in the development of health 

policy milestones and disclosed important linkages and relationships in the global 

economy. Health policy is not an exact science, nor the result of economic or global 



114 

imperatives. Rather, it is a product of competing srateiclass interests and dominant 

ideologies within the framework of world economic development. 



Chapter Five: Ghana Case Study 

In this chapter Ghana's health care policy is examined within its historical 

political and economic context. Specifically, its development is traced from its 

pre-colonial roots to the restructuring that is occurring today, looking at such issues as 

prevention and treatment; effectiveness, equity, access, and efficiency; and cost and 

financing. People's experiences with health policy are explored to see if they are neutral 

or whether they are differentiated by race, class and gender. Particular attention is paid to 

the relationships benveen external influencesiintemational institutions and the capacity 

and autonomy of the Ghanaian state in the fornulation of health care policy. The 

comprehensive approach taken in this chapter reveals that the major turns in health care 

policy in Ghana have been systemically related to the forms and phases of world 

economic development. 

I. The Pre-Colonial an J Colonial Period 

Although the peoples of Ghana had contact with Europeans as early as the 

fifteenth century (an area known then as the Gold Coast), the area was not formally 

colonized until 1874 when a British Order in Council created the "Gold Coast Colony." 

In 190 1, following a war with the Asante, the British formally extended their colonial 

control over the Ashanti Protectorate and the Northern Territories. In 1922, Britain 

acquired the area known as British Togoland. Complete British colonial rule was 

maintained over these territories until 195 1. The formal colonization of the area now 

known as Ghana, therefore, took place during the hey day of imperialism. 

The environment along the west African coast was extremely dangerous to the 

health of Europeans - malaria and yellow fever especially took a terrible toll. Gaining a 

reputation as the "White Man's Grave," the British as early as 1750 were promoting 

efforts to control or eradicate epidemic diseases (Twumasi 198 1, 147). As hunett has 

pointed out, however, "the image of West Africa as the 'White Man's Grave,' accurate as 

far as it went, enabled officials to gloss over the greater enormity of the 'Black Man's 



Grave"' (2 17). Indeed, as the colonization process deepened, so did the health threat to 

the indigenous peoples. 

In pre-colonial times, indigenous or "traditional" medicine in the area was based 

on both the spiritual and the rational; spiritual divination and possession were used in 

combination with physical corrective measures such as herbs and bone setting. and 

preventati1.e measures such as village sanitation. The Asante. for example. while using 

religious and psychological methods, also pioneered an effective technique to remove 

guinea worn (a technique which is still in use today) and canied out inoculations (Maier 

1979, 67-69). Moreover, traditional healers had a moral duty to heal irrespective of a 

person's social status (Aidoo 1982,649). Traditional medicine in pre-colonial times was 

thus effective in the prevention and cure of many indigenous ailments and was denied to 

none. 

However, as the colonial process deepened and capitalism penetrated h h e r  into 

the interior, new diseases such as syphilis were introduced to the indigenous peoples 

(Tsey and Shon 1995.620). Land drainage and the clearance of sites for development 

projects created new niches for infectious organisms. Rapidly urbanizing railroad and 

gold mine towns with their appalling sanitary conditions created a breeding ground for 

epidemics. Diseases then spread rapidly throughout the country as the railroad was built 

(Twamsi  195 1. 148). 

In the beginning the colonial government showed no interest beyond piecemeal 

clean-up campaigns in the railroad and gold mine towns (Tsey and Shon. 6 15; Dumett. 

6 1 9). However, by the early 1 900s, "protecting the safety and health of Caucasian 

construction workers became a major plank in public health policy" as many European 

workers were dying and productivity was held up (Tsey and Short, 6 16). The cornerstone 

of health policy was the protection of European workers as African labourers were 

considered an expendable resource (Dumett, 227). In fact, although mechanical mining 

started in 1877, sickness and mortality records of African workers were not even kept 

until 1925 (2 15). The provision of health care services was limited to administrators. 

officials, merchants and other Europeans (Anyinam 1989, 532). As clinics and hospitals 



were built in h e  urban centres for the Europeans (laying the Foundation for 

urban-oriented care), British administrators actively discredited traditional healers with 

the result that most of them fled to the rural areas fearing prosecution (Twumasi, 147). A 

popular "preventative" measure for the spread of disease was the segregation of Africans 

from Europeans, which seems designed only to prevent diseases for Europeans and seems 

to assume that Africans were the only ones who transmitted diseases. 

By the 1920s, however, a small African elite had emerged. Included in this elite 

were merchants, as well as accountants, stores assistants, and locomotive drivers who had 

become pivotal workers in capitalist enterprises (Tsey and Short, 6 18). This African elite 

did not oppose the principle of racial segregation per say, but wanted to be treated 

differently than the rest of the African majority and thus "African residential" areas were 

created for them. Thus, by the mid 1920s "racial and social class considerations in 

colonial public health policy resulted in three-tier urban townships in the Gold Coast - 
European segregated areas. African residential areas. and urban townships - all of which 

were marked by massive irregularities in the distribution of social Facilities and life 

chances" (620). 

There were other. more indirect consequences upon health and health policy with 

the imposition of colonial rule. First. the area now known as Ghana was formally 

incorporated into a world "system," and became subject to this system's political and 

economic "rules." As was shown in Chapter Three, the rules of this system were not fair 

and unbiased but were set up in the interests of certain states and classes who were able to 

foster their domestic industrial growth through the ownership of colonies. This 

incorporation bmkered the process of uneven development and would prove to have 

long-term consequences. Second witb the penetration of capitalism, the dynamics of 

land tenure and food production started to change. Some communal-held land was 

appropriated for mining and other "development" purposes. Instead of being produced 

mainly for subsistence, food was increasingly being produced for the purpose of export. 

The combination of land appropriation and expanded commodity production contributed 

to a severe famine in 19 1 1 due to neglect of food production (Aidoo, 645). Finally, in 



varying degrees, the indigenous peoples were internalizing Western values and ideals 

while simultaneously minimizing or negating their own cultural values and 

accomplishments. 

Colonialism and the penetration of capitalism thus had profound direct. indirect 

and future effects on the health policy in the area now referred to as Ghana. Ghana was 

incorporated into a world capitalist system - one in which the rules had already been 

made and which put it at a disadvantage. New land use and food production techniques 

had potentially negative consequences for nutrition. Rapid urbanization provided the 

breeding ground for diseases and new transportation methods facilitated their 

transmission. Finally. traditional healing was discredited while a foreign. 

curative-oriented, urban-based health system with race and class biases was imposed. 

II. Post-Colonial Period 

Independence - June, 1983 

In 1957 Ghana won its independence from Britain under the charismatic 

leadership of Kwame Muurnah and his Convention People's Party (CPP). Independence 

brought with it high hopes and Ghana was seen as the rising "black st&' of Afica. Here. 

Aidoo desaibes the make-up of Ghana's first independent government: 

The government that emerged after Ghana's independence 
in 1957 was a nationalist government headed by a 
petty-bourseoisie with a kind of socialist tendency. To be 
sure, this fraction of the petty-bourgeoisie which took over 
from the colonialists was far more radical than the 
conservative and reactionary 'hationalists" [conservative 
pro-British intellectuals and chiefs] in its demands for 
independence. However, its vision of an independent 
Ghana did not extend far beyond a society in which its class 
interests would be paramount. The process of 
decolonization, insofar as this was perceived as necessary, 
was conceived in the narrow, superficial terns of 
"Africanization": the European's position (which in the 
colonial situation was a privileged one) was to be occupied 
by the local petty-bourgeoisie (6 5 1 ). 



Economic development, it was argued, would best be served through a 

collaboration between the state and finance capital. The economic transformation of 

Ghana would take place in a "big push" towards industrialization (Hutchful 1957.4). 

The ambivalence between Nkrumah's "socialist tendency" and the nationalist 

petty-bourgeois make-up of the government is reflected in the  health policy of this 

period. 

In this regard. effons were made early on to expand the western modei of health 

care in Ghana although N h a h  also attempted to revive, promote and develop 

traditional medicine (Anyinam, 532). Access to modem health care was seen as a basic 

human right and was Free of charge (Hiscock 1995). The ten health centres that were 

available in 1957 grew to forty-one by 1963. In 1963 there were 904 doctors ( 7 S O . b  

Ghanaians) and a medical school opened in 1964 (Twmasi, 149). Huge effons were 

made to bring down the mortality rate and the expansion of heath care services is 

considered one of Nkrumah's legacies (Ray 1986. 13). 

Nevenheless. under this regime the curative emphasis was entrenched: it was 

more prestigious for hospitals to be built than to perform preventative measures such as 

sewer closures. Although health care was free. the urban and class bias was maintained. 

Doctors - part of the new elite - did not want to move to villages but preferred to stay in 

the urban areas where there were support facilities (Twumasi. 149- 150). As the majority 

of the poorer population lived in villages, this meant that many poor people still did not 

have access to modem health care. The system was also highly centralized in that 

policies were formulated at the centre with little or no input from the local levels and 

supplies were obtained from central stores (Ackon 1994, 1-2). 

In pursuing industrialization, the government inadvertently brought about more 

"diseases of development." The Volta Dam, for example, provided the vector for 

diseases such as river blindness (Aidoo. 65 1). Moreover, Nkrumah's strategy was 

expensive and required huge reserves of foreign exchange as most of the equipment was 

imported. The Nkrumah government spent vast amounts of money for the "big push" 



towards industrialization and by 1965 the economy was in trouble, plagued by shortages. 

inflation. exhaustion of foreign exchange reserves and a rising external debt-service 

burden (Hutchful. 6). Negotiations were entered into with the IMF and World Bank but 

were never completed: a military coup unseated the Mcrumah govemment in September, 

1965 (13). 

The new military government - the National Liberation Council - promised to 

give priority to health issues but a comprehensive health care program was never 

designed (Anyinam, 532). Indeed, this government denounced "socialist" measures and 

entered into an IMF austerity program which deepened foreign control of the Ghanaian 

economy and accelerated political instability (Hutchful, 20). The civilian government 

that followed (led by Busia 1969-7 1 ) also entered into mangements with the IMF and the 

World Bank. This govemment implemented the Hospiraf Fees Decree of1969 and later 

the Hospirai Fees Act of I 9  71, both of which outlined fees for service (although at a very 

low level), the rationale being to reduce "frivolous demand." (Birinvum 1994. 124: 

Waddington et a1 1990. 290). This government was overthrown by another military 

juntdg and until 1979 Ghana was ruled by three different military  government^.^^ In 

benveen military take-overs. there was an attempt to decentralize health services to 

districtsN (Ackon. 4) and the Primary Health Care (PHC) approach was adopted in 1975 

with the commitment to achieve basic PHC for SODh of the population and to effectively 

attack the diseases that contributed to 80% of deaths and disability by 1990 

( Issaka-Tinorgah 1 989.27). This commitment was made even though the government's 

own corrupt mismanagement of the economy had contributed to a precipitous fall in 

living standards (Pan ford 1997, 8 1 ). By 1979, internal mismanagement combined with 

external factors such as the huge jump in oil prices after 1973 and the declining price in 

'' Libby argues that the policies Ghana implemented in order to receive financial 
assistance - including a massive cedi devaluation - made the Busia government "fatally 
vulnerable to a military coup d'etat." (1  976,67). 
so National Redemption Council ( 1972-5); Supreme Military Council ( 1 975-1 978): 
Supreme Military Council I1 (July 1978-June 1979). 
There are three main levels of government: national, regional, and district. 



cocoa (Ghana's major export) had resulted in a chaotic Ghanaian economy. Inflation was 

at 5j0h in 1976; 1 16% in 1977; and 74ah in 1978 (Kraus 1983, 1 16 in Ray, 2 1 ). 

In 1979, Flight-Lieutenant Jeny Rawlings overthrew the military government 

through a coup d'etat and handed over the reins to the civilian government of President 

Hilla Limann. Efforts to create and implement a PHC system continued: the number of 

health posts went from 1 18 in 1976 to 130 in 198 1 (Anyinam. 533). Nevertheless. during 

this period the economic situation remained dire. By the end of 198 1 because of the lack 

of even basic medicines and materials, hospitals were described as "graveyards" (543). 

Key medicines were only available on the black market at highly inflated prices (Ray, 

122). Health workers were so demoralized that they had unilaterally introduced **fees"v2 

and threatened strike action (Waddington 1990, 29 1 ). 

On December 3 1 ,  1 98 1 Jeny Rawlings overthrew President Limann. suspended 

the constitution, and declared the Provisional National Defence Council (PNDC) to be the 

supreme political authority in Ghana (Ray. 30). At the time of the revolution 

"Rawlings's message was populist. comprising a rhetorical mixture of neo-manism. 

IUknmahism and nationalism" (Mohan 1996(b), 436; see also Ray 1956). His initial 

government was made up of a number of broadly leftist groups, ranging from radicals to 

reformists. Promising to purge corruption and end Ghana's neo-colonial dependence, the 

PNDC pledged to improve living conditions through revolutionary action. The 

challenges they faced were formidable. The economy was in crisis, there were shortages 

of the most basic items, and the Ghanaian state had largely collapsed (Ray 1986). 

Through "District Defence Committees" the government attempted to rebuild the 

economy and implement development projects. The health system was not functioning 

due to the lack of basic medicines and supplies, as well as a shortage of medical 

personnel (Anyinam, 538). The government reaffirmed its commitment to the PHC (53 1 ) 

and some of the District Defence Committees rebuilt and attempted to restock clinics 

(Ray, 87). 

Ray reports that these "fees" may have in fact been "bribes," which ranged from the 
equivalent of one to five months salary of an ordinary worker (44). 



Radical populist measures such as these, however, were unable to turn around the 

worsening conditions. An already bad economic situation deteriorated even more rapidly 

as a fierce drought caused shortages in basic food staples and the Nigerian povement  

forcibly returned close to tsvo million Ghanaians. After attempting to get assistance From 

some Soviet bloc countties which was largely denied, the regime retreated from its 

revolutionaq position and turned to the IMF and the World Bank for external help (Ray 

1986). The government was in desperate need of assistance to solve its external balance 

crisis and severe shortages of goods. The Bretton Woods financial institutions, it 

appeared, were the only sources of external financial assistance available to them (Jeong 

1995, 102). 

1983-1986 - Negotiations and the Economic Recovery Program (ERP) 

From April to June, 1983 the PNDC negotiated with the IMF and the World 

Bank. The negotiations involved a small group of Ghanaian. World Bank and IMF 

officials. The negotiation process was highly secret and there was little public discussion. 

"Intellectuals and [the] public in Ghana were isolated from policy making. Only a small 

number of senior economic officials in the government were involved. Even other 

affected govemment ministries and social sectors were not consulted in the course of 

defining policy issues" (Jeong 1995, 103 ). 

In this small bilateral negotiation, the Bank and the IMF were the dominant 

parties. The Ghanaian government was in a very weak bargaining position due to its 

acute need for financial assistance. There were also very few officials in the Ghanaian 

government that had experience with designing the type of programs that the IMF and the 

World Bank had in mind. Finally, Ghana's credibility was weak as it had reneged on 

loan agreements with international financial institutions several times in the past ( 1 04). 

Thus, despite the official announcement that the program was created by the PNDC 

government, it is clear that the IMF and the Bank dominated in policy formation (1 03). 



The IMF and the World Bank have a "standard operating procedure" in their 

analysis of problems and policy prescriptions. Here Jeong (1 995) describes how the 

"standard operating procedure" of the Bank discourages more innovative solutions: 

First of all, a group policy-making process makes policy 
outputs not radically different from one another. A more 
progressive approach is normally compromised with other 
concerns. Staff members should justify their positions 
when they propose non-orthodox approaches. Secondly. 
there is a review process at various administrative levels. 
Before their submission to upper levels, outlines of 
programs are usually examined by a "principal economist" 
who works closely with the head of a "country task force" 
[usually as well a "senior economist" as noted by Jeong. 
1051. Later these are reviewed by a "lead economist" who 
is a major advisor to a regional department director (in the 
case of Ghana. West AFrica Department) and a "chief 
economist" who advises the Operations Committee. This 
standardized procedure produces not dissimilar policies for 
different countries and eliminates an unconventional 
approach. Ghana's smctural adjustment programs, in this 
sense, are not much different from other countriest 
programs which emphasize orthodox liberal economic 
policies ( 106- 107). 

Jeong 's description not only reveals the "coo kie-cutter*' approach to structural 

adjustment loans and their implementation, it also vividly captures the fact that orthodox 

economists are the ones desibning and wielding the cookie-cutter! It is obvious that 

economists - and only those that represent a particular policy paradigm - dominate the 

structural adjustment process. 

The IMF, the World Bank and the Ghanaian government agreed in December 

1983 to adopt a short-term three year Economic Recovery Program (ERP). This 

program, designed to compress government expenditure and "get the prices right," 

included devaluation of currency, cuts in subsidies to prices of basic goods and services 

and free trade policies (Jeong 1996.65). This loan had direct effects - both positive and 

negative - on the health and health policy of Ghanaians. 



First, upon receipt of the monies, the government bought lifesaving drugs for 

distribution at health care institutions. By 1985, however, the hospitals and clinics were 

charging substantial user fees; the Hospital Fee Regulation of I9XY3 increased hospital 

fees by 800- 1000 percent (Anyinam, 539). This fee increase was initiated "at least 

partly" on the recommendation of the World Bank through its Special Conditions for the 

World Bank Health and Education Rehabilitation Project. The Ministry of Health agreed 

to generate revenue equivalent to 15% of its total recurrent expendi~res for the years 

1986- 1988 (Waddington 1990, 29 1 ). Consultations, lab tests, x-rays, beds, meals and 

drugs all became "revenue generators" for the Ministry of Health (Anyinam, 539 ). 

Charges were not levied on preventive health-care services such as vaccinations. or for 

the treatment of diseases such as leprosy (Lavey et al 1 996, 349). Exemptions from 

charges were made to Ministry of Health staff and their immediate dependants and, 

subject to the discretion of health workers, those "persons unable to pay" (or "paupen"). 

This latter provision was little used as facilities were entitled to keep a proportion of fees 

collected to supplement their normal budgetary allocations (Waddington 1990. 295). The 

fee schedules were clearly regressive as they did not differentiate according to income 

and a large drop in overall use followed the increase in user charges in mid 1985. 

Specifically. studies in both the Ashanti-Akim and the Volta regions revealed that by 

1986 utilization had fallen to half its 1984 levels (Waddington et al 1 989: Waddington et 

a1 1990).s4 

Thus the 1983 ERP, an agreement that was negotiated by a few officials, largely 

barred from the public eye, and dominated by the policy agendas of the IMF and World 

Bank, had an almost immediate impact on health care policy in Ghana. Although monies 

became available for the purchase of much-needed medical drugs and supplies. further 

monies - available through a World Bank health and education project loan - were "tied" 

to the condition that the Ministry of Health generate revenue equivalent to 159' of its 

s3 Fees were first increased in 1983 but the amounts were relatively small. (Waddington 
1990,291) 

While urban use by 1988 had on average regained its 1984 levels, rural use continued 
to be well below that of 1984. 



annual recurrent expenditures. The Minisby of Health did so through the substantial 

increase of regressive user fees, fees that precipitated a large drop in overall health 

facility use.s5 

1987-89 - The Commencement of the Structural Adjustment Program (SAP) 

In 1987 the Economic Recovery Program moved into a new stage - ERP 11 - also 

known as the commencement of the Structural Adjustment Program (SAP). In this phase. 

the emphasis was on the design and commencement of the implementation of 

"structural" changes, specifically policy changes within specific sectors of the economy. 

While the IMF was still an important participant in negotiations (in 1956 Ghana became a 

net contributorxh to the IMF with debt commitments equalling up to 60O.0 of its export 

earnings) the Bank gained in influence with the shift to longer term adjustment policies 

(Jeong 1995, 1 14). 

A new regulation regarding health policy came into effect. While consultation 

fees were left at their 1985 level, this regulation provided for the full cost charging of 

drugs (Waddington 1989, 18). Drug costs. rather than user fees. became the main 

"revenue generator."y* 8 1°'o of the value of drug purchases in 1987 was subsequently 

recovered (Waddington 1990,292-293)." This was implemented despite the fact that 

utilization of outpatient facilities was estimated at less than one third of the 1977 rate 

(Cassels et a1 1992, 144). 

By 1987 there were growing signs of "adjustment fatigue." Social conditions in 

Ghana had deteriorated enormously and opposition to adjustment was growing - from the 

" A more complete description of the impact of health care policy restructuring. and an 
analysis of same, will be provided later in this chapter until the subheading "Overall 
Impact." 

In other words, by this time Ghana was paying more monies to the IMF than it was 
receiving. 
" The legislative framework permits drug fees to be continuously revised to keep pace 
with inflation. Other fees cannot be changed except by the passage of a new legislative 
instrument (Adams 1996, 1). 
ST'he shortfall was From a combination of free drugs for staff, some non-collection and 
increasing replacement costs (294). 



intellectual left, from the Trades Union Congress and from students on university 

campuses (Hutchful 1994, 572; Panford, 87). Although UNICEF as early as 1983 had 

been pressing the "donor community" and the government to take under advisement the 

social impacts of adjustment, it wasn't until 1987 that the World Bank launched the 

Program of Action to Mitigate the Social Costs of Adjustment (PAMSCAD),s' ostensibly 

to improve the basic social conditions of vulnerable groups. Hourever. the timing and 

intent of this program of social relief was clearly political as recognized in Africa Report: 

Four years into the ERP, Ghana has found itself thrust into 
a pioneering role in the social programming arena - one that 
until recently was outside the parameters of Bank and 
Fund-supported reform. Over the last year, however, the 
World Bank, UNDP, Unicef and bilateral donors have 
jumped wholeheartedly onto the "social impact" 
bandwagon - albeit reluctantly in some cases, but indicative 
nonetheless of just how high the stakes in the success of 
Ghana's program have become. 

Without doubt, the spectre of future Zarnbias - where 
rioting forced the abandonment of a Bank and 
Fund-supported austerity regimen - has helped to spawn a 
new, some would say belated, social consciousness among 
those whose primary concern was monitoring the finely 
tuned calibrations of current depreciation and interest rates 
(Novicki 1987, 50). 

Thus. PAMSCAD was nothing more than a "quick fin" or "add on" to austere 

neo-liberal policies, designed to reduce social resistance to adjustment programs. 

Programs - including community initiative projects, employment generating projects, 

redeployments, and the provision of basic needs and services - were short term and 

9 '  The P r o ~ m e  of Action to Mitigate the Social Costs of Adjustment was initiated by 
the World Bank as its first "Social Dimensions of Adjustment Programme" (a program to 
meet the needs of vulnerable groups while pursuing economic growth). The 
government's acceptance of the programme was "brudgging." The government agreed to 
C 

implement it only on the conditions that the government received additional aid, and that 
the program did not divert resources from other projects, it stayed within the larger 
objectives of ERP, and it did not create any recurrent costs (Hutchful 1994,571-572). 



chosen more for "political marketability and currency" rather than for their potential to 

engender real poverty alleviation and change (Hutchful 1994,574). Only 0.1 of public 

investment expenditures were allocated to PAMSCAD benveen 1993-1995 whereas 70°'0 

was spent on building economic infrastructures. Finally. the program was not justified on 

the basis of people having the right to expect a certain minimum standard of living but 

was rather based on the policy analysis that a certain minimum in~festmenr in such areas 

as health and education is essential to future economic g r o h  (Jeong 1996. 66). 

The creation of PAMSCAD, as Africa Report noted, was an indicative measure of 

the high stakes resting on the Ghanaian program. Both the government of Ghana and 

international institutions wanted the ERPISAP to succeed. Here, Jeong explains why: 

The relationship between the government and international 
financial institutions has the nature of a prisoner's dilemma 
game. Both sides prefer cooperation to defection. For the 
Ghanaian government. obtaining loans From international 
financial institutions is more desirable than facing 
immediate problems in debt servicing and impon 
constraints. With the commitment of the Bank and the 
Fund, indeed, Ghana has been able to maintain the 
confidence of forei yn investors . . . . To international 
financial institutions, on the other hand, the success of the 
adjustment program in Ghana is politically crucial in 
justifying and mobilizing support for their policies in 
Africa . . . . (Jeong 1995, 1 1 1). 

Thus the government of Ghana having committed itself to the World BanLIMF 

development model of neo-liberal policies and open markets, now wanted it to succeed. 

On the other hand, the IMF and the World Bank needed a "success story" to legitimize 

their actions not only in Ghana but on the world stage. An early example of a SAP, the 

"Ghana case" was being watched closely. 

PAMSCAD was not the only placating measure. During this time, the Rawlings 

government started to revise and then implement a decentralization program that had 

earlier been abandoned by the PNDC. An authoritarian regime in the beginning phases of 

the ERP had been advantageous: it allowed a small group of people to produce and then 



enforce a program that fundamentally transformed the economics of Ghana and impacted 

all areas of Ghanian lives, without any public debate. Nevenheless. at this stage of the 

program the legitimacy problems could no longer be ignored. First of all. Ghanaians 

were loudly vocalizing and demonstrating their discontent. Second. the semblance of 

political order is a necessary condition for foreign investment as foreign investors show a 

reluctance to invest in states whose governments appear to be on the verse of being 

forcibly overthrown. Third, as the eyes of the world were on Ghana as a "test case." the 

non-democratic nature of SAPS made a visible target for critics. The PNDC government 

was thus feeling pressures from both internal and external sources to "democratize." 

Scholar Giles Mohan argues that the govemment was able to meet these demands and 

still retain its power by implementing a decentralization program (Mohan 1996(a). 8 2 ) .  

From 68 original districts, the realignment of boundaries created 1 10.'!" In 1988 

non-partisan elections were held for two-thirds of the members of the district assemblies 

(one-third of the membership was appointed) which were given the responsibility of the 

overall development of the District (84). Notwithstanding this large responsibility. the 

District Assemblies were given a very small allocation of central resources: in a 1989 

World Bank study. Ghana ranked 37th out of a sample of 38 countries for the transfer of 

funds to local governments ( 1989 World Bank quoted in Mohan 1996(a). 86).'j1 Rather 

than relying solely on the centmi government, District Assemblies were expected to 

generate their funds through taxes, market levies, and - of course - user fees. In this 

regard, a 1989 World Bank document arguing on the necessity of fiscal decentralization. 

identified user charges to be the most crucial revenue source ( 1989 World Bank quoted in 

Mohan 1996( a), 56). Mohan argues that this type of decentralization is part of a larger 

' 'Within Ghana there are also ten Regions: Western. Central, Eastern. Volta. Ashanti. 
Brong-Ahafo, Nonhem. Greater Accra, Upper East, Upper West. 
" As will be elaborated in greater detail later in this chapter, sources of central 
government finance have increased since 1989; nevertheless, public resources available to 
local governments are still inadequate for them to deal properly with the amount of 
responsibility that has been devolved Moreover, decentralization vis-a-vis District 
Assemblies was (and continues to be) an extremely complex process. Due to time and 
length considerations, this thesis has only highlighted one argument. 



neo-liberal market-strategy. It reduces state activity in the economy and encourages 

private investment. Important responsibilities are devolved to local governments. but 

local governments are not given the corresponding financial means to deal with them 

properly. Instead. they are forced to find "innovative solutions" - such as user fees - to 

pay for their development projects . I i 2  

In sum. during the period 1987-89 the implementation of a SAP and an increase in 

user fees for medical drugs revealed the determination of the international financial 

institutions and the government of Ghana to forge ahead with "structural reforms." At 

the same time, both the World Bank and the government attempted to co-opt growing 

social resistance through the "quick fix" of PAMSCAD. Finally. preliminary 

decentralization measures were implemented, measures that while on the surface 

appeared to "democratize" and give more power to local government, in reality were pan 

of a neo-liberal strategy to reduce stare activity in the economy and encourage private 

investment. 

1990-1992 - Acceleration of Structural Reform and Democratic Government 

By the late 1980s. the thrust for decentralization had trickled down into the health 

arena. Indeed, one of the conditions of the World Bank's second health and population 

loan was Ghana's commitment to restructure the health sector, specifically through 

decentralization measures and the implementation of the "Cash and Carry" scheme. 

Although there was movement within the Minisny of Health itself. the most important 

force for change was the World Bank which exercised "considerable influence" over the 

restructuring process and the speed with which it took place (Cassels et a1 1992, 146). 

The Minisny of Health (MOH) was one of the first ministries to have the 

decentralization concept applied. The "Strengthening District Health Systems" (SDHS) 

initiative, which was established in 1988 with financial and technical support from WHO 

and "other donors" was concerned with strengthening the management skills of District 
- -- - - - - - - - - - - - 

I ) ~  I would suggest another so-called "innovative solution" is "partnerships with the 
private sector." 



Health Management Teams.''j As the SDHS initiative proceeded, interest grew in 

developing links between health districts, regions and local assemblies (Hiscock 1995. 

30). Moreover, it was assumed by higher levels of government that the implementation 

of the PHC had given the Ministry valuable experience in decentralization and that it 

could act as a model for other ministries (Cassels et all 137). In fact, few real 

decentralization measures had been implemented in the past: PHC on a continuous basis 

had only received 1504 of the recurrent MOH budget while the hospital sector had 

continually received "the lion's share" and the ministry was dominated by vertical 

programmes, each which focused on its own intervention area ( 145). There were also 

legitimate concerns about whether decentralization as envisaged by the World Bank and 

the government of Ghana via District Assemblies was really the best strategy for the 

implementation of the PHC approach. Specifically, it was noted at a health sector policy 

analysis canied out in Ghana in October, 1990 that: 

There is a danger that resource allocation in the health 
sector under decentralized systems will favour 
facility-based curative care. Increased popular 
participation, at least initially. may lead to more effective 
demand for physical facilities, and drugs. Despite their 
importance to ministries of health and donor agencies. 
preventive and promotive public health measures may be 
perceived as less important. and cenainly less politically 
attractive to local administration ( 1 48). 

In sum, decentralization measures could be biased towards facility based curative care, 

rather than public health preventative care. Despite concerns such as these, plans to 

decentralize carried on. An important cornerstone to the decentralization process was the 

Cash and Cany system. 

The Cash and Carry system started to be introduced in some health centres in 

1990 and was officially introduced in 1992. World Bank officials helped design this 

93 There are three main levels within the Ministq of Health which correspond with the 
three levels of govemment: national (central Minisq of Health), regional and district. 



revolving fund scheme in which public health facilities finance their o ~ m  drug purchases: 

implementation was a conditionality of the World Bank's second health and population 

loan (1 45). Primary objectives of the scheme were to encourage more efficient drug 

management within the context of decentralization by making facility workers 

responsible for the ordering and paying of their facility's drugs, and increase the level of 

recurrent cost finan~ing')~ for health care ( 150). Under this system, drug availability went 

up from 409' in 1993 to 809.b in 1995 (UNDP 1997,30). 

Dmg availability. however, should not be confused with drug accessibifi[v. In 

this early period. only those declared "paupers" were exempt from the scheme. Again. 

studies show that few people were identified as paupers because institutions found it was 

not in their best interests to identify the poor in this way because they were not "revenue 

generators" (Asenso-Okyere et a1 1998,8 1 ). Moreover, by 1992 patients wanting to be 

admitted to hospital or undergo surgery, found they had to pay a hefty deposit first or 

they were turned away: this included pecple who came to the hospital in emergency 

situations (Panford, 93). Problems such as this starkly reveal that while the design of the 

Cash and Cany scheme may increase drug availability, avaifabiiih* does not 

atitomaticaffy translate i~tto dnrg accessibility to affpatients. Those people who did not 

have money to pay for drugs and/or drug deposits - and were found ineligible for 

"pauper" status - went not only without drugs but were also denied access to 

hospitalization and surgery. 

In the context of access problems such as these, democracy came to Ghana. A 

new constitution, approved by popular referendum, established Ghana as a multiparty 

republic with democratic elections to be held every four years. Rawling and his party 

won the first election in November, 1992. 

The efforts by the Ghanaian people to achieve democracy should not be ignored 

or underestimated. Nevertheless the democratic transition in Ghana that unfolded during 

IH Recurrent costs are those costs that occur on an ongoing, repeating basis. as opposed to 
capital costs which are normally assumed to be a "one-shot" deal (e.g.. paying for 
"consumable" medical supplies (drugs, syringes. bandages, etc.) in a clinic as opposed to 
buying the clinic). 



h i s  time was in congruence with the type of governance that was starting to be advocated 

by the World Bank. In this regard, the World Bank's 1989 report on Africa began to 

stress the role of a liberal democratic system with the development of a Free enterprise 

market model (Jeong 1996,68). Jeong analyzes this trend in the Ghanaian setting as 

follows: 

Ghana's transition to a multiparty political system since 
1992 was designed to promote a better policymaking 
environment. Given the strong opposition to unpopular 
austerity measures, the authoritarian regime was useful 
during the first phase of structural adjustment. However. 
the arbitrary character of military rule was seen as an 
obstacle to the deregulation of the private sector and other 
types of institutional reform. Westem-style 
constitutionalism can promote private investment by 
protecting property rights. In addition, the middle classes 
had been haunted by the memory of the attack on their 
properties during the early period of the PNDC rule set up 
by a military coup in 198 1. The pressure of international 
donors successfully led to the multiparty elections in late 
1992 by which Rawlings could transform military rule into 
a civilian government (65). 

Again, like the 1980s decentralization initiative, democracy in Ghana was achieved by 

both internal and external pressures. The people of Ghana were demanding democracy 

and foreign investors were uncomfortable investing their money in a military dictatorship 

no matter how "benevolent*' and "private investment friendly" the dictator appeared to 

be. The emphasis in the model of democracy proposed in Ghana was on the protection of 

private property rights rather than on issues of redistribution and equity. The result was a 

multiparty democratic election in 1992. an election that was expected to produce a 

government under the mantle of Western-style constitutionalism that would support free 

market policies and sustain capitalist development." 

VJ This was a highly complex process. In this thesis it has only been possible to give a 
brief outline and focus on one particular argument. 



1993 - Present 

After the 1992 election and pursuant to provisions in the 1992 constitution. the 

government prepared a co-ordinated program for the development of the country called 

"Ghana Vision 2020." The document gives the objective of Ghana becoming a 

medium-income country by the year 2020 and sets out guidelines to achieve that goal. 

Government officials no longer refer to ERPs or SAPs but rather to the Vision 2020 

document, a document which is largely based on the principles of ERPs and SAPs 

(Interview with Principal Economic Planning Officer, June 14, 1999. Kurnasi). The 1995 

document, "Medium Tern Health Strategy: Towards Vision 2020" (MTHS) sets out the 

medium term ( 1997-200 1 ) framework For funher development and reform of the health 

sector pursuant to the Ghana Vision 2020 guidelines. An analysis of this document and 

subsequent work programs, reveals how the government now views health and health 

care policy. 

Recognizing that the health of Ghanaians has improved since independence. but 

that it lags behind some other African countries,''Vhe MTHS sets out ten strategies to 

improve the situation in terms of access, quality and efficiency of health services. Health 

is not viewed as important in its own right but as a means to increase productivity and 

achieve sustainable economic growth. It is for this reason that the government indicates 

it will continue to play a role in the health sector (Republic of Ghana 1995. 33). The ten 

medium term strategies to improve the health situation are identified as: 1 ) prioritizing 

health services towards the "Primary Health Care Services"'j- approach: 2) strengthening 

" The report notes that between 1957 and 1993 infant morality rate (MR) in Ghana 
dropped from 133 to 66 deaths per 1000 live births and life expectancy increased From 45 
to 55 years. Nevertheless, Botswana's IMR mortality rate dropped from 10 1 in 1 970 to 
35 by 1993 and average life expectancy is 68 years (1). The LMR is considered to be a 
reflection of the socioeconomic environment and the level of health care as children are 
the least able to withstand deprivation (Issaka-Tinorgah 1989,23). 
" It is interesting to note that the "Primary Health Care" approach is now referred to as 
the "Primary Health Care S e ~ c e s "  approach. In some places, the word "Care" is 
omitted altogether with the resultant term "Primary Health Services" (see, for example, p. 
9 MTHS). As I argued in Chapter Four, the change in this discourse is in congruence 
with the commodification process of health "care." 



and decentralizing management through the new entity the Ghana Health Service; 3) 

forging linkages between private and public providers of health care; 4) expanding and 

rehabilitating health infrastructure; 5) strengthening human resource planning, 

management and training; 6) improving logistics; 7) strengthening the monitoring and 

regulatoty systems; 8) empowering households and communities to take more 

responsibility for their hedth; 9) improving the financing of healt!! care through efficient 

and effective use of all resources; and 10) promoting intersectoral action for health 

development (ii-iii). 

This list of strategies suggests that health care policy in Ghana is now based on 

the principles of prioritization, decentralization, increased privatization. individual 

responsibility, and "getting the systems right." That health care is to be "prioritized" is 

confirmed under the heading "Principles and Policies," in the MTHS: 

The Governlent of Ghana is committed to improving the 
health of all people living in Ghana regardless of age, sex, 
race. ethnic origin. religious conviction. political affiliation. 
or socio-economic standing. Such a broad goal 
encompasses many specific objectives both for individuals 
and populations . . . . These objectives do not necessarily 
conflict with each other but will always be in competition 
for limited resources. Recognizing that there will never be 
enough resources to make what is technically possible 
universally available and also that most of health 
investment is not sufficiently directed at priority problems, 
a rethinking and restructuring of priorities and explicit 
rationing of health services, is inevitable (6). 

In other words, access to health care is not considered a human right but something which 

can and should be "rationed." In view of the "competition for limited resources," 

universality is considered an unattainable - or at least an unrealistic - goal. Indeed, this 

policy principle makes it clear that in the government's view at least, there is no 

alternative to health care rationing as it is "inevitable." 



Rationing emphasizes the reorganization of existing current health resources to 

maximize efficiency gains. Thus. resources are to be targeted toward universal access to 

Primary Health Services as Primary Health Services give the "maximum benefits in terms 

of morbidity and mortality reduction" (ii). It is important to note that "universal access" 

does not mean '?fee universal access" to health care. Access is "universal" in that fees 

and drug costs are waived or reduced for select indi\riduals - those who are perceived as 

genuinely poor or who are in special circumstances (33). In this regard, by late 1997 in 

addition to paupers, other exemptions were made. specifically to pregnant women. the 

elderly.'*Qhildren under five and to patients with snake and dog bites'"' (MOH 199S(a), 

22; 1997 budget). Exemptions were extended to pregnant women. the elderly. and 

children under five in response to public debates about the treatment of vulnerable groups 

and their unacceptably high mortality rates. Exemptions were extended to patients with 

snake and dog bites as antidotes are extremely expensive and thus out of the price range 

of most Ghanaians (Interview with MOH official, June 25, 1999. Accra). 

Some exemptions - for example ante-natal care - are only extended if patients go 

to facilities at or below the district level. This direction is an important component of 

both the decentralization and "getting the systems" right strategies. Access to hospital 

and other secondary services is only to be by referral so that specialists' skills are 

effectively utilized (MOH 1997, 8); construction of new clinic-type facilities in districts 

is now considered a priority. The World Bank has provided loan monies to furnish new 

' I s  Elderly persons (defined at 65 or 70 depending on the region) are still expected to pay 
for their drugs if it is determined they have the ability to do so (Interview with MOH 
official, June 25, 1999, Accra). 
y'j In Ghana rabies is still a real problem. 
I'" This exemption appears to be a response to reports that people had been denied 
antidotes because they couldn't pay for them and had consequently died. Such incidents 
are difficult to quantifiably confirm as facilities do not keep statistics on the number of 
people tuned away, let alone keep records on what treatment such people were 
requesting or track the hedth outcomes arising From refusal of treatment. Nevertheless, 
the payment exemption extension to victims of snake and dog bites indicates that, at the 
very least, there was a strong perception by the public that these type of incidents were 
occuning. 



District Health Offices (see, for example, the 1994 Ghana Budget Statement) and 

missions and the private sector are also "encouraged" to participate in the construction of 

new health facilities (MOH 1996(a), 13). These new facilities house health workers who 

advocate environment and sanitation measures while "encouraging households and 

communities to take responsibility for their own health" (MOH 1997. 12). The concern 

that was expressed in 1990 that resource allocation in the health sector under 

decentralized systems could favour facility-based curative care and that the majority of 

monies would be channelled in this area, has apparently materialized: half of the 1998 

health budget was allocated to capital projects.1u1 

The decentralization process is still unfolding. Before the decentralization 

initiative, Ministry of Health budgets were prepared at the centre with little input from the 

districts and the disuicts did not control their own financial resources. Districts now 

prepare plans and budgets, and are given more responsibility over their financial 

resources. The formal controllo' extended to the districts, however, is limited. Resource 

allocation between regions is based on a foxmula basis with population as a main 

criterion. Plans and budgets are prepared within financial ceilings set by the centreregion 

and are then reviewed and consolidated at the region and centre levels before their 

presentation to the Ministry of Finance, which makes the final determination (MOH 

1996(b), 5). Government resources are mainly channelled through what is called the 

"consolidated fund." This fund is the basis of the national budget and finances recun-ent 

and capital development projects at the regionai and national levels. The main source of 

more direct fundinglnf for districts is the District Common Fund (Interview with Principal 

The 1 998 budget estimate targeted 50.6% for recurrent costs and 49.4% for capital 
costs with the explanation that such "distribution is transitional and as commercial loans 
for the big capital projects are phased out, the distribution will move closer to the 
projected goal of about 70% for recurrent expenditure" (Republic of Ghana, 1 998, 1 3). 

By this I mean the autonomy that is given in a "formal" or "legal" sense and not 
control that is seized informally or illegally. As will be shown later in this chapter, some 
workers in facilities have "seized control" and shown unwelcome "imovation" by 
proliferating the scope and/or increasing the value of user charges. This is done for 
personal gain and/or in order to raise more funds for the facility. 

Direct Funding is usually considered to be locally generated resources such as local 



Economic Planning Officer, June 14, 1999, Kumasi). Established in the 1991 

Constitution, the Fund makes "provision for the allocation of not less than five percent of 

the total revenues of Ghana to the District Assemblies for development" (quoted in 

Mohan 1996(b), 14 1-442). District Assemblies submit proposals to their Regional 

Planning Coordination Council which in turn determines whether proposals should be 

endorsed based on such criteria as conformity with the district's medium term 

development plan and cost projections (Interview with Principal Economic Planning 

Officers, June 14. 1999, Kumasi). Thus, while this is an improvement kom the past, 

even this form of more direct b d i n g  to District Assemblies is still largely under the 

control of the regions.ll" 

The Minisny of Health is undergoing complete reorganization in order to 

facilitate the decentralization process. An entire new entity has just been created. "The 

Ghana Health Service" (GUS). The Ministry of Health focuses on co-ordination and 

sector-wide policy formulation. while the Ghana Health Service deals with the logistics 

of decentralization and focuses on service delivery. The Ghana Health Service has 

national, regional and district levels. The national level is responsible for the overall 

management of the Service. Regional Health Administrations (RHAs) (in each of the ten 

political regions) are responsible for health needs assessment and trends analysis. and 

development and dissemination of regional guidelines based on national guidelines. 

RHAs are also responsible for supervising and monitoring district activities. District 

Health Administrations (DHAs) are to maintain strong links with the District Assemblies 

taxes, levies and user fees (which are also available - technically if not substantively - to 
District Assemblies). Here, I am using it to indicate that this money is targeted for the 
use of the District Assemblies and that they can apply for it in a more direct way. 

In the Ashanti Region, health and education programs have been the dominant 
development projects applied for, and then financed by, the District Common Fund. 
There is concern at the district level that there are real health needs not being met due to 
inadequate funding from the central government (Interview with Principal Economic 
Planning Officers, June 14, 1999, Kumasi). 



and are responsible for the overall planning and organization at the district level 

(Republic of Ghana 1995. 12- 13). 

In "The Road to a Healthier Future For Ghana," an information brochure based on 

the MTHS and published in 1997, the Ghana Health Service is portrayed as the key 

mechanism to achieving better health. Its responsibilities are to provide a nenvork of 

primary health care facilities; co-ordinate efforts with missions, private practitioners and 

traditional healers; ensure that health centres have the necessary resources: and monitor 

the efficient management of drugs. '*Above ail [the pamphlet states] the Ghann Healtlr 

Service will be streamlined and flexible - with less bureaucracy and more emphasis on 

well trained. we1 resorrrcedstafi; committed lo their patients and able to take decisions 

at a local level' (MOH 1997, 1 1, emphasis in the original). 

The Ghana Health Service is therefore an "arms-length" creature of the Ministly 

of Health. Bypassing the "bureaucracy" it has been given the "flexibility" to implement 

the policies of the Ministry of Health (that yet another level of bureaucracy is made 

through the creation of the GHS is overlooked). The thrust is that the Ghana Health 

Service - by being given the focus to decentralize and "get the systems right" - will 

improve the health of Ghanaians. 

The creation and the responsibilities of the Ghana Health Service distances the 

relationship between health and political will yet at the same time emphasizes an 

ideologically perceived relationship between health and government. With the 

information brochure's emphasis on the flexible, less bureaucratic nature of the GHS. the 

message is being sent that the inflexible, bureaucratic nature of government itselfis a 

major cause of the poor health of Ghanaians. In other words, if the objective is good 

health then government "interference" should be minimized and businesslike micro 

system management should be maximized. It is in this way that the relationship between 

politics and health is obscured: good health is not seen as a matter of political will, 

priorities and greater resource allocation but as a result of "getting the systems right" in 

view of the "competition for limited resources." 



The GHS has been given the "management flexibility to allocate resources and to 

forge partnerships with the private sector and communities" ( 12). "Partnenhips" 

between public and private providers are actively promoted as it is recognized that "the 
.. 

current publicly funded health service alone cannot provide the required services. . . 

(26).Io5 In the Medium Tern Health Strategy the participation of not-for-profit groups. 

such as NGOs and rni~sions~' '~ is emphasized with the unsubstantiated claim that NGOs 

and missions are "more innovative in providing peripheral services"'u* (16). The activity 

and role of private-for-profit orthodox groups (i.r., practitioners of "Western" medicine. 

not traditional medicine) is not made explicit. In fact, it is minimized and most often 

lumped in with the not-for-profit providers and traditional healers as "the private sector." 

Note the wording of the following strategy guideline to "promote private sector 

involvement in the delivery of health services" in the Five Year Programme of Work 

The private sector, including non-governmental 
organizations. plays an important role in the provision of 
health services in Ghana. Eighty percent of the population 
has easy access to traditional healers or birth attendants and 
almost half of the total visits to heaith facilities occur in the 
private sector. However, the private sector has not been 
fully recognised. There is little government support and 
linkage to the private sector. This strategy aims to address 
these issues by fostering linkages with the private sector, 
promoting partnerships between the public and private 
providers of health services and giving suppon to the 
private sector, and by facilitating private provision where 
the private sector has a comparative advantage (23). 

- 

In5 In 1994, the total health expenditure breakdown was 35.0% public; 5 1.89io private; 
13.29'0 Aid (WHO 1994 in Sahn et al 1997, 137). 
''* The government pays the full personnel costs of mission hospitals and clinics. 
lo' See Gary, Ian ( 1996) Review of African Political Economy No. 68, 149-1 68. 
"Confrontation. Co-operation or Co-optation: NGOs and the Ghanaian State during 
Structural Adjustment" wherein he indicates that there is no proof that NGOs are more 
innovative or efficient. He argues that NGOs fit in perfectly with the neo-liberal agenda 
for Ghana in that many have been co-opted, enlisted in the project of cushioning the blow 
of adjustment. Moreover, ministries (including the Ministry of Health) have set up their 
own "NGOs" to gamer some of the money that is fed into this sector. 



In this paragraph, non-governmental organizations and traditional healers are specifically 

mentioned while orthodox private-for-profit groups - most which are run as businesses 

(Asenso-Okyere 1995, 58) - are not mentioned at ail. Nevertheless a review of the entire 

document reveals that the "private sector" includes these types of orthodox 

private-for-profit-groups. It is simply not made explicit in most sections. 

Key components of the strategy to include the private sector are: the creation of a 

unit within the Minisay responsible for fostering linkages with the privare sector: the 

contracting out of services: the provision of direct support to the private sector: and the 

provision of incentives such as subsidies. training and technical assistance (kIOH 

1996(a). 23). In recent interviews. MOH officials verified that they would be "reaching 

out" to the private sector in areas such as record keeping, catering and laundry. and 

diagnostic services. The 1999 Programme of Work also confirms that private sector 

involvement is expanding and that contracts with private-for-profit practitioners will 

made for them to set up in under-served areas and to support reproductive health (MOH 

1 998(b), 1 0). In January, 1 999 fiee medical treatment for the aged. pregnant women and 

children under five years was extended to the private hospitals. clinics and maternity 

homes. The government is also considering assisting some private institutions in the 

provision of infrastmcture and service training (The Pioneer, January 22. 1999. 8). It is 

apparent that increased privatization is an important component of the Medium Term 

Health Strategy in Ghana. 

Increased privatization is partly justified in terms of providing better access to 

health services. However, the elimination of user fees is not considered a viable strategy 

towards this same goal. As outlined in the Health Sector Five-Year Programme of Work 

( 1996(a)): 

The government has already moved away from an 
unaffordable free health care system. In the medium tern, 
the government intends to promote fiancing health 
services through user fees and is actively exploring other 
financing options including a social national health 



insurance scheme which is currently being developed. The 
Ministry of Health is revising its official fee schedules in 
order to redirect patient flow to different levels of services 
through sending price signals . . . The government also 
appreciates the access and equity issues in the sector. One 
third of the population lives in poverty: they under-use the 
services. yet pay high proportions of their income on health 
services. During the medium term. there will not be a 
significant increase in resources generated from user fees. 
Both the Exemption system and other mechanisms will be 
explored to improve equity in using health services . . . 
(MOH 1996(a), 26). 

Based on the premise that a "free" system is unaffordable. user fees are 

considered an integral part of health financing. While the government "appreciates" that 

user fees may cause some problems in the areas of access and equity, it promises user 

fees will not be increased too significantly (in the medium tern at least) and is confident 

that by sending the right price signals and tinkering with the exemption system. equity 

and access will improve. The government has become user fee "dependent" and has no 

intention of decreasing - let alone eliminating - user fees. In fact. any financial gains that 

were made through the introduction of user fees has been neutralized by a corresponding 

reduction in govemment financing. The total budgetary allocations for non-salary 

recurrent expenditures decreased by nearly 60% in real tenns between 1992 and 1995 

(Adams 1996). The Ministry of Health's share of the total govemment budget shrunk 

from 8.2% in 199 1 to 4.5% in 1995. While the government has promised to increase 

Ministry of Health budget allocations in the future, total govemment spending on health 

as a percentage of GDP will still be extremely low, rising from 1.16% in 1997 to only 

Finally, the reference to the development of a social national health insurance 

scheme is nothing more than a political carrot that is kept dangling in front of the poor. 

While there is a pilot program in one of the regions, the Regional Director of the Ministry 

'" Public expenditures on health in Sub-Saharan Ahica, Asia and Latin America average 
2% of GDP ( W P  1997.5 1). 



of Health is not even involved (Interview with MOH official, Ashanti Region, June 14. 

1999). This lack of involvement shows that there is a lack of political will to implement 

a national scheme: the existence of a pilot project gives the appearance that work is being 

done by the government on a national health insurance program. In any event, it is 

obvious through its strategies of prioritization, increased privatization, decentralization 

and "getting the systems right" - not to mention its dependency on user fees - that the 

government is moving away from the concept of a national health insurance program. not 

towards it. 

III. Overuil Impacts u f Restructuring 

"Health care" is now defined as "health services" and access is not a "right" but a 

"rationed resource." Despite huge re-organizational efforts that commenced in 1983 with 

the first ERP. ostensibly to strengthen the primary health care approach. increase access. 

improve quality. and increase efficiency. no quantifiable progress has been made. 

Indeed. qualitative and quantitative data demonstrates that the health care restructuring 

that has been completed under the auspices of the World Bank and the IMF has had a 

negative overall impact on the health of the Ghanaian people. 

Health has been affected indirecrly as well as directly. The focus on growing food 

for export (carried over from the colonial period and re-emphasized since the 1980s) 

rather than on food for subsistence has contributed to malnutrition. 36?16 of children 

under five between 1 983- 1 993 suffered from malnutrition despite good agricultural 

production during that period and the calorie intake in the 1980s was 24% below required 

levels ( Konadu-Agyemang 1998, 135). In the 1990s. it is estimated that infants, 

pre-school children, and prepant and lactating women satisfy less than 750h of their 

dietary requirements (Republic of Ghana 1 995.2). Trade liberalization with few 

restrictions has led to problems with drug quality control as poor quality drugs and 

medicines with expired dates enter the countq (Panford, 10 1 ).lW' Most drugs are import 

l o '  That this is a major problem and a common occurrence was confirmed to me by a 
pharmacist in a main teachins hospital in Ghana. 



products and they are becoming increasingly out of the price range of most Ghanaians as 

the cedi continues to be massively devalued: between 1983- 1997 the effective 

devaluation of the cedi has been estimated at 64.000%110 (Konadu-Abyemang, 133- 13 4). 

A more direct impact on drug accessibility is the Cash and Cany  system. With 

the exception of targeted vulnerable groups and those arbitrarily identified as paupers. 

drugs are not received until they are paid for. Facility workers are extremely reluctant to 

identify persons as paupers as to do so means a loss of revenue to their facility. In this 

regard, under the system a lump sum is received from the central government to help 

defray the "costs" of paupers. but facilities are also expected to pay a share by allocating 

some of their "profits" From drug mark-ups which they are hesitant to do: in fact, most 

facilities improperly budget for pauper care. The identification of someone as a "pauper" 

means, in effect. that the person's entire family is destitute. The expectation is that if  the 

patient cannot pay for his/her own care the family should. and great effon. is made by 

health and welfare officials to "track do~m" family members. In recognition of the time 

the determination of pauper status can take. as well as the narrow range of persons who 

have the authority to grant pauper status, the policy is that patients in emergency 

situations are supposed to get medication and care for the first twenty-four hours without 

a drug/fee deposit (Interviews with MOH officials, June 14. 1999, Kurnasi). Again. 

however, although this is official policy there is the wide perception and numerous 

instances of anecdotal evidence that this policy is not vigorously applied.' l 1  

The underlying pressure of the Cash and Carry System to make a profit has also 

contributed to the over prescription of drugs. A study conducted at a turd health centre 

in Ghana revealed that while 560h of patients were given injections or three or more drugs 

for treatment of malaria before Cash and C q ,  this increased to 899.0 after Cash and 

lo  In July 1997? 2000 cedis exchanged for one American dollar. In July, 1999. 2500 
cedis exchanged for one American dollar. 
[ I 1  For example, I was informed by a v q  reliable source that in June, 1999 he took his 
daughter to a government hospital for emergency medical care and treatment was refused 
to her until he provided a 52,000 cedi deposit. 



Carry was implemented. The average revenue generated per patient correspondingly rose 

from 20 1 cedis in 1990 to 348 cedis in 1992 (Biritwum, 124). 

The "generating revenue" premise behind the Cash and Carry System and the 

entire user fee system, has caught on with facility workers. Charges across the board 

have proliferated illegally. A committee was convened by the Ministry of Health to 

investigate numerous allegations of unauthorized fee charges in 1996 and the practice 

was found to be rampant. Fees were collected by a range of health and non-health 

workers (i.e., "middle-men") for services ranging fiom access to provision of services. 

Reasons found for the charging of illegal fees included shortages of drugs and the poor 

working conditions and pay of health workers. (MOH 1996(c)). If the exodus of heaith 

care workers is a reflection of working conditions and pay. then they are indeed deficient. 

1700 doctors served in the public health system in 1982 and by 1992 only 665 remained 

While there was one nurse to 690 people in the 1970s, the ratio is now 1 1670 

(Konadu-Agyemang, 1 35). 

Numerous studies show that "ofXcial" and "unofficial" drug and user fee charges 

have negatively affected patients' access to health care. especially those who are poor. as 

the fees charged are regressive to income. As the impact on health costs on household 

expenditure can be considerable. poor people are slower and less likely to seek medical 

treatment at a modem facility than those in higher income quintiles (UNDP. 32; Stewart. 

1852-53). A 1997 survey in Ghana indicated that the main reason most people do not use 

health services was they were perceived to be too expensive ( 1998(a), 22). While slightly 

more women than men seek medical attention, it is recognized that this trend also reflects 

that exemption and service provisions target maternal care and does not reflect women's 

ability to pay.Il2 Before the exemptions were extended to pregnant women in 1997. only 

66Yh of the poorest quintile received prenatal care. Financial limitations was one of the 

major barriers to pregnant women who needed professional care (Eades et al, 1993, 

' I 2  As the Five Year Programme of Work report correctly points out, women's ability to 
pay depends on the wealth of her household and her ability to access funds within it. 
Women on average earn less income than men in Ghana and it is r e c o ~ z e d  that women 
bear a disproportionate share of the burden of poverty (MOH 1996(a) 4). 



1 505).113 Exemptions were extended to pregnant women due to the extremely high 

incidence of pregnancy and birth-related deaths.' 

It appears that most people prefer to attend modem facilities ( Asenso-Okyere et 

al, 187). However. the alternatives that people take when faced with hindered access to 

modem facilities are diverse. Many people self-medicate to avoid user and transportation 

charses ( 1  87). It is not uncommon for old prescriptions to be used or to be _riven to a 

friend or relative (Quaye 199 1 ,  307) and in Ghana many prescription medications (that is. 

what Westerners would identify as prescription medications) are available without a 

prescription at the local "chemist's shop." Although these types of drugs are used by a 

large percentage of people, only a small percentage of noa-health workers know how to 

use them correctly. Moreover, chemists are known to provide misinformation and to sell 

drugs according to popular demand ( Wolf-Gould et a1 199 1 ). Other people go to 

traditional healers to cure their ailments. Ghanaians have long used the western system 

and the traditional system in a "complementary" fashion in that both patients and 

traditional healers are aware of various options and normally make rational choices about 

the type of care to access. However, a recent anicle argues that the introduction of user 

pay services may be in some cases forcing the poor to turn to obsolete traditional 

practices in their search for affordable treatment alternatives (Tsey 1 997).Il3 Still others 

go to faith healers (Adams 1995) or adopt a "wait-and-see" approach ( Asenso-Okyere et 

a1 187). 

There are three consequences to these strategies: 1 ) people get better; 2) they 

finally attend a modem facility when the ailment becomes something really serious (and 

' I 3  Transportation barriers was the other. In nual settings. where walking, is the main 
mode of transport, transportation costs (both direct and indirect in terms of time) to the 
nearest health centre can be daunting. 
lJ Birth-related deaths accounted for over one-quarter of total deaths in 199 1 and 

one-fifth in 1992 (UMIP, 17). It is estimated that 4o0/b of these deaths are preventable 
(24). 

t 5  This study also suggests that the motives of governments and international 
organizations such as WHO need to be more closely examined in their recent uncritical 
promotion of traditional medicine as an affordable alternative. 



thus treatment becomes more expensive as pointed out in the Ghana 1997 Human 

Development Report); 3) or they die. Of course, unhindered access to a modem medical 

facility does not guarantee successful treatment of an ailment. Nevertheless. there is the 

strong belief in Ghana that people are dying from curable disorders and diseases because 

they are being denied treatment and medication at modem health facilities. 

People are also dying from preventable ailments. Diarrhoea1 diseases which result 

from poor nutrition and environmental sanitation account for over 24% of deaths of 

children aged 1-4 years (LJNDP. 25). The emphasis on the building of clinic facilities has 

not been matched, it appears, by an investment in preventable public health measures. 

Almost 509.b of Ghanaians do not have access to safe water. At least 2Ooh of the poor do 

not have access to adequate toilet facilities. Even where some facilities are available. 

lack of resources may deny people accessibility to the resources. There are several 

villages with bore-holes, for example, which are regularly disconnected due to the 

non-payment of fees (60). in Accra, 46?h of people in live in areas which have been 

described as "the two most deprived zones." These areas are the homes of people with 

the lowest educations, the lowest incomes and the poorest facilities in terms of water. 

sanitation and housing (Stephens et a1 1997, 195). While the urban poor consume 

minimum quantities of "oFten polluted" water, those who live in more privileged areas 

consume more and safer water per person. "In health terms, this means that some people 

have less and some have far more than is necessary for good personal health" ( 198). 

Sewers remain open in the markets and poor areas of large cities and food continues to be 

sold in very unhygienic conditions. In recent years, a number of communicable diseases 

such as tuberculosis, yaws and yellow fever, which were thought to be contained, have 

reemerged as real public health threats (Republic of Ghana 1995.48: Loewenson 1993. 

721). 

Monies are being put into the building of clinics and health centres in more 

remote, nval areas. Ostensibly, this is to increase health services access to the people 

who live in these areas and for some people it will. Nevertheless, the building of clinics 

alone does not provide access to health services. If there are not enough health 



professionals to work in the clinics, access will be denied; if health care is not affordable, 

access will be denied. This strategy emphasizes the regional differentials and obscures 

the class differentials as there is a tendency to portray a false dichotomy of the "urban 

rich" and the "rural poor." Finally, the monies being invested into capital infrastructure 

needs to be put in perspective: 

Between 1 960 and 1965 development spending made up 
approximately a third of central government spending in 
the health sector. By 198 1 182 fiscal year the figure had 
dropped to less than 10%. Despite the increased pressure 
put on existing health facilities by the steady rise in 
population, spending on the provision of health posts and 
district hospitals during the refonn period has still not 
reached the historic proponions of the 1960s. Increasingly 
the responsibility for providing health infrastructure is 
being devolved to local communities. As the ability to 
shoulder such the (sic) costs depends on the resources of 
the community, this devolution will tend to increase 
locational inequalities of access to facilities. When account 
is taken of the consideration that communities have the 
additional responsibility of providing educational and other 
infhstmcture as well, the gravity of the situation becomes 
apparent (UNDP, 32). 

In other words. although the government is indicating that it is m l i n g  a big investment 

in health inhtrucrure. it is still not what it was in Nkrumah's time despite the 

population increase. It should also be remembered that N h m a h ' s  scategy in the late 

1950s and early 1960s to build more clinics was not perfect: there were problems in 

staffing rural health posts and the focus was on curative care to the detriment of 

preventative care. It is highly ironic that the international financial institutions and 

government which claim to reject the development principles of the Maurnah 

government are engaged in building a "bargain basement" version of Maurnah's 

curative-care focused, infrastructure building health model. 

It is not clear how much direct influence the World Bank and the IMF had on the 

construction of the Medium Term Health Strategy. The basic principles of the strategy, 



however. namely prioritization, decentralization, increased privatization, individual 

responsibility, and "getting the systems right" show that policy makers were guided by an 

overarching set of ideas that specified how the problems facing them were to be 

perceived, which goals might be attained through policy and what sons of techniques 

could be used to reach those goals. In other words. the Ghanaian policy makers' 

decisions were guided by a neo-liberal policy paradigm, one that orisinally had been 

introduced by economic officials from the World Bank and the IMF. 

Moreover, it is also clear that health policy makers faced (and continue to face) 

real structural constraints in that health budgets are reviewed and need the approval of the 

Ministry of Finance. There is no doubt that the Ministry of Finance has more power and 

autonomy than the Ministry of Health. Having said that, however, it is just as clear that 

the lMinistry of Finance is itself constrained by the policy conditions of the IMF and the 

World Bank and the interests of foreign investors. 

In this chapter, Ghana's health care policy was examined within its historical 

political and economic context. Its development was traced from its pre-colonial roots to 

the restructuring that commenced in the mid 1980s and it still occuning today. Issues 

looked at included prevention and treatment; effectiveness. equity. access. and efficiency: 

and cost and financing. People's experiences with health policy were also explored. 

Particular attention was paid to the relationships between external influences/international 

institutions and the capacity and autonomy of the Ghanaian state in the formulation of 

health care policy. 

Traditional medicine in pre-colonial times was effective in the prevention and 

cure of many indigenous ailments and was denied to none. However, as Ghana was 

incorporated into the world capitalist system, new diseases were introduced and rapidly 

urbanizing railroad and gold mine towns with their appalling sanitary conditions created a 

breeding ground for epidemics. The railroad facilitated the rapid spread of disease and 



new land use and food production techniques had potentially negative consequences for 

nutrition. -4s the colonization process deepened, so did the health threat to the indigenous 

peoples. 

The cornerstone of colonial health policy was the protection of European workers 

as African labourers were considered an expendable resource. The provision of health 

care services was at first Iimited to administrators, officials, merchants and other 

Europeans and racial segregation was a popular preventative measure. Traditional 

healing was discredited while a foreign, curative-oriented, urban-based health system 

with race and class biases was imposed. By the mid 1920s racial and social class 

considerations in colonial public health policy resulted in European segregated areas. 

African residential areas. and urban townships. 

After Ghana won its independence from Britain it pursued economic development 

through a collaboration benveen state and finance capital in a "big push" towards 

industrialization. A huge effon was made to expand the western model of health care in 

Ghana and access to health care was seen as a basic human right. Nonetheless. the 

curative emphasis was entrenched and the urban and class bias was maintained. In an 

attempt to "catch up" with Western industrialized states. the Mrrumah government 

exhausted its foreign exchange reserves and incurred a debt burden. Negotiations were 

entered into with the IMF and World Bank but a military coup unseated the Mrrurnah 

govenunent in 1965 before negotiations were complete. 

The next fifteen years were a turbulent time for Ghana as it suffered through 

successive military govements (with the exception of the one civilian government in 

1969-7 1) whose agreements with the IMF, the World Bank and multinational 

corporations deepened forei~p control. By the time of the second Rawlings revolution in 

198 1, the economic situation was h e .  

Although the Primary Health Care approach had been adopted in 1978, the 

economic and political situation did not bode well for health care initiatives. By the end 

of 198 1, there was a lack of basic medicines and materials and hospitals were described 

as graveyards. Health workers were so demoralized they were charging illegal fees and 



threatened strike action. The radical populist efforts of "District Defence Committees" 

under Rawlings were unable to turn around worsening conditions and in 1953 

negotiations were entered into with the IMF and the World Bank. 

The subsequent Economic Recovery Program agreement was negotiated by a few 

(mostly economic) officials. largely barred from the public eye, and was dominated by 

the policy agendas of the IMF and the World Bank. In a move that was to become more 

and more common as the years went on, monies for health projects were "tied'. to 

conditions. One of the first conditions was that the Ministry of Health generate revenue 

equivalent to 1596 of its annual recurrent expenditures. It did so through the substantial 

increase of regressive user fees. 

Through the 1980s and early 1990s. as Ghana continued its relationship with the 

IMF and the World Bank, more health items and services were defined as "revenue 

generators" and an increasing number of programs had the ideolo&ical stamp of approval 

From the IMF and the World Bank. Some programs. such as PAMSCAD. while 

ostensibly to improve the lot of the poor, were nothing more than "quick fixes" designed 

to reduce social resistance to adjustment programs. Others, such as the decentralization 

initiative that on the surface appeared to "democratize" and give more power to local 

governments. were in reality part of a neo-liberal strategy to reduce state activity in the 

economy and encourage private investment. There is even evidence to suppon the claim 

that Ghana's transition to a multiparty political system in 1 992 was supported by 

international donors and institutions only because its democratic model was expected to 

produce a government that would promote private investment by protecting property 

rights. 

After the 1992 election, government officials no longer referred to ERPs or SAPS. 

but rather to the Vision 2020 document, a document which sets out a program for the 

development of the country and is based on neo-liberal principles. The Medium Term 

Health Strategy sets out the 1997-200 1 framework for funher development and reform of 

the health sector pursuant to the Ghana Vision 2020 guidelines. While it is not clear how 

much direct influence the World Bank and the IMF had on the construction of the 



Medium Term Health Strategy, the basic principles of the strategy - prioritization, 

decentralization, increased privatization, individual responsibility, and "getting the 

systems right" - show that Ghanaian policy maken were guided by the neo-liberal policy 

paradigm that had originally been introduced by economic officials fiom the World Bank 

and the IMF. Moreover, health poiicy makers face real smctunl  constraints in that 

health budgets are reviewed and need the approval of the Ministry of Finance. which in 

turn is constrained by the policy conditions of the IMF and the World Bank and the 

interests of foreign investon. 

"Health care" is now defined as "health services" and access it not a "right" but a 

"rationed resource." S tmctural adjustment policies and the commodification process of 

health care in Ghana has a differential impact on people depending on their class and 

gender. Pregnant and lactating women, as well as children. suffer From malnutrition in 

part due to the focus on growing food for export. While slightly more women than men 

seek medical attention, it is recognized that this trend is because of the exemption 

provisions for maternal care and does not reflect women's ability to pay. Indeed. women 

on average earn less income than men in Ghana and it  is recognized that women bear a 

disproportionate share of the burden of poverty. 

The poor are badly served by the commodification of health care. While the 

"poorest of the poor" are supposed to get drugs and care without charge, facility workers 

are extremely reluctant to identify persons as "paupers" as to do so means a loss of 

revenue to their facility. Surveys and studies reveal that the main reason most people do 

not use health services is because they are too expensive. a state of affairs exacerbated by 

the illegal proliferation of charges. People are self-medicating, using old prescriptions, 

Nning to faith healers, or using traditional practices they know are obsolete because of 

hindered access to modern facilities. There is a strong belief in Ghana that people are 

dying because they are being refused modem medical care and statistics confirm that 

people are dying from preventable ailments which result fiom poor nutrition and 

environmental sanitation. In recent years, diseases such as tuberculosis. yaws and yellow 

fever have re-emerg ed as public health threats. 



Health is not viewed as important in its own right but as a means to increase 

productivity and achieve sustainable economic growth. Specifically. it is seen as a means 

to help achieve the goal of Ghana achieving the status of a "medium income country." 

The "investment" the Ghanaian government is putting into health in order to achieve this 

goal is obviously the bare minimum. Moreover, with its focus on capital expenditures 

and curative care it is no more than a "bargain basement" version of Muurnah's model 

that was followed during the modernization era. 

In sum, this chapter revealed that people's experiences with health policy - in the 

past and the present - are not neutral but have been differentiated by race, class and 

gender. The area now known as Ghana has, since colonial times, been heavily influenced 

by external forces and international institutions when formulating its health care policy. 

Major policy turns have been systemically related to the forms and phases of world 

economic development and have continuously benefited the interests of elites. There is 

no doubt that the current commodification of health care - promoted, encouraged and 

enforced by international institutions - is poor medicine indeed for the majority of 

Ghanaians. 



Chapter Six: Alberta Case Study 

In this chapter the province of Alberta's health care policy is examined within its 

historical political and economic contest. As the Canadian federal government - most 

notably with its "spending power" and regulatory fiameivork - has had a large influence 

on the development of Alberta's social policy, a comprehensive examination of .4lbetta's 

health care policy automatically necessitates an examination of Canadian health care 

policy as well. Indeed, as will be revealed in this chapter. the unique nature of Canadian 

federalism has lefr its mark on both the federal and provincial health areas. Other issues 

examined here are comparable to those looked at in the Ghanaian case study. and include 

prevention and treatment: effectiveness. equity. access, and efficiency: and cost and 

financing, as well as people's experiences with health policy. The political economy 

approach taken in this chapter discloses that the major turns in health care policy in 

Alberta are a product of competing class interests and dominant ideologies within the 

framework of Canadian federalism and are systemically related to the forms and phases 

of world economic development. 

I. .An introduction to Canarlian Frderalism and the Politicnl Culrurr of Cairnada and 

.4 lhvrra 

An act of the British Parliament, the 1867 British North America Act, created the 

Dominion of Canada a federal state which divided the division of powers between 

central and regional ("provincial") governments. The "Fathers of Confederation" 

believed that in creating a federal rather than a unitary state. they could meet their goal of 

defence, integrate the economic deveiopment of British North America and maintain a 

workable relationship between French-and English-speaking people (Smiley 1965.47). 

Although the term "confederation" was used to describe the form of government, a term 

normally associated with a loose, decentralized system, the objective was to create a 

highly centralized federation. The federal government was given several direct means of 



controlling the provincial governmentsi 'hnd also maintained exclusive control over 

direct taxation. The provincial governments were given the power of indirect taxation 

but, as this was at the time limited to customs duty and local licences. it was not 

considered very significant (Dyck 1993. 353). Moreover. the federal government was 

given jurisdiction over "big ticket" items such as national defence and trade and 

commerce, leaving "local" and "cultural" maners to the provinces. The responsibility for 

health, basically considered a "local" matter. was left mainly to the provinces. The 

federal government was to provide medical care for the military and naval services and 

establish and maintain marine hospitals, while provinces were given the jurisdiction over 

all other hospitals and asylums (Ruggie 1996, 78-79). 

Canada, being a former colony of Britain with very considerable natural resources 

and the neighbour of the United States, developed a primary resource base economy and 

a unique political culture. As one of the main objectives in the creation of Canada was 

the protection of British North American economic interests, Prime Minister John A. 

Macdonald created a "national policy" in order to do so. Inaugurated in 1879, the 

national policy was rooted in the notion of economic protectionism and was created to 

shift trade from a north-south mis to the United States to an east-west axis across a 

growing Canada. Based on three planks - a high protective tariff: the completion of a 

transcontinental railway; and the settlemen1 of the West - the policy would. in 

Macdonald's words, "make this union a union in interest, a union in trade, and a union in 

feeling" (Francis et a1 1996.48). 

British and American influences were not restricted to the economic sphere. In a 

classic piece ( 1 966), Gad Horowitz argues convincingly that the ideological foundation of 

English Canada is a hybrid of British toryism and American liberalism. One 

manifestation is that the socialist tradition, although stronger than that in the United 

States is much weaker than that in Great Britain. Regional and ethnic (i.e., 

English!French) issues have predominated and class cleavages have been obscured. 

llThese direct means of control include the powen of reservation and disallowance over 
provincial legislation. 



Often described as a "nvo party-plus" federal system, the Liberals and Conservative 

parties have traditionally dominated the political process. Canada's social democratic 

party (the Canadian Commonwealth Federation (CCF), later kno~vn as the New 

Democratic Party (NDP)) has never formed the federal government although it has in the 

past gained enough seats to affect the balance of power and has played a key role in 

keeping social policy issues on the political agenda. 

That being said, however, Alberta's political culture is dissimilar from most 

Canadian provinces. In this regard, Alberta was not made a province until 1905 and did 

not gain control of its own natural resources until 1930 (Dyck. 34). Canadian economic 

policy at the turn of the century - despite being dubbed a "national policy" - was designed 

in the economic interests of the industrialists based in the east: specifically, the high 

protective tariff, the building of the railway and the immigration measures. were 

designed to promote eastern industrial development. The dominance in the development 

of the prairies by the federal government in the interests of eastern industrialists. and a 

people in Alberta with mainly the penpective and assumptions of small-property 

independent commodity producers, combined to produce what an eminent Canadian 

scholar has described as a "quasi-colonial economy" and a "quasi-party system." 

(MacPhenon 1961). [n essence, Alberta developed a resource-dependent economy and 

never formed a strong, pluralist system of demomacy. Indeed, since its birth in 1905. 

Alberta has only been governed by four parties in four periods: the Liberals ( 1905- 192.1 ): 

the United Farmers of Alberta (1 92 1-1 935); Social Credit ( 1935- 197 I ) ;  and the 

Conservatives (from 197 1 ). All these one-party rule governments have revolved around a 

strong leaderi I' who, with political and economic elites, has fostered the illusion of a 

general interest. The result is that the people of Alberta have "heeded the call that they 

must pull together against various outside threats" including Bay Street industrialists and 

bankers in the early part of the century, the communists after World War 11, and the 

Trudeau Liberals in the 1970s (Harrison et a1 1995.20). The inherent political 

- - -  

'I" An exception to this generalization is Donald Getty who was leader for a brief period 
in the late 1980s - early 1990s. 



conservatism, which has more often than not been linked with Christian fundamentalism, 

has also been spiked with liberal individualism and laissez-faire ideology. imports From 

the United States. Alberta, more than any other province in Canada, has been heavily 

influenced by American liberalism as it gained many American settlers in the beginning. 

and close economic ties to the United States were created through the development of the 

oil industry after 1947. 

In sum, Alberta holds a distinct place in the Canadian system, a system that is 

federal in scope and which has a political culture that reflects both its British heritage and 

close proximity to American economic interests and political ideologies. The unique 

nature of Canadian federalism and the political and economic contexts of Canada and 

Alberta, are reflected in the formation of health care policy as will next be revealed. 

If. Confederation - 1935: Health as a Public Prohiem and a Private Respc~nsihifity 

At the time of Confederation, health care was basically a private affair. Women 

were expected to provide care at home (Francis et al, 117) and individuals paid for other 

services as required (Ruggie, 8 1 ). Following the precedent of British poor law, 

municipalities were given the responsibility of public welfare. including medical relief. to 

the needy. Elementary public health provisions were also the responsibility of 

municipalities. Families did not have sick benefits nor health insurance to protect them 

and hospitals were administered and financed by charities and religious organizations. 

Approximately twenty-five percent of infants died before they reached age one (Francis 

et al, 147). 

By the turn of the century, the prairies were experimenting with prepaid hospital 

services as a combination of poverty and a strong co-operative movement facilitated the 

application of collectivist ideas. As families faced the problem of attracting and keeping 

doctors in Alberta rural areas, a system emerged which gave rural physicians an annuai 

salary in exchange for their medical services. Some municipal hospital systems were set 

up, which financed the care of the indigent through general tax revenues (Fuller 1998, 



19). In the cities. workers struggled for better working conditions, which included health 

care schemes. Health insurance for workers and others developed into two forms: 

hospital insurance, which paid for a hospital bed and related services such as lab tests and 

nursing care; and medical insurance, which covered services that were performed in a 

doctor's office, such as physical or eye exams. Insurance was available either through 

co-operatives (3 1 ) or private insurance companies (Ruggie. S I ). By World War I. social 

benefits were being fought for in earnest, ranging from public education to sewage 

treatment facilities and a national health program. There were so few doctors and 

sanitary hospital facilities. that even those who had money had trouble accessing care. A 

national debate ensued regarding the role of government in facilitating the health of its 

citizens. Here Colleen Fuller describes the various positions: 

While a broad segment of Canadian society supported a 
public health program, there were deep divisions about 
whether such a scheme should be universal or for 
low-income earners only, about whether doctors should be 
paid on a fee-for-service or salaried basis, and about the 
appropriate role of the state insuring or providing health 
care senrices. These divisions ran like a fault line that 
separated. on one side. organized medicine. big business, 
and private insurers - most of whom were determined to 
design and expand a medical system in which they could 
provide a minimum of care at a maximum rate of return - 
and on the other side, the overwhelming majority of 
Canadians who embraced the principles of universal access 
to and nonprofit delivery of services From the start ( 13). 

[n sum, how individuals and groups positioned themselves reflected in large part where 

their economic interests lay. Moreover, as will be disclosed throughout this chapter. the 

positions have remained fairly consistent. 

In 19 19 the Liberal Party pledged to enact national health insurance although it 

never did (Ruggie, 98). Instead, private insurance continued to develop and provincial 

governments continued to deal with the growing complexities surrounding the public and 

private provision of health care. In Alberta a Department of Public Health was 



established in 19 19 (Cassidy 1 945,284) and thereafter two commissions of inquiry were 

held in 1929 and 1933. both of which reported in favour of health insurance. A ffealtlr 

lnszrrance Act was passed in 1935 under the United Farmers of Alberta but after their 

defeat and replacement by a new party - Social Credit - it was never implemented (Taylor 

1978,6). On the national scene, the economic chaos that ensued in Canada after the 

stock market crash in October 1929. temporarily quieted the national debate regarding 

health care (Fuller, 20). 

111. I935 - 19.1.1: The "Threat" of ' 'Sodal id  hfeJicincV 

The national debate regarding health care was only quieted, not stilled. The 

impact of the Great Depression on municipalities was financially ovenvhelming as they 

scrambled to meet the welfare needs of a growing number of people. Most municipalities 

were unable to finance unemployment relief - let alone health care programs - from their 

meagre tau resources. Some municipalities even declared bankruptcy and calls for the 

federal government to take responsibility were increasingly heard (Cassidy, 10). 

Doctors added their voices to this chorus as they were not emerging financially 

unscathed. Indeed. doctors' incomes in the prairies dropped precipitously as more and 

more patients were simply unable to pay their medical bills. It is estimated that doctors' 

incomes fell by as much as 72 percent in the province of Saskatchewan (Fuller, 2 I ). 

There were also concerns expressed on an ethical basis as well. Thus, many physicians 

"combined their heartfelt compassion for the poor with their own desire for a source of 

needed revenue" and called on the federal government for medical relief andior public 

insurance (2 1 ). The Canadian Medical Association even expressed interest in 

state-sponsored medicine during this time (Ruggie, 85) although when provincial 

governments later tried to implement such a system. it was vehemently opposed. 

Struggling for its political survival, the Conservative government under Prime 

Minister R.B. Bennett introduced a nation-wide Employment and Social Insrrrance Act. 

which included a proposal for health benefits, to be financed by a direct federal premium 



levied on all taxpayers. The legislation was immediately challenged by the province of 

Ontario, and the challenge was upheld by the Supreme Court of Canada which agreed 

that the act exceeded the federal government's jurisdiction (82). In the meantime, the 

province of British Columbia attempted to introduce a health insurance program but a 

joint initiative of the business community (who opposed the expected higher taxes) and 

doctors (who wanted the government only to cover the medical bills of the poorest of the 

working poor) was successful in quashing the scheme. Doctors, concerned over the high 

interest shown by the public in govemment sponsored health care insurance, investigated 

the idea of subsidizing the poor themselves: 

Doctors hoped that by sponsoring insurance coverage for 
physician services they would achieve a number of goals. 
First. by providing an affordable and nonprofit insurance 
scheme to subsidize the working poor, they could establish 
two tiers: one for low-income earners who would receive 
services specifically on the physician plan: another for 
patients who could afford to pay their own fees or could 
afford coverage from insurers. and who couid be charged 
full market rates. In this way, doctors could exercise more 
control over their incomes and, importantly, their medical 
practices without outside interference. In addition, doctors 
hoped that by expanding access to physician services they 
would dampen enthusiasm for government-sponsored 
health insurance (Fuller, 3 1-32). 

The scheme took off and by the late 1940s most provinces had physician-sponsored, 

non-profit insurance plans. There were also hospital non-proft and "Blue Cross" 

non-profit plans as well. These non-profit plans - created mainly to avert the "threat" of 

"socialized medicine"- were a welcome addition to the many who could not afford, or 

were excluded by, private for-profit insurance companies (33; 36-37). Nonetheless. by 

1943 only 6% of Canadians were enrolled in medical or hospital insurance plans (34). 

The deleterious health effects of the Depression on most of the population could 

no longer be denied when it was reported that there was a J4 percent rej ection date due to 

poor health among the men called up for selective service in the armed forces (27). 



Moreover, a report published by the Dominion Council of Health in 194 1 gave these 

highlights: 

The sirnation in regard to mortality from tuberculosis is 
unsatisfactory. The field of control of venereal diseases in 
Canada is backward. The maternal mortality rate in Canada 
is high, and when compared to other countries with a 
similar standard of living, may be considered excessively 
so. The situation in regard to mental disease in Canada is 
grave. Canada has lost, on average, 15,000 children under 
one year of age each year during the last ten years. These 
deaths are due to causes which are preventable or 
controllable. Noteworthy advances have been made in the 
control of communicable diseases and particularly those of 
childhood during recent years, but there remains much to 
be done in this field. Generally. the health of people in 
rural areas does not compare favourably with that in urban 
districts. In a recent health s w e y  of rural Manitoba youth 
covering 3,146 young people between the ayes of 13 and 
30, it was found that 70 percent had one or more 
remediable defects or conditions which required medical 
attention (quoted in Taylor 1978.5-6 Advisory Committee 
on Health Insurance, Report, pp. xi-xxii). 

The working class continued to push for national health insurance and other social 

benefits and the national Liberal government under MacKenzie King created 

commissions and produced reports. The Rowell-Sirois Commission on 

Dominion-Provincial Relations recommended that compmrnises and constitutional 

amendments be undertaken and that the federal government supply grants, in order to 

enable provinces to develop social welfare programs, including health programs, that 

would enable them to provide comparable social benefits across the counny (Taylor 

1 9 78, 1 2). In 1 943 the Social SecuriMor Canada report (the Marsh Report), 

immediately hailed as "the Canadian Beveridge plan," and a report prepared by the 

Dominion Advisory (Heagerty) Cornminee on Health Insurance, were released the same 

day (Cassidy, I). The Marsh report set out the principles of a comprehensive social 

security system, including a comprehensive system of public medical care for the endre 



population, and the Heagerty Report proposed substantial support in the area of health 

through grants-in-aid and the setting of national standards by the federal government 

( 14). By the 1940s there were a number of economists in the Canadian government who 

were disciples of Keynes. They believed in government intetvention in the form of 

countercyclical demand management in order to smooth out economic booms and busts. 

and argued that the federal provision of social security measures would support consumer 

buying power (Francis et al. 306). A conference would be held in 1945 in an attempt to 

deal with the federal-provincial jurisdictional issues that the application of Keynesian 

economics and the provision of comprehensive social benefits brought to the forefront. 

In the meantime, the provinces carried on with their skeletal assoranent of social 

security measures. By 1944 in Alberta, for example. there was the .bfunicipal Hospital 

Act, which authorized the establishment and operation of hospitals by municipalities 

which were partially subsidized by the province; a Cancer Treatment and Prevention dct. 

which offered fiee x-rays. radium treatments and surgery to cancer patients: and the 1944 

,vaternih? Hospitalization An which provided for the fiee hospitalization of maternity 

patients and their infants (Cassidy. 285). A travelling clinic provided services to some 

remote rural areas (259). Non-profit Blue Cross plans were available (Fuller, 34) and 

private insurance was beginning to spread (Ruggie. 56). Nonetheless. services provided 

were the bare minimum and there were many instances of people falling benveen the 

cracks (Cassidy. 290). 

By the mid 1940s, therefore, most citizens as well as govemment officials 

influenced by Keynesian thought, were showing their strong suppon for a national health 

insurance scheme or national health care system, although it was opposed by insurance 

companies, businesses and many doctors. Thus in the 1945 election all parties, with 

varying degrees of enthusiasm reflecting their political ideologies and main base of 

support, included a commitment to some kind of national health scheme. The CCF. for 

example, promised a universal hospital and medical system, while the Liberals indicated 

that they would consider health insurance if an agreement could be made with the 

provincial governments (Fuller, 29). 



11.: 1945 - 1960: The Advent of National Hospirnl Insurance 

In 1945 atier the election, the Liberals convened the Dominion-Provincial 

Conference to review proposals for post-war Canada. An important consideration was 

health insurance as a recent poll had revealed that 80°/b of Canadians supported such a 

scheme (29). The federal government proposed to give financial assistance to the 

provinces so that they could implement a health insurance system, promote health, and 

build hospitals (Ruggie. 83). While this proposal was acceptable to most of the 

provinces, the premiers of Ontario, Quebec and Alberta objected to the power that would 

be centralized in the federal government. Ernest Manning, the Social Credit Premier of 

Alberta, argued that federal plans violated "the basis and fundamental principle of 

effective government" (Francis et al, 307). As an agreement could not be reached over 

jurisdiction. tau collection and cost-sharing. the conference collapsed (Fuller, 30). 

After the conference, provinces started negotiating tau agreements on an 

individual basis with the federal govemment. nansfening some of the jurisdictional 

prerogatives in exchange for federal grants. including targeted health grants. By 1947, 

Saskatchewan under a CCF govemment had implemented a compulsory. universal 

hospital insurance sys tern paid through by general tau revenues and individual premiums 

(Ruggie, 88). Health care for the CCF was a priority as it was viewed as an inalienable 

social right of citizenship (Fuller, 38). Physicians across the country were nervous over 

this development, seeing it as the fiat step toward comprehensive medical insurance and 

reinforced their organizational efforts. By 195 1, they had brought all of the provincial 

doctor-run insurance plans under one national umbrella in an effort to eliminate the 

demand for government-sponsored, compulsory health insurance (39). 

Alberta also introduced a hospital insurance program in 1950, albeit in a very 

different version from that of Saskatchewan. The Social Credit Party under Ernest 

Manning was growing into a unique conservative-liberal hybrid as time went on. Social 

mores intervention in the form of Christian moralizing was the norm, although the 

government was showing an increasing reluctance to intervene economically in the 



economy (Hamson 1 995, 120- 12 1 ). Oil was discovered in 1 947 and there was a climate 

of general prosperity. The hospital insurance program that was introduced in Alberta at 

this time was a simultaneous reflection of the principle of "choice" in liberal laissez-faire 

ideology and the conservative, hierarchical nature of the government: 

The new insurance system for the general population took 
the form not of a centrally adrninis tered program but of a 
patchwork system of provincially-subsidized, 
municipally-administered and -financed plans. The 
legislation provided that when a municipality had passed the 
required by-law. all ratepayers and their dependants were 
entitled to public ward accommodation in the local hospital 
with which the municipality had entered into a contract. All 
non-ratepayers (that is, tenants) could participate voluntarily 
in the plan by purchasing a hospital "ticket" at the low cost 
of $10 per year for an individual or a family. Because not ail 
municipalities established local plans, the program was 
estimated to cover approximately seventy-five percent of the 
population by 1953. Because the hospital was responsible 
for any deficit, and an arbitrary payment system passed on 
five categories of hospitals practically ensured that many 
would have deficits, many municipalities were reluctant to 
make the decision. The government then introduced indirect 
coercion. Without either legislative or order-in-council 
authority the health minister simply refused to approve 
construction grants to any hospital not in a municipal plan 
and this meant, of come, that the hospital was also denied 
the matching federal grant. It was, in effect, a form of 
compulsion, an instrument to which the Social Credit 
government had repeatedly said it was opposed. . . . (Taylor 
1978, 169-170). 

In other words, while municipalities were given the "choice" to enter into hospital 

insurance contracts with the government, if they "chose" not to do so they would not be 

provided with the funds to build hospitals. Even with the compulsion invoked by the 

government, only 75% of the population was covered. This scheme was not as effective 

in tezms of matching patients' requirements with hospitals as the universal system, but it 

was (in theory if not in action) more in congruence with the government's professed 



laissez-faire beliefs. Moreover, and just as important from the government's standpoint. 

the financial responsibility of the government was minimized. While in 1 954, 5 5.7 

percent of all hospital income came from provincial government payments in 

Saskatchewan, in Alberta only 38.6 percent of all hospital income came horn the 

provincial government ( 170). 

By the mid 1950s. just over half of Canadians had medical insurance (Fuller. 37) 

and it was recognized by the govemment that there was a direct relationship between 

level of income and amount of health care received (38). Workers and citizen groups 

across the country continued to push for a national health program. In 1 957 the Hospirnl 

and Diagrlostic Setvices Act (HIDS) was introduced into parliament. a bill that the 

Liberals were counting on for an election win (41 ) . "The  legislation above all changed 

two things. First, it changed how hospital care across the counq  was financed. 

Hospitals were to now charge the provincial governments instead of individuals and 

insurance companies. tndividuals contributed to the tinancing of the program through the 

payment of provincial premiums. Private insurance coverage was relegared to "extras" 

such as private beds. Second. in order for provinces to receive federal government 

financing, hospitals under provincial jurisdiction had to meet certain national standards. 

including comprehensive and universal coverage and portability (i.e.. residents moving to 

or visiting From another province had to be covered) (Ruggie, 90-9 I ) .  In 1959 CCF 

Premier Tommy Douglas of Saskatchewan announced that he would be using the funds to 

introduce a universal medical insurance plan (Fuller, 4 1-42). 

K 1959- 1969: "Mrdicorr " versus *'Manningc*are " 

The reaction of Saskatchewan's business community, physicians, and newspapers 

to the announcement of Premier Douglas was "immediate, ferocious, and uniformly 

- -- 

I I N  The Liberals were narrowly defeated by the Progressive Conservatives under the 
leadership of John Diefenbaker in June, 1 95 7. The Diefenbaker government was 
committed to the HIDS Act and, after making some minor amendments, indicated the 
plan would be operational by July, 1958. By 196 1, all ten provinces were eligible for the 
cost-sharing arrangement (Fuller, 4 1 ). 



hostile to the government's proposals" (42). The Saskatchewan College of Physicians 

and Surgeons (SCPS), the business community, opposition Liberals, drug companies, 

private insurance companies, the dental association and the Sifton family newspaper 

chain engineered an intense counter-campaign which culminated in a doctors' strike on 

July 1, 1962, the official commencement date of the plan (referred to by the press as the 

"day when Freedom died": indeed the conflict was framed in the media in terms of Free 

enterprise versus the encroachment of socialism and the destruction of the economy). 

The strike lasted for twenty-three days, concluding when an agreement was finally 

reached benveen the government and the doctors. an agreement which would have a large 

impact on the future of government-sponsored medical plans in Canada. In essence. it 

was agreed that health care would be financed by the govemment but that it would be 

planned, organized, and administered by the private (and at the time, mainly nonprofit) 

sector and doctors wouid be paid on a fee-for-service basis rather than by salary (43-44). 

One way insurance companies (particularly those who were members of the 

Canadian Health Insurance Association) and doctors had hoped to forestall what 

happened in Saskatchewan - so confident were they of the "rational appeal" of their 

position - was by requesting that a national commission of inquily be held on the matter 

of health insurance. Conservative Prime Minister John Diefenbaker complied and the 

Royal Commission on Health Services (better known as the "Hall Commission") was 

convened in 196 1 (Ruggie. 94). Travelling around the countq the Commission heard 

submissions and concerns in order to assess the health needs and resources of Canada. 

The Canadian Medical Association, the insurance indushy and chambers of commerce 

submitted no less than thirty-five briefs urging the commission to recommend the 

implementation of "voluntary" physician-sponsored and private company insurance in 

which the poor were subsidized, rather than a "compulsory" universal govemment plan.' ['' 

It appears this argument was heard loud and clear by some provincial governments, 

including that of Alberta, as reflected in Alberta Health Minister Dr. J. Donovan Ross's 

It* Of course the use of "voluntary" and "compulsory" is an ideological and strategic use 
of discourse. 



submission to the commission. In the submission he indicated that the government 

opposed any program of state medical care "which removes all direct individual financial 

responsibility; so-called socialised health and medical services are incompatible with the 

ri~hts and responsibilities inherent in a free and democratic society" (Government of the 

Province of Alberta, Submission to the Royal Commission on Health Services. quoted in 

Taylor 1978. 338). 

The reason the Alberta government heard the position of insurance companies and 

doctors so well was that both the Canadian Medical Association (CMA) and the Canadian 

Health Insurance Association (CHIA) had embarked on an active lobby campaign in an 

attempt to sell provincial governments on the benefits of their "voluntary" subsidy 

scheme in another attempt to forestall "compulsory" universal government-sponsored 

medical care. That they succeeded in Alberta was very clear by 1963 when Premier 

Manning announced in his Throne Speech that legislation would be introduced that 

would enable the government to pay subsidies to low income earners so that they could 

obtain medical insurance coverage through either the doctor-sponsored "Medical Services 

Inc. (Alberta)" or private insurance companies. As has been noted elsewhere. the "policy 

was a clear victory for the CMA-CHIA leaders with whom the details of the program had 

been worked out" (Taylor 1975,339). 

Govetmnent subsidies were not full but ranged from one-third to one-half based 

on taxable incomes. A non-profit corporation "Alberta Medical Carriers. Inc." was to act 

as a clearing-house for carriers to pool the "high risks." Within a year, only an estimated 

40% of those eligible to be subsidized had applied. "Manningcare," as the media dubbed 

it, was criticized on three main grounds. First, the fact that only 10% who were eligible 

for subsidy had applied was interpreted to mean that, even with the subsidies, many 

people still couldn't afford the premiums. Second, the probigam was biased towards the 

interests of rural farmers. Based as it was on past taxable income, wealthy farmers could 

qualify for subsidy because, due to equipment depreciation and tau allowances, their 

taxable income was low. Workers, on the other hand, benefited from neither of these tax 

deductions and thus a worker with dependants earning as little as $3,500 was not eligible 



for subsidy (Taylor 1978. 340). Third, insurance premium prices given in the legislation 

were higher than they had been before the plan was introduced (,Fuller, 50). Despite the 

high proportion of the population not covered (estimated to be at least 200,000 people), 

the Alberta government pushed on with its scheme and Premier Manning and Dr. Ross 

made disparaging remarks about the "welfare state-ism" recommendations of the Hall 

Commission (Taylor 1975.340) 

In this regard, the recommendations of the Hall Commission are summarized here 

by health policy analyst Colleen Fuller: 

The commissioners flatly rejected a full public 
health-services program, refemng to such an arrangement 
as "a system which all providers of health services are 
functionaries under the control of the state," a description 
borrowed from the Canadian Medical Association. Instead, 
they opted for a tau-supported public insurance model as 
the mechanism through which a sel f-regulated. privately 
administered health system would be financed. 
supplemented by federal grants where needed but '-Free of 
government control or domination." The public 
paymenvprivate delivery approach recommended by the 
Royal Commission was, in many ways. the typical 
Canadian compromise, a halfway model between the 
for-profit, market-oriented approach so aggressively 
defended and promoted by the private insurance companies 
and the medical profession (with staunch backing from big 
business), and the tax-based public system urged by a broad 
number of people who used, or might use. health services . . 
. The injection of public funds into the health-care sector. 
the commissioner said, would not only remove baniers to 
access, but would also act as a powerful economic 
stimulant . . . The commissioners argued that public 
expenditures giving all Canadians access to health services 
would stimulate the economy and create needed jobs. . . 
(57-58). 

Thus, the commission's recommendations - which subsequently made their way into the 

1 965 Medical Care Insurance (Medicare) bill - were a product of competing class 



interests and ideologies consistent with the current phase of world economic 

development. First, the public payment/'finance approach was seen to be a compromise 

position that met the interests of all classes involved. Second, ideological arguments 

clearly influenced the commission as is evident in their reluctance to recommend a 

system in which "all providers of health services are functionaries under the control of the 

state." instead recommending a system "free of government control or domination." 

Finally, as was described in chapters Three and Four, industrialized countries around the 

world were implementing Keynesian economics and social benefit programs in attempts 

to preserve the capitalist political and economic system, and Canada was no exception. 

However, in Canada's case the philosophical "partner" of Keynesian economics - social 

rights - was obscured while the economic benefits (such as job creation) were 

highlighted. Both the hybrid system that was recommended. as well as the highlighting 

of economic benefits rather than that of social rights is. I suggest, a result of a 

combination of the weak socialist tradition in Canada and its close proximity to American 

interests and ideas, elements that were earlier discussed in this chapter. 

The New Democratic Party, which held the balance of power in Ottawa at that 

time. supported the Hall report as did many of the Liberal membersC'' in the federal 

minority Liberal government. The Liberal government called a federal-provincial 

conference to discuss the logistics of implementing the recommendations of the Hall 

report (Fuller, 60). Alberta, as well as Ontario and British Columbia, were hostile to the 

idea of a national health program and Prime Minister Pearson used a "soft" pitch to sell 

the idea. The program would be based on "understandings" and "principles" rather than 

"detailed agreements" and "criteria" (62). Four "principles" ended up in the 1 965 

Medical Care Insurance Bill. Provincial programs had to be: comprehensive (they had 

to cover services provided by general practitioners and specialists); universal (all 

residents in a province had to be covered on the same terns); publicly administered (they 

There were other powaful Liberals in cabinet however, most notably Mitchell Sharp, 
who were opposed to the idea of a national health insurance system. Indeed, he was able 
to delay the consequent Medical Care Insurance bill's implementation for one year. 



had to be administered by a public agency) ;and portable (residents moving to or visiting 

from another province had to covered) (Ruggie. 99). Hospitals and physicians were 

disallowed from "extra-billing" publicly insured services, that is. they were not to charge 

patients any extra amount above what they received from the provincei2' (Fuller. 70). but 

the legislation did not exclude private entities from delivering or insuring health care and 

physicians could "opt-out" of the program (65). Finally. the federal government would 

contribute one-half of the national per capita costs (Ruggie, 99). Canada's first medicare 

bill was passed in 1966 and inaugurated on July I ,  1968. At that point. only two 

provinces, Saskatchewan and British Columbia. qualified for the national program 

(Taylor 1975, 375). Others, most notably Alberta. continued to oppose the national 

initiative. Indeed, it set up its own "Alberta Health Plan" in 1967 (Fuller, 67). 

The "Alberta Health Plan" was a re-packaging of "Manningcare" which had been 

implemented in 1963. In this latest plan the health minister was given the authority to 

appoint private insurance companies for coverage and negotiate fees. Nevenheiess, 

Albertans were extremely critical of the failure of their government to participate in the 

federal program and take advantage of the Funding. When the province finally announced 

in 1969 that it would participate in the national Medicare program, Dr. Ross resigned as 

Health Minister, a post he had held for twelve years (Taylor 1975. 376). 

In sum. medicare was a social benefit that was hard won. It was a "compromise" 

between class interests in the context of Canadian federalism. dominant ideologies, and 

world economic development. Even once it was legislated, powerful groups and 

politicians who were opposed to its principles attempted to erode its application. And as 

will be seen in the upcoming portions of this chapter, the offensive against medicare 

never did cease, it just assumed new forms including that of "restructuring." 

-- -- - 

The fees to be paid ( fee-for-service) were to be negotiated between the provinces and 
the medical profession through the representative medical association. In the beginning, 
most provinces adopted with little or no alteration the existing schedule of benefits used 
by the medical profession and reimbursed them completely, or nearly completely 
(Ruggie, 105). 



VI. 19 70 - 1991: Mixed Messages over Medicare 

In 197 1, the Social Credit dynasty in Albena came to an end. The post-war oil 

boom had changed the face of Alberta and Social Credit did not represent the needs or 

values of the growing urban business class. The next government was formed by the 

Progressive Conservatives under the new leadership of an energetic and sophisticated 

Peter Lougheed, who was better able to represent the interests of h e  new business elire 

(Murphy 1995.3 16). 

The 1970s appeared to be a golden time for Alberta. The "oil shock" that was to 

contribute to the economic problems of so many states around the world (indeed. 

including Canada's) was a boon to Alberta as an oil-producing province. As oil revenues 

gushed in at the equivalent of an I S  percent provincial sales tax, Loupheed's government 

built the economic and social infrastructure Albertans were demanding. As Hanison and 

Laver note this "was a painless way to create a welfare state." Albertans were the only 

Canadians who did not pay for their social benefits through gradually increasing 

provincial sales taxes (8); indeed between 1978- 198 1. natural resource revenues 

accounted for more than 50 percent of Alberta's total revenues ( McMillan et a1 1 995. 

135). To this date, Alberta as a matter of ideology still does not have a sales tau. 

The Lougheed government also attempted to use the state to diversify the 

economy. Provincial guarantees and low interest loans were made in financial services. 

cellular telephones, and magnesium smelting industries, to name but a few (Laxer 1995. 

105). "While the new government cherished the rhetoric of free market capitalism. it 

quickly expanded state involvement in the economy" (Murphy, 3 16). Like Social Credit 

before it, the actions of the government often belied its words. 

The economic interests between Ontario as an industrial province which 

purchased vast amounts of oil, and Alberta as an oil-producing province, collided 

violently at this time. The federal government was portrayed by the provincial 

government as "the enemy" while United States oil capitalists were presented as "friends" 

(Hanison and Laxer, 6). The animosity that was directed to the federal government over 



the production and price of oil translated into conflictual provincial-federal relations 

generally, adding yet another dimension to the jurisdictional tug-of-war. 

Only six years after Ottawa had agreed to enter into a 50-50 cost sharing 

arrangement with the provinces to fund medicare, the Federal govemment (like so many 

other industrial states in the 1970s as described in Chapter Three) embarked on an 

anti-inflation crusade. One of the first areas it tarzeted was its fundins relationship with 

the provinces. Under the 1977 Established Programs Finance Act (EPF). the federal 

government decreased its financial contribution to health care and the provinces were 

given more leeway in the design and funding priorities of their systems. Specifically. the 

50-50 cost sharing arrangement was replaced with an extremely complex system of 

transfer payments, grants and tax points that resulted in the provinces receiving less 

money but gaining more power over discretionary spending (Fuller, 7 1 ). The only 

requirement was that provinces uphold the spirit af the four principles outlined in the 

ibledical Insirrance Act ( Ruggie, 1 02). Although the federai govemment announced its 

continuing commitment to medicare, the move to "fiscal federalism" (as this process 

came to be called) triggered protests by unions and citizen groups and acted as the 

impetus for the formation of the Canadian Health Coalition and the Friends of Medicare 

(Alberta). public-health advocacy coalitions which are still active today (Fuller. 7 1 : Gray 

199 1, 1 17). These groups and individuals argued that the EPF program signified a 

weakened role of the federal govemment and predicted (correctly, as a later commission 

confirmed) that it would result in a deterioration of national standards. Finally. whereas 

power over federal social policy had recently been shared between the Minister of Health 

and Welfare and the Minister of Finance in the federal government (symbolizing in 

practice the Keynesian notion that the provision of social benefits through public h d s  

acts as a powerful economic stimulant), the influence of the Department of Finance on 

social policy increased in the 1970s. This became evident, some policy analysts have 

argued, when the Department of Fiance refused to finance the Department of Health and 

Welfare's proposal to create an income supplement plan for the working poor, arguing 

that it was too costly (Battle et al 1995,s-6). As time went on, social policy concerns and 



initiatives were increasingly held hostage to the imperatives of the Department of 

Finance. 

Implementation of the EPF was not smooth. Provinces complained that they no 

longer had the funds to meet demands and were having trouble cutting expenditures 

(Ruggie, 102); on the other hand, medicare advocates alleged that governments were 

diverting funds from health to other areas and were endangering accessibility by allo\.ving 

user fees and extra-billing ( 125). Still other groups, opposed to the concept of medicare 

in its entirety, argued that the health system should be partly or completely reprivatized. 

The Fraser Institute, for example, produced a repon in 1 979, calling for a return to private 

insurance and market forces (Gray, 1 1 9). Provincial health ministers asked the federal 

government to summon a commission of inquiry, which it did. Justice Emmett Hall once 

again headed the committee (Ruggie, 103). 

The Health Services Review Committee found that while provincial governments 

were not diverting funds. the charging of health care premiums plus the prevalent use of 

extra-billing and user charges in some provinces was endangering accessibility ( 125). 

The commission recommended that the provinces that charged premiums (Alberta. 

British Columbia. and Ontario) phase them out, and that all extra-billing should be 

abolished. Justice Emmett Hall reflected on the purpose of medicare: 

Canadians . . . as a society, are aware that the trauma of 
illness. the pain of surgery, the slow decline to death, are 
burdens enough for the human being to bear without the 
added burden of medical or hospital bills penalizing the 
patient at the moment of vulnerability. The Canadian 
people determined that they should band together to pay 
medical bills and hospital bills when they were well and 
income earning. Health services were no longer items to be 
bought off the shelf and paid for at the checkout stand. Nor 
was their price to be bargained for at the time they were 
sought. They were a Fundamental needt" like education, 
which Canadians could meet collectively and pay for 
through taxes (Hall 1980.6, quoted in Tafi 1997, 105). 

Note the reference to "need" rather than "right." 



Put another way, the purpose of medicare was to "de-commodify" health care and 

premiums, user charges, and extra-billing all eroded this attempt. Most provinces, 

however, dismissed the suggestions of the committee. Alberta. especially. was strongly 

opposed to the recommendations in the report. Indeed, the Chairman of the Provincial 

Health Minister's Conferences. Alberta's Health minister David Russell. was the most 

outspoken and ardent opponent of federal intervention. As Gwendolyn Gray notes. this 

opposition was largely ideological: 

Mr. Russell's support for reprivatization did not arise from 
budgetary difficulties. High oil and gas revenues had led to 
a situation in which it appeared that. after federal transfers. 
Alberta had a greater fiscal capacity than the federal 
government in the late 1970s. In response to the Hall 
Report. Mr. Russell said that Medicare premiums were an 
important philosophical element in Alberta's health system 
and that, while the province could certainly afford to 
abolish them. it had no intention of doing so ( 1  20). 

Alberta continued to push the envelope. In 1983, premiums were raised 47 percent and 

Russell announced that a hospital fee of $20 per day would be introduced giving '*Alberta 

the first universal system of hospital fees in the country." Moreover, he directly 

challenged the federal government, indicating that if the Federal Minister of Health 

retaliated to Alberta's implementation of user fees. "Alberta would fight back" (Globe 

and Mail, March 29 1983, 1 1, quoted in Gray, 123). A subsequent federal investigation 

of the Alberta health system revealed that doctors were extra-billing on a large scale. 

which included thousands of senior citizens, welfare recipients and low income earners 

(Gray, 123). 

The federal Minister of Health, genuinely concerned over these actions and 

having conducted a poll that revealed an ovenvhelming response against extra billing. 

decided to use a combination of the federal regulatory fkamework and its spending power 

to combat them. Specifically, the federal Minister of Health submitted the Canada 



Health Act to parliament in 1984, an act which banned user fees for hospital care and 

extra billing, added an imponant fifth principle - that of accessibility, and outlined 

specific criteria that had to be met in order for provinces to get b d i n g  (Fuller, 72-71). 

The result was that provinces who permitted user charges or extra billing, would lose one 

dollar of federal health grants for every dollar paid extra by a patient. 

The Canada Health Act was passed unanimously in the House of Commons in 

1984. While it strengthened the principles of the national medicare system. it also left 

some glaring yaps and some of its ambiguous language would cause problems down the 

road. First in this regard, the Act does not cover the employer-funded workers' 

compensation system.13 Second, while physicians can not charge extra For services 

included in provincial plans. they can charge (and private insurance companies can 

insure) health services that are not listed (Fuller. 73). Third and related to the second 

point, the act stipulates that while provincial plans are to insure all "medically necessary 

services," what is meant by "medically necessary services" is never explicitly defined. 

Federal policy makers insist that it was left purposely ambiguous so that as knowledge 

and technology grew in the health area, more services could be added to lists. Be that as 

it may, the ambiguity is usually used for the opposite purpose in that provinces have been 

known to argue on the grounds of "medical umecessity" in order to remove services from 

provincial lists (76). 

Despite the popularity of the Canada Health Acr, the Liberal government in 1 9 81 

was soundly defeated at the polls by the Conservatives. The new Minister of Health, Jack 

Epp, announced that Canada's health system "was a sacred trust" and promised to 

preserve it (Gray, 125). Indeed, it appeared in the beginning that the Mulroney 

government did take its responsibility to medicare seriously as it withheld hnds from the 

provinces that continued to allow extra-billing. This, of course, included the province of 

Alberta ( 126). 

The consequences of the exclusion of the workers' compensation system in the 
Canada Health Act will be explored in detail later in this chapter. 

Under the Canada Health Act, doctors can still "opt out" of the medicare program. 



In 1986 the bubble burst in Alberta as world oil prices fell from $40 US per barrel 

to a low of $9 per barrel (Laxer, 104). Under the new leadership of Don Getty, the 

Conservative government almost immediately either froze or cut spending in social 

policy areas. Whereas in the 1970s Alberta's spending on public programs had grown 

and been near the top of the provincial list, commencing in 1956 spending increased at 

"easily the lowest rate of all governments in Canada" (Taft. 15). In 1987 the Getty 

government froze doctor's fees and after the 1985 nurses' strike (a strike which attempted 

to redress long-standing pay inequities) it reduced the number of hospital beds and health 

services funded. At the same time, however. private industries - especially the oil and pas 

industry - were receiving large subsidies. In 1989, Getty further cut the health budget by 

a $1 10 million with the consequent result of further bed closures and staff layoffs 

(20-21). These actions by Getty are imponant to note because Premier Klein in the 1990s 

continuously claimed that during the Getty period costs had skyrocketed out of control. 

In 1957, facing millions of dollars of fines. Alberta partially complied with the Ca,iada 

Healtlr Act by eliminating doctors' extra-billing. It continued however. with the 

compliance of the federal govemment. to allow privately owned clinics (most notably eye 

surgery clinics) to charge "facility" fees while billing medicare for services perfonned.l" 

Indeed. by 1987 the federal government was giving other mixed messages about 

medicare, most notably in budget cutbacks but in other areas as well. 

In the 1986 budget the federal Conservatives limited the indexation of transfer 

payments to the provinces under the EPF. Whereas the formula used to be the full 

increase in the GNP, the new budget reduced it to the annual increase in GNP less nvo 

percentage points. The 1 98 9 budget reduced the formula by another percentage point and 

the 1990 budget froze federai transfers for 1990-9 1 and 199 1-92 (Battle et al, 3). The 

cumulative loss of revenue to the provinces during the Mulroney period amounted to $30 

billion in the area of health care alone (Fuller, 76). Second, the Mulroney government 

was engaged in f i e  trade negotiations with the United States. Although this would have 

- -- - 

l3 Obtaining h d s  from both the private and public sphere is often referred to as "double 
dipping." 



a large impacr in the future on health care in Canada,'" the most immediate effect it had 

was the passing of Bill C-22, a bill which restored patent protection for drugs.12" This 

restoration was one of the key U.S. demands during free trade negotiations and gave new 

drugs protection from compulsory licensing for seven to ten years, substantially 

increasing drug costs ( Lexchin 1 993). 

Both of these actions by the Mulroney government - that is cutting back on 

expenditures and pursuing free trade to the detriment of domestic needs - are of course 

not in congmence with Keynesian economics. In fact, Mulroney implemented in Canada 

what Thatcher and Reagan had already employed in the United Kingdom and the United 

States, namely monetarist economics within the policy paradigm of neo-liberalism. The 

anti-inflation measures that had begun in the 1970s were pursued with a new zeal under 

Mulroney by the Bank of Canada and the Finance Department, especially after 1988 with 

the appointment of John Crow to the position of Central Bank Governor. Even among 

central bankers Crow was considered "an extremist" as he "rigidly adopt[ed] Milton 

Friedman's notion that economic growth and employment must be sacrificed to the 

greater good of inflation control" (McQuaig 1998. 1 15). One estimate is that by pushing 

up the interest rates to artificially high levels (at one point under Crow's supervision. 

Canadian interest rates were five full points higher than the interest rates in the United 

States) $5 billion was added to the federal deficit in the period 1988-1959 alone.12J The 

Finance Department under Michael Wilson also rejected Keynesian tenents and ruled 

decisively over social policy (Battle et al, 6). 

The long-term ramifications will be included in the later discussions surrounding the 
North American Free Trade Agreement (NAFTA) 

In 1969, in response to high drug prices and wanting to assist Canadian drug 
companies by giving them the opportunity to copy and market generic forms of patented 
drugs at lower prices, the Canadian government allowed compulsory licensing to import 
pharmaceuticals. Compulsoly licensing "effectively negates" a patent in that companies 
that obtain cornpulsoty licenses can market their own version of a drug (i.e., "a generic") 
before the patent has expired (Lexchin 1 9933. 
i2s Linda McQuaig ( 1998) reports that this estimate was given to the House of Finance 
Committee in 1989 by Doug Peters, then chief economist and senior vice-president of the 
Toronto Dominion Bank (80). 



In sum the 1970-80s were a time when the Federal and Alberta governments 

broadcast mixed messages about medicare. The Federal government announced that 

medicare was a "sacred trust" and slapped the wrists of provinces that did not comply 

with the Canada Health Act, yet cut billions from the program. The Alberta government 

pumped oil revenues into the health sector because of the public demand for medicare 

but. consistent with its historical aversion to "socialist" measures and federal government 

intervention. also eroded medicare principles through user charges, extra-billing and 

ideological posturing. The federal government in response to provincial actions like 

Alberta's. implemented the Canada Health Act ostensibly to "save" medicare, but 

ambiguous language and gaps in the act's application made it a flimsy preserver at best. 

Government cutbacks and the dominance of monetarist economics and neoliberal thought 

makes it obvious that. despite rhetoric to the contrary. health policy was a low priority 

indeed. 

VII. I992 - Present: TINA lZY 4bRestructures" Health Care 

By 1992, the Progressive Conservative Party in Alberta was in trouble. Somehow 

it had managed to transform one of the richest provinces in Canada which had run a 

budget surplus in the years 1973-1 986. into one which had incurred a large deficit 

($1.56 1 per capita) in 1987 and wasn't able to balance a budget ( McMillan et al, 135). 

Viewed in the context of the government's professed commitment to fiscal conservatism. 

and the neo-liberal ideology that was sweeping the land. the existence of debts and 

deficits was not a good thing. To make matters worse, traditionally fiscal conservative 

Albertans were witnessing the failure of, and were on the financial hook to the tune of $2 

billion for, many of Lougheed's diversification schemes including Northland Bank, 

NovAtel. Magcan, and Gainers (Laxer, 105). A beleaguered Getty announced his 

resignation in September, 1992 and as Laxer succinctly notes, "[tlhe stage was set for the 

ideologues and crass opportunists" (1 05). 

TINA is the acronym for "There Is No Alternative" 



Ralph Klein, elected leader by his party in December, 1992, immediately 

distanced himself from his predecessor: "While Getty Tories might irresponsibly run up 

a deficit and a debt, Klein Tories not only disagreed with these actions, they were 

prepared to revise course and clean up the mess" (44). The Tories created the debt, but 

under Klein's leadership they were also able to benefit from the crisis atmosphere Klein 

and his spin doctors subsequently created. 

In this regard, Klein called an election in the spring of 1993. Contending that the 

accumulated net debt and deficit had reached crisis proportions and that expenditures 

were out of control, he argued that a responsible government had "no alternative" but to 

invoke "major cuts" to counter Getty's previous reckless spending and save the province 

from certain economic disaster. This claim of an overwhelming economic crisis has been 

rejected by many scholars and analysts, including David Cooper and Dean Neu. who 

argue that the situation was portrayed as such not because it was true but because it 

provided "a convenient political rationale for restructuring Alberta's social and economic 

landscape" in order to benefit elites ( 1  995, 164). In their 1995 article. Cooper and Neu 

provide convincing evidence that the Alberta govemment under Klein grossly inflated the 

debt and deficit figures by using a cash accounting system rather than an accrual 

accounting system. It is also their view that the budget deficits did not arise from a 

"spending problem" but were the result of extremely low taves (and especially low oil 

royalties) paid by corporations. In other words, deficits had largely been the result of a 

"revenue problem." Moreover, they note that bond rating agencies did not apparently 

consider there to be any form of economic crisis in Alberta as Alberta continued to enjoy 

a very high credit rating, second only to the province of British Columbia in Canada. 

Finally, recall that the Getty government had implemented cutbacks during his reign. 

Spending, in the area of social programs at least, was not "out of control" or even 

"reckless" as was alleged. 

Notwithstanding, Klein produced a budget which would eliminate the deficit 

within four years by an unprecedented 20 percent program expenditure reduction across 

the board and no increase in taxes. Albertans had been living way beyond their means for 



way too many years, he explained; their insistent demands for high quality and expensive 

social programs had brought Alberta to the brink of economic disaster. If all Albertans 

just tightened their belts for a few years, he assured, Alberta would overcome this crisis 

and be on the road to fiiture prosperity and growth. A popular ex-TV reporter and 

ex-mayor of Calgary, and a shrewd public relations man, his folksy style and "ordinary 

puy" image made him extremely popular with voters who were encouraged not to vote 

for the Conservative Party. but instead for "Ralph" and "his team." which many of them 

did. The people of Alberta heeded his call for short-term pain with the promise of 

long-term gain and Klein and his Conservative Party formed the next government. 

As promised during the election, the new government embarked on a fluny of 

cuts. The health area was a prime target: not only did it consume 30?'o of total 

government expenditures (Renouf 1995.225), governments in Alberta had only ever 

given grudging support to "socialized" medicine. In July. 1993. it was announced that 

health care expenditures would be cut by $19 1 million that year (Taylor 1995.306). 

Parallel to the cuts in expenditure was the launching of a "restructuring" process. 

The government announced that changes needed to be made to the health care system in 

order to control expenditures and make it more responsive to "consumer" needs. A 

provincial roundtable and ten regional roundtables on health were held in 1993, 

ostensibly to assist the government with "discovering how Albertans viewed various 

options for changing the health-care system" (Philippon et a1 1996, 7 1 ). Critics claim. 

however, that while on the surface these forums appeared to be legitimate attempts to 

reach out into the community and get public input, they were in fact "tightly controlled. 

with guests, presenters, and team leaden carefully selected (Hamson, 123). 

"Dissenters" were invited in order to give "an appearance of balance" but never enough 

"to de-rail the government's pre-set agenda ( 123). Indeed, the Canadian Union of 

Public Employees and the Alberta Union of Public Employees boycotted the roundtables 

in the summer due to their belief that the process was a fraud (Taylor 1995,307). 

One of the "recommendations" that emerged from the roundtables was that all 

workers in the health care sector take a 5 percent wage reduction; in September Klein 



"asked workers to come up with a plan by November on how they could implement such 

a "voluntary" wage rollback in 1994 (Taylor 1995, 306). By November, however. Klein 

simply announced that the salary budgets for health, education, advanced education, and 

civil servants were being cut by 5 percent (308). "Voluntary" wage reductions had 

suddenly aansformed into "mandatory" wage cuts.I3' 

Business groups sent briefs to the Alberta government urging a larger role for 

employers in the design and operation of the health care program. h particular. thirteen 

of Alberta's largest employersu1 formed the Alberta Employer Committee on Health 

Care at the urging and with the facilitation of William M. Mercer Ltd.. a U.S. 

multinational benefits consulting firm. This group sent a brief to the Alberta government 

which declared its support for cutbacks. but reminded the government that 

employer-based health programs were meant to supplement. not replace. the government 

program. This brief also urged the government to impose health care premiums on 

senion who could afford to pay (Fuller. 159). 

In 1993. the government released its "Starting Points" document, indicating that 

the basis of the report was information obtained From the provincial and regional 

roundtables that were earlier held (Philippon et al. 7 1). It set out the "new" direction for 

Alberta's health care sector: 

Given the need to reduce health funding. it is imperative 
that new ways be developed to h d  services. This should 
include consurnen paying for those services determined to 
be nonessential. True consumer health insurance must 
become a reality, but alternative methods of paying for 
nonessential services should be provided. Again, consumer 
choice must be respected. At the same time, health regions 
must work to limit their costs by reducing unnecessary 
overhead. The private sector should be allowed to provide 

13" In reality, most health care workers ended up taking much more than a 5 percent wage 
reduction as different boards and authorities negotiated the various salary reductions 
(Fragmenting any potential bargaining) and threats (not just idle ones as it turned out) of 
layoffs were in the air (Taylor 1995,308). 

Companies included Suncor Energy and Nova Corporation. 



services if the services meet or exceed health standards. 
Partnerships should be established between health regions 
to create and operate facilities for mutual benefits, and 
between pharmaceutical companies and health regions to 
limit drug costs (quoted in Renouf, 225). 

Thus, restructuring of the health sector in Alberta is based on the assumption that there is 

the "need to reduce health funding." While the government may claim that it also wants 

to improve "consumer" care. cutting back on expenditures is obviously the driving 

imperative. Moreover, the discourse used and the strategies outlined in the "Starting 

Points" document starkly reveal the government's ideological bias. As was discussed in 

Chapter Four. the use of the word "consumer" instead of the word "citizen" erodes the 

idea that access to health care is a citizenship entitlement. Moreover, it sends the 

message that health care is something that can and should be bought and sold. Second. 

by stressing the idea of "consumer choice" the govemment is promoting the resrmcturing 

of health care way from characteristics that are consistent with the Beveridge-like model, 

toward a more Bismarck-like scheme. Again, as was described earlier. while the 

Beveridge model emphasizes a commitment to universalism. the Bismarck model does 

not. Instead, the main principles it reflects are freedom and choice. Thus, the 

government in using this type of discourse is revealing its ideological preference for a 

model that stresses "freedom" and "choice" rather than "entitlement" to care based on the 

notion of citizenship. 

This use of discourse is used to bolster strategies that promote the use of private 

insurance and target the use of the private sector. In this regard, the govemment 

identifies the determination of "nonessential services" as one important way to save 

money. Although the suggestion is that "consumers" should pay for these "nonessentid" 

services themselves (and which, no doubt, many "consumers" will be forced to do), such 

a strategy also opens the door for increased private insurance participation. Recall that 

the federal Canada Health Act does not prohibit private entities from delivering or 

insuring health care. Private companies can insure health services that are not included 



on provincial lists. By declaring some services "nonessential" (or "medically 

unnecessar;."), the Alberta government is signalling its intent to "de-list" some services. 

In declaring certain services "nonessential" the government will in fact be indirectly 

promoting increased participation in the private insurance sector. 

The use of the private sector is targeted and promoted as a means to reduce 

"unnecessary overhead." This stratesy rests on certain ideological assumptions about the 

public sector and the marketplace. namely that the public sector is "bioated. inefficient. 

and staffed by public employees holding on to their vested interests." while the market 

place removes the "privilege" of certain interest groups and is "efficient" and 

"competitive" (Laxer, 10 1 ). The thrust of the argument is that if the private sector is 

"allowed to increase its participation, the health system will run better for less money. 

While KIein slashed and burned in Alberta and released the "Starting Points" 

document. political changes were happening on the national scene as well. The Mulroney 

sovernment negotiated and signed the North American Free Trade Agreement (NAFTA) 

with the United States and Mexico. The FTA and NAFTA, among other things. lifted 

restrictions on foreign ownership. Specifically in regards to the insurance industry, these 

trade deals removed a law which had previously imposed a 25 percent ceiling on foreign 

ownership in Canada, a law which had enabled the Canadian government to exercise 

strong regulatory and legislative control on the insurance industry on behalf of Canadian 

citizens. The removal of the foreign ownership law substantially weakened the Canadian 

government's direct control (Fuller, 92). What were once three "nationally based 

industries in Canada, the U.S. and Mexico, merged basically into a single North 

American insurance industry. As Fuller puts it, "[a] few short y e m  after NAFTA came 

into effect, the international boundaries that once governed the insurance industry were 

barely visible" (93). 

The deregulation of the insurance indusny that was agreed to in the FTA and 

NAFTA was lobbied for, and applauded by, Canadian insurance companies. The 

existence of public health insurance in Canada had encouraged insurance companies to 

seek profits elsewhere and the Canadian market was saturated with insurance products of 



every kind; by the late 1980s Canadian insurance companies identified foreign market 

expansion as a key goal (87). Of course, NAFTA was a "two-way street." While 

Canadian insurance companies were anxious to more fully penetrate U.S. markets. U.S. 

based companies were just as eager to pursue opportunities in Canada. U.S. fiee trade 

negotiators admitted that free trade agreements were not simply about the exchange of 

goods and services but also about the "export" of the "American values" of deregulation 

and free enterprise (95). Therefore, "opening up" the Canadian domestic market to U.S. 

based insurance companies brings with it not only a seemingly never-ending variety of 

insurance packages to "choose" from, but an onslaught of negative publicity about 

"compulsory" public health insurance while the benefits of " v o l ~ n t ~ ~ .  insurance and 

market medicine are extolled. Moreover. the "single Nonh American insurance industry" 

that has replaced the three "nationally-based ones bears a striking resemblance to the 

former U.S. nationally based industry. While it may be referred to as insurance industty 

"integration." it is clear that the "single North American insurance industry" is U.S. 

company dominated and permeated with U.S. values. 

This industry has developed alliances with the Nonh American health industry,l'= 

an industry which is "larger than the automobile, steel, and transportation sectors 

combined" (98). Again. however, like the North American insurance industry, the health 

industry is dominated by American corporations; in fact most of the 250 large 

corporations in the health industry that do business in Canada are U.S. based (98). In 

lessening government involvement in the health sector by cutting billions of dollan from 

health social transfers and weakening government regulatory power by sibgning free trade 

agreements, the Mulroney government was creating "business opportunities" for private 

companies - mostly U.S. based - in the health services and insurance industries. 

In the 1993 federal election campaip the Liberals attacked the Mulroney 

government over social program cutbacks and Free trade. They accused the Tories of 

13: The "health industry" is usually seen to include the health service, medical devices, 
supplies and distribution markets (Fuller, 98). It often includes the health insurance 
component as well, but 1 have chosen to distinguish between the nvo. 



"systematically weakening the social support network" and of taking away "billions of 

dollars from programs that support children, seniors and people who have lost their jobs" 

(McQuaig 1998, 65). NAF'TA was a travesty, Liberal leader Jean Chretien declared. and 

promised that if he was made Prime Minister the agreement would be ripped up. 

Nonetheless, while the Liberals did form the next government, they not only proceeded to 

fulfil their obligations under NAFTA but continued with a program of extensive social 

program cuts. 

When Finance Minster Paul Martin presented the first Liberal budget in 1994 

there were additional cuts to provincial social transfen (Battle et al, 7). Nevertheless. it 

appears that Paul Manin was not yet a graduate of the neo-liberal school of thought. His 

first budget was "a confusing mish-mash of both wishful thinking about economic 

growth. as well as program gutting in the name of deficit reduction" (McQuaig 1998. 57). 

Despite the lack of a clear commitment to neo-liberal orthodoxy. the international 

markets seemed "largely accepting" of Martin's budget (99). The same could not be said 

of Canada's media (particularly the Globe and Mail who led the charge against Martin) 

(8 8) nor the federal Finance Department. Indeed, Keynesian views were completely 

rejected in the department as it had become a bastion of neo-liberalism. "Led by deputy 

minister David Dodge. associate deputy Scott Clark and assistant deputy Don 

Drummond the department was of one mind: only the deficit mattered (82-8 3). After 

Martin presented the 1994 budget, it appears that he embraced neo-liberal orthodoxy 

under the concerted tutelage of both the editorial board of the Globe and rClail and 

Department of Finance officials (8 8-90).lj3 The 1 995 budget would subsequently reflect 

his "conversion." 

- 

:3; Also see Double Vision: The Inside S t o ~  of the Liberals in Power (1996) by Edward 
Greenspoon and Anthony Wilson-Smith (Toronto: Doubleday Canada), which has been 
dubbed by Linda McQuaig as the "authorized biography" of Paul Martin's bconversion," 
a book which details the "inside story of how Paul Martin found the courage to do what 
he had to do" (1998,5). 



Ralph Klein in Alberta, long since having graduated horn the neoliberal school 

and well on his way to winning numerous awards for his commitment to the cau~e,l-;~ 

persisted with neoliberal orthodoxy rather than engage in a planning process related to 

health care needs. In 1994, under Klein's leadership the Alberta government continued 

with cutbacks, announced that the health sector would be reorganized into a regional 

structure. introduced the Alberta Health Business Plan and the Regional Health 

Authorities (RHAs) Act, and attempted to define "core services." 

The Alberta Health Business Plan reiterated the govemment's plan to bring down 

provincial spending on health care from $4.2 billion in 1992-93 to $3.4 billion in 

1996-97. It also identified four main goals: 1 .  that care would be affordable, accessible. 

appropriate and "client-focused; 2. it would enable Albertans to lead healthy and 

independent lives; 3. it would seek premiums based on ability to pay rather than on age: 

and 4. it would increase individual accountability and promote public acceptance of 

responsibility for individual health maintenance (Philippon et al. 76). Again. like the 

"Starting Points" document, the Alberta Health Business Plan was based on neoliberal 

principles and imbued with neoliberal discourse. Moreover. the government heeded the 

advice of the Alberta Employer Cornminee on Health Care and started to charge health 

care premiums to seniors earning more than $15.200 per year (Hanison and Laxer. xii ). 

The RHA's Act amalgamated Alberta's I40 hospital and health unit boards into 

seventeen regional boards (Philippon et al. 77). The bill made the fifteen-member 

government appointed board members1j5 of each of the seventeen regions responsible for 

-- -- - - 

IY  For example, in 1994 Klein received the Colin M. Brown Freedom Medal from the 
National Citizens' Coalition, a right wing pressure group, for his contribution to the 
principles of freedom of the market, and in 1995 he won an award from the Fraser 
Institute, a neoliberal think tank, for his efforts at balancing the budget (Harrison and 
Laxer, xiv). 
13' During the 1997 election, the Conservatives promised to allow Albertans to elect 
two-thirds of the members of RHAs but later "deferred" this promise until 200 1. The 
government, however, spent $3 million to hold a province-wide Senate election in 
October 1997. The province did not have the jurisdiction to hold this election as senators 
in Canada are appointed, not elected; it held the election to protest against the 
non-democratic nature of Senate selection. The government claimed that it saw no 



developing strategic plans, setting overall policy, approving resources. and hiring a 

management team to implement the plan and manage the daily operations (Flanagan 

1998,23). While the government argued that by downloading these responsibilities to 

communities it was making room for more local decision-making, the government's 

actual delegation of decision-mhng is vexy limited. Similar to Ghana, business plans 

developed by the regions need to be approved by the Department of Health and the 

government - through its T r e a s q  Board - retains fiscal control. Regional health 

authorities are given global budgets based on "historical  factor^"^;^ (22) and are to 

maintain their spending within these budgets (or find so-called "innovative funding 

solutions") as they are not allowed to run deficits. As the budgets allocated to regions 

were (and continue to be) ridiculously low due to ongoing cutbacks despite increases in 

population, regional health authorities soon found they had to close beds - and shut down 

and later even sell hospitals and other assets - in an attempt to stay within budget. A 

hospital in Cardston was the first to start taking U.S. patients as private patients in order 

to generate much-needed funds (Laxer, 1 1 I ). Even after embarking on such drastic 

schemes as these. many Regional Health Authorities still run deticits.13- 

This is similar to the type of decentralization scheme that is currently occurring in 

Ghana under the supervision and support of the World Bank. As was discussed in 

Chapter Five, this type of decentralization is pan of a larger neo-liberal market-strategy. 

It reduces state activity in the economy and encourages private investment. Important 

responsibilities are devolved to local boards, but the boards are not given the 

corresponding financial means to deal with them properly. Instead, they are forced to 

find "innovative solutions" - such as user fees13x and "partnerships with the private 

contradiction in its actions. 
In 1999, after numerous submissions and requests by regional health authorities, the 

government agreed to include in the hrnding criteria hrture population projections. 
I:' The Calgary Regional Health Authority is a case in point. Despite shutting down four 
inner city hospitals. the General (also known as the Bow Valley Centre was actually 
blown up in 1998), the Holy Cross, the Grace and the Colonel Belcher, it has consistently 
been in a deficit position, which runs into the millions of dollars. 
13"egional Health Authorities rely on fees for such "consurnables" as casts, crutches and 



sector" - to pay for their responsibilities. As Harrison notes, "[mluch of the Klein 

government's restructuring appears to be aimed rather more at creating an illusion of 

increasing local autonomy while deflecting criticism and actually expending political 

control throuy h the creation of provincially-appointed regional boards" ( 1 25). The 

government on a regular basis characterizes job losses (there were over 3,000 nursing 

jobs lost alone in 1994), de-skillinp and the closing of beds and hospitals as "local 

management decisions," which are isolated from Alberta Health and therefore not its 

responsibility ( Renouf, 23 1 ). 

Klein indicated throughout 1991 that he saw "nothing wrong" with private health 

clinics that charged "facility fees" to patients and charged Alberta health for medical 

services rendered (or '-doubled-dipped), while Provincial Treasurer Jim Dinning floated 

the trial balloon of the private sector building and operating new hospitals (an idea not 

well-received). Klein also talked about de-insuring and Albena Health started a process 

to determine a draft "inventory" of core services (Laxer. 1 1 1 - 1 1 1). By 1 995. Alberta 

Health had abandoned this initiative, finding it to be a political potato that was simply too 

hot, and passed it on to the Federal Minister of Health who deigned to deal with it.13'' As 

Renouf notes, deferring the question of what constitutes "core" or "basic" health services 

also defers the question of increased private insurance company participation. In his 

view: 

Deferral demonstrated the lack of any significant economic 
argument in favour of private insurance. If the government 
is unable to describe in general terms those areas that 
would be available for private insurance, it is impossible to 
pinpoint any economic benefits that would be said to result 

cervical collars. 
1"" Despite abandoning the initiative to officially define "core services" the government 
did start to de-list some procedures and increase costs for others, targeting "special 
interests" fmt. For example, seniors' co-payments for drugs under Alberta Blue Cross 
were increased from 20 percent to 30 percent, and under their Extended Health Benefits 
Program, optical reimbursements were diminished (Engelman. 1995,295). Targeting 
services that are not extended to the majority of Albertans, is a (relatively) safe political 
manoeuvre and commences the slide down the slippery slope of de-listing others. 



from this. The move towards private insurance is purely 
ideological . . . . opening the field of medical and hospital 
services to private insurance companies would reduce the 
efficiency of the Canadian health delivery system and 
hugely increase administrative overhead (233). 

Renouf argues that under a partially privatized "core services" system most physicians 

would operate in both the public and private systems and thus there would not be any 

administrative savings. Second a public insurance system has little duplication, unlike a 

private system in which there are a number of private insurance companies all offering 

the same types of services (233). Third, de-listing services does not address the problems 

of high drug costs. costs that have increased due to the extension of patent privileges to 

multinational drug companies. Finally, defining "core services" ignores the costs 

associated with the fee-for service compensation model of physicians (234). Renouf s 

argument that opening the public health insurance system to more private insurance 

participation will increase health care costs is correct. Even the most ideologically 

committed neoliberal advocates within the Thatcher government could not justi?. the 

privatization of health services and insurance on the basis of cost effectiveness (Pierson 

1994). With there being no basis of cost effectiveness on which to rest the privatization 

argument, the movement to private insurance is thus completely ideological. 

By 1995 there were fifteen health clinics in Alberta that were "double-dipping." 

The President of the Albena Medical Association (AMA) indicated that he saw nothing 

wrong with doctors working in the private system and getting paid by medicare, that 

those people willing to pay more should be entitled to "preferential access" and that the 

AMA and the government were working to develop a new approach to private medicine 

(Renouf, 224). Federal Minister Diane Marleau indicated that she was "going to get 

tough"1w with provinces that allowed this sort of thing and Ralph Klein responded by 

saying that he would challenge Ottawa in Court (Laxer and Harrison, xv). While he and 

Diane Marleau did not "get tough." Issuing the warning in January of 1995, she gave 
the province until October to comply. In the meantime, the federal budget came down 
which, as will soon be seen, provided little leverage to deal with Alberta's wilful 
non-compliance of the Canada Health Act. 



Alberta Health Minister Shirley McClellan spoke openly about a two-tiered health care 

system at the annual convention of the Progressive Conservative Party, hospitals in both 

urban and rural Alberta were downgraded to "community health centres" or closed (three 

were closed in Calgary alone) (Renouf, 224). In 1995, RHAs were given yet another 

responsibility. While funding for most insured physician services remained with Alberta 

Health as pan. of an agreement reached with the Alberta Medical Association and the 

government, the responsibility for laboratory services (and according to the government 

the b d i n p  to deal with lab management) were transferred to the RHAs effective July 1 

(Philippon et al, 80). Be that as it may, the Calgary Regional Health Authority (CRHA) 

almost immediately announced a merger of the city medical labs to save costs. 

By late 1994-early 1995, there were constant reports in the media. and claims 

made by the opposition, that chaos was the norm in the health system. Care was being 

rationed and waiting lists for non-elective surgery were beginning to grow at an ahrming 

rate. In January. 1995. there were even suggestions that some people were dying due to 

budget cuts. For example, a hvo year old boy with a rare disease died in a taxi cab (i.e.. 

he was not in an ambulance) as he was being transfe~~ed from Edmonton to St. Paul 

(Laxer and Harrison. xv). Despite these concerns that were being broadcast loud and 

clear by medicare advocacy groups and opposition politicians in the Alberta legislature. 

the federal government refused to act. Indeed, with the presentation of its 1995 budget. 

the Federal government gave Alberta a "green light" to continue its attack on medicare 

(Renouf, 235). 

In this regard, by the fall of 1994 it had been reported that Federal Finance 

Minister Paul Martin had embraced the neoliberal orthodoxy that was so prevalent in the 

Department of Finance and had accepted bringing down the debt and deficit as the 

driving imperatives (McQuaig 1998,90; Battie et al, 2). There are also reports. however, 

that even some brokerage houses were starting to question the neoliberal mantra as 

applied to Canada, and there had always been economists outside the Department who 

had questioned its focus on inflation control rather than jobs and g 0 1 ~ t h . l ~ ~  Nevertheless, 

McQuaig ( 1998) points to a report of Goldman Sachs "one of the oldest and most 



the Department of Finance was determined to present a budget with deep cuts. The 1994 

Mexican peso crisis and the subsequent announcement by Moody's that Canada (with 

some other countries with relatively large debts) was on "credit watch" for a possible 

downgrade of its credit, seemed to lend weight to the Department's argument that 

international markets required a clear commitment to debt and deficit reduction 

(McQuaig 1998. 149). 

The 1995 budget cut social spending "to levels not seen in this country for fifty 

yean" (3) and thrust Canada into the position of having the fastest pace of deficit 

reduction among the G-7 countries (1 26). In addition to providing substantially less 

money for social programs - a funher $2.5 billion was cut in federal health spending in 

1995 (Fuller, 83) - Ottawa dismantled the EPF (the federal legislation which provided 

health and post secondary transfer payments to provinces) as well as the Canada 

Assistance Plan (CAP), a plan first legislated in 1966 which set up a 50-50 cost sharing 

arrangement between the federal government and the provinces for welfare and social 

services. In their place the federal government created a "mega-block" grant called the 

Canada Health and Social Transfer (CHST) which provides funds for provincial health. 

post secondary education and welfare and social services. As the monies are provided 

with cash transfers and tau points in "one big block," provinces have discretionary power 

in how they use the funds. Considering the only way the federal government can enforce 

compliance with the Canada Health Act is through the withholding of funds. the cutbacks 

and restructuring of program funding negatively affects federal leverage. The CHST has 

been described by two policy analysts as "a watershed in the histoly of Canadian social 

respected Wall Street brokerage houses." This report indicated that Canada's budgetary 
problems were not as severe as often portrayed. It also made the observation that Canada 
had a growth and unemployment problem, not a spending problem (96-97). It came to the 
conclusion that the deficit situation would not saddle Canadian bonds with a high risk 
premium ( 1 27). Economists who have criticized the government's focus on inflation 
control to the detriment of jobs and growth include Doug Peters, Pierre Fortin, Lars 
Osberg and Michael McCracken. These economists argue that Canada's large deficit was 
the direct result of artificially high interest rates - rates that were raised in order to control 
inflation ( 1 28 ). 



policy." Specifically. they argue that the CHST formalizes in legislation "what the 

Mulroney Conservatives initiated in practice through significant though not widely 

understood changes to the old federal transfer arrangements - a withdrawal of both federal 

dollars and federal presence From the provincially-run welfare, social services, post 

secondary education and health programs that constitute a significant part of Canada's 

social security system" (Battle et al. 2). These analysts fear that the 1995 budget marked 

a "turning point" in the federal government's commitment to citizenship entitlement. and 

that national programs and standards are in real danger of erosion ( 1  6). These fears are 

substantiated by the cavalier attitude Prime Minister Jean Chretien took (and indeed 

continues to take) in the health care area, urging Canadians to lower their expectations 

and not expect "fnlls" in the public health care system (Fuller. 57). 

The CHST was a direct threat to Canadian medicare. However, the federal 

government was also engaged in other. more "behind the scenes" behaviour, which 

threatened the long-term viability of the Canadian health are system. These actions 

included a shared objective with the corporate sector and the participation of Industry 

Canada and External Affairs in federal health care policy. 

By the mid 1 990s the objectives of the government and the corporate sector with 

regard to the health care arena had become virtually indistinguishable. This is due mainly 

to the embracing of the ideas of Free trade and foreip investment, and the subsequent 

signing of the FTA and NAFTA. Whereas the federal government used to strictly 

regulate corporations that were involved in the health industry to ensure that they 

"demonstrated a public good," they now develop strategies with them in order to finance 

their growth and promote their success. Shared objectives include consolidation of the 

industry. reduction in the size and scope of the public sector and public health care 

expenditures, privatization, and a strong role for Canadian companies in the global 

economy (98). As Colleen Fuller reveals in her book Caring-for Profit, the main strategy 

of federal policy makers and domestic health corporations is to tap into foreign 

investment vis-a-vis multinational companies : 



Federal policymakers, led by those in Industly Canada and 
External Affairs, believe that by linking Canadiau health 
companies to foreign multinationals they are paving the 
way to global markets where "very substantial amounts of 
money are being spent on health care." But Canadian 
companies face a number of obstacles when they tq to 
export health sewices and products: the nation's health 
industry is Fragmented; it is small in size, with limited 
resources to fund expansion and acquisitions; it lacks 
export experience. Multinationals, on the other hand, offer 
global experience and competitive advantages that provide 
their Canadian partners with "the potential for growth and 
the opportunity to become less dependent upon the 
domestic market." And since few finns in the domestic 
health sector have "the critical mass and financial rescues 
to continually market their services abroad," a growing 
chorus in Industry Canada says, there must be "increased 
cooperarion and collaboration between the private sector 
and public sector. including its publicly funded health care 
institutions," such as hospitals. Such collaboration 
provides a Funnel through which public funds can be 
channelled to under-resourced private companies ( 10 1 ). 

In sum, the objective of Canada's health care policy has shifted from meeting the needs 

of Canadian citizens. towards assisting domestic health service companies to be globally 

competitive. Federal policymakers from Industry Canada and External Affairs believe 

that the strategy for success lies in the linking of domestic companies with multinational 

ones, and "partners hips" with the public sector. 

Moreover, for a domestic health service company to be globally competitive. it 

has also been recognized by both the Canadian government and the corporate health 

sector that it needs to have domestic success first. A government's decision, therefore, to 

assist the health industxy in its export goals also means that domestic policies and the 

national regulatory framework will change to encourage the industry's success in the 

domestic market as well. Policies that directly promote private sector participation, such 

-- --- -- 

la: The phrases in quotations are From "Constraints to the Export of Canadian Health Care 
Services," Industry Canada web site (strategis.ic.gc.ca), undated. 



as changing insurance regulations or allowing for contracting out, are direct examples. 

Another, more indirect example, is the closing of public hospitals. Indeed, Fuller notes 

that "[tlhe closure of hospitals and hospital outpatient departments is creating a vacuum 

increasingly filled, not by locally based, nonprofit providers, but by subsidiaries of 

global, U.S.-based corporations" ( 10 1 ). 

By 1996-97 the cuts in Alberta had left a huge "vacuum" which is currently being 

filled by both Canadian and U.S. corporations as well as more locally-based 

"entrepreneurs" and medical professionals who see opportunities to make a profit. 

Sectors of private penetration include rehabilitation clinics, medical laboratories, eye 

clinics, MRI clinics, recuperation homes, and workers' compensatiorvday surgery clinics. 

Columbia Health Care Inc, a subsidiary of U.S.-based Sun Healthcare Group. has 

numerous physiotherapy clinics in Alberta and is considered a Canadian success s t o q  as 

it is a home grown company that has successfully tapped into foreign investment vis-a-vis 

a multinational company ( 10 1 ). The Alberta government put a funding cap on 

physiotherapy sewices and it was quickly identified by regional health authorities as an 

area to outsource. Therapists have a set of criteria to follow to determine who gets 

public hnding but due to the public funding cap. publicly-paid care is rationed and 

clients may have to wait weeks for treatment "unless they want to jump the queue and 

pay privately" (Edmonton Journal, February 22, 1998). Despite the rationing of care, the 

Calgary Regional Health Authority pays approximately $7.2 million annually to private 

clinics and it is estimated that the authority supported service represents 4 I percent of 

contracted clinics' business in the Calgary area (Calgary Herald, September 1 1, 1 998). 

Columbia Health Care Inc. was founded in 1978 and provided rehabilitation 

services first in B.C., and then later in Ontario at the invitation of the Ontario Workers' 

Compensation Board.143 The company was sold in 1990 for $1 million to William Brown 

who had big plans for it. Raising $10 million in venture capital funding from Canada's 

largest health corporation, MDS, as well as Manulife Financial, the Prudential Insurance 

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

14' Workers' Compensation Board issues will be explored in more detail later in this 
chapter. 



Corporation of America and the Ontario Hydro pension fund, Columbia Health Care Inc. 

acquired other rehabilitation companies (including Western Occupational Rehabilitation 

Centre in Calgary, headed by Tom Saunders) and aggressively punued workers ' 

compensation contracts, claiming that it would save businesses money by getting workers 

back on the job faster (Fuller 104). Indeed, Columbia received nearly $7.5 million in 

business from the Alberta Workers' Compensation Board in 1996 ( 1 84).Ia In exchange 

for obtaining venture capital from MDS, MDS got a controlling share of Columbia and in 

1995 made the decision to sell Columbia to Sun Healthcare Group for $5.7 million. Sun 

Healthcare Group is a massive U.S.-based corporation which has investments in the 

health industry all over the world and has targeted states - such as Britain. Australia and 

Canada - which are undergoing privatization in the health care sectors. It is now the 

second largest operator of nursing and residential support facilities in the United 

Kingdom and saw the acquisition of Columbia as an opportunity to get its foot in 

Canada's door ( 1 06). In 1 997, Sun re-organized its holdings and moved Columbia's 

western head office to Calgary. appointing Tom Saundea (the former owner of Western 

Occupational Rehabilitation Centre) as President. In the same year. Saunders also 

became a director with a new company, Health Resources Group (HRG),Ia and 

opposition critics in the Alberta legislature warned that his ties to the huge Sun 

conglomerate could lead to Sun's take-over of HRG ( 108). While the transformation of 

Columbia is applauded as a "success story" by the federal government, Fuller correctly 

points out that what the transformation really reveals is a strategy that undermines 

Canadian ownership and control in the area of health care ( 109). It also, of course, is a 

strategy that hnnels public monies into the pockets of private stockholders. 

Another company that has been successful in obtaining publicly funded contracts 

is MDS, Canada's largest health corporation. Recall that in 1995 RHAs were given the 

Iw The Workers' Compensation Board's Chief Executive Officer, John Cowell, was on 
"good terms" with Columbia. In December 1997, Cowell resigned with a $600,000 
retirement package and went to work as a consultant for Columbia less than four months 
later ( 184). 

Health Resources Group will be discussed later in this chapter. 



responsibility of managing medical laboratoly services and that the Calgary Regional 

Health Authority almost immediately announced a merger of the city medical labs to save 

costs. By 1996, the Calgary Regional Health Authority had discovered a more 

"innovative solution" to deal with its lab management responsibilities: MDS entered into 

a "partnership" with the Calgary Regional Health Authority to integrate and manage all 

lab services in the region. While MDS had previously had an operation in Calgary with 

revenues to the tune of $26 million per year, now that MDS had become "the managing 

partner of a much larger joint venture" (according to its 1997 Annual Report) its revenues 

were expected to increase to $70 million a year (quoted in Fuller 256).l& 

But it is without a doubt private eye clinics and eye surgeons in Alberta that have 

been the most successful in benefiting from the patchwork process of publicly 

funde&privately delivered care. Until 1 9 96 when the federal government finally cracked 

down, private eye clinics which were performing publicly funded cataract surgeries (that 

is. they were getting paid by Alberta Health Care for "medically necessary" procedures) 

were also charging "facility fees" to patients of up to $1,200. Moreover, those who paid 

on a strictly private basis got much faster access to surgery than patients in the public 

system. After the crackdown. private eye clinics came up with an "innovative solution" 

to make up for the loss of the $1.300 facility fee: they starting offering "enhanced 

services" at the rate of $750.00 per eye (Edmonton Journal, November 18. 1998). At the 

Gimble Eye Centre in Calgary. for example, the "enhanced service" package includes a 

lens implant with "enhanced features," a videotape of the surgery and more convenient 

lab facilities (Calgary Herald, February 1 7, 1998). 

In early 1998 the Holy Cross Hospital (a hospital earlier shut down in Calgary 

due, apparently, to "excess bed capacity" and a shortage of funds) was sold to Enterprise 

Universal, a company owned in part by Dr. Peter Huang, the Calgary Regional Health 

Authority's head of ophthalmology. By June, 1998, Dr. Huany 's private clinic held the 

The Calgary Regional Health Authority, a leader in the arts of outsourcing and 
accumulating high deficits, continues to tind procedures that can be outsourced. The 
latest procedures to be added to the outsource list for outpatients in city hospitals are 
chest x-rays and ultra sounds (Calgary Herald, January 26, 1999). 



contract to complete 1.600 cataract surgeries a year for the Foothills hospital; it was also 

being considered for surgeries that in the past had been completed at the Rockyview 

Hospital outpatient clinic but were being sourced out because the space was "needed for 

other services." Despite the obvious conflict of interest of Dr. Huang being the 

ophthalmology head of the Calgary Regional Health Authority. and part-owner of a clinic 

that could benefit directly from entering into a contract with the CRHA. the CRHA chief 

regional officer disagreed that there was any conflict (Calgary Herald, June 17. 1998). 

Other medical professionals have combined their professional knowledge with the 

m e t  "demand" for some health procedures due to rationing and cutbacks, to pursue 

potentially lucrative "business oppormnities." Edmonton radiologists, for example, 

announced their intention late in 1998 that they would be buying a "top-of-the-line" 

Magnetic Resonance Imaging (MRI) machine and placing it in a clinic across from 

University Hospital. Although there was "no guarantee" they would get public money 

they indicated that they would be entering into discussions with the regional health 

authority. In any event. as health economist Richard Plain indicated. "The reality is if 

you've got money you can buy your way in." Public waiting lists are so long for MRI 

scans that it was his opinion that wealthier patients could be easily convinced by their 

radiologists to pay for such a private service (Edmonton Journal. September 29, 1998)."- 

Another market "niche" professionals have identified is "recuperation hotels." Registered 

nurse Joanne Weinger, for example, has established "Recovery Inn Ltd." which. at the 

charge of $225 a night, offers registered nurses who care for patients recuperating From 

surgery and released from hospital (Edmonton Joumal, February 20, 1998). Although 

hospitals insist that they do not release patients until they are well enough to go home, 

and indicate that new mothers are being released earlier than anywhere else in Canada1;" 

because they want to be home with their families, Weinger obviously feels that there is a 

-- -- - 

I" A private MRI clinic in Calgary charges an average of $750 per scan (Calgary Herald. 
September 10, 1998). 
I4Wccording to 1994-95 figures supplied by the Canadian Institute for Health 
Information (Calgary Herald, April 2 1, 1 998). 



demand for recuperative care that is not being met and that she can make a profit 

providing it. 

These type of private initiatives were never really considered when the Canada 

Health Act was legislated and there is no doubt that they are eroding Canada's nonprofit 

system. Paradoxically, however, it is a private initiative that is explicitly allowed under 

the Canada Health Act - that of private clinics serving workers' compensation cases - 
that is most threatening the long-term viability of the medicare system. 

In Canada since at least World War I, the workea' compensation system has 

been financed by employers based on safety assessments and the number of workers 

employed and is a shared risk fund. In exchange for employers funding wage 

replacement. retraining and medical services for workers injured on the job, workers 

forego their right to sue even if the employer is at fault. Workers' Compensation Boards 

( WCBs) - agencies of the provincial governments - collect premiums and administer the 

funds (Fuller. 167). If a worker is injured on the job. the WCB pays the wages and 

finances any rehabilitative or other required service which can be provided by either the 

public or private health care systems. "Thus, while Boards are privately fbnded by 

employers, they are publicly accountable institutions" ( 168). Nevertheless under the 

so-called "exclusion paragraph" in the Canada Health Act, workers' compensation 

systems are excluded from the criteria of the act ( 170). 

Despite the act allowing for a workers' compensation health system operating 

parallel to the public health system, before the 1990s most boards obtained many services 

From publicly-funded, nonprofit providers as the system was both cost efficient and 

effective (1  71). As hospitals and beds closed and outpatient rehabilitative services were 

rationed, however, both employers and workers expressed frustration at lenbghy waiting 

times. Workers' Compensation Boards more vigorously exploited the loophole in the 

Canada Health Act and private rehabilitative and day surgery clinics started to sprout up 

in response to the increased demand ( 169). One such day surgery clinic is owned by the 



Health Resources Group (HRG) which was founded in Calgacy in 1995 by former 

regional health officials, physicians, and well-placed i n v e ~ t o n . ~ ~  

HRG received $2 million in start-up capital kom the Canadian Medical Discovery 

Fund, a joint project of the federal government's Medical Research Council and MDS. 

Canada's largest health corporation. HRG was seen by the federal government as a 

private enterprise that could successfully "partner" with publicly funded institutions 

( 1 12). Thus while in public. federal health ministers may fret about the medicare-eroding 

actions of Alberta and even occasionally rattle their fiscal sabres, "behind the scenes" the 

federal govemment is Funding private medical initiatives, initiatives that are doing their 

part to threaten the long-term viability of the publicly-funded system. Indeed. HRG has 

been identified by medicare activists in Alberta as the one biggest threat to Canada's 

public system. Taking over the third floor of the Grace Hospital in Calgary (another 

hospital closed due to "excess bed capacity"), HRG opened a 37 bed. for-profit "clinic" in 

September 1997. HRG indicated that it was going to offer orthopedic, general. and 

plastic surgery, inpatient and outpatient medical and rehabilitation services, and services 

to suppon clinical drug trials ( 154). It submitted that it would be targeting workers' 

compensation claims and would perform day surgeries, and therefore had no problem 

obtaining accreditation from the Alberta College of Physicians and Surgeons which is 

responsible for regulating surgical clinics (or "non-hospital surgical facilities") ( 188). 

1'" Investors in HRG include: Frank King (CEO of HRG), former chair of the Calgary 
Olympic Organizing Committee with strong links to the petroleum industry and a 
member of a number of corporate boards; Peter Burgener (head of the HRG board) 
former chair of the Calgary District Hospital Group and the husband of an MLA in 
Klein's government; Jim Saunders (no relation to Tom Saunders) (President of HRG), 
former chief operating officer of the Calgary Regional Health Authority who supported 
the participation of for-profit companies in the delivery of nursing, home care, cataract 
surgery, rehabilitation, and palliative care; Dr. Stephen Miller (chief medical officer of 
HRG and director), chief of orthopedic surgery at the Foothills Hospital and an associate 
clinical professor at the University of Calgary; Tom Saunders (Vice-chair of HRG and 
director), executive with U.S.-based Sun Healthcare Group; Dr. William Cochrane 
(director of HRG), former dean of medicine and former president of the University of 
Calgary, former deputy minister of Alberta Health, investor in a health venture capital 
fund owned by MDS (Fuller 1 84- 1 8 5). 



In December, 1997. however, HRG applied to the College to expand its services 

to include procedures that would require patients to stay overnight. The college indicated 

that overnight stays would change the status of the clinic to a hospital, and only the 

province could regulate hospitals. Moreover. the legal definition under current Alberta 

legislation was that a hospital was a facility that was publicly funded. Accordingly, the 

College stated that it did not have the authority to regulate HRG and rejected its 

a p p l i c a t i ~ n . ~ ~ ~  The college also called on the Alberta government to order an evaluation 

of the trend to privatization ( 1 8 7- 1 8 8). 

The Klein government, faced with ovenvhelming opposition, declined to grant 

HRG's application. Instead, in March, 1998 it introduced Bill 37. a bill that created a 

new entity called a "treatment facility" and which would have allowed the Minister to 

make the find decision for approval or disapproval of the application. The govemment 

indicated that this bill reflects the government's legislative effons to "protect the health 

system." The Friends of Medicare, however, saw Bill 37 as "the wrecking ball that will 

break down the wall of medicare." The coalition argued that it will allow private hospital 

facilities to open in the province leading to a two-tier system (Edmonton Journal, 

November 7. 1 998). Opposition parties were also very skeptical of the bill. The New 

Democrats, for example. argue that if the health Minster redly wanted to protect 

medicare, he should state in the legislation that private hospitals could not offer any 

publicly insured procedure, rather than creating an entire new category of health care 

facility (Calgary Herald. November 25, 1998). The Bill was withdrawn twice in 1998 by 

the government due to ovenvhelming public opposition and was then referred to a "blue 

ribbon panel" for study in 1999. It is therefore obvious that, despite the strong message 

that Albertans are sending their govemment about protecting the public system, the 

government - by not dropping Bill 37 - seems just as determined to erode its foundations. 

I5O HRG pushes the envelope on overnight stays. It admitted in 1998 that patients 
"sometimes stay overnight to recuperate from procedures, but it is not a medical 
requirement . . . We've provided an option for day-surgery patients if they wish to spend 
the night for their own comforts and convenience, they can. It is not for medically 
required reasons ." (Edmonton Journal, February 1 9, 1 99 8). 



Indeed, the latest ( 1999) provincial and federal budgets, despite rhetorical health 

care "reinvestment" announcements, are really nothing more than public relations spins 

desibmed to placate Canadians who are growing ever-increasingly worried about their 

medicare system.lsl The federal Liberals, for the second year in a row, brought down a 

budget with no federal deficit and indeed had a surplus to get rid of. While they 

promised to spend an "additional" 11 -5 billion dollars on health care, this amount is to be 

spread over a f ve year period and still does not return Funding to the levels it was in the 

early 1990s. After the massive cuts that have been suffered and the state that health care 

is now in, the head of the AMA, a representative From the United Nurses of Alberta. and 

a Calgary actuary labelled it as "too little and maybe too late" (Calgary Herald, February 

17, 1999). Similarly, the Alberta budget promised to "increase" spending by $935 

million over the next three years - "$700 million higher than when cutbacks began in 

1992-93" bragged Provincial Treasurer Stockivell Day - but he forgot to mention that this 

figure does not take into consideration population changes nor inflation (Calgary Herald. 

March 12. 1999). Moreover. cutbacks actually began in the 1980s and not 1992. with per 

capita funding of health care peaking in 1987 (Taft 95). Thus, even with the "increase" in 

spending, per capita Funding in 1999 is lower than it was in 1987. 

These less than spectacular budget figures match the actions of both the federal 

and provincial Ministers of Health. When Federal Minister of Health Allan Rock was 

questioned in February, 1999 as to whether he would penalize Alberta like his 

predecessor Diane Marleau if Alberta "dabbled again with private hospitals and facility 

fees," Rock said he would "wait to see what the province does before reacting" and 

indicated that the "health-care system has always included private services such as eye 

care and those services can be accommodated by the Canada Health Act' (Calgary 

Herald, February 14, 1999). Similarly, Alberta Health Minister Halvar Jonson held 

IJ1 An Angus Reid Poll held in early 1998 revealed that health care was the top concern in 
all provinces and that the confidence of Canadians in health care had dropped steadily 
under the federal Liberal government (Edmonton Journal March 1. 1998). The 
Environics Research Group reported in February, 1998 that 72% of Albertans thought 
health spending should be increased (Calgary Herald, February 27, 1999). 



another health summit in Calgary in 1999, one of the main purposes of which was to have 

participants prioritize essential health care services. Despite their instructions, most 

participants - which included "randomly selected citizen delegates" as well as regional 

health authority officials, academics and health worker union officials - refused to do so 

(Calgary Herald, February 27, 1999). Thus, both Ministers of Health have not lost their 

enthusiasm for increasing health care privatization. they are just going through the back 

door to do it. 

The neo-liberal actions taken by Canada and its provinces are applauded by the 

international monetary institutions. The IMF, for example, in its February 5.  1999 report 

regarding its Article N Consultation with Canada,I5' commends the current government 

for its -'decisive efforts" in improving the federal fiscal position. namely bringing do~m 

the debt and keeping Canada's inflation rate at among the lowest in the industrial 

countries (34-35). The "financial challenges faced by the health care system" received 

special note (34). Directors noted that "important steps" had been taken to deal with the 

challenges. Specifically: 

Directors welcomed the effons of the provinces to 
implement plans to maintain or achieve budget balance or 
surpluses by 2000. They stressed, however, that fiscal 
consolidation at both the provincial and federal levels had 
been reflected in substantial efforts to contain the growth in 
outlays for medical services and to improve the efficiency 
of the health care system, but they were doubtful that that 
approach could be relied upon to contain the increases in 
health care costs that were likely in the hture (35). 

In other words, while health care cutbacks had been a successful strategy in the 1990s - 
and indeed were seen as an insnumental component in the objective to achieve balanced 

budgets - other strategies to maintain costs need to be used in the hture. While no 

suggestions are given specifically for health care in this report, the IMF's typical 

- - 

Is' Recall from Chapter Three that the IMF tries to hold bilateral discussions with its 
members annually. Since 1997, Public Information Notices, which summarize the main 
features of the discussion, have been made publicly available. 



suggestion in this area as outlined in Chapter Four is to have governments continue to 

implement "sound macroeconomic policies" in order for them to foster the appropriate 

conditions for social policy development. "Sound macroeconomic policies," of course, 

include increased privatization and a regulatory framework which cultivates expanded 

international Free trade. Indeed, it appears that Canada here too is on the right track as 

"Directon commended the Canadian authorities for their long-standing pursuit of liberal 

international trade through regional and multilateral forums" (36). 

The 1990s marked a "turning point" for Canadian and Alberta health care policy. 

Monetarist economics and the neo-liberal policy paradigm were fully embraced. while 

Keynesianism all but disappeared. A concerted attack was made on the concepts of 

citizenship entitlement and social rights, concepts that were already weak in both the 

province and the country. 

Premier Ralph Klein in the name of debt and deficit reduction applied "major 

cuts" to the health care system in Alberta, a system that had already suffered cutbacks in 

the late 1980s with the attendant closing of beds and staff layoffs. Parallel to these curs - 
on the basis of the assumption that health care funding had to be reduced - was a 

"restructuring" process. This restructuring process included reorganization into a 

regional structure that downloaded responsibility - but little money - to 

government-appointed boards. the rationing of health care. a use of discoune that eroded 

the idea that access to health care is a citizenship entitlement but promoted the principles 

of "freedom" and "choice." an attempt to define "core services." and the promotion of 

"outsourcing" and other "business opportunities" to global, U.S. and Canadian-based 

corporations and insurance companies, locally-based "entrepreneurs" and medical 

professionals. 

Most of these changes were done with the compliance - and indeed in some 

instances the promotion - of the federal government. Chanting its own debt and deficit 

mantra with the accompanying massive cutbacks to social policy, the federal government 

also promoted privatization, deregulation and the corporatization of health care through 

trade deals such as the FTA and NAFTA. Through the CHST the Liberals formalized in 



legislation what the Mulroney Conservatives had initiated in practice: a withdrawal of 

both federal dollars and presence from the provincially-run welfare, social services, post 

secondary education and health programs. While the government uged  Canadian 

citizens to lower their expectations and cut back on social transfers, it worked with health 

service and insurance corporations, developing strategies with them in order to promote 

their success and giving them public funds through such channels as the Canadian 

Medical Discovery Fund. 

VIM. Overall Impacts u f "Restructuring" 

Since the mid 1980s the federal government has cut billions from federal social 

transfers. Since the late 1980s, the Alberta government has cut millions from its health 

care budget. These cuts have been accompanied by a "restructuring" process on both 

levels, with a resultant framework which minimizes the direct role of the state in 

regulation and delivery of health care and promotes the privatization and corporatization 

of health services. The deep cutbacks justified on the basis of TINA, and the retreat o f  

political will which has occurred in the name of "resmicturing." has had a negative 

impact on Canada's universal medicare system. This section will examine some of the 

specific impacts that cutbacks and restructuring have had on the system, as well as the 

people who need care fi-om it and the employees who work within it, paying particular 

attention to the situation in Alberta. 

The "hybrido' system that developed in Canada gained world renown. Viewed as 

a "middle way" between Britain's system of '*socialized medicine and America's 

"private" one, it developed a universal model with both public and private elements that 

delivered an enviable quality of health care to all citizens, regardless of socio-economic 

status. The health of Canadians substantially improved with the advent of its medicare 

system. The infant mortality rate went from 27.2! 1000 live births in 1 96 1 to 9.6 in 1 98 1 

and by 1994 was only 6.8. In contrast, the United States' market medicine model 



produced an infant mortalility rate in 1994 of 9.1, similar to what Canada's had been in 

198 1 and much higher than Canada's 1994 rate (OECD 1994(b), 108; Fuller, 149- 1 50).153 

Canadians' high health status, however, is in jeopardy as the  count^ moves closer 

to the market mehcine model of the United States. The ratio of public to private 

spending on health care in Canada is continuously decreasing. Private expenditures as a 

total of health care expenditures in Canada has grown kom 25.3% in 1980. to 27.S0b in 

199 1 (OECD 1995(a), 30), to 30.2.06 in 1997 and is forecast to go even higher."' 

Passing the 70 (public) to 30 (private) ratio is considered a watershed, a signal that a 

health care system is moving toward a more privately funded model. In this regard, the 

OECD's standard is now 75 to 25, and the ratio in the United States is 40 to 60 

(Edmonton Journal, November 20, 1998). 

There is no doubt that the increase in the private expenditure of heaith care is due 

in large part to government cutbacks and restructuring, especially in Albena. as Albertans 

have the dubious distinction of living with the decisions of a government undertaking the 

most radical restructuring measures of any other province. An excellent example of how 

decisions made at both levels of government have increased the amount of private 

expenditure paid by Albertans is in the area of prescription drug costs. 

Due to the federal bill that restored patent protection to drug companies in the 

1980s, drug costs have risen faster than any other area in health spending: horn 1987 to 

1996 the cost of prescription drugs rose by 9394 (Fuller, 19 1 ). Alberta is the only western 

province without a universal drug program;155 indeed, one-third of its population lacks 

Recall from Chapter Five that the infant mortality rate is considered a reliable indicator 
of the socio-economic environment and the level of health care as children are the least 
able to withstand deprivation. Recall, also, that quantitative indicators are subject to 
substantial time lags. 

1980 and 1 99 1 figures are from Health and Welfare Canada; 1 997 figure is from the 
Canadian Institute for Health Information. 
I J 5  Seniors and social assistance recipients have some of their drug costs subsidized. In 
late 1998, the y o v m e n t  introduced an "Alberta Child Health Benefit Plan" (funded 
through the federal National Child Benefit) to help pay for prescription drugs and some 
other health benefits to children of the "working-poor." The plan is not a fill subsidy but 
a sliding co-payment plan. "By providing health benefits to kids, the province hopes to 



any type of prescription drug coverage at all (Edmonton Journal. December 2 1. 1998). 

The combination of the federal bill and the lack of drug program in Alberta has resulted 

in many Albertans paying substantially more for drugs that are prescribed to them. For 

those Albertans who do have private insurance coverage (including non-profit plans such 

as Blue Cross), higher drug costs are reflected in increased premiums (Calgary Herald, 

F e b r u q  17. 1998). 

This situation is exacerbated by the early release procedure that has been adopted 

by most hospitals due to critical bed shortages. In hospital, drugs are free to the patient 

at the point of delivery but patients must pay for drugs once they have been released. 

Outpatient drug costs for some people are simply not affordable and many new h g s  

have not been added to the provincial drug list. Multiple sclerosis sufferers, for example. 

who do not have a drug plan, face charges of up to $17.000 a year for new drugs that 

offer them relief; others who suffer from chronic diseases and some forms of cancer pay 

$200 - $900 a week for intravenous drug therapies (Calgary Herald, February 17, 1998). 

In the 1999 budget, the province added another "targeted program in response to 

complaints of huge drug costs: $6 million is to be used to cover the cost of prescription 

drugs for short-term. acute-care patients who are treated at home to a maximum of 

$1,000. Considering the high cost of drugs, this will certainly not be enough for some 

people and. as a representative of the Friends of Medicare indicates, the money alone 

"doesn't address the issue of Albertans being sent home eariy from hospitals" (Calgary 

Herald, March 1 1 ,  1999). 

The government, however, has no intention of addressing the issue of Albertans 

being sent home early from hospitals because, from its ideological perspective, there is 

nothing wrong with doing that. This assumption is based on the government's view of 

the family, and specifically women's role within it: 

encourage more people to leave welfare for the job market or for academic upgrading. 
Welfare recipients have [some] health benefits paid for, but low-income jobs often don't 
provide coverage." In other words, the program was offered as an incentive for people to 
leave welfare and obtain "gainful" - although benefit-less - employment. (Edmonton 
Journal, February 19, 1998). 



The Klein government's vision of the ideal family fuses 
neoliberal and neoconservative goals. With dad at work 
and mom at home caring for the kids, providing support for 
the elderly or ailing relatives, and offering her services to 
school and community Free of charge. many government 
services can be slashed, satisfying the neoliberal ethic, 
while women are increasingly compelled to play the roles 
to which the neoconservative agenda consigns them (Dacks 
et a1 1995.27 1 ). 

Thus. women are now expected to fulfil the health care duties for free that other people 

(usually women) had previously been paid to do, such as nursing. In this regard. as 

women make up 79 percent of employees in medical and health occupations, the layoffs 

and wage reductions hurt them more than any other group (Dacks et al, 776). It is 

estimated that in the period 1993-1995 alone, approximately 3,000 registered nurses lost 

their jobs and another 2,000 - 3,000 suffered from significant casualization. that is. their 

jobs became part-time or "casual," with less hours, lower wages. and no benefit 

entitlements (Dacks et a1 175). Still other jobs were downgraded or de-skilled (Tafi. 29). 

Some registered nurses have found employment in the private sector (for example in 

home nursing jobs). but they often earn two-thirds or less of their previous wage (Dacks 

et al, 276). Those women who were "fortunate" enough to keep their public sector 

nursing jobs are over-worked and thus wony about the care patients are receiving. In 

1998 the Albena Association of Registered Nurses reported that there was a five-fold 

increase of complaints regarding patient safety from 1994 (Calgary Herald, July 29. 

Although the government may "expect" women to stay at home to take care of 

ailing relatives, many either can't or won't. Many families are forced to pay corporations 

(where many "previously public" nurses now work for low wages) for private home care. 

As a shiny Liberty Health "Flexcare Health Plan" brochure points out, there is only 

"limited coverage in some cases" for home care and nursing, medical equipment and 



supplies. More people paying for home care due to early release From hospital is thus 

another reason the proponion of private expenditures in health care has increased. 

Private insurance companies market their plans around the gaps in provincial 

health insurance plans. Alberta medicare, never the most comprehensive of provincial 

plans, has reduced its support for physiotherapy and optometry, and has started down the 

slippery slope of de-listing procedures.~JWo wonder that in May. 1998. when American 

insurance giant Liberty Mutual (Health) entered the Alberta market, former Prime 

Minister Joe Clark, a member of Liberty3 advisoly board, was able to indicate that it was 

a "natural fit" between the province and the company (Calgary Herald, May 5. 1998). 

The Liberty Mutual "Flexcare" brochure promises to "bridge the gaps" in "your 

provincial health insurance plan." Entitled "Why your provincial health insurance plan 

may not be enough" it promotes its own "generous coverage" by listing all the items the 

provincial plan doesn't cover. This marketing scheme is very effective as it starkly 

reveals that the provincial health insurance plan is nor "enough." The Alberta 

government by de-listing procedures, rationing public care. and failing to cover new 

services is. by its oivn actions. creating a demand for private insurance. 

It is also creating a demand for a private health care system. Pick up a newspaper 

on any given day in Alberta and you will be sure to find at least one article describing an 

emergency or a concern about health care. It is totally evident that the public health care 

system in Alberta is starved For funds and is lurching from crisis to crisis. By the 

beginning of 1999, the waiting list for surgery in the Calgary area done was at a 

staggering 12,600 people (Calgary Herald, February 16, 1999). People who were 

fortunate enough to be admitted to hospital, could spend days without a room. their beds 

lining the hallways (Calgary Herald, February 5, 1998). By March 1 1, 1999, there had 

already been eight ambulance diversions in the new year, due to overflowing hospital 

capacity and it was reported that nvo elderly patients had been sent home in the middle of 

15%ereas, for example, vasectomies and reverse tubal ligations were once covered they 
no longer are. 



the night to make room for emergency care (Calgary Herald, March 1 1. 1999). This 

situation has continued. 

"Entrepreneurs" and corporations recognize that there is a "demand" not being 

met and so they are building hospitals and providing needed services. They are offering 

private care and private insurance as an alternative, and as waiting lists grow longer and 

more ambulances are diverted and more beds line the hallways of public hospitals. the 

alternative is going to look better and better. 

In this chapter Alberta's (and by association Canada's) health care policy was 

examined within its historical political and economic context. Its development was 

traced from the 1867 British North America Act which separated the division of powers 

benveen the federal and provincial governments. to the restructuring that is occumng in 

the 1990s. The influences of both a British heritage as well as a close proximity to 

American economic interests and political ideologies was examined. Effectiveness. 

equity, access, efficiency, and cost and financing, as well as people's experiences with 

health policy, were some of the specific issues looked at. Particular attention was paid to 

the relationship benveen the governments of Canada and Alberta, the role of ideas, 

ideology and class interests in the formation of health policy, and the capacity and 

autonomy of both the state and the province to implement same. This chapter has 

revealed that the major turns in health care policy in Albena are a product of competing 

class interests and dominant ideologies within the framework of Canadian federalism and 

are systemically related to the forms and phases of world economic development. 

The I867 British North America Act divided the division of powers between the 

federal and provincial governments. While the power to tau was largely the federal 

government's, the jurisdiction for health was mainly the provinces'. From the beginning, 

regional and ethnic issues have predominated in Canada and class cleavages have been 

obscured. Alberta developed a "quasi-colonial economy" and a "quasi-party" system 



wherein one-party rule governments have traditionally revolved around a smng leader 

who has fostered the illusion of a general interest. Whereas the socialist tradition is quite 

weak in Canada as a whole, it is almost non-existent in Alberta. American ideas and 

ideology are especially prevalent in this prairie province. 

At the time of Confederation, health care was basically a private affair but by the 

early twentieth century - as in other industrializing countries - workers were struggling 

for better working conditions, which included health care schemes. A national debate 

ensued regarding the role of government in facilitating the health of its citizens. Whereas 

most citizens wanted universal access to and nonprofit delivery of care. it was opposed by 

organized medicine, big business and private insurers. positions that have remained Fairly 

consistent through the years. 

The Great Depression acted as a catalyst for renewed discussions about a public 

health system. Nevertheless, public health care came late to Canada when compared to 

European states. This can be explained by a combination of a weak socialist tradition and 

the stmcture of Canadian federalism which gave the power to tau to the federal 

government and the responsibility for health care to the provinces. Elites were able to use 

jurisdictional arguments to oppose and delay public health policy initiatives. An example 

of this is the Ontario government's successful legal challenge to Bennett's country-wide 

Etnploynent and Social Insloance Act, which included a proposal for health benefits. 

Nevertheless, by the 1940s there were a number of economists in the Canadian 

government who were disciples of Keynes. They believed in government intervention in 

the form of countercyclical demand management in order to smooth out economic booms 

and busts, and argued that the federal provision of social security measures would suppon 

consumer buying power. The Marsh Report ("the Canadian Beveridge plan") and the 

Heagerty Report both recommended a comprehensive social security system in Canada. 

including a comprehensive system of public medical care for the entire population. 

Moreover, the province of Saskatchewan had a strong social democratic (CCF) 

government which was committed to public health care initiatives as it viewed access to 

health care as an inalienable social right of citizenship. The CCF kept the idea of health 



care on the political agenda and in 1947 it implemented a compulsory, universal hospital 

insurance system. 

Alberta, on the other hand, was under the governance of the Social Credit Party 

and rejected out of hand Saskatchewan's "socialist" plan, invoking instead a "voluntary" 

patchwork system of provincially-subsidized, municipally-administered and financed 

plans. This scheme was not as effective as the universal system but it was more in 

congruence with the government's professed laissez-faire beliefs and cost the government 

much less money. 

Workers and citizen groups across the country continued to push for a national 

health program and finally, in 1957, the Hospital and Diagnostic Services ;lcr was 

passed, an act which provided a nation-wide federal cost-sharing scheme to assist with 

hospital insurance. The CCF Saskatchewan government. which already had implemented 

hospital insurance, decided to use the h d s  to introduce a universal medical insurance 

plan, a proposal [hat was met with howls of protest from physicians, the business 

community, drug companies, and private insurance companies. An agreement. in which 

it was agreed that health care would be financed by the govemment but that it would be 

planned, organized and administered by the private sector and that doctors would be paid 

for on a fee-for-service basis. had a large impact on the future of government-sponsored 

medical plans in Canada. 

Insurance companies and physicians, worried that the Saskatchewan initiative 

would spread across the country, requested a national commission of inquiry (the "Hall 

Commission") to be held on the matter of health insurance and embarked on an active 

lobby campaign in an attempt to sell provincial governments on the benefits of their 

"voluntary" subsidy scheme. They were successful in Alberta, which continued to be 

governed by the Social Credit party and was ideologically opposed to a "socialized" 

system which removed all "direct individual financial responsibility." The Alberta 

government implemented "Manningcare," a plan in which the government paid subsidies 

to low income earners so that they could obtain medical insurance coverage through 

either doctor-sponsored or private insurance companies. 



In the meantime, the Hail Commission recommended a tau-supported public 

health insurance model as the mechanism through which a self-regulated privately 

administered health system could be managed. This recommendation was reflected in the 

1965 federal iWedica1 Care Instrrance (Medicare) bill in which Ottawa agreed to enter 

into a 50-50 cost sharing arrangement with the provinces. The -'medicare" insurance 

system was a product of competing class interests and ideologies consistent with the 

current phase of world economic development. The public paymenuprivate 

administration approach was a compromise position that appeared to meet the interests of 

all classes involved and was not too "socialist." Moreover, a national health insurance 

program would not only remove barriers to access (a good thing) but would, in 

accordance with Keynesian economic thought. act as a powerful economic stimulant (an 

even better thing). The philosophical partner of Keynesian economics - social rights - 
was obscured while the economic benefits (such as job creation) were highlighted. Both 

the hybrid medical insurance system that was recommended, as well as the highlighting 

of economic benefits rather than of social rights, was a result of a combination of the 

weak socialist tradition in Canada and its close proximity to American interests and ideas. 

So ideologically opposed to medicare was the Social Credit Albena government 

that i t  only announced in 1969, after extreme public criticism and the resignation of its 

Health Minister, that it would join the plan. The new Progressive Conservative 

government that replaced Social Credit in 197 1, so too was a reluctant medicare 

participant. Even with huge oil and gas revenues, the Alberta government continued to 

charge premiums, considering them an important philosophical element in Alberta's 

health system. 

Only six years after Ottawa had agreed to enter into a 50-50 cost sharing 

arrangement with the provinces to fund medicare, the federal government - like so many 

other industrial states in the 1970s - embarked on an anti-inflation crusade. Social policy 

concerns and initiatives were increasingly held hostage to the imperatives of the 

Department of Finance. One of the first areas it targeted was its funding relationship with 

the provinces and under the 1 9 77 EPF Act, the federal government decreased its financial 



contribution to health care. The provinces, in exchange, were given more leeway in the 

design and funding priorities of their systems. 

As public-health advocacy coalitions had foreseen, the EPF program resulted in a 

deterioration of the national standards of comprehensiveness, universality, public 

administration, and portability. The Alberta government was one of the wont offenders 

and very belligerent about it. It raised premiums. allowed extra-billing and announced 

that it would be giving "Alberta the first universal system of hospital fees in the country." 

The federal Minister of Health, used a combination of the federal regulatory framework 

and its spending power to combat these types of actions by introducing the Canada 

Health Act in 198 4. While the act banned user fees for hospital care and extra billing. 

added the important fifth principle of accessibility, and outlined specific criteria that had 

to be met in order for provinces to get funding, it also left some glaring gaps and used 

ambiguous language such as the tern "medically necessary services." 

When the Mulroney Conservatives came to power they announced that medicare 

was a "sacred trust," and withheld funds from the provinces that continued to extra-bill. 

including Alberta. Nevertheless, during the Mulroney years the government cut $30 

billion From health care alone. It engaged in Free trade negotiations and passed a bill 

which restored patent protection for drugs. The Bank of Canada and the Finance 

Department made the fight against inflation the number one priority and created a huge 

deficit. In sum. following the footsteps of Thatcher and Reagan. the Mulroney 

government abandoned Keynesian principles and employed monetarist economics within 

the policy paradigm of neoliberalism with almost fanatical zeal. 

In 1992, the Progressive Conservative Party in Alberta elected a new leader and 

created a crisis atmosphere around the debt and deficit. In doing so, it was able to run a 

successful election and form the government again. Claiming that Albertans were facing 

a .  overwhelming economic crisis the government embarked on a fluny of cuts and 

commenced upon a "resttucturing" of Alberta's social and economic landscape. The 

health area was a prime target: it not only consumed 30% of total government 



expenditures but governments in Alberta had only ever given grudging support to 

"socialist" medicine. 

The "restructuring" of the health sector in Alberta h a t  is currently being 

undertaken is based on the false assumption that there was and is the need to reduce 

health funding. The discourse used erodes the idea that access to health care is a 

citizenship entitlement and sends the message that health care is something that can and 

should be bought and sold. Strategies are employed that promote the use of private 

insurance and target the use of the private sector. Specifically, the government has 

de-listed some procedures. starved the public system of funds. and promoted the use of 

outsourcing. Decentralization through the use of "Regional Health Authorities" is 

employed, not as a means to make health planning more democratic and receptive to the 

needs and wants of the grassroots, but as part of a larger neo-liberal market-strategy to 

reduce state activity in the economy and encourage private investment. The Regional 

Health Authorities, which are appointed and not elected, employ "innovative solutions" 

such as user fees. "pamerships with the private sector." and the selling of capital assets 

in attempts (which often fail) to stay within their budgets. 

The privatization of health care in Alberta, however, could not be accomplished 

without the compliance - indeed the promotion - of the federal government. As the 

Mulroney govemment before it, the Liberal government that was elected in the 1990s 

embraced neoliberal orthodoxy as well. Key officials in the Depamnent of Finance. as 

well as media elites. appear to have been i n smen ta l  in convincing the federal 

government that it had "no alternative" but to employ brutal social spending cuts. While 

"globalizing imperatives" in the form of credit watches and the high debt may have 

"encouraged" Paul Martin to take the position he did, they did not force him to cut social 

spending to levels that had not been seen in Canada for fifty years, nor did they insist that 

h e  put Canada into the position of having the fastest pace of deficit reduction among the 

G-7 countries. Canada's "credit" was never downgraded and no international institutions 

were threatening to withhold money if a certain course of action wasn't taken. 



Having said that, however, Canada is a state that holds little political or economic 

clout. As was revealed in Chapter Three, the world system has an uneven power 

distribution and its structures reflect the interests of cenain states, namely at this point in 

history the United States. As Chapter Three showed, this structural power has been used 

in the past - even on the other "major powers" - to force compliance with a certain course 

of action (i-r.. Britain in the 1 970s). Today. however. this power isn't used quite so 

overtly. Rather. it is diffhed through the "transmission belts" of such institutions as the 

World Bank, the IMF, the OECD and the WTO which distribute and reproduce the 

dominant political position through techno-rational economic discourse, practice. 

multilateral surveillance, policy exchange, and "peer pressure." 

There is no doubt that Canada, as a close neighbour of the United States. feels the 

"pressure" to co-operate more than most. Nevenhdess. policy is not simply a product of 

competing state interests but of competing class interests as well as is vividly shown in 

the Canada-Alberta context. There are elites and corporations within Canada who have 

never been in suppon of medicare and want to see the public system of health care eroded 

because they see that erosion as being in their own best interests. Increasingly. the 

federal govemment is supporting these attacks on medicare with fiscal responsibility and 

global competitiveness arguments. While monies cannot be found to give the provinces 

adequate transfer payments. the Liberal government finds the monies to suppon such 

initiatives as the Canadian Medical Discovery Fund. This fund. which finances private 

health corporations, is a direct attack on medicare as it threatens the long-term viability of 

the publicly-funded system. There is no doubt that the federal govemment, especially 

through the participation of Industry Canada and External Affairs, is promoting the 

privatization and corporatization of Canada's health care system. The objective of 

Canada's health care policy has shifted from meeting the needs of Canadian citizens, 

towards assisting domestic health service companies to be globally competitive. The 

govemtnent's strategies are undermining Canadian ownership and control in the area of 

health care and are funnelling public monies into the pockets of private stockholders. 



Canadians were proud of the "hybrid" system that developed in their country and 

gained world renown. It provided an enviable quality of health care to all citizens and 

seemed to be a nice Canadian compromise between the British "socialist" system and the 

"private" model of the Americans. Nevertheless, the pendulum is starting to swing closer 

to the market model and both levels of government are providing the regulatory 

Framework that will continue to encourage it to do so. The latest offensive against 

medicare under the guise of cutbacks and "restructuring" has been especially successful 

in the province of Alberta and a two-tier system has already emerged. Nevertheless, 

medicare was a social benefit that was hard won and it will not be taken away without a 

hard fight. 



Chapter Seven: Conclusion 

This thesis sought to determine the extent to which states have been compelled to 

restructure their health care policies because of "globalization." It also sought to gain an 

understanding of how recent health care structuring, which has been justified by 

governments in part on the basis of "globalization," has affected health care programs 

and the people who utilize them. By analyzing globalization From a critical and historical 

perspective, and by comparing the health care programs of the state of Ghana. West 

Africa and the Province of Alberta in Canada, insights have been gained not only to these 

questions but also to a greater understanding of the complementary and contradictoty 

relationships between classes, states, capital and the larger world economy and how these 

relationships - and their structures - reflect power distribution and propel change. 

Globalization is not a phenomenon in and of itseif. It is not a technologically- 

driven. unilinear and unstoppable force that is sweeping us into the twenty-first century. 

And it is certainly not the inevitable result of "natural" economic laws as it is most 

commonly portrayed. Globalization is an outcome of a dialectical process that generates 

its own contradictions. It is the result of certain policy choices. choices that have been 

made over time by people in positions of power, and in the interests of certain classes and 

states. In sum, globalization is the latest manifestation of capitalist world development. 

Placing health policy milestones within their historical economic and political 

contexts reveals the relationship between world capitalist development and health policy 

change. Miasma theory interpreted within a capitalist context developed into modem 

public health measures, European-based exploration and colonization triggered the 

international health movement, and the attempts to preserve the capitalist political and 

economic system produced comprehensive health insurance and national health systems. 

Health policy is thus the product of competing statuclass interests and dominant 

ideologies within the framework of world economic development. 

The changes that are occurring to health care policies today under the rubric of 

restructuring and the accompanying government cutbacks are also a reflection of changes 



that are occurring within the world economy and between classes and states. As 

contradictions in the global economic and political structure grew, and as Keynesian 

economics which acted as the glue for the post-war class compromise continued to show 

anomalies, the policy paradigm of neo-liberalism was vigorously promoted by ideologues 

and financial and industrial capitalists as an alternative that could provide solutions. By 

the mid 1980s Keynesianisrn and the class compromise it symbolized was dead. By the 

early 1990s. with the collapse of the Soviet Union the bi-polar inter-state system was as 

well gone; an indicator. some argued. that the "Washington Consensus" was the only 

alternative. 

Internationalized policy environments were, and continue to be. instrumental in 

the creation and stabilization of the neo-liberal policy paradigm. Contrary to popular 

belief, trade and capital markets are neither naturally efficient nor inherently stable: they 

require both state regulation and international co-ordination. States in the last hventy 

years have been busily implementing regulatory mechanisms at the international level - 
mechanisms that are beyond the "legitimate" political control of domestic citizens - so 

that there is now more international regulation than has ever been witnessed before. 

Internationalized policy environments include multigovemance ( for example. the 

institutionalized working relationship benveen officials in G- 1 0 governments. the I MF. 

the World Bank and the OECD), private regimes (most notably the BIS). and 

intergovernmental negotiations (such as the G-10 summits). There is significant 

institutional development at both national and supranational levels and politicians. 

bureaucrats and civil society actors engage in a multitude of cooperative working 

arrangements to stabilize the world economic system - a system which continuously 

works in the best interests of developed states and the elites within them. 

Within these internationalized policy environments, professional economists play 

a key role. Indeed, it was revealed that not only do economists play a predominant role in 

policy formation. but that the communications between states and the IMF culminated in 

the 1980s with the "Washington Consensus" - the apparent convergence of economists 

and government officials to the acceptance of, and adherence to, neo-liberal economics. 



This network of economic professionals have recognized expertise and competence, make 

an authoritative claim to policy-relevant knowledge and share normative and principled 

beliefs as disclosed in the Washington Consensus. This transnational network therefore 

forms an epistemic community as defined by Haas and has a sustained and intense 

influence. 

Although denied and obscured, economic analysis is a tool for discussing matters 

that are inherently political and is in itself a political language. Current economic 

discourse is not value neutral nor objective. It is embedded in the principles of 

neo-classical economics and is used to propagate the neo-liberal ideological perspective 

and champion the interests of powerful classes and states. Nevertheless. cloaked in the 

garb of science and objectivity, current economic discourse is used as a key tool in the 

resaucturing and reformation of public policy, including health care policy. The actions 

and discourse of the World Bank, the IMF, the OECD. the World Health Organization. 

and state leaden reveal that there is a neoliberal agenda for action in the health sector. 

How this agenda for action is implemented is dependent on a state's economic and 

political position in the world system. This was revealed in the comparison of the health 

care programs in Ghana and Alberta. Specifically, the comparison revealed that while 

some government leaders really do not appear to have any alternative but to restructure 

their health policies due to their weak economic and political position, others use the 

TINA slogan (knowing it to be false) to intentionally restructure the political and 

economic landscape. 

In this regard, it appean that the government in Ghana in 1983 was in dire straits. 

Government leaders were in desperate need of assistance to solve the external balance 

crisis and severe shortages of goods. The Bretton Woods financial institutions were the 

only sources of external financial assistance available to them. Under the auspices of an 

ERP and later a SAP, Ghana was loaned funds for health projects which were "tied" to 

conditions. One of the first conditions was that the Ministry of Health generate revenue 

equivalent to 15% of its annual recurrent expenditures which it did through the 

substantial increase of regressive user fees. As time went on other items and services 



were identified as "revenue generators." The World Bank also initiated a decentralization 

initiative as part of the larger neo-liberal economic strategy for Ghana. After the 1992 

election, government officials created a Vision 2020 document and a Medium Term 

Health Strategy for 1997-200 1 based on neo-liberal principles. While it is not clear how 

much direct influence the World Bank and the IlMF had on the construction of the 

Medium Term Health Strateky. the basic principles of the strategy - prioritization. 

decentralization. increased privatization. individual responsibility. and "getting the 

systems right" - show that Ghanaian policy makers were guided by the neo-liberal policy 

paradigm that had originally been introduced by economic officials from the World Bank 

and the IMF. Health policy makers still face real structural constraints in that health 

budgets are reviewed and need the approval of the Ministry of Finance, which in turn is 

constrained by the policy conditions of the IMF and the World Bank and the interests of 

foreign investors. 

The government of Alberta. on the other hand, was not coerced into cutting back 

on health expenditures or undergoing restructuring. However. it grossly inflated its debt 

and deficit figures in order to create the appearance of a crisis so that it would have a 

convenient political rationale to undergo - vohmtari[v - the same type of restructuring 

process Ghana underwent on a mandatory basis and under the supenrision of the World 

Bank. Indeed. the restructuring measures that Alberta continues to undertake are 

remarkably similar to those of Ghana as they are based on the same neo-liberal principles: 

decentralization, prioritization, increased privatization, individual responsibility, and 

"getting the systems right." For example, the same type of decentralization strategy 

encouraged by the World Bank in Ghana, was also used in Alberta by Premier Ralph 

Klein in the early 1990s when the Regional Health Authority's Act amalgamated 

Alberta's 140 hospital and health unit boards into seventeen regional boards. As in 

Ghana. business plans developed by the regions need to be approved by the Depamnent 

of Health and the government - through its Treasury Board - retains fiscal control. 

Regional health authorities are given global budgets based on "historical factors" and are 

to maintain their spending within these budgets (or find so-called "innovative funding 



solutions") as they are not allowed to run deficits. Thus, decentralization measures which 

on the surface appear to "democratize" and give more attention to the needs and wants of 

the grassroots, in reality are part of a larger neo-liberal strategy to reduce state activity in 

the economy and encourage private investment. Moreover, as recently as February, 1999 

the Klein government was trying to get health summit participants to prioritize essential 

health services and regional health authorities are given fixed budgets to encourage them 

to prioritize and ration services. Global budgets also encourage RHAs to "get the 

systems right" by making their processes more efficient. Business plan documents 

emphasize the goal that health service plans should work to increase individual 

accountability and promote public acceptance of responsibility for individual health 

maintenance. The privatization of health care is vigorously promoted in Alberta through 

partnerships with the private sector. contracting out, and creating a demand for private 

health care. 

The Alberta government's assault on medicare - especially considering the 

historical attitude of Alberta governments - is ideologically-based and it is using TINA as 

an excuse to restructure the political and economic landscape for the benefit of elites. 

Alberta is a rich province and even with the cutbacks from the federal govemment it 

could have improved the public health system by increasing its revenues through taxes. 

The Alberta government has restructured the health area with a vengeance. It is only 

because of the strong belief in medicare by the majority of Albertans, the staunch 

commitment of the Friends of Medicare group. and an interested New Democrat 

Opposition that keeps the govemment on its toes, that the Alberta system has not been 

privatized even more. 

The federal government's motives are also ideologically based. It is evident that 

the current Liberal government as well as the Conservative govemment before it both 

embraced neo-liberal onhodoxy. The privatization of health care in Alberta could not be 

accomplished without the compliance of the federal government. While **globalizing 

imperatives" in the form of credit watches and the high debt may have "encouraged" Paul 

Manin to take the position he did, they did not force him to cut social spending to levels 



that had not been seen in Canada for fifty years, nor did they insist that he put Canada 

into the position of having the fastest pace of deficit reduction among the G-7 countries. 

Canada's "credit" was never downgraded and no international institutions were 

threatening to withhold money if a certain course of action wasn't taken. It appears that 

Canada's medicare program was threatened by brutal cuts because of the Finance 

Department's wish to make an ideological "statement" and please elites. In this regard. 

the "peer pressure" exened by officials in the World Bank. the IMF. the OECD, as well 

as other state finance ministers and international and domestic elites on the governments 

of both Canada and Alberta, should not be underestimated. 

Despite very large budget surpluses, both levels of government in Canada have 

only "re-invested.. token amounts in the health area while promoting the privatization and 

corporatization of Canada's health care system. The health "services" industry is on the 

brink of a huge trade expansion, especially considering the incorporation of health 

services into the parameters of the WTO, and the objective of Canada's health care policy 

has shifted from meeting the needs of Canadian citizens, towards assisting domestic 

health service companies to be globally competitive. Strategies include assisting health 

service indusmes to tap into foreign capital and helping companies find new markets so 

that they can troll for new "consumers." 

The gradual but consistent replacement of the word "citizen" with "consumer" 

symbolizes the commodification of health care and the erosion of the notion that access to 

health care is a citizenship entitlement. Through the "discourse of stealth," citizens are in 

real danger of losing their citizenship entitlement to health care, and face becoming 

consumers of services when they fall i l l .  In Alberta and Ghana, there is already a WO-tier 

system. In Alberta, people who have money can buy their way to the fiont of the line for 

physiotherapy or an MR.? scan; people who don't can wait for weeks due to the rationing 

restrictions. In Ghana, study after study reveals the negative impact of user charges on 

poor people's health, and there is the strong perception that people are dying because they 

are being refused modem medical care due to lack of funds. The commodification of 

health care serves only those who have the money to pay for it. 



There are thus strong similarities in the changes that are occurring to health care 

policy in Ghana and Alberta. Both are undergoing restructuring under the policy 

paradigm of neo-liberalism, changes which can be summarized under the headings of 

decentralization, prioritization, increased privatization, individual responsibility. and 

"getting the systems right." In both Alberta and Ghana, these changes promote the 

commodification of health care. benefit elites to the detriment of the poor. and are not 

gender neutral. Nevertheless, despite these strong similarities there is one important 

difference, namely the way in which the neo-liberal agenda has been implemented. 

Specifically, while the government of Ghana did not appear to have any alternative but to 

restructure its health policies due to its weak economic and political position, the 

government of Alberta did have alternatives and intentionally used the TINA slogan 

knowing it to be false, to restructure the political and economic landscape in order to 

benefit elites. Put another way, "Third W o r l d  states such as Ghana are coerced vis-a-vis 

the spending power of international institutions into adopting neo-liberal strategies. 

whereas "First World states such as Canada and its province of Albena are 

"encouraged to adopt the same type of measures through the "peer pressure" exerted by 

international institutions and international and domestic elites. 

To conclude. health policy is a product of competing state:class interests and 

dominant ideologies within the Framework of world economic development. In the 

current phase of "globalization," health care policy is being restmctured within the 

neo-liberal policy pa r ad ip  by governments and international institutions. and its method 

of implementation is dependent upon a state's political and economic position in the 

world. The neo-liberal paradigm erodes the notion of the right to health care, champions 

the interests of powerful classes and states, and encourages the continued 

commodification of health "services" on a global scale. The "partnership" between the 

neo-liberal policy paradibgn and health care policy bodes nothing but ill for the majority 

of people who will one day need care. 
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Appendix A: The Washington Consensus 

Fiscal Discipli~re. Budget deficits, properly measured to include provincial governments. 
state enterprises, and the central bank, should be small enough to be financed without 
recourse to the inflation tau. This typically implies a primary surplus (i.e.. before adding 
debt service to expenditure) of several percent of GDP, and an operational deficit (i.2.. the 
deficit disregarding that part of the interest bill that simply compensates for inflation) of 
no more than about 2 percent of GDP. 

Public E-~pendirzinrre Priorities. Policy reform consists in redirecting expenditure from 
politically sensitive areas that typically receive more resources that their economic return 
can justify, such as administration, defense, indiscriminate subsidies, and white elephants. 
toward neglected fields with high economic returns and the potential to improve income 
distribution, such as primary health and education and infrastructure. 

Tar R&rm involves broadening the tau base and cutting marginal tax rates. The aim is 
to sharpen incentives and improve horizontal equity without lowering realized 
progressivity . Improved tau administration (including subjecting interest income on 
assets held abroad - "flight capital" - to taxation) is an important aspect of broadening the 
base in the Latin context. 

Financial Liberalization. The ultimate objective is market-determined interest rares. but 
experience has shown that, under conditions of a chronic lack of confidence. 
market-determined rates can be so high as to threaten the financial solvency of productive 
enterprises and government. Under that circumstance a sensible interim objective is the 
abolition of preferential interest rates for privileged borrowers and achievement of a 
moderately positive real interest rate. 

Exchange Rates. Countries need a unified (at least for trade transactions) exchange rate 
set at a level sufficiently competitive to induce a rapid growth in nontraditional exports, 
and managed so as to assure exporters that this competitiveness will be maintained in the 
future. 

Trade Liberulizurion. Quantitative trade resmctions should be rapidly replaced by tariffs. 
and these should be progressively reduced until a uniform low tariff in  the range of 10 
percent (or at most around 20 percent) is achieved. There is. however, some 
disagreement about the speed with which tariffs should be reduced (with 
recommendations falling in a band between three and ten years). and about whether it is 
advisable to slow down the process of liberalization when macroeconomic conditions are 
adverse (recession and payments deficit). 

Foreign Direct Investment. Barriers impending the e n q  of foreign firms should be 
abolished; foreign and domestic firms should be allowed to compete on equal t m s .  



Privatization. State enterprises should be privatized. 

Deregrlation. Governments should abolish regulations that impede the entry of new 
firms or restrict competition and ensure that all regulations are justified by such criteria as 
safety, environmental protection, or prudent supervision of financial institutions. 

Propel-h Rights. The legal system should provide secure property rights without 
excessive costs and make these available to the informai sector. 

From: "In Search of a Manual for Technopols" in Williamson ( 1994). 36-25. reproduced 
in A.W. Coats ( 1997). 351-352. 




