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SETTING THE RECORD STRAIGHT

ON HEALTH CARE FUNDING IN CANADA

By Yanick Labrie

The question of the funding of health care con-
tinues to give rise to political debate in Canada.
Last month, Saskatchewan authorized patients
to pay out of their own pockets for MRI tests car-
ried out in private clinics, previously the exclu-
sive domain of the public sector.” Quebec, for its
part, recently enacted a law designed to limit
the fees that doctors will be able to charge for
certain products and services deemed “ancil-
lary,” whether for the opening of a medical file
or the distribution of eye drops.

These decisions were met with indignation by certain
activist groups and commentators.? According to such
critics, these measures are further proof of the gradual pri-
vatization of the funding of health care in Canada.’

Is the responsibility for financing health care services
being increasingly entrusted to private actors? Is there
more private sector funding of care here than in Europe,
as some maintain?

THE FUNDING OF HEALTH CARE SERVICES

IN CANADA

As in other countries, health care services in Canada are
financed both by the public sector and by the private sec-
tor.* The amounts devoted to health care totalled nearly
$210 billion for the country as a whole in 2013. Of this
total, a little over 70% was covered by governments
(almost entirely at the provincial level), with the remaining
expenditures covered directly by patients or their private

insurers.®

Under the Canada Health Act, each province’s public
insurance plan must fully cover all spending for care that is
considered medically necessary, whether delivered in hos-
pital or in doctors’ offices, without direct contribution from
patients that could reduce access.® Provincial public plans
also fund what are considered complementary health care
expenditures for certain segments of the population,
including prescription drugs, long-term and home care,
and transportation by ambulance.

As for private health care spending, it essentially concerns
areas that are peripheral to medically required care. This is
the case for spending on care provided by dentists (94%

private), by optometrists (?1% private), and by other health
professionals like psychologists, podiatrists, physiotherapists,
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and chiropractors (82% private). In addition, 57% of
spending on prescription drugs is covered by patients or
their private insurers (see Figure 1). In these areas, govern-
ments only finance expenditures for specific segments of
the population, like young children, seniors, or welfare
recipients.

IS FUNDING INCREASINGLY PRIVATE IN CANADA?
Private spending as a share of total health care spending
has increased somewhat since the Canada Health Act
came into effect in 1984. Whereas it was 25% in the mid-
1980s, it had risen to 29% by 2013, according to the data
compiled by the Canadian Institute for Health Information.

It is private spending on care that is peripheral to the
health care system that has increased the most, including
dental care (+ 4 percentage points), eye care (+ 5 percent-
age points), and care delivered by other professionals (+ 25
percentage points). Private spending as a share of total
spending in hospitals and doctors’ offices, the core of the
universal health care system, on the other hand, remained
unchanged during this period. When it comes to hospital
expenditures, the private sector’s share was 9.4% in 2013,
exactly the same proportion as it was in the mid-1980s.

Private spending as a share of total

health care spending has increased
somewhat since 1984.

This figure is misleading, however, since it does not actually
concern medical treatments provided to Canadians. Indeed,
it is primarily made up of spending by patients for private
or semi-private rooms, television rentals, parking fees, or
medical services not considered essential to health, like
renting crutches or prostheses.” The only private spending
for medically required care included in this data is spend-
ing by foreign patients.®

As for the amount spent privately for services in doctors’
offices, it represented between 0.9% and 1.6% of all
expenditures for these services from 1985 to 2013. During
this latter year, the share of private spending was 1.2%.7

Once again, there is a caveat: Certain services provided
by doctors are not covered by the public insurance plans,
simply because these services are not recognized as med-
ically required. They concern, for example, the renewal of
a prescription over the phone, or the delivery of medical
certificates.™”

Hence, medical and hospital services provided to Canadian
patients are in fact practically 100% financed by the public
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Figure 1

Private sector’s share of total health care

spending in Canada, by use of funds, 1985 and

2013
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Source: Canadian Institute for Health Information, Data tables, A.3.1.1: Total Health

Expenditure by Use of Funds and A.2.2: Total Health Expenditure by Source of Finance,
October 2015.

sector,!’
decades.

and this situation has not changed in three

IS THERE MORE PRIVATE HEALTH CARE IN
CANADA THAN ELSEWHERE?

It is relevant to ask how Canada compares with other
industrialized countries when it comes to the participation
of the private sector in the financing of health care. In the
opinion of certain analysts, Canada is much closer to the
United States than to the countries of Europe in this
regard.' What is the reality?

When we look at total health care spending, we see that
the private sector’s share in Canada is similar to what it is
in Australia, Spain, and Switzerland, but higher than it is in
Germany, France, and the Scandinavian countries.’? It is
far lower than what it is in the United States, though,
which of course does not have a universal health care sys-
tem, unlike Canada and the vast majority of OECD
countries.’

However, when health care funding is broken down by
spending category, it becomes obvious that Canada is the
odd one out, compared to the countries of Europe, in so
severely restricting private financing for care that is con-
sidered medically required, namely the care provided in
hospitals and in doctors’ offices.

For example, around 20% of hospital care is privately
financed in Switzerland and Belgium, and nearly 30% in
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Proportion of private funding of health care services, by category of care, 2013
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Source: OECD, OECD Health Statistics, Health expenditure indicators. See the Technical Annex on the MEl's website for details.

Notes: In the case of Canada, the private portion of 5% of expenditures in hospitals and doctors’ offices does not concern health services provided for Canadians, but rather includes spending
by patients to have a private or semi-private room, parking fees, or medical items that are not considered necessary for patient health. The only private spending for medically required care
included in this figure is spending by foreign patients. The fifteen OECD countries are Australia, Austria, Belgium, the Czech Republic, Denmark, Finland, France, Germany, Japan, Norway,

Portugal, South Korea, Spain, Sweden, and Switzerland.

Australia. When it comes to care provided in doctors’
offices, the share of private funding is greater than
Canada’s in all countries, representing even more than
20% in most countries, including Sweden (22%), France
(27%), and Finland (56%). An analysis of health care
spending in 15 OECD countries shows that on average,
18% of funding for care provided in hospitals and in doc-
tors’ offices in these countries comes from private sources
(see Figure 2).

These are not, contrary to certain beliefs, “two-tier” health
care systems, but rather mixed health care systems where
no citizen is excluded from universal insurance coverage.
Moreover, the other OECD countries generally provide
public insurance covering a much wider range of health
care services than what is covered in Canada.’®

Medical and hospital services provided
to Canadian patients are in fact

practically 100% financed by the public
sector, and this situation has not
changed in three decades.

The data on the private funding of care do not provide a
complete picture of the differences between the Canadian
system and systems elsewhere in the world. The greater
participation of the private sector in other countries is also
evident in the provision of care. Indeed, in most other
countries, patients can choose to be treated in public hos-
pitals or private hospitals.’® Not in Canada, however,
where 99% of hospitals are public.'’

In fact, every other OECD country provides more hospital
services through the private sector than Canada—even
those where private funding is only a small proportion of
total funding. For instance, although private funding of
hospital care remains modest in France and Finland
(between 7% and 9% according to data from the OECD),
all French and Finnish patients have the option of being
treated in private hospitals, for-profit or not, paid for by
their public insurance.'® This is what explains that 55% of
surgeries in France are performed in private for-profit clin-
ics, which represent nearly 40% of medical facilities with
hospitalization capabilities.”

CONCLUSION

For the past few years, several commentators have been
insisting on the fact that the share of private funding in
total health care spending is increasing in Canada, and is
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higher than elsewhere. They imply that this trend threatens
universality of care.

It is true that the proportion of private funding has gone
up over the past three decades when it comes to peripheral
health services—areas characterized by innovation and
quality services, where waiting lists are nonexistent.?% A
more careful analysis of the data shows, however, that this
is not at all the case when it comes to the core of the
health care system, which is to say those services that are
provided in hospitals and doctors’ offices. The public
monopoly maintains an absolute stranglehold on these
services in Canada.

Every other OECD country provides
more hospital services through the
private sector than Canada—even those

where private funding is only a small
proportion of total funding.

No other OECD country, in Europe or elsewhere, so
severely restricts the participation of the private sector in
the provision and funding of medically required health
care services. While fully respecting the principle of uni-
versality, these mixed systems generally manage to
achieve much better results than Canada in terms of
patients’ access to these services.

By fostering confusion about the distribution of public and
private health care funding, supporters of the status quo
obscure a basic fact at the root of our structural waiting list
problem, namely the lack of competition and patient
choice in our public health care system. It is crucial to set
the record straight in this regard if we want to correctly
diagnose the problem and apply the remedies that are
appropriate.
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