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Foreword 

The Health Care Systems in Transition (HiT) profiles are country-based documents that provide 
an analytical description of the health care system and of any reform programmes under 
development. HiTs form the basis of the information system on health care systems and reforms 
at the World Health Organization Regional Office for Europe (WHO/Europe). 
 
The aim of the HiT initiative is to provide relevant comparative information to support the 
development of health care systems and reforms in countries in the European Region of WHO. 
This initiative has four main objectives: 
 
• to learn about different approaches to financing, organization and delivery of health care 

services in the European Region of WHO;  
• to describe the process and content of health care reform programmes and to monitor their 

implementation; 
• to highlight common challenges and areas that require more in-depth analysis and which 

could benefit in particular from cooperation and exchange of experiences between countries; 
• to provide a tool for dissemination and exchange of information on health care systems and 

reform strategies between different countries in the WHO European Region. 
 
The HiT profiles are produced by country experts in collaboration with staff in WHO/Europe’s 
Health Systems Analysis programme. In order to maximize comparability between countries, a 
standard template and a questionnaire have been developed. These provide detailed guidelines and 
specific questions, definitions and examples to assist in the process of developing the HiT profile. 
Quantitative data on health services are based on the WHO/Europe health for all database, 
OECD health data and World Bank data. 
 
Compiling the HiT profiles poses a number of methodological problems. In many countries, there 
is relatively little information available on health care systems and the impact of health reforms. 
Most of the information in the HiTs is based on material submitted by individual experts in the 
respective countries. As a result, some statements and judgements may be coloured by personal 
interpretation. In addition, the wide diversity of systems in the WHO European Region means 
that there are inevitably large differences in understanding and terminology. As far as possible, 
these have been addressed by the development of a set of definitions, but some differences may 
remain. These caveats are not limited to the HiT profiles, however, but apply to most attempts to 
study health care systems. 
 
The HiT profiles are a source of descriptive, up-to-date and comparative information on health care 
systems, which should enable policy-makers to identify key experiences relevant to their own 
national situation. They constitute a comprehensive source of information which can form the 
basis for more in-depth comparative analysis of reforms. The current series of HiT profiles covers 
over half of the countries in the European Region. This is an ongoing initiative with plans to 
extend coverage to all countries in the Region, to update the material at regular intervals and to 
monitor reforms over the longer term. 
 

 
 

World Health Organization 
Regional Office for Europe 

Department of Health Policy and Services 
Health Systems Unit 
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Introduction and 
historical background 

Introductory overview 

Canada is the second largest country in the world, with a land area of about 10 million km2. The 
country stretches from the Atlantic to the Pacific and from within 800 km of the North Pole to a 
point further south than the Italian city of Naples. Canada is a developed, North American 
country with an estimated per capita gross national product (GNP) of Canadian dollars (CAD) 
26 510 in 1995. 
 
The estimated total population of the country is about 29.6 million people. Over 60% of 
Canadians live in urban areas and three out of four live within 150 km of the Canada-United 
States border. In 1995 the estimated median age was 34 years. About 12% of the population is 
over the age of 65. The country is ethnically diverse and has two official languages: English and 
French. 
 
Canada is a confederation of ten provinces and two territories. The national seat of government 
resides in the city of Ottawa. Canada has a parliamentary system of government. The division of 
power between the federal and provincial orders of government as established in the founding 
constitution of the country at the time of Confederation in 1867. The two territories come directly 
under the Government and Parliament of Canada. 
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Historical background 

Canada has a predominantly publicly financed, privately delivered health care system that is best 
described as an interlocking set of ten provincial and two territorial health insurance schemes. All 
provincial/territorial hospital and medical care insurance schemes are linked through adherence to 
national principles set at the federal level. This structure results from the constitutional 
assignment of jurisdiction over most aspects of health care to the provincial order of government. 
The development of the national health insurance system, known to Canadians as "Medicare", has 
followed an evolutionary path over a period of close to 50 years, beginning with hospital 
insurance and followed by medical care insurance. 
 
Prior to the late 1940s, health care in Canada was essentially private in its delivery and financing. 
The trend to universal, publicly financed health insurance began in 1947 when the province of 
Saskatchewan introduced a public insurance plan for hospital services. Nine years later in 1956, 
the federal government, seeking to encourage the development of hospital insurance programmes 
in all provinces, offered to cost-share hospital and diagnostic services on a roughly 50-50 basis. 
The enabling legislation, the Hospital Insurance and Diagnostic Services Act (HIDS Act), was 
passed in 1957. By 1961, all ten provinces and the two territories had signed agreements 
establishing public insurance plans that provided universal coverage for at least inpatient hospital 
care that qualified for federal cost-sharing. 
 
Public medical care insurance also began in the province of Saskatchewan; first announced in 
1959, this plan became operational in 1962 following a three-week physicians' strike in 
opposition to it. In 1961 the federal government established a Royal Commission on Health 
Services (Hall Commission) to carry out an extensive inquiry into the future health care needs of 
Canadians and how those needs might best be met. One of the key recommendations in the 1964 
Royal Commission report was the establishment of a national medical care programme to 
complement the hospital insurance programme. The Federal government followed this 
recommendation. The 1966 Medical Care Act enabled the Federal government to enter into 
conditional cost-sharing arrangements, again on a roughly 50-50 basis, covering provincial 
medical care services. This legislation embodied what were to become the five national principles 
which characterize the present Canadian health care system: universal coverage, comprehensive 
service coverage, reasonable access, portability of coverage, and public administration of the 
insurance plans. Within two-and-a-half years of the act's passage, all provinces had established 
qualifying medical care insurance plans which provided coverage for all medically necessary 
physician services. Similar plans were in place in the two territories by 1972. Thus, by that year 
the goal of national health insurance for hospital and medical care in Canada had been realized. 
 
Other health services, referred to as supplementary health services, including pharmaceuticals, 
dental care and vision care, remain outside the national health insurance framework. While most 
provinces and territories provide some public coverage of supplementary health services (e.g., 
prescription medicines for the elderly), these services are largely privately financed). 
 
By the mid-1970s the federal and provincial governments became dissatisfied with the conditional 
cost-sharing arrangements that had been appropriate to the original objective of encouraging the 
establishment of reasonably comparable health insurance programmes and service levels across 
the country. The legislated cost-sharing parameters produced a powerful "steering effect" on 
provincial health expenditures, given that only hospital and medical services were eligible for 
federal funding. Provinces concentrated their health-related spending on institutional and 
physician services in order to maximize federal financial transfers. The fiscal arrangements were 
thus seen as limiting provincial flexibility in developing community-based, alternative health 
services. Provinces also objected to the close federal scrutiny of their programmes that was 
associated with cost-sharing. Federal dissatisfaction with cost-sharing focused on the 
unpredictability and the open-ended nature of federal outlays. With federal expenditures linked to 
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provincial spending, it was proving difficult for the federal government to anticipate future 
outlays and to budget accordingly. 
 
Alternative health-financing arrangements were introduced in 1977. Established Programmes 
Financing (EPF) was the culmination of several years of federal and provincial attempts to 
rationalize their financial arrangements for public programmes while, at the same time, retaining 
national objectives in the area of health-financing and respecting provincial jurisdiction. Under 
EPF, federal contributions to the provinces for three programmes that were already established 
(hospital insurance, medical care insurance, and post-secondary education) were de-linked from 
actual provincial expenditures and paid in the form of a block fund transfer (1975–1976 base 
year expenditures, escalated based on population changes and GNP growth). 
 
The change in financing-arrangements did not alter the national principles that the provincial 
health insurance plans were expected to meet under the HIDS Act and Medical Care Act, but did 
make the enforceability of those principles much more difficult. Subsequently this led to problems 
regarding accessibility to medically necessary health care services. Of particular concern were 
patient-user fees in the form of hospital-user charges and extra-billing by physicians. Clustering 
of these user fees within certain specialties and in some geographical locations was impeding 
patient access.  
 
To address this concern, the Canada Health Act was passed unanimously by the federal 
parliament in 1984, after encountering much opposition from organized medicine and the 
provinces. It replaced the HIDS Act and the Medical Care Act, consolidating their provisions 
within one piece of updated legislation. The act embodies the same five national principles that 
had appeared in the earlier acts. These principles are set out as criteria which provincial health 
insurance plans must meet in order for a province to qualify for its full federal health transfers. 
The act also provides for mandatory financial penalties in order to discourage provincial 
allowance of hospital-user charges and physician extra-billing. The legislation remains in force 
and has never been amended. 
 
Federal–provincial health-financing arrangements, however, have undergone adjustments and 
change since the early 1980s. During the 1980s, the escalation formula of EPF was amended 
several times in an effort to restrain federal spending. Beginning 1 April 1996, EPF and federal 
funding for social services (former Canada Assistance Plan) were combined to form a new, 
reduced single-block fund transfer called the Canada Health and Social Transfer (CHST). The 
principles of the Canada Health Act continue to apply to the CHST as they did to EPF. 
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Organizational structure  
and management 

The organizational structure of the Canadian health care system is largely a function of the 
constitutional division of power between orders of government that were established at the time of 
the creation of the country in 1867. Reflecting the priorities of the time, the provinces were given 
most of the responsibility for social services, including health care, but had limited taxation 
powers, at least by today's standards. The federal government, however, received extensive 
taxation powers which it translated into spending power in the post Second World War period. 
Through cost-sharing and later block funding financial transfer arrangements, the federal 
government has been able to establish a national legislative framework for the health system. This 
framework is embodied in the Canada Health Act which establishes the principles upon which the 
health system must be based in order for provincial governments to receive full federal transfers. 
These principles are: 
 

• universality requires that the plan must entitle 100% of the insured population to insured 
services on uniform terms and conditions; 

• comprehensiveness requires that all insured health services provided by hospitals and medical 
practitioners be covered by the plan; 

• accessibility means that health services must be provided without barriers, including 
additional charges to insured patients for insured services; 

• portability ensures health coverage for insured persons when they move within Canada or 
when they travel within Canada or abroad; 

• public administration requires that the plan must be administered and operated on a nonprofit 
basis by an accountable public authority appointed or designated by the provincial 
government. 

 
This framework has ensured a national health system which, while composed of ten provincial 
and two territorial health insurance programmes, exhibits the same fundamental characteristics 
across the country and yet also reflects provincial priorities. No two provincial programmes are 
exactly alike in terms of organizational structure, planning, regulation, management, financing or 
supplementary health service coverage. The following description of the Canadian health care 
system focuses on the common elements of the 12 systems. Reference is also made to some 
provincial differences in order to illustrate the subtle variations across the country. 
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Organizational structure of the health care system 

A defining characteristic of most health care in Canada is that it is publicly financed, but 
privately delivered. In accordance with the "contract model" of health systems, there is a 
separation between the payer or purchaser, and the provider. In Canada, governments act as the 
payer, and for insured hospital and medical services they are the single payer. 
 
While health care is not the sole responsibility of any order of government in Canada, the 
provinces play the major role, as constitutionally determined. They are the key payer in the health 
system. Others involved in the health care system, though not necessarily as payers, include the 
federal government, municipalities or local government, the private sector, as well as other 
partners. 

The provincial role 
The hands-on management of health services is fundamentally the responsibility of each 
individual province or territory. Through their respective central health ministries or departments 
of health, they plan, finance, and evaluate the provision of hospital care, physician and allied 
health care services, some aspects of prescription care and public health. They also supervise 
those specific responsibilities delegated to other nongovernmental agencies. 
 
Provincial health ministries fund public hospitals, negotiate salaries of allied health professionals, 
and negotiate fees for physician services with provincial physician associations.  
 
In most provinces the administration and payment for insured services is managed by a provincial 
health insurance plan accountable to the provincial government. These plans are taxation-based, 
nonprofit and for insured services single-payer. They operate either from within the Ministry of 
Health or through a separate agency closely linked to the ministry. These plans administer 
payment to service providers on behalf of eligible provincial residents. The operation of these 
plans must respect the principles of the Canada Health Act in order for the province to qualify for 
full federal transfers. 
 
With health care functions either located in, or overseen by, the Ministry of Health, the Minister 
of Health is politically accountable for the operation of the health care system. The Minister of 
Finance, or Treasurer, is responsible for setting the overall health budget of the government, 
within which the Minister of Health must operate the system. 
 
Most provinces provide some coverage for non-insured services for social assistance recipients. 
Health related benefits for social assistance recipients typically include prescription medicines, 
dental care and vision care. These programmes are usually operated from within ministries of 
social services. 
 
Each province has an arms-length Worker’s Compensation Board (WCB) which cares for 
workers who have been injured on the job. Financed entirely by employers, the WCBs provide 
workers with financial and health care assistance in the event of short- and long-term work-
related injuries or diseases, in return for relinquishing the right to sue for workplace negligence. 
 
Subprovincial governments and bodies are also involved in health care to a degree. Many 
municipalities make contributions to the capital costs of health care services in their areas and 
often are responsible for public health programmes such as well-baby clinics and public health 
education. 
 
This overall structure has remained quite stable over the past two decades but is now undergoing 
substantial change. Almost all provinces have incorporated or are experimenting with some 
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degree of decentralization and regionalization in their health care systems. This is discussed in 
more detail below. 

The federal role 
The federal government's role in health care involves the setting and administering of national 
principles or standards for the health care system (i.e., Canada Health Act), assisting in the 
financing of provincial health care services through financial transfers, and fulfilling functions for 
which it is constitutionally responsible. One of these functions is direct health service delivery to 
specific groups including veterans, native Canadians living on reserves, military personnel, 
inmates of federal penitentiaries and the Royal Canadian Mounted Police. The delivery and 
financing of health services for these groups are the responsibility of the federal government. 
Other functions include health protection, disease prevention, and health promotion. 
 
The federal government’s role in Canadian health care is undertaken primarily under the auspices 
of the Department of Health, also known as Health Canada. This department is charged with the 
mission of helping the people of Canada to maintain and improve their health. Since the early 
1970s, Health Canada and its predecessor, Health and Welfare Canada, has undertaken a broad 
leadership role to support this mandate. This has included: fostering essential national 
relationships by establishing active health system partnerships with the provinces and territories; 
supporting initiatives to redress health inequalities, improve knowledge management and research 
dissemination; and creating innovative and effective health programmes to advance the health of 
Canadians. The department also monitors the food supply, pharmaceuticals, health products, and 
the environment, investigates disease outbreaks, and protects Canadians from hazardous 
consumer products or materials in the workplace. The department is also responsible for the 
delivery of health services, including non-insured or supplementary health services to Canada’s 
native population. 
 
The federal Minister of Health is politically responsible for the operation of the national health 
insurance system, or Medicare, through the administration of the Canada Health Act. The 
Minister of Finance is responsible for financial transfers to the provinces which assist in the 
financing of insured health services. 
 
Other federal departments are involved in health care through providing/funding health services 
for the specific groups for which the federal government is responsible. They include the 
Departments of Indian and Northern Affairs, National Defence, Correctional Services, and 
Veterans Affairs. 

The private sector 
In Canada there is a single tier for insured hospital and medical services, meaning that while 
health care services may be delivered privately, the private sector is excluded as a payer from 
most health care. The private sector's role as a payer is limited to those services which are not 
completely covered by provincial health programmes. These include pharmaceuticals, vision care, 
dental care, and the services of allied health professions such as chiropractors and podiatrists. 
 
The health care payers in the private sector include private insurance companies, employers who 
provide supplementary health benefits as an employment benefit, and individuals who pay for 
supplementary health care out-of-pocket. 
 
With respect to service provision, health care providers are predominantly private. Institutions in 
provincial hospital systems are largely individual private not-for-profit organizations with their 
own governance structures. They operate under the auspices of provincial ministries of health and 
are funded by public monies, but are not owned by the public sector. Physicians are mostly in 
private practice and are remunerated on a fee-for-service basis by provincial health insurance 
plans, though a trend is developing toward salaried remuneration of specialists in teaching 
hospitals and capitation for primary care providers. 
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Other partners 
Many other groups and players help to make up the overall Canadian health care system. Their 
scope of responsibility and function vary widely. They may be national, provincial, regional or 
local in scope. They may be funded primarily through public, private or charitable sources, and 
they may be voluntary or compulsory in nature. They serve education, research, support or 
political functions.  
 
These groups include both national and provincial professional associations of physicians, nurses, 
allied providers, administrators, or hospitals. These professional groups represent their members 
in negotiations with government, assist in professional self-regulation and may add their voice to 
policy debate. Accreditation bodies assure the quality of institutional and professional health care 
services. Research organizations contribute evaluation of health care services or valuable 
interpretation of research. Voluntary organizations may represent researchers, professionals, or 
special interest groups or viewpoints. Other groups coordinate the development of data and 
information, which supports ongoing evaluation and assessment. Some organizations provide 
support, education and funding directed at specific diseases or groups of people. Finally, political 
action or consumer groups seek to give citizens a stronger voice in influencing health care 
policies. 

Fig. 1. Organizational chart of health care system 
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Planning, regulation and management 

Health care planning is undertaken by each provincial and territorial ministry of health as part of 
its responsibility for the operation of the health care system. It generally takes one of two forms: 
routine operational and capital planning, or specialized planning initiatives. 
 
Routine planning tends to be sectoral rather than systemic. Planning for hospital services, 
physician services, community-based services, etc., usually takes place separately and within 
separate budgetary envelopes. 
 
The independence of predominately private medical practitioners has limited the ability of 
governments to control the numbers and cost of physicians practising in a province. The 
development of a recent federal/provincial/territorial action plan on medical resources, and 
subsequent negotiations with medical associations, have led to the development of physician 
resource plans in many provinces. These plans have curtailed the level of medical school 
enrolment and made recommendations to limit the number of practising physicians, alter their 
geographic dispersion and reduce immigration levels for foreign medical students and physicians. 
Some provinces have unilaterally imposed or threatened to enforce restrictions on numbers and 
locations of physicians.  
 
Planning in the hospital sector is subject to many of the same challenges as the medical sector, as 
most hospitals are privately owned nonprofit organizations. Allocation of resources within each 
institution tends to be at its own discretion. This is tempered at the provincial level, however, by 
splitting the planning process into operational and capital planning. Thus, while day-to-day 
operations are largely institutionally based with some input from the ministry, the decision to 
build and update facilities or purchase new equipment is subject to more extensive central 
control. Therefore, even though the institutional sector accounts for the preponderance of 
provincial health care budgets, provinces have had more planning and financial control than in 
any other sector. 
 
The sectoral approach to health care planning has often led to inconsistencies among the goals 
and objectives of governments as each sector has been planned within its own "stove pipe" 
without considering the influence of or impact on other sectors. Planning is also complicated by 
the way the "contract model" has traditionally been implemented in Canada. Governments have 
tended to act more as "payers" than as "purchasers" of health care services, thereby limiting their 
ability to plan the mix and volume of health services. Budgetary constraints in recent years have 
added to the difficulty in planning, but at the same time have highlighted the need for 
comprehensive, systemic health care planning.  
 
Many provinces are exploring new ways of strategic planning. Some have created health 
researcher panels to assist in and guide the planning process. Several provinces have developed 
planning frameworks to lead any reform efforts. Others have developed population health goals 
and established provincial health councils. In some jurisdictions, certain planning functions have 
been transferred to subprovincial units or planning councils, as part of a general trend toward 
increased health care decentralization in Canada. 
 
There is also some experimentation with needs-based planning, a planning process which uses 
objective measures to assess the actual need for health care services in a specified area. 
Typically, the measures used for this process include age, sex, and mortality or morbidity. At 
least one province has formally adopted needs-based planning as the basis for regional allocation 
of resources. 
 
Specialized planning in the form of special reviews, commissions or task forces, has occurred 
sporadically in the Canadian health care system. The 1964 Hall Commission, for example, was 
largely responsible for leading to the creation of Canada's national health insurance system. 
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During the 1980s and early 1990s, almost all provinces engaged in an in-depth review of their 
health care systems, largely in response to provincial fiscal pressures that were demanding re-
examination of all public spending. What is striking about these reviews is their virtual unanimity 
in recommending the need for greater efficiency and restructuring of the health system, within 
current budgets, away from a focus on treatment oriented, institutionally based health care 
towards community-based care with a focus on promotion and prevention. In many provinces 
these reviews formed the basis for subsequent health system reforms undertaken in the 1990s. 
 
The federal government is also participating in a planning initiative at the national level. In 1994, 
a National Forum on Health was created with a mandate to develop a new vision for Canada's 
health system for the 21st century. Chaired by the Prime Minister and the Minister of Health, the 
24-member National Forum is expected to report its findings early in 1997. 
 
Most regulation of health care is done at the provincial level. The federal government's regulatory 
responsibilities include ensuring the safety and efficacy of drugs and medical devices and 
regulating the prices of patented medicines (this stems from the federal government's jurisdiction 
with respect to patents). There is no formal regulatory body for the prices of nonpatented drugs 
which fall under the jurisdiction of the provinces. 
 
While provinces have overall responsibility for regulation with respect to health care, many of 
those responsibilities have been delegated especially in the area of professional services. 
Appropriate legislation sets out the general parameters for each profession which are normally 
maintained by professional bodies with some minimal supervision from the provinces. Physicians, 
for example, are regulated and certified by their own professional colleges, while their medical 
associations negotiate with each province about planning and remuneration. Hospitals are 
regulated via public hospital acts, but the accreditation process is nongovernmental. The 
proliferation of private clinics that are capable of providing many services previously available 
only in hospitals, has led many provinces into the area of direct regulation to control location, 
ownership, quality and patient charges. 

Decentralization of the health care system 

The Canadian health care system is, by its very nature, already highly decentralized. At a national 
level it is a highly devolved system, with almost all responsibility for service delivery assigned to 
the provinces. This includes financial responsibility, though with assistance from the federal 
government. However, provinces themselves, until recently, have been highly centralized. Most 
provinces have now introduced or considered deconcentration, and to some degree, devolution of 
their own systems. The reasons most commonly given for the adoption of this reform initiative are 
varied and include: 
 

• better population health 
• greater cost- and spending control 
• improved integration and coordination of services 
• enhanced public participation and community involvement 
• greater flexibility and responsiveness 
• increased equity 
• improved accessibility. 
 
Canadian provinces, with only one exception, have adopted one form or another of 
decentralization or regionalization as part of recent reform initiatives. Four provinces have 
adopted two-tier deconcentration models, with interlocked regional authorities and local or 
community health boards. Four have introduced single-tier deconcentration models (one has only 
regionalized the institutional sector) while one province has used a single-tier devolution model. 
While there is increasing privatization of some services, the impact of this model of 
decentralization has been negligible. Most of the privatization that has occurred is at the 
institutional level, with hospitals contracting out nonmedical support services such as laundry, 
meal preparation, or inventory control. 
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Despite the widespread acceptance of decentralization, three health sectors (primary care, 
pharmacare and physician services) typically remain under direct provincial control in all but one 
province. This province is the only one to completely decentralize the full range of health 
services.  
 
Governance of the health authorities or board has also taken on varied approaches. A few 
provinces are proposing or have introduced elected boards, while others have opted to continue to 
rely on appointments from the health sector and general population. Some provinces, however, 
have taken the extraordinary step of specifically excluding providers from representation on 
regional or local boards. This has caused a considerable degree of consternation among 
stakeholders in health care. 
 
The introduction of these models has not been without challenges. Various stakeholders have 
expressed concerns about both the implementation and effect of this reform process. These 
concerns include: 
 

• compromised equity and access 
• undermined system stability 
• unclear representation and accountability 
• lack of local expertise/knowledge 
• potential for higher administration costs 
• loss of expenditure control and monopsony power 
• difficulties in discharging old and establishing new boards 
• negative impact on people and employees 
• understanding the needs-based planning process 
• a general lack of evaluation of these reform efforts. 
 
The decentralization process is seen by many commentators in Canada as a large-scale 
experiment, because of the lack of domestic and international evidence regarding effectiveness 
and outcomes. 
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Health care finance and expenditure 

The schematic diagram (Fig. 6) of the funding structure of the health system in Canada indicates 
that the flow of funds from individuals (on the left-hand side of the diagram) in the form of 
payment of taxes and premiums to governments, employers and private insurers, finance the 
health care delivery system and providers (on the right-hand side of the diagram). 
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Main system of finance and coverage 

Health care in Canada is financed primarily through taxation, both provincial and federal, 
personal and corporate income taxes. Federal funding is transferred to the provinces as a 
combination of cash contributions and tax points (taxing power). To receive federal funds, 
however, provincial insurance programmes must adhere to the principles in the Canada Health 
Act. Public sector funding represents about 72% of total health expenditure. The remaining 28% 
is financed privately through supplementary insurance, employer-sponsored benefits or directly 
out-of-pocket.  
 
Most public sector funding comes from central revenue streams. Some provinces use ancillary 
funding methods which are nominally targeted for health care, such as sales taxes, payroll levies 
and lottery proceeds. These funds, however, are not earmarked specifically for health, are added 
to the central revenue stream, and play a relatively minor role in health care financing. Two 
provinces utilize health care premiums. The premiums are not rated by risk in either province and 
prior payment of a premium is not a pre-condition for treatment. Premium assistance is offered to 
low income individuals and families. Health care premiums also accrue to provincial central 
revenues and are considered an alternative form of taxation. 
 
All eligible residents are covered by their provincial health insurance plans, which require that 
residents register with the plan. The universality principle of the Canada Health Act requires that 
provincial plans cover 100% of eligible residents for medically necessary hospital and medical 
care. Eligible residents exclude those who are covered by the federal government through separate 
agreements and, in some cases, a separate infrastructure. 
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Health care benefits and rationing 

Universal heath care benefits include, as a minimum, medically necessary hospital and Medicare 
care as provided for under the Canada Health Act. There is, however, no agreed upon basic 
package of services since what constitutes medical necessity has never been defined. As a result 
there are some subtle variations among provinces with respect to coverage of hospital and 
medical care services. For example, abortion services may be generally covered in one province, 
but only those provided in hospital may be covered in others. There has been discussion among 
stakeholders about the development of a "core" package of insured services, but no consensus has 
been reached in this regard. 
 
All provinces offer some additional or supplementary benefits beyond those services covered by 
the Canada Health Act. But, given that they are outside of the act, they need not be universal and 
may involve the payment of additional charges in the form of deductibles and/or co-payments. 
Supplementary benefits are offered entirely at the discretion of each province and, therefore, vary 
somewhat across the country. Most provinces provide supplementary prescription drug coverage 
to the elderly and to welfare recipients. Dental care for children is offered in a few provinces. 
Many provinces cover a limited number of visits for certain services or pay part of the costs of 
others. For example, most provinces cover all residents for one optometrist visit per year, and pay 
part of the cost of a limited number of visits to a chiropractor or subsidize the cost of ambulance 
service. Alternative health care providers such as naturopaths, homeopaths, or osteopaths, are 
typically not covered at all by public plans.  
 
In recent years, there have been some reductions in publicly funded health care benefits. 
Reductions in insured hospital and medical care have, however, been negligible. While a few 
items have been dropped or restricted, these have tended to be services which are considered 
marginal, such as tattoo removal and torn earlobe repair. The majority of reductions in benefits 
have occurred with respect to discretionary supplementary coverage. Thus, a few provinces have 
stopped paying for eye examinations, have increased or introduced co-payments for publicly 
funded pharmacare, or have linked eligibility for certain benefits to income level. 
 
Services not covered by provincial plans are generally available through the private sector and 
are paid for out-of-pocket, through private insurance, or employer-sponsored benefit plans for 
employees, their families and often retirees. 
 
Allocation or rationing of health services in Canada is not explicit. Medically necessary hospital 
and medical services are universally available and for certain specialty services where shortages 
occur, such as cardiac, cataract or hip replacement surgery, queues are based solely on need. 
Those with immediate need are treated before those with less urgent requirements. 
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Complementary sources of finance 

In 1975, public sector health expenditure represented 76.4% of total health expenditures in 
Canada, while the private sector accounted for 23.6%. By 1994, the public share of total health 
expenditure had declined to 71.8%, while the private share had increased to 28.2%. Examining 
health expenditure trends in real per capita terms (1986 CAD), the public share of total health 
expenditure in Canada increased slightly over the period 1975–1994. Real per capita public 
health expenditure was 74.7% of the total in 1994, compared to 73.8% in 1975. Real per capita 
private health expenditure was 25.3% in 1994 compared to 26.2% in 1975. From 1975 to 1994, 
the federal share of total health expenditure declined from 30.9% to 25.5%. The 5.4% decline in 
the federal share was offset by a 0.8% increase in combined provincial, municipal and workers’ 
compensation expenditures, and an increase in private expenses from 23.6% in 1975 to 28.2% in 
1994.  
 
Changes in the relative levels of public and private funding have occurred over the last two 
decades. One reason for this is related to the dominant structures in each funding source. In 
public sector funding, hospital and physician spending have been declining, thereby forcing down 
overall public costs. An overriding reason for the reduction in hospital and physician spending is 
the successful implementation of public health expenditure controls at both the federal and 
provincial level. For example, the enforcement of global hospital budgets and the reduction in 
physician budgets have enabled the provinces to successfully control overall public health 
expenditures. Moreover, the relative reduction in federal transfers since 1990 has generally forced 
many provinces to address cost pressures in their systems. At the same time, cost increases in the 
private sector have been due primarily to two fast growing sectors – pharmaceuticals and other 
professionals – which are primarily outside publicly funded health care. 
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Table 1. Total health expenditure by sector of finance (millions current CAD) 
Key: [per capita], {percentage distribution} 

Current dollars 1975 1980 1985 1990 1991 1992 1993 1994 

Grand total 
12254.8 

[528] 
{100.0} 

22398.4 
[911] 

{100.0} 

40038.2 
[1543] 
{100.0} 

61041.6 
[2196] 
{100.0} 

66290.3 
[2358] 
{100.0} 

70032.1 
[2463] 
{100.0} 

71775.3 
[2496] 
{100.0} 

72462.6 
[2478] 
{100.0} 

Total public 
9361.7 
[403] 
{76.4} 

16951.7 
[689] 
{75.7} 

30298.1 
[1168] 
{75.7} 

45517.3 
[1638] 
{74.6} 

49441.8 
[1758] 
{74.6} 

51878.0 
[1824] 
{74.1} 

52451.9 
[1824] 
{73.1} 

52061.41 
[1780] 
{71.8} 

Federal direct 

398.3 
[17] 
{3.2} 

582.1 
[24] 
{2.6} 

1157.7 
[45] 
{2.9} 

2028.9 
[73] 
{3.3} 

2223.5 
[79] 
{3.3} 

2381.6 
[84] 
{3.4} 

2506.7 
[87] 
{3.5} 

2609.5 
[89] 
{3.6} 

Federal transfer to 
province 

3389.6 
[146] 
{27.7} 

6865.8 
[279] 
{30.7} 

11249.9 
[434] 
{28.1} 

14774.4 
[532] 
{24.2} 

15116.1 
[538] 
{22.8} 

15450.9 
[543] 
{22.1} 

15684.4 
[545] 
{21.9} 

15862.4 
[542] 
{21.9} 

Provincial funds 

5320.8 
[229] 
{43.4} 

8929.8 
[363] 
{39.9} 

16897.0 
[651] 
{42.2} 

27322.7 
[983] 
{44.8} 

30703.4 
[1092] 
{46.3} 

32557.5 
[1145] 
{46.5} 

32827.4 
[1142] 
{45.7} 

32176.8 
[1100] 
{44.4} 

Municipal 
expenditures 

132.0 
[5.7] 
{1.1} 

363.1 
[14.8] 
{1.6} 

604.8 
[23.3] 
{1.5} 

880.5 
[31.7] 
{1.4} 

828.9 
[29.5] 
{1.3} 

895.3 
[31.5] 
{1.3} 

855.0 
[29.7] 
{1.2} 

834.6 
[28.5] 
{1.2} 

Workers 
compensation 

121.1 
[5.2] 
{1.0} 

211.0 
[8.6] 
{0.9} 

388.8 
[15.0] 
{1.0} 

510.8 
[18.4] 
{0.8} 

569.8 
[20.3] 
{0.9} 

592.6 
[20.8] 
{0.8} 

578.4 
[20.1] 
{0.8} 

578.1 
[19.8] 
{0.8} 

Total private 

2893.1 
[125] 
{23.6} 

5446.6 
[221] 
{24.3} 

9740.1 
[375] 
{24.3} 

15524.4 
[559] 
{25.4} 

16848.4 
[599] 
{25.4} 

18154.1 
[638] 
{25.9} 

19323.5 
[672] 
{26.9} 

20401.2 
[698] 
{28.2} 

Private insurance 

N/A 
[N/A] 
{N/A} 

N/A 
[N/A] 
{N/A} 

N/A 
[N/A] 
{N/A} 

4537.3 
[163] 
{7.4} 

5143.8 
[183] 
{7.8} 

5721.0 
[201] 
{8.2} 

6271.0 
[218] 
{8.7} 

N/A 
[N/A] 
{N/A} 

Out-of-pocket 
payments 

N/A 
N/A 

{N/A} 

N/A 
N/A 

{N/A} 

N/A 
N/A 

{N/A} 

6606.5 
[238] 
{10.8} 

6979.3 
[248] 
{10.5} 

7313.0 
[257] 
{10.4} 

7638.5 
[266] 
{10.6} 

N/A 
[N/A] 
{N/A} 

Other 

N/A 
N/A 

{N/A} 

N/A 
N/A 

{N/A} 

N/A 
N/A 

{N/A} 

4380.6 
[158] 
{7.2} 

4725.3 
[168] 
{7.1} 

5120.1 
[180] 
{7.3} 

5414.1 
[188] 
{7.5} 

N/A 
N/A 

{N/A} 

Source: Ministry of Health of Canada 
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Table 2. Total health expenditure by sector of finance – real expenditures (1986 CAD) 
Key: [per capita], {percentage distribution} 

1986 Dollars 1975 1980 1985 1990 1991 1992 1993 1994 

Grand total 

26305.9 
[1133] 
{100.0} 

31593.5 
[1285] 
{100.0} 

41129.5 
[1585] 
{100.0} 

51147.9 
[1840] 
{100.0} 

54069.5 
[1923] 
{100.0} 

56297.2 
[1980] 
{100.0} 

56990.5 
[1982] 
{100.0} 

56779.1 
[1941] 
{100.0} 

Total public 

19417.5 
[837] 
{73.8} 

22920.6 
[932] 
{72.5} 

30844.3 
[1189] 
{75.0} 

38748.2 
[1394] 
{75.8} 

41276.4 
[1468] 
{76.3} 

42997.5 
[1512] 
{76.4} 

43217.5 
[1503] 
{75.8} 

42432.2 
[1451] 
{74.7} 

Federal direct 

826.0 
[36] 
{3.1} 

787.0 
[32] 
{2.5} 

1178.5 
[45] 
{2.9} 

1727.2 
[62] 
{3.4} 

1856.3 
[66] 
{3.4} 

1974.0 
[69] 
{3.5} 

2065.3 
[72] 
{3.6} 

2126.9 
[73] 
{3.7} 

Federal transfer 
to province 

7030.6 
[303] 
{26.7} 

9283.3 
[377] 
{29.4} 

11452.7 
[441] 
{27.8} 

12577.3 
[453] 
{24.6} 

12619.7 
[449] 
{23.3} 

12806.0 
[450] 
{22.7} 

12923.1 
[449] 
{22.7} 

12928.5 
[442] 
{22.8} 

Provincial funds 

11036.1 
[476] 
{42.0} 

12074.0 
[491] 
{38.2} 

17201.6 
[663] 
{41.8} 

23259.4 
[837] 
{45.5} 

25632.7 
[912] 
{47.4} 

26984.3 
[949] 
{47.9} 

27048.0 
[941] 
{47.5} 

26225.4 
[897] 
{46.2} 

Municipal 
expenditures 

273.7 
[12] 
{1.0} 

491.0 
[20] 
{1.6} 

615.7 
[24] 
{1.5} 

749.6 
[27] 
{1.5} 

692.0 
[25] 
{1.3} 

742.1 
[26] 
{1.3} 

704.5 
[25] 
{1.2} 

680.3 
[23] 
{1.2} 

Workers 
compensation 

251.1 
[10.8] 
{1.0} 

285.2 
[11.6] 
{0.9} 

395.8 
[15.3] 
{1.0} 

434.8 
[15.7] 
{0.9} 

475.7 
[16.9] 
{0.9} 

491.1 
[17.3] 
{0.9} 

476.5 
[16.6] 
{0.8} 

471.2 
[16.1] 
{0.8} 

Total private 

6888.4 
[297] 
{26.2} 

8673.0 
[353] 
{27.5} 

10285.2 
[396] 
{25.0} 

12399.7 
[446] 
{24.2} 

12793.0 
[455] 
{23.7} 

13299.7 
[468] 
{23.6} 

13773.0 
[479] 
{24.2} 

14346.9 
[491] 
{25.3} 

Source: Ministry of Health of Canada 

Out-of-pocket payments 

In 1993, out-of-pocket payments for health care service totalled over CAD 7.6 billion and were 
the largest source of private health spending, i.e. 40%. Out-of-pocket payments represented about 
10% of total health expenditures (public and private). The major categories of expenditure for 
out-of-pocket payments were prescribed and nonprescribed drugs and dental care.  
 
Cost-sharing for publicly insured services is discouraged by the Canada Health Act which 
provides for dollar-for-dollar deductions from federal transfer payments for user fees associated 
with insured hospital and physician services. Therefore most services provided in hospital or by 
physicians are not cost-shared. 
 
Cost-sharing is prevalent for supplementary health benefits. For example, visits to chiropractors 
and other allied health providers typically involve a certain amount of public and private cost-
sharing, as well as direct out-of-pocket payments. Generally, provinces use co-insurance, co-
payment and premiums or deductibles in order to limit costs and, to some extent, to control 
utilization. 
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Voluntary health insurance 

Voluntary health insurance is provided by private insurance firms and by employers as an 
employment benefit. Essentially, private insurance may offer coverage for any service that is not 
publicly provided. In recent years, private insurers have implemented cost-containment measures 
including increased deductibles and co-payments, reduced coverage, pharmacare formularies and 
ceilings on benefit levels. 
 
A recent study of supplementary health plans in Canada suggested that 25.6 million people or 
about 88% of the population had some form of supplementary coverage. Of these, 5.6 million had 
coverage under special government plans only, 18 million had coverage under private plans only, 
and 2 million had coverage under both. Of the 3.6 million people (about 12% of the population) 
without supplementary coverage, 2 million were in workplaces that did not currently hold 
supplementary insurance, 1.1 million were self-employed and 0.6 million had little or no 
attachment to employment or did not qualify for government or private programmes. 
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Health care expenditure 

In 1994, total health expenditure (in current dollars) was CAD 72.5 billion or CAD 2478 per 
capita. Health expenditure accounted for 9.7% of the gross domestic product (GDP) in 1994, a 
reduction of 0.4% from the 1992 and 1993 peak level of 10.1% of GDP. Similarly, per capita 
health expenditures decreased in 1994 to CAD 2478, a decline of CAD 19 from 1993. Growth in 
the economy (GDP) for 1994 was approximately 5.2% compared to 3.3% for 1993. 
 
In 1994, total public sector health expenditure decreased by 0.7% (the first time in 20 years), 
while the rate of increase in private sector health expenditure was 5.6%. The private sector share 
of total health expenditure rose to 28.2% in 1994 from 26.9% in 1993. 
 
The "denominator effect" played a major role in the decline of Canada's 1994 health 
expenditure/GDP ratio. Health expenditure (the numerator) increased by only 1.0% in 1994, 
while Canada's economy (the denominator) expanded by 5.2%. The relative share of health 
expenditure diminished, causing the health expenditure/GDP ratio to decline. 
 
The decrease in health spending as a percentage of GDP indicates that a different post-
recessionary health expenditure pattern is emerging in Canada. Not only has there been a levelling 
off but also a decline in the health spending/GDP ratio now that the economy has recovered from 
a period of low economic growth in the 1990s. Previously, the health spending/GDP ratio used to 
increase to a new level and then stabilize after a recession, as was the case after both the mid-
1970s and early 1980s economic downturns. In 1994 the health spending/GDP ratio decreased 
and forecasts for 1995 and 1996 indicate that further declines will be forthcoming (as low as 
9.1% by the end of 1996). 
 
Health expenditure controls are now appearing across all categories in the public health sector 
which, when coupled with the strong economic performance, has resulted in a declining health 
spending/GDP ratio. 

Table 3. Total expenditure on health care (millions CAD) 

 1975 1980 1985 1990 1991 1992 1993 1994 

Value in current prices 12254.8 22398.4 40038.2 61041.6 66290.3 70032.1 71775.3 72462.6 

Value in 1986 dollars 26305.9 31593.5 41129.5 51147.9 54069.5 56297.2 56990.5 56779.1 

Value in current price 
per capita 

528 911 1543 2196 2358 2463 2496 2478 

Value in 1986 dollars 1133.43 1284.64 1585.46 1840.48 1922.97 1979.81 1982.07 1941.29 

Share of GDP 7.1 7.2 8.4 9.1 9.8 10.1 10.1 9.7 

Public share of total 
expenditure 

76.4 75.7 75.7 74.6 74.6 74.1 73.1 71.8 

Private share of total 
expenditure 

23.6 24.3 24.3 25.4 25.4 25.9 26.9 28.2 

Source: Ministry of Health of Canada. 
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Fig. 2. Total expenditure on health as a percentage of GDP in WHO’s European Region, 1994 

Percentage of GDPa1993,b 1992,c 1991

2.3
2.8

3.1
3.2
3.4

4.1
4.2

4.4
4.5

4.7
5

5.9
6

2.8
3.6

4.6
4.7
4.7
4.8

6.2
6.9

7
7.5

7.7
7.9

8.7

4.2
4.6

5.7
6.5

7.1
7.2
7.3
7.3
7.4

7.7

8.1
8.1
8.2
8.2

8.5
8.8

9.4
9.5
9.7
9.7

Armenia

0 2 4 6 8 10

7.8

5.9

4.1

Austria
France

Switzerland
Germany

Netherlands
Italya

Israela

Finland
Iceland

Belgium
WE avg.
Sweden

Portugala

Norwaya

Irelanda

Spaina

United Kingdom
Denmark

Luxembourg
Greecea

Turkey

Croatia
Slovenia

a

Czech Republic
Slovakia
Hungarya

Estonia
CEE avg.
Lithuania
Bulgaria

Latvia
Polanda

Romania
Albania

Tajikistanc

Uzbekistanc

Turkmenistan b

Ukraine
Georgiac

Kyrgyzstan b

Azerbaijan

Kazakhstanc

CIS avg. c

Belarusc

Russian Federationb

Moldova

The Former Yugoslav Republic of Macedonia

 
Source: OECD health data, 1996; World Bank; WHO Regional Office for Europe, health for all database. 

Structure of health care expenditures 
The largest health expenditure category in Canada is hospitals, accounting for 37.3% of total 
health expenditure, followed by physicians and drugs, representing 14.2% and 12.7% of total 
expenditure, respectively, in 1994. The category “other expenditure” represent 14.6% of total 
expenditure. Other expenditure consists of many expenditure subcategories such as ambulance 
services, home care, public health, research and administration. 
 
The hospital share of total health expenditure declined from 45.0% in 1975 to 37.3% in 1994, a 
decline of 7.7 percentage points. The capital expenditure share declined from 4.4% of the total 
health expenditure in 1975 to 2.9% in 1994. 
 
Drug expenditure increased by 3.9 percentage points, from 8.8% of the total health expenditure in 
1975 to 12.7% in 1994. Expenditure in the categories of physicians and other professionals 
remained about the same in this period, except for the last few years when the physicians' share 
declined from 15.4% of the total health expenditure in 1991 to 14.2% in 1994. Other expenditure 
increased from 10.3% of total health expenditure in 1975 to 14.6% in 1994. 
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Table 4. Health care expenditure by categories in Canada, (as % of total expenditure on 
health care), 1970–1994 

Total expenditure as share of TEHC 1975 1980 1985 1990 1991 1992 1993 1994 

Public (%) 76.4 75.7 75.7 74.6 74.6 74.1 73.1 71.8 

Hospitals (%) 43.8 40.8 40.7 39.5 39.4 39.0 38.7 38.2 

Physicians (%) 14.5 14.1 15.0 15.4 15.8 15.4 15.0 14.8 

Other professionals (%) 8.0 9.3 8.4 8.2 8.1 7.9 7.8 7.8 

Other Institutions (%)  9.2 11.4 10.2 9.4 9.5 9.7 9.7 9.8 

Pharmaceuticals (%)  9.5 9.1 9.6 11.0 11.1 11.5 11.6 11.9 

Capital investment (%)  4.4 4.8 4.6 3.7 3.2 3.3 3.2 2.9 

Other Expenditures (%) 10.4 10.5 11.5 12.9 13.0 13.3 14.0 14.6 

Source: Ministry of Health of Canada. 
 

Table 5. Health care expenditures by category 
Key: [per capita], {percentage distribution} 

Millions of 
current 
dollars 

1975 1980 1985 1990 1991 1992 1993 1994 

Hospitals 
5512.0 
[237] 
{45.0} 

9395.2 
[382] 
{41.9} 

16383.6 
[632] 
{40.9} 

23870.5 
[859] 
{39.1} 

25725.1 
[915] 
{38.8} 

26778.0 
[942] 
{38.2} 

27138.8 
[944] 
{37.8} 

26999.1 
[923] 
{37.3} 

Other institutions 
1124.3 

[48] 
{9.2} 

2536.6 
[103] 
{11.3} 

4076.9 
[157] 
{10.2} 

5720.3 
[206] 
{9.4} 

6315.9 
[225] 
{9.5} 

6834.1 
[240] 
{9.8} 

7007.9 
[244] 
{9.8} 

7090.3 
[242] 
{9.8} 

Physicians 
1839.9 

[79] 
{15.0} 

3287.5 
[134] 
{14.7} 

6046.7 
[233] 
{15.1} 

9258.3 
[333] 
{15.2} 

10219.6 
[363] 
{15.4} 

10463.9 
[368] 
{14.9} 

10362.6 
[360] 
{14.4} 

10322.6 
[353] 
{14.2} 

Other 
professionals 

901.7 
[39] 
{7.4} 

1906.6 
[78] 
{8.5} 

3312.0 
[128] 
{8.3} 

5179.5 
[186] 
{8.5} 

5636.8 
[200] 
{8.5} 

5912.9 
[208] 
{8.4} 

6056.1 
[211] 
{8.4} 

6192.9 
[212] 
{8.5} 

Drugs 
1073.5 

[46] 
{8.8} 

1877.5 
[76] 
{8.4} 

3788.7 
[146] 
{9.5} 

6903.1 
[248] 
{11.3} 

7670.6 
[273] 
{11.6} 

8451.6 
[297] 
{12.1} 

8841.7 
[308] 
{12.3} 

9179.3 
[314] 
{12.7} 

Capital 
536.9 
[23] 
{4.4} 

1054.4 
[43] 
{4.7} 

1839.0 
[71] 
{4.6} 

2231.9 
[80] 
{3.7} 

2092.0 
[74] 
{3.2} 

2278.5 
[80] 
{3.3} 

2290.7 
[80] 
{3.2} 

2074.3 
[71] 
{2.9} 

Other 
expenditures 

1266.6 
[55] 

{10.3} 

2340.7 
[95] 

{10.5} 

4591.3 
[177] 
{11.5} 

7878.0 
[283] 
{12.9} 

8630.3 
[307] 
{13.0} 

9312.9 
[328] 
{13.3} 

10077.7 
[350] 
{14.0} 

10604.2 
[363] 
{14.6} 

Total 

12254.8 
[528] 

{100.0} 

22398.4 
[911] 

{100.0} 

40038.2 
[1543] 
{100.0} 

61041.6 
[2196] 
{100.0} 

66290.3 
[2358] 
{100.0} 

70032.1 
[2463] 
{100.0} 

71775.3 
[2496] 
{100.0} 

72462.6 
[2478] 
{100.0} 

Source: Ministry of Health of Canada. 
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Health care delivery system 

Primary health care and public health services 

General practitioners (GPs) and family physicians provide the majority of primary health care in 
Canada. They are usually the initial contact with the formal health care system and control access 
to most specialists, many allied providers, admissions to hospitals at which they have admitting 
privileges, diagnostic testing and prescription drug therapy. 
 
Most GPs are private practitioners who work in independent or group practices and enjoy a high 
degree of autonomy. Some doctors work in community health centres, hospital-based group 
practices or work in affiliation with hospital outpatient departments, while still enjoying the same 
level of autonomy. Private practitioners are generally paid on a fee-for-service basis and submit 
their service claims directly to the provincial insurance plan for payment. Physicians in other 
practice settings are also paid on a fee-for-service basis, but are more likely to be salaried or 
remunerated through an alternative payment scheme. 
 
Patients are free to choose their own physicians, however, in some cases this choice may be 
limited by the supply of physicians in an area. In severe cases of overutilization, some provinces 
have sought agreements from patients to see only one physician for their ongoing care. 
 
Another access point for the health care system is through the hospital emergency room. Despite 
the wide availability of primary care physicians, certain subgroups of the population, such as the 
homeless, tend to use the emergency room as their primary access point for health care. This 
practice is generally discouraged by provincial governments due to the cost of emergency care. 
 
A number of allied health care personnel are also involved in primary health care to a certain 
extent. Dentists work independently of the health care system, except where in-hospital dental 
surgery is required. While nurses are generally employed in the hospital sector, they also provide 
support for primary services, typically in conjunction with private practices. There has been an 
increasing trend toward the independent provision of midwifery, and a recent reintroduction of 
nurse practitioners who may eventually play a larger role in primary health care and remote care. 
Pharmacists dispense prescribed medications and drug preparations and also act as an 
independent knowledge source, by providing information on prescribed drugs, or by assisting in 
the purchase of nonprescription drugs. 
 
Until recently, general practitioners were free to practice where they preferred. Once they had 
been certified for practice they simply applied for a billing number from the provincial insurance 
plan, and opened an office or joined an existing practice. This has tended to lead to an oversupply 
of physicians in urban areas, and a chronic shortage in rural and northern areas. In response, a 
number of provinces have introduced or considered supply restrictions in urban areas, incentive 
systems for rural doctors, or a mandatory time period in rural practice for foreign physicians. 
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Public health services 

Public health services in Canada were originally established to control the spread of infectious 
diseases, ensure public sanitation and, to some degree, provide basic health education to the 
population. Since this early inception, the role of public health services has changed substantially. 
For example, as infectious diseases became less prevalent or more treatable, public health 
services began to refocus their concern on disease prevention and the needs of certain under-
serviced segments of the population. 
 
Today’s public health services are typically funded and provided separately from the main 
components of health care, and are administered through local or regional health units. 
Throughout the evolution of health care in Canada, public health services have managed to create 
a useful role for themselves, coordinating and providing services typically overlooked by the rest 
of the health care system. As the focus of health care services has shifted towards a wellness 
model, public health services have become a far more important component of the health care 
system.  
 
While most services are available to all residents, the design of a number of public health 
programmes tends to focus them on the financially and medically disadvantaged. Today, public 
health services range from broad immunization programmes, such as the current programme of 
providing second-dose measles immunizations, to health programmes that educate identified at-
risk groups. For example, public health services across Canada provide child and maternal health 
counselling programmes, and have been at the forefront of the effort to control the spread of 
AIDS. In addition, most public health services have also taken on a role coordinating or directly 
providing personal and home care services such as meals-on-wheels programmes, homemaker 
services, or home nursing care. As such, they are an integral part of community health care. 

Fig. 3. Levels of immunization against measles in WHO’s European Region, 1994 
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Secondary and tertiary care 

Specialized ambulatory physician care is provided on much the same basis as general practitioner 
care. Specialists control access to other specialists and allied providers, and admissions to 
hospitals, and prescribe necessary diagnostic testing, treatment and prescription drug therapy. 
However, specialists have specialized training in their respective field and must be certified, and 
tend to be more acquainted with specialty-specific diagnostic tools and treatment. Many 
specialists maintain private practices and are more likely to have a staff appointment in a hospital 
or an affiliation with a hospital out-patient clinic. 
 
Canadian hospitals are generally operated as private nonprofit entities guided by community 
boards or trustees. As such, hospitals in Canada are highly autonomous entities, with the 
provinces’ role limited to broad planning functions, funding and capital budgeting. Hospitals in 
Canada may be categorized under several different rubrics. On one level, hospitals may be 
classed by ownership (or more correctly, original ownership). Hospitals run by religious orders 
were once very common, however, many of these have been taken over by other hospitals as 
religious orders abandoned ownership or adopted a lay board in their governance structure. The 
municipal hospital is another distinction that is quickly fading. Many hospitals were once owned 
and operated by individual municipalities, however, after the introduction of Medicare, many of 
these hospitals were eventually closed, became part of other hospital systems or were 
reconstituted similarly to other hospitals. Currently, the only hospitals directly run by provinces 
tend to be psychiatric institutions, however, many provinces are in the process of divesting these 
institutions. The federal government operates a number of hospitals for the military, provides 
some facilities for native health, and until recently ran a number of veterans’ hospitals. For-profit 
hospital operations account for less than five percent of the total and are predominantly long-term 
care facilities or specialized services such as addiction centres or mental health institutions.  
 
These ownership distinctions have faded over a number of years, as provinces began to fund the 
hospital system. Hospitals are now typically organized in broader terms as general or acute care 
facilities, community or secondary care, and long-term or chronic care. Depending on affiliation 
with a medical school, any of these hospitals may also be classified as a teaching hospital. In 
larger centres, hospitals may be more specialized as maternity hospitals, children’s hospitals, 
rehabilitation facilities or cancer treatment centres. In the largest cities, some institutions have 
become highly specialized, with hospitals focused on arthritis care, orthopaedics and women’s 
health. Moreover, as part of the restructuring of the health system, many highly specialized 
services are being consolidated in single urban centres which service the entire province or region. 
 
Monitoring of hospitals in Canada is undertaken at many levels. Provinces typically control 
facilities by monitoring budgets and expenditures. The Royal College of Physicians and Surgeons 
regularly evaluate hospitals for inclusion in residency training programmes, and allied 
professions, such as physiotherapists, assess individual hospital programmes and departments as 
candidates for internships. The quality of Canadian hospitals is monitored by the Canadian 
Council for Health Facility Accreditation. The accreditation process requires hospitals to meet 
minimum standards to maintain their status. Failure to meet these standards may lead to a ratings 
change, loss of teaching hospital status, or, in some cases, a reduction in funding. 
 
To a large degree, the geographic distribution of hospital facilities has been influenced by two 
factors. The first is that the majority of Canada’s population lives within 150 km of the border 
with the United States. This concentration of the population has limited the need to build a highly 
dispersed system. The second is that funding for hospital development was relatively easy to 
secure in the 1950s and 1960s. Thus, a large number of hospitals were built to cover the 
population. Provinces with a rural base tended to use the funding to build a large network of 
smaller hospitals throughout the province, many of which are now closing or being converted to 
community health centres as a result of restructuring. In addition, more recent population shifts 
have put pressure on the existing distribution of hospitals, particularly in highly urbanized areas.  
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Other changes in the health care system have put considerable pressure on the hospital sector. 
The widespread shift from inpatient care to outpatient care and from inpatient surgery to day 
surgery has reduced the use of some hospital services. What started out as a hospital cost-saving 
measure has coincided with a growing demand for community and home care. These pressures 
have forced many hospitals to consider restructuring, merging or consolidating services. Most 
provinces are now also considering more drastic measures, such as complete hospital closures, as 
an alternative to hospital-by-hospital bed reductions. 
 
Technological advances have made possible the provision of many hospital services in private 
clinics. The number of private clinics providing services such as eye surgery, abortions and 
hernia repair has been increasing over the last few years. While the cost of the physician service 
component of the care has traditionally been covered by provincial health insurance plans, several 
provinces allowed patient charges or "facility fees" to cover facility administration costs This 
posed a problem with the accessibility principle of the Canada Health Act and facility fees were 
eventually deemed to be user charges in contravention of the act. Deductions from federal transfer 
have been made from several provinces in an effort to discourage them from allowing such 
patient charges. 

Table 6. Health institutions 
{population per unit} 

1986 dollars 1975 1980 1985 1990 1991 1992 1993 1994 

Hospitals 

Number 
 

1252 
{18537.7} 

1292 
{19035.1} 

1230 
{21090.8} 

1237 
{22466.1} 

1240 
{22675.5} 

1211 
{23481.1} 

1209 
{23782.5} 

1167 
{25062.6} 

Beds 157163 
{147.7} 

178341 
{137.9} 

177882 
{145.8} 

178402 
{155.8} 

178006 
{158.0} 

165904 
{171.4} 

167170 
{172.0} 

164286 
{178.0} 

Patient-Days 46294110 
{0.5} 

49888328 
{0.5} 

53609484 
{0.5} 

48834328 
{0.6} 

48223949 
{0.6} 

46155488 
{0.6} 

44968900 
{0.6} 

44560973 
{0.7} 

Other Institutions 

Number 4980 
{4660.7} 

5011 
{4908.4} 

5386 
{4816.6} 

6266 
{4435.1} 

6068 
{4633.8} 

6203 
{4584.2} 

6148 
{4676.8} 

6087 
{4805.4} 

Beds 206761 
{112.3} 

224070 
{109.8} 

234533 
{110.6} 

239727 
{115.9} 

237165 
{118.6} 

245182 
{116.0} 

238386 
{120.6} 

236163 
{123.8} 

Patient-Days 60552161 
{0.4} 

76273560 
{0.3} 

78744632 
{0.3} 

80938216 
{0.3} 

81340240 
{0.3} 

81714060 
{0.3} 

82055188 
{0.4} 

82243150 
{0.4} 

Source: Ministry of Health of Canada. 
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Fig. 4. Hospital beds per 1000 population in WHO’s European Region, 1980 and 1994 
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Table 7. In-patient utilization and performance in WHO European Region, 1994 

Country Hospital beds per 
1000 population 

Admissions per 
100 population 

Average length 
of stay in days 

Occupancy rate 
(%) 

Austria  9.4 26.5 10.3 80 
Belgium  7.6 19.7 a 12 a 83.5 a 
Denmark  5.0 a 20.5 a  7.6 a 84.8 a 
Finland 10.1 25.1 13.1 90.3 
France  9 23.4 a 11.7 a 80.5 a 

Germany 10.1 b 21.3 b 15.8 b 86.6 b 
Greece  5.0 a 13.1 b  9.8 b 70 c 
Iceland 15.8 b 28.2 c 17.8 c 84 c 
Ireland  5.0 a 15.5 a  7.7 b  n/a 
Italy  6.6 15.5 b 11.2 b 69.6 b 
Luxembourg 11.8 a 20.3 b 16.5 b 81.4 b 
Netherlands 11.3 11.2 32.8 88.6 
Portugal  4.3 11.5  9.5 68.7 
Spain  4.2 c 10 a 11.5 a 77 a 
Sweden  6.4 19.5 a  9.4 a 83 a 

Switzerland  8.7 14.6 b  n/a 82.6 c 
Turkey  2.4  5.8 a  6.7 a 57.8 
United Kingdom  5 a 21.6 10.2 a  n/a 

Albania  2.8  8.07 8.98 71.8 
Bulgaria 10.2 17.71 13.6 64.4 
Croatia  5.9 12.78 13.78 81.6 
Czech Republic  9.8 20.61 13.5 77.7 
Estonia  8.4 17.82 14.2 83 
Hungary  9.9 22.76 11.3  n/a 
Latvia 11.9 20.14 16.4 78.7 
Lithuania 11.1 20.6 15.9 79.1 
Poland  8.2 d  n/a  n/a  n/a 
Romania  7.7 21.1 10.3 77.4 

Slovakia  7.9 a  n/a 12.74 a  n/a 
Slovenia  5.8 15.8 10.6 79.4 

The Former Yugoslav Republic of Macedonia   5.3 c  n/a  n/a  n/a 

Armenia  7.6  7.6 16.32  n/a 
Azerbaijan 10.1  8.52 17.9 41.5 
Belarus 12.4 24.65 15.3 83.2 
Georgia  8.1  5.5 15.2 28.3 
Kazakhstan 12.1 18.17 16.8 68.9 

Kyrgyzstan  9.6 17.7 15.4 77.9 
Republic of Moldova 12.2 22 17.3  n/a 
Russian Federation 11.9 21.6 16.8  n/a 
Tajikistan  9.1 16.44 b 14.5 b 58.3 b 
Turkmenistan 11.5 17.01 15.1 66.6 a 
Ukraine 12.7  n/a 16.91  n/a 
Uzbekistan  8.8 19.3 14.3  n/a 

a 1993, b 1992, c 1991, d 1990,  

Source: OECD Health Data File, 1996; WHO Regional Office for Europe, health for all database. 
 
As illustrated by Table 7, in international terms there is evidence of considerable overcapacity of 
inpatient facilities, contributing to long lengths of stay and low levels of occupancy. 
 



 Health care delivery system 29

Social care 

Community care services are organized on two fundamental levels: institution-based care and 
home-based care. Community institutional care is largely focused on the provision of long-term 
care and chronic care. These institutions may range from residential care facilities, which need 
provide only limited health services, to intensive chronic care facilities which care for the high-
need institutionalized patient. The majority of patients in these institutions are elderly, and 
increasingly frail elderly.  
 
Typically, institution based long-term care health services are paid for by the provincial 
government, while accommodation costs (room and board) are primarily the responsibility of the 
individual. These costs may be paid out-of-pocket or through private insurance, if available. In 
addition to the public and private financing of long-term care, there is also public and private 
provision in most provinces. Access to long-term care can be available through the traditional 
health care system or by individuals directly. For the most part, access to residential institutions 
is an individual choice. Chronic care is typically accessed through the health care system after an 
acute care phase. 
 
The growth area in community care is the home-care sector, as there is increasing interest in, and 
need for, services provided outside institutions. Community home care may take many forms, 
ranging from physician visits, specialized nursing care and homemaker services to meals-on-
wheels programmes and adult day care. As these services tend to be provided by many different 
organizations, some provinces have begun to offer one-stop-shopping by organizing these 
services around one access point. Some provinces have introduced or are experimenting with 
quick response teams to redirect elderly and chronically ill patients out of acute institutions and 
into community-based home-care programmes in order both to contain institutional costs and to 
support the preference of individuals for care in their home.  
 
Community care faces a number of challenges. Changing demographics with an increase in the 
elderly population is putting pressure on current resources and there is a risk of undercapacity in 
the near future. As hospital resources are reduced, lengths of stays become shorter, and day 
surgery increases, utilization of community services will increase proportionately. It is widely 
recognized that resources should be reallocated toward community care, but fiscal pressures may 
make this difficult to accomplish. 
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Human resources and training 

The number of physicians and other health professionals per 100 000 population has increased 
over the last two decades, from 190.4 in 1975 to 256.6 in 1994. During the same time the number 
of other professionals increased from 67.5 to 120.8 per 100 000 population. 
 
Total employment in health services represents an increasingly significant portion of total 
employment in Canada. In 1994, health services employment (732 000) represented 5.5% of total 
employment. From 1975 to 1994 total health personnel employment increased by 16.4%. Nurses 
(including nursing assistants) account for almost half of all health personnel. There were 210 172 
nurses representing 47.9% of total health service employees. By 1994, there were 324 519 nurses 
or 44.3% of all health employees. The number of physicians (including psychologists) also 
increased significantly, from 44 200 in 1975 to 75 065 in 1994. The number of physicians 
represented about the same percentage of total health care workers in 1975 and 1994 (10.1% and 
10.3% respectively). 
 
Appropriate levels of health professionals, however defined, have long been difficult to maintain 
in Canada. Past forecasts have led to a general oversupply of doctors. Moreover, doctors are 
autonomous providers who have had discretion over where they practice. These two factors have 
led to an oversupply of physicians in urban areas and a chronic shortage in rural and remote 
areas. At the same time, some jurisdictions are finding that the ratio of general practitioners to 
specialists is unacceptable. The problems encountered with physician supply have resulted in the 
development of a national action plan for physician resources, Toward Integrated Medical 
Resource Policies for Canada. Accordingly, provinces have introduced human resource plans to 
control medical school enrolment, the number of practicing physicians and the number of foreign 
medical students and doctors. In addition, many provinces are developing programmes to induce 
physicians to settle in underserviced areas or work in underserviced sectors. While the concept of 
an unemployed doctor is generally unknown in Canada, the increasing number of restrictions 
represented by these strategies suggests that this may soon be an issue. 
 
The distribution of nurses is almost entirely dependent on the dispersion of hospitals and clinics. 
As such, there is a reasonably adequate distribution of nurses in a majority of the country, 
although many remote areas remain underserviced. The supply of nurses is also tempered by 
downsizing in the acute sector. Unlike physicians, nurses do not have the same degree of 
autonomy and control of supply. As the primary employment sector for nursing is acute care, 
nurses have been among the hardest hit by reform initiatives in health care. 
 
The majority of health care professionals in Canada require some degree of university training. 
Physicians have typically had the longest training programmes, which include completing 
undergraduate and graduate training, as well as many years of practical instruction. Individuals 
who specialize undergo even longer periods of formal training. Many other professions also 
require baccalaureate degrees, e.g., for nursing, physiotherapy, pharmacy, chiropractic and other 
allied health professions. 
 
There has been a general trend towards recognizing more alternative health care providers. 
Utilization of multi-skilled workers, who take on a variety of tasks from nursing to janitoring, has 
increased in many provinces. Nurse practitioner programmes are once again in vogue, and 
midwifery has found renewed support across the country. However, many physicians and 
physician associations have rallied against alternative providers of traditional health care. 
Moreover, there is ongoing resistance from physicians to the recognition of modes of alternative 
health care such as chiropractic, naturopathy, acupuncture and other traditional healing 
approaches. 
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Table 8. Active professionals (population per unit) 

Provider 1975 1980 1985 1990 1991 1992 1993 1994 

Physicians 
44201 

{525.1} 

49952 

{492.3} 

58904 

{440.4} 

68762 

{404.2} 

70186 

{400.6} 

71767 

{396.2} 

73393 

{391.8} 

75065 

{389.6} 

Nurses (including 
nursing assistants) 

210172 

{110.4} 

235974 

{104.2} 

277970 

{93.3} 

307865 

{90.3} 

315125 

{89.2} 

318212 

{89.4} 

321343 

{89.5} 

324519 

{90.1} 

Others 
15662 

{1481.9} 

19789 

{1242.8} 

24387 

{1063.7} 

30687 

{905.6} 

31971 

{879.5} 

33046 

{860.5} 

34166 

{841.6} 

35333 

{827.8} 

Physiotherapists 
3260 

{7119} 

4187 

{5874} 

5739 

{4520} 

9886 

{2811} 

10827 

{2597} 

11363 

{2502} 

11926 

{2411} 

12516 

{2337} 

Chiropractors 
1764 

{13157} 

2269 

{10839} 

2913 

{8905} 

3494 

{7953} 

3605 

{7800} 

3748 

{7587} 

3897 

{7378} 

4051 

{7220} 

Dentists 
8738 

{2656} 

11095 

{2117} 

13027 

{1991} 

14341 

{1938} 

14514 

{1937} 

14897 

{1909} 

15090 

{1905} 

15694 

{1864} 

Pharmacists 
13872 

{1673} 

16588 

{1483} 

16090 

{1612} 

18551 

{1498} 

18105 

{1553} 

18969 

{14997} 

20345 

{1413} 

20901 

{1399} 

Source: Ministry of Health of Canada. 

Fig. 5. Number of physicians and nurses per 1000 population in the WHO European 
Region, 1994 
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Turkeya

Lithuania
Hungary e

Bulgaria
Slovakiab,c

Estonia
Latvia
Czech Republic
CEE avg.
Slovenia

 The Former Yugoslav Republic of Macedoniac

Polandd

Croatia
Romania
Albania

Georgia
Ukraine
Azerbaijan
Russian Federation
Belarus
Republic of Moldova
Kazakhstan
Turkmenistan
CIS avg.
Uzbekistan
Kyrgyzstan
Armenia
Tajikistan

a1993, b1992, c1991, d1990, e1989, f1988, g1987, h1985

2.4 5.2

Physicians Nurses

 
 

Source: WHO Regional Office for Europe, health for all database. 
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Pharmaceuticals and 
health care technology assessment 

Out-of-hospital pharmaceuticals were not included in the developmental stage of Canada's 
national health insurance system in the 1950s and 1960s (medicines received in-hospital are 
covered). While it was recommended in the Hall Commission Report on Health that the national 
system would be expanded to possibly include pharmaceuticals, this has not yet occurred. As a 
result, the pharmaceutical sector exists as a multiple-payer system, with private and public sector 
payers. Private sector expenditures represent about 68% of total pharmaceutical spending. Public 
sector spending, mostly through provincial government drug benefit plans, accounts for 32% of 
drug expenditure. Pharmaceutical coverage is not universal, nor accessible on uniform terms and 
conditions as are the other two major components of the health care system (e.g. physician and 
hospital services). Without the cost-control levers of a single-payer system, pharmaceuticals have 
become the fastest growing component of national health expenditures.  
 
Both public sector payers (provincial drug benefit programmes) and private sector payers 
(insurance companies and employers) are implementing measures to contain the costs of 
pharmaceutical benefits. These measures include the use of restrictive formularies with emphasis 
on the use of generic products and use of pharmaco-economic studies to demonstrate the cost-
effectiveness of products as a prerequisite for listing on the formulary. Other measures are 
increasing deductibles and co-payments, restricting eligibility for coverage, capping benefits, and 
improving information to guide appropriate prescribing. One province has begun the 
implementation of a system of reference-based pricing, where benefits are limited to the cost of 
the lowest price therapeutic alternative within a class of drugs (e.g. anti-ulcer drugs). In response 
to continued high and growing expenditures on drugs, a federal-provincial co-operative initiative 
is being launched to examine key-cost drivers and other related issues (consumer education, 
marketing R&D, wastage) on a priority basis.  
 
In Canada, the prescribing of drugs is limited to physicians and dentists. Prescription medicines 
are dispensed by pharmacists who work in private pharmacies. Pharmacists also provide 
professional information; they assess scripts for potential drug interactions, ensure that 
consumers understand the drug they are taking, and offer advice on the purchase and use of over-
the-counter medication. 
 
The drug approval process is conducted at the federal level by the Health Protection Branch of 
Health Canada, which ensures that drugs are safe and efficacious before they are allowed on the 
Canadian market. The manufacturers' prices of patented medicines are regulated by a federal 
agency, the Patented Medicine Pricing Review Board (PMPRB), which was established in 1987 
when the length of effective patent protection for pharmaceuticals was extended. No national 
regulatory review body exists with respect to nonpatented medicines. 
 
Medical equipment, is provided both on a public and private basis. Some equipment is available 
through hospital-based or community-based programmes. However, a large proportion of 
ambulatory medical equipment tends to be funded by the private sector, either out-of-pocket or 
through private insurance, if available. Expensive personal equipment, e.g. wheelchairs, is often 
subsidized by many service or disease-specific organizations. Overall, the purchase of big ticket 
technologies, such as expensive diagnostic tools, is regulated through provincial control of capital 
expenditures. Assessment of these technologies is undertaken at the national level by the 
Canadian Coordinating Office for Health Technology Assessment and at the provincial level by 
several similar assessment agencies. 
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Financial resource allocation 

Third-party budget setting and resource 
allocation 

The general approach to budgeting throughout the recent period of fiscal restraint has been to 
impose broad health budget reductions on current spending levels. The setting of macro-level 
health care budgets is done at the provincial level and determined in association with overall 
government spending. Allocation of health care resources among health care sectors is based, for 
the most part, on previous experience in each separate sector. Doctors are allocated resources 
based on negotiation between ministries of health and provincial physician associations. 
Physician budgets in the past have been open-ended, as they were driven primarily by the number 
of services provided throughout the year, over which governments had no control. Recent changes 
have seen the introduction of provincial caps, which may limit payment to physicians once the 
total budgeted annual payment for all physicians has been reached. Hospital and prescription care 
budgets have traditionally been controlled directly by the province with limited negotiation, 
except for provisions for capital development. 
 
Allocation of funding to different geographical regions in a province, has only recently been 
established in some provinces with the emergence of decentralization in Canada. However, most 
provinces will allocate only certain portions of budgetary control to regions and communities. 
Currently, allocations to sub-regions of the provinces tend to be limited to funding for 
institutions, as there is heavy resistance to including physician and pharmaceutical budgets in 
regional envelopes. 
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Fig. 6. Financing flow chart 

District administration

District health Administration

Ministry of Health

National institutions

Sanitary
epidemiological
stations

Central district hospital

Specialised
hospitals/
dispensaries

Rural
hospitals

District
polyclinics

Ministry of Finance

Public

     Patients Formal and informal payments

National taxes
Other
government
revenues

Local taxes

General subsidy

 



 Financial resource allocation 35

Payment of hospitals 

The most important distinction in the financing of hospitals is the separation of operating budgets 
from capital budgets. Capital projects and the purchase of capital equipment is closely controlled 
and only partially funded by the provinces. The residual funds are raised within each community 
as capital needs are identified and approved. As a result, most hospitals maintain a fundraising 
arm or foundation to provide an ongoing fund pool for capital purchases. Decisions on capital 
spending are determined through a separate process which involves negotiation between hospital 
boards, provinces, providers, and increasingly, citizens.  
 
In the past, hospital operating budgets were determined on a line-by-line basis. Most hospitals 
now work from global budgets which curb creeping inflation caused through line-by-line 
budgeting. In addition to the provincial funding that hospitals receive, they are also free to raise 
revenue from ancillary services such as parking and preferred accommodation. Recent fiscal 
concerns have resulted in overall reductions in hospital budgets, as provinces attempt to control 
the most costly segment of health care. Some provinces have also put further pressure on 
hospitals by insisting that new community-care initiatives be funded out of hospital savings. 
 
There has been some experimentation with bonus funding for efficiency gains in hospital care 
provision. However, in many provinces this funding has tended to be negligible, and has resulted 
in debatable savings or gains. Other payment schemes have also been investigated in Canada. 
This, however, is hampered by a costing system which is generally very poorly developed. In the 
past hospital costs have been largely determined on an average per diem cost basis, and access to 
individual case costing has been quite limited. Pilot studies in some provinces are leading to 
limited prospective case-payment systems. However, there is not yet widespread adoption of these 
systems. 
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Payment of physicians 

As private practitioners, the payment of physicians and specialists is primarily on a fee-for-
service basis. Fee schedules increase/decrease and more recently overall physician service 
budgets are being negotiated between each province and its respective medical association. 
Relative fee determination, i.e. the actual fee for a particular service, is usually delegated to the 
profession. Physicians send their charges directly to the provincial health insurance plan for 
reimbursement.  
 
Some physicians are, however, paid in other ways. Hospital staff positions, for example, tend to 
be paid on a salary basis. Partially due to problems associated with the fee-for-service incentive 
system, an increasing number of alternative payment schemes, both institutional and practice-
based, are being established or investigated. These schemes offer payment alternatives such as 
salaries or capitation which, it is hoped, will reduce excessive utilization and costs associated 
with fee-for-service.  
 
A substantial nation-wide debate is currently centred on the potential broad provincial adoption of 
capitation-based funding to replace the existing fee-for-service system for primary care. Both 
government and physician proposals are being discussed and considered. 
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Health care reforms 

Determinants and objectives 
Since the sweeping reform that created national health insurance over two-and-a-half decades 
ago, there has been no major structural change in Canadian health care. Reform efforts that have 
been undertaken have been incremental in nature, and have been in response to shifting priorities 
and pressures, including fiscal realities and the changing health care needs of the population.  
 
Starting in the early 1980s, health care budgets began to require larger portions of total 
provincial resources, to the point where they now represent between 25%–33% of provincial 
expenditures. Accounting for such a large proportion of provincial expenditures, health care has 
been targeted by most provinces for restraint. A consensus among the provinces has emerged 
suggesting that prevailing levels of health care expenditure are sufficient, and that initiatives are 
required to limit growth and manage the system more efficiently. Provinces have been able to 
undertake much of this cost-control by using the monopsonistic power of a single-payer structure. 
 
While the need for cost-containment and increased efficiency is recognized, there is also a 
growing comprehension of a change in future population health needs, and an understanding of 
the actual impact of health care. This is evident in the general policy shift away from discussion 
of the health care system to a focus on the health system, which recognizes that health is more 
than health care. The overall orientation of new provincial policy directions is the continuance of 
the shift away from an emphasis on health care towards a more comprehensive and integrated 
view of health. 
 
The original objectives regarding health care, however, remain. The Canada Health Act remains 
in force and there is no indication of wavering from the principles that underlie the national 
system. The principles of the act remain highly popular with the Canadian population and have 
been reaffirmed at all political levels. 

Content of reforms and legislation 
During the 1980s and early 1990s, almost all of the provinces undertook major reviews of their 
health systems. This process paved the way for many of the reforms in the 1990s. While the 
provincial reviews differed in composition (task forces, commissions, internal reviews) and scope, 
several common themes for the renewal of the health system were identified. These include: 
 

• shifting the current system emphasis on institutional-based medical model care to health 
promotion and prevention and alternative and non-institutional delivery models; 

• regional governance and management structures; 
• funding health systems at sustainable levels; 
• comprehensive management of human health resources; 
• needs- and evidence-based decision-making; 
• adoption of a determinants of health framework; 
• enhanced accountability. 
 
In response to these themes the provinces have instituted a variety of programmes, policy shifts 
and legislative change. These reform initiatives have focused on five general trends:  
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• determinants of health frameworks 
• shifting system emphasis 
• regionalization 
• human health resources management 
• cost-containment initiatives. 

Determinants of health frameworks 
The federal government has long supported and fostered a shift in focus toward a determinants of 
health framework. In 1974, A new perspective on the health of Canadians (Lalonde report) was 
released which introduced the "health field concept": the view that people’s health is influenced by 
a broad range of factors, including human biology, lifestyle, the organization of health care, and 
the social and physical environment in which people live. 
 
This concept was reaffirmed in 1986, when the federal government released Achieving health for 
all: a framework for health promotion. It built on the original 1974 document, by outlining the 
course of action that the federal government wished to take to improve the health of Canadians. 
Moreover, Achieving health for all provided a framework for guiding the federal role in health by 
setting out three challenges that were to be examined in light of federal health promotion 
programmes: reducing inequalities, increasing the prevention effort, and enhancing people’s 
capacity to cope. 
 
This work was furthered at the federal-provincial-territorial level through the development of 
Strategies for population health: investing in the health of Canadians, a report prepared for the 
Minister of Health in 1994 by the Federal, Provincial and Territorial Advisory Committee on 
Population Health. This discussion paper developed a "population health approach" based on 
determinants of health, identified a framework for action, and suggested three strategic decisions 
for national action. The two directions are strengthening public understanding of determinants in 
government sectors outside health, and developing intersectoral population health initiatives. 
 
There has been a widespread adoption of a determinants of health framework in the provinces. 
One important component of this adoption has been the need to increase awareness of health 
issues among the population. In light of this, many provinces have population health strategies 
which include the establishment of provincial health councils, the creation and adoption of broad 
population health goals, and the production of annual reports on the health status of their 
respective populations. Provinces have also identified the need to direct additional resources to 
vulnerable populations, such as native Canadians, at-risk mothers, the chronically ill and recent 
immigrants. 

Shifting system emphasis 
All provinces have expressed a commitment to shifting the emphasis of their health care systems 
away from institutional-based delivery models to community-based models which place increased 
emphasis on health promotion and prevention. This has been done both by shifting budgetary 
focus and resources, and by redirecting strategic planning for their systems. 
 
Most provinces have introduced strategies which emphasize prevention and promotion as the 
primary health goal. Others has shifted the focus from an illness to a wellness model of health 
care. Moreover, many provinces are refocusing the delivery and planning of health care to include 
more public education, consumer choice, and citizen involvement as patients/consumers, decision-
makers and taxpayers. 
 
While provinces have embraced the need for shifting system emphasis, efforts are often frustrated 
by deeply entrenched interests within the health care system. Thus, while budgets in many 
provinces have shifted to some degree, the preponderance of funding continues to support the 
traditional medical model of care. Yet there is evidence that this is changing. After many years of 
limited acute-care bed closures, several provinces have closed or are considering the closure of 
facilities outright. Many facilities have been merged, and support services have been 
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consolidated. Moreover, many provinces are explicitly supporting community care by shifting 
funds, increasing programme size or setting up pilot community projects. 

Regionalization 
Almost all provinces have adopted some type of regionalization framework as part of their reform 
strategy. However, there has been wide variation in the models employed and in the success of 
implementation so far. One overall concern with regionalization in Canada is the general lack of 
evaluation undertaken before its widespread adoption.  

Human health resources management 
Most provinces are now developing strategies for the coordinated management of the health care 
workforce. This includes downsizing, retraining, labour substitution and the introduction of new 
professional roles, in the acute-care sector. 
 
Comprehensive human resource plans, which address strategies for coordinating the numbers and 
mix of all health professionals, have been established in many jurisdictions. Physicians have 
received the most attention in this area, with provinces developing physician resource plans to 
complement a national action plan for physician resource management. The strategies being 
developed address the number of physicians, mix of general practitioners to specialists, 
distribution of physicians in provinces, medical school reductions and control of foreign doctor 
immigration. Some provinces have recognized the need to increase the number of certain 
specialists available to their populations, while others see a need to increase the proportion of 
general practitioners. All provinces acknowledge the need to maintain physician services in the 
north, remote areas and underserviced sectors. 

Cost-containment initiatives 
As part of a widespread effort to reduce overall provincial deficits and debts, most provinces are 
reducing overall expenditures on health care. Cost-containment is now required of virtually every 
health programme and efficiencies must be sought wherever possible. Some provinces have 
adopted a gradual process in reducing expenditure, while a couple have used a more blunt 
approach of deep budget cuts and wage rollbacks. Most provinces have also made changes to 
supplementary health benefit programmes in an effort to reduce programme costs, e.g. coverage 
reductions and new or increased co-payments. 
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Reform implementation 

Health reform development in Canada 
The development of reform initiatives in Canada is led primarily by each province, though 
federal/provincial/territorial collaboration and coordination occurs through the Conference of 
Federal, Provincial and Territorial Ministers of Health and the Conference of Deputy Ministers of 
Health. 
 
Provincial and federal health departments maintain policy review and research sections which 
take on an assortment of tasks supporting the reform development and health system review 
process. Often, governments will seek input from a variety of outside nongovernmental 
organizations, key researchers, professionals and consumer groups. 
 
Groups such as professional medical, hospital, and nursing associations also contribute to the 
reform development process by supporting their own policy divisions, providing input to 
governments, and by the development of focused documentation, conferences, symposia and 
workshops. As membership-based organizations, however, these groups have a mandate which 
determines their policy focus. Some groups have also formed autonomous links in order to give 
their collective concerns a stronger voice.  
 
Input is also sought to the reform process through ad hoc advisory bodies or councils. This was 
very prevalent at the provincial level in the 1980s and early 1990s. At the federal level, a 
National Forum on Health was established in 1994 and is expected to report early in 1997 on 
future directions for the national health care system. 

Challenges to implementation 
There are several challenges facing governments as they seek to make adjustments to the health 
care system. There are powerful vested interests in health care and, since most reforms will have 
a real or perceived negative effect on some sectors, vocal opposition can always be expected.  
 
In this respect, the strength of Canadians' support for Medicare is both a benefit and a challenge 
to health system reform. Canadians strongly identify with the national health care system, seeing 
it as an embodiment of Canadian values of sharing and mutual support. If reforms are seen as 
strengthening the system, they are readily accepted, but if they are portrayed as a threat to the 
system, public opposition can be expected to be substantial. Vested interests in the health system, 
of course, use this to their own advantage.  
 
Continuing fiscal restraint means that the development of new or expanded programmes must be 
funded from savings achieved elsewhere in the health system. This is hampered by sectoral 
budgetary envelopes which reduce flexibility in decreasing and shifting resources. 
 
Health system reform is also hampered by the strongly entrenched view among the population 
about what a health system should be. To most people, "health" is synonymous with "health 
care", i.e. hospitals and doctors. This is slowly changing as people learn more about the 
determinants of health and how there are many other factors, besides health care services, that 
affect one's health. However, the entrenched views are a political reality which often frustrates 
reform efforts aimed at reducing the need for treatment-oriented, institutional care in favour of 
community-based care with a focus on health promotion and disease prevention. 
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Conclusions 

Canada has been undergoing gradual, evolutionary change in its health care system during the 
1980s and 1990s. This process of change has involved a shifting emphasis over this period. In the 
beginning of the 1980s, there was concern over access to health care services, which was held to 
be inequitable due to user charges and extra billing in some provinces. The 1984 Canada Health 
Act addressed these issues, and provinces were persuaded to eliminate these practices. In 
addition, on the basis of this act, the principle of universality of coverage was extended to 100% 
of the population. 
 
In the latter part of the 1980s, the focus shifted to issues of cost-containment and efficiency. In 
addressing these issues, Canada has not moved in the direction of managed competition and the 
creation of internal markets, but rather focuses on quality assurance and the role of provinces in 
reviewing their lists of services provided, ensuring that they are financing high quality services 
directed towards health gain. As a result, Canada has been successful in its efforts to contain 
health care expenditure. In the mid-1990s health expenditure levelled off and is expected to even 
decline somewhat. Cost-containment within specific sectors remains a priority in order to provide 
for the reallocation of resources, but the pragmatic concerns of containing overall costs have been 
largely addressed. Canada is now turning its attention towards longer-term considerations about 
the future of the national health system. 
 
These longer-term considerations focus on ensuring that health care remains appropriate for 
achieving good health outcomes and health status. There are a number of converging factors 
influencing this policy development, including changes in our understanding of the role of health 
care in population health, changes in the fiscal and political environment and changes in the 
health needs of the population. 
 
In Canada, there is freedom of choice  of primary care providers, while on the level of secondary 
care there are some limitations as access to specialists and hospitals requires a referral by the 
primary care provider. 
 
It is anticipated that the Canadian health care system will continue its development through an 
evolutionary process and that it will be renewed to reflect the new vision of health care. While 
health care, with its focus on hospital and medical care, continues to play a prominent and vital 
role, it is increasingly being recognized as one of a broader range of services, providers and 
delivery sites. Support for, and adherence to, the principles of the Canada Health Act across the 
country will ensure that the essential elements and character of the Canadian health care system 
will remain as the foundation into which future changes will be incorporated. 
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