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P rimary care reform is an important compo-
nent of the restructuring rhetoric applied to 

Canadian health care over the past decade. What 
the term means, however, is less clear. Most concep-
tions assume that fee-for-service will be replaced with 
capitated payment and commonly include plans for 
24-hour coverage of registered patients and the use 
of ancillary health professionals. Some researchers 
have suggested the possibility of borrowing fund-
holding principles from United Kingdom primary 
care to use in Canada.1,2

Under this innovation, groups of family physicians 
were given funds from which to purchase various 
services for their patients. It was assumed that fam-
ily physicians have a well developed sense of their 
patients’ needs and, by being allowed to retain funds 
for practice development, would have more incentive 
to provide efficient care. But is the evidence that gen-
eral practice fundholding (GPFH) leads to better care 
at an equal or lower price adequate to recommend it 
as a component of Canadian primary care reform?

Origins of general practice fundholding
Fundholding was a key element in Britain’s market-
oriented National Health Service reforms imple-
mented in 1991. General practices received funds 
annually to purchase designated services on behalf 
of a specified population. Initially, it was some hospi-
tal services and drugs, but community services were 
added in 1993, and the following year some total ser-
vice budgets were introduced. Practices were allowed 
to retain surpluses for practice augmentation, creat-
ing an incentive to seek low-cost suppliers. Because 
suppliers competed for clients, it was believed that 
practices would be able to demand better-quality ser-
vice. By 1995, fundholding practices accounted for 
10 000 physicians in 2500 practices and provided care 
to 41% of the UK population.3,4

Prescribing costs
By creating financial incentives to reduce unnecessary 
or highly discretionary prescriptions, it was thought 
GPFH would better control drug costs. A study of pre-
scribing in all general practices in England for the first 
6 years of fundholding found costs increased 56% to 
59% for fundholders and 66% for non-participating prac-
tices. The maximum savings, gained by reduced cost 
per prescription rather than fewer prescriptions, was 
achieved by fundholders in year 1; by year 4 the rate of 

cost increase was equal to non-fundholders. The relative 
reduction between fundholders and non-fundholders was 
small compared with the absolute increase in drug 
costs for both groups.5

There might be local variation. Early results from 
Lincolnshire suggested fundholders were more suc-
cessful than non-participating practices in reducing 
costs by issuing fewer prescriptions per patient.6 A 
subsequent study, however, found that the economies 
achieved in the initial year quickly reached a plateau.7 
In a study of the Oxford region, despite early reports 
of fundholder cost reductions,8 at the end of 3 years 
the highest costs were found among non-dispensing 
fundholding practices.9 A study of 10 health authori-
ties in the Trent region in central England found cost 
reduction was confined to the first year of fundhold-
ing status.10

A somewhat similar pattern to that described 
for England was found in a study of all practices in 
Northern Ireland. Fundholder drug costs fell in year 
1 due to increased use of generic prescriptions, which 
led to substantially lower costs than for non-fundholders. 
The rate of increase in drug costs by year 3, however, 
was similar in both types of practice.11

It appears that GPFH had an initial effect on drug 
costs due largely to increased use of generic prepa-
rations. However, because “only prescribing costs 
were measured, it has not been possible to evaluate 
whether lower prescribing in fundholding practices is 
rational prescribing, or whether prescribing cost con-
trol has affected patient welfare.”12

Patterns of referral and specialist care
A study comparing referral rates in the Oxford region 
before and after implementation of fundholding found 
a similar increase in referrals for both fundholders 
and non-fundholders.13 A subsequent study of the 
same region over 3 years, however, found the rate 
of increase in referrals among fundholding practices 
was markedly less than among non-fundholders.14 
Results from Scotland are limited and mixed. A study 
of six Edinburgh practices found a downward trend 
in referrals and a stable rate in use of diagnostic 
investigations.15 A hospital-based study of referrals, 
however, reported similar rates of referral among 
fundholders and non-fundholders.16

Patients from fundholding practices in West 
Sussex have been reported to experience notably 
shorter waits for elective surgery than patients from 
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non-fundholding groups.17 In southwest England, 
patients from fundholding practices enjoy a similar 
advantage in shorter waits for outpatient orthopedic 
appointments.18 Evidence shows that, in fundhold-
ing practices that have instituted specialist outreach 
clinics, waiting times are shorter than at hospital out-
patient clinics for the same services.19 Such findings 
clearly raise issues of system equity. These results, 
however, are from very few regions, and their gener-
alizability is unknown.

Quality of primary care
Six Scottish practices provide almost the only evi-
dence on the important issue of quality of care. 
In the initial year, researchers noted a stable rate 
of diagnostic investigations and referrals, stable 
length of contact during patient visits, and a declin-
ing rate of patient satisfaction.20 Care for a subset of 
patients with joint pain was compared over 2 years. 
Time spent with patients and rate of prescribing 
was constant, but rates for referrals and investiga-
tions declined.21 When the investigators extended 
their study over the initial 2 years of fundholding, it 
was again noted that, while length of patient visits 
was stable, patient satisfaction declined, and patients 
with certain medical conditions appeared to fare bet-
ter than others.22 The decline in patient satisfaction 
is worrisome; however, the generalizability of these 
findings is unknown.

Administrative and organizational issues
Estimates of the administrative cost of fundhold-
ing for 1993 to 1994 were 3.5% of the total budget, 
an amount far in excess of original projections.23 
Subsequent evidence suggests that between 1989 and 
1990 and 1994 and 1995, the cost of administering pri-
mary care in England doubled, due at least in part to 
the reforms introduced in 1990.24 An additional untal-
lied cost is the increased administrative workload for 
physicians.20 Despite these financial and labour costs, 
there is little evidence that the contractual arrange-
ments of fundholding have been translated into 
enhanced clinical effectiveness.25 The post-1997 intro-
duction of Total Purchasers in Primary Care appears 
also to have been encumbered with high manage-
ment costs26 and to have been no more successful 
than earlier versions of fundholding in reducing hos-
pital admissions or length of stays.27

Assessing the effect of fundholding
Fundholding poses an almost insurmountable chal-
lenge to assess definitively: its objectives were not 
always clear; some reforms disappeared before 
assessments were completed; effects differed by time 

and location; data access was variable; and, finally, 
the effect of the changes was difficult to separate 
from contemporaneous alterations in British soci-
ety.28 Yet there is a consensus that fundholding failed 
to achieve increased efficiency or quality in provision 
of primary care. Two broad reasons are offered for 
this finding.29-31

First, the incentives misread the motivations of 
providers: competition was simply not seen by gen-
eral practitioners as the most effective means of 
providing patient care. Second, recognizing they 
would be held accountable for spending taxpayers’ 
money, politicians and civil servants were unwilling 
to devolve control of the health system to a point 
at which strong competition could exist. As a con-
sequence of this disappointing performance, after 
1997 GPFH was replaced by some 500 primary care 
groups, which are intended to purchase care for pop-
ulations of 100 000 patients, based on collaboration 
and partnerships rather than competition.29

Conclusion
While prescribing costs and referral waiting times 
might have declined marginally in some settings, 
there is scant evidence that fundholding in the 
United Kingdom met its overall objective of reduced 
expenditure and more appropriate care. Would such 
a policy be expected to fare better in Canada?

Several features of the Canadian health care sys-
tem suggest it would be incompatible with fund-
holding. First, family physicians would have to have 
rostered patients, a format currently available only 
where payment is on a capitation basis. Second, it is 
difficult to envision fundholding practices in rural or 
remote areas being able to choose between compet-
ing vendors. Even in urban areas, given shortages of 
specialists and diagnostic equipment, there is unlikely 
to be competition among suppliers. Third, hospitals 
and home care agencies in many provinces operate 
with deficits and have no price flexibility with which 
to compete. These organizations have no incentive to 
encourage additional use of their services that would 
simply heighten budget shortfalls. Fourth, fundhold-
ing clearly puts administrative demands on physicians, 
diminishing time for clinical service and exacerbating 
the shortage of family practitioners. Finally, better ways 
to accomplish some of fundholding’s goals might already 
be in place in Canada. For example, British Columbia’s 
reference-based drug pricing appears to have been 
effective in encouraging use of lowest-priced products 
in a manner similar to fundholding’s effect on prescrib-
ing generic drugs in the United Kingdom.32

Not only does fundholding appear to have 
accomplished little in Britain, but it would also fit 
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poorly with the structure of health care delivery in 
Canada. 
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