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What is Canadian 
Medicare? 



What is Medicare? 
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  In Canada, we have: 
 

o 13 interlocking provincial and territorial health 
insurance plans.  

 
o A separate federal health care system for 

populations designated under federal 
government responsibility. 

 
o A system where all residents have reasonable 

access to medically necessary hospital and 
physician services, on a prepaid basis. 

 
 

Source: Canadian Institute for Health Information, National  Health Expenditure Trends 1975 to 2017 



What does the federal government do?  
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 Pays some of the costs. ~25%  
 In order to receive federal funding through the Canada Health Transfer 

(CHT), each province or territory must comply with these 5 principles 
outlined in the Canada Health Act (CHA) 1984:  
 

o Universality: Everybody in, nobody left out.  
o Accessibility: No barriers to insured care. No user fees.  
o Comprehensiveness: Doctors and Hospitals are covered.  
o Portability: Coverage must go where you go.  
o Public Administration: The insurance plans must be publicly 

accountable. 
 
 
 
 



Canada is a Federation like the US: 
Provinces have a lot of autonomy 
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 In each of the provinces: 
 

o Health care plans are administered 
by provincial and territorial 
governments. 

o Each province or territory is single 
payer for insured services. 

o Provinces and territories enjoy some 
flexibility in determining the “basket 
of services.” 



What does “Medically Necessary” mean? 

• Discretion of the provinces  
• Generally includes all hospital and physician services 
• New technology is assessed by federal government for safety but 

provincial government for funding.  
• Drugs, dentists, eyes, home care are all not fully included in Medicare 

although provinces choose to cover some of the costs for some 
people.  



What’s public and what’s private?  

• It’s complicated! 
• First separate finance (payer) and delivery (provider) 
• Most of this talk will focus on financing  
• But quickly on delivery: 
 



Socialized healthcare? For profit, not-for 
profit, public 
• Doctors: for profit private 
• Hospitals: mostly not-for profit private (but with considerable 

oversight by government) 
• Nursing homes: mixed not-for-profit, for profit, some public, most 

receive public money 
• Nurses:  Employees of hospitals/nursing homes, not government 
• Pharmacists: for profit private 
• Drug Companies: for profit private 





Canada’s Health Care Financing: Overall Cost 



Canada’s Health Care Financing: Overall Cost 



Public-Private Mix 



How the money is spent: 



Public Private Mix Very Different by Type of 
Service 



Costs historically have grown faster than GDP 



But not out of line with the rest of the OECD 



How comprehensive is public funding 
compared to France? 
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My 
countries 

Physician 
Services 

Hospitals Pharma Dentists 

98.5% 90.6% 35.9% 6.1% 

72.6% 92.5% 69.5% 34.3% 

Source: OECD.Stat, 2013. 



2017 Commonwealth Fund Rankings 



What accomplishment in the past 150 years makes 
you most proud to be Canadian?  (CBC Poll 2014) 
1. Medicare 
2. Peace Keeping 
3. Charter of Rights and Freedoms 

 
Interesting to note that prior to the 1970s the Canadian health care 
system pretty much looked like the American one for most people.  
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The good, the bad and 
the ugly 



What are the financing functions for a health 
care system?  

1. Raising revenue 
2. Pooling risk 
3. Purchasing services 
4. Making coverage decisions 
 
(Stabile and Thomson, 2014; Kutzin, 2001) 
 
Want to use these functions to guide our thinking about what works well in Canada 

and what doesn’t work so well.  



The good: What has Canada done well? 

1. Raising revenue  
• General tax based finance is progressive and efficient 
• Relative administrative efficiency (less than half per capita of the US) 

2.  Pooling risk: 
• Universality 
• Eliminated much of the financial risk from individuals 
• Focus on Adverse Selection versus Moral Hazard 

 
 

 

 



How do systems manage to insure people and 
control and adverse selection? 
• Pooling risk (mandates) 
• Paying for insurance (taxation/subsidies) 
• Regulation and risk adjustment  

 
 

• All potentially more important than moral hazard issues. (My opinion) 
• And in no way preclude either supply or demand side cost sharing. 

 



Where has Canada stumbled? 

3. Making coverage decisions.  
-  Public-Private split model based on “sector” is fundamentally flawed. 

• Inability to adapt to changing delivery and technology 
• Passive privatization  
• Lack of cost control  

4. Purchasing services 
- Wait times as a source of rationing 

 

 



4 Models for Deciding What to Fund 

1. Broad public coverage with parallel private 
system (UK) 

2. Co-payment System (France) 
3. Group system  (US) 
4. Sectoral system (Canada) 

 
• Many variations and combinations of these 4 

groups across countries. 



Determining what to fund publicly then drives the 
public-private split: Models of private finance 

Private Market Role Driver of Private Market Nature of Coverage Examples 

Substitutive Public system 
inclusiveness (proportion 
of the population eligible 
for public cover) 

Covers people 
excluded from or 
allowed to opt out of 
the public system 

USA, Germany 

Complementary 
(services) 

Scope of benefits covered 
by the public system 

Covers services 
excluded from the 
public system 

Canada, Denmark, 
Netherlands 

Complementary 
(user charges) 

Depth of public coverage Covers statutory user 
charges imposed in 
the public system 

France, Belgium 

Supplementary Consumer satisfaction 
(perceptions about the 
quality of publicly-
financed care) 

Covers faster access 
and enhanced 
consumer choice 

UK, Sweden, Spain 

Adapted from Mossialos and Thomson, 2002  



The bad: Sectoral based system flaw: 

• Health care delivery has changed significantly. And will, without 
doubt, continue to do so. 

• Health needs have evolved much more slowly. And will likely continue 
to do so.  

• Suggests we should design systems around needs, not method of 
delivery.  

• Case in point: prescription drugs 
 



Expenditure share by type of care 



How does coverage for Canadians compare? 
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What happens when people don’t have 
coverage?  
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% of adults 
reportedly not 
taking meds 
due to costs 

Source: Morgan, S., Daw, J., Law, M. (2013). Rethinking Pharmacare in Canada. Commentary 384. CD Howe Institute. 



And the problem will likely get worse, not better 

31 
Source: Canadian Institute for Health Information, National  Health Expenditure Trends 1975 to 2017 



Canada is now scrambling to cover 
prescription drugs 
• Election campaigns, task forces, lobbying activity all to try to fix the 

problem of lack prescription drug insurance.  
 

• While this is all for the good, it is fixing yesterday’s symptom of the 
underlying problem...  



The Ugly: Wait times remain a problem in 
Canada 

• For more urgent needs wait times are generally short.  
• Problems usually are for outpatient care.  
 
• All systems ration. Prices and waits are both rationing methods.  
• The problem with waits is they seem neither transparent or fair to 

many Canadians and reduce faith in the system.  
 



Wait times and benchmarks, Canada 



Changes in Wait times and Total Volumes 



Wait Times in the International  Context 
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Same/Next-day Appointments 

Source: 2013 Commonwealth Fund International Health Policy Survey of the General Public. 



Wait Times in the International Context (cont) 
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Emergency Room Visits 

Source: 2013 Commonwealth Fund International Health Policy Survey of the General Public. 





Longer run concern: Inequality and the future 
of Canadian Medicare 

(Stabile and Isabelle, 2018) 



Author’s calculations from WWI database plus Statistics Canada 

Income inequality in Canada 



What’s the relationship between inequality 
and publicly financed healthcare? 
• Income inequality undermines support for public programs as it 

becomes increasingly difficult to fund a public program that satisfies a 
more unequal population.  

• Manifests with increased demand for private insurance and care at 
the very top of the income distribution.  

• Market adjusts to this demand by providing more private care.  
• Result is a quicker unraveling of the publicly financed health care 

system. 



Higher local top income 
inequality  

(Top 1% further away 
from the median)  

 

More distance between 
preferences of median 

and top earners for 
health care amenities 

(even when adjusting for 
local average income) 

Unmet demand for 
health care amenities 

from top income earners 
if publicly financed care 

targets median 
preferences 

Local market opportunity 
for providers to offer 

privately financed health 
care options 



Demand Side: Using expenditure data 



Private Insurance 



Supply Side 

• Inequality and income data at the Census tract and Census 
Metropolitan Area level from tax filing data (T1), 2016 

• Private Clinic information across the country using web and Ministry 
sources by Census tract, 2017 (we have 587) 

• Physicians who have opted out of the public system in Quebec by 
Census tract, 2017 (we have 306)  



  Physician services Physician, 
ophthalmology or 
diagnostic imaging 

Any services  

  (1) (2) (3) 
        
Panel A: All Census Tracts 
  

Local inequality (ratio top 1/median) 0.001 0.002 0.004 

  (0.001)* (0.001)* (0.002)** 
Average income ($K) 0.000 0.000 0.000 

  (0.000) (0.000) (0.000) 
  

Observations 5380  5008  5242  
        

Panel B: Census metropolitan areas only 
  

Local inequality (ratio top 1/median) 0.002 0.002 0.005 
  (0.001)* (0.001)* (0.002)** 

Average income 0.000 0.000 0.000 
  (0.000) (0.000) (0.000) 
        

Observations 4941 4988 4988 
        

Panel C: Montreal, Toronto and Vancouver census tracts only 
  

Local inequality (ratio top 1/median) 0.007 0.007 0.007 
  (0.002)*** (0.002)*** (0.003)*** 

Average income -0.000 -0.000 0.000 
  (0.000) (0.000) (0.001) 
        

Observations 2,435 2,435 2,435 
        

Relationship between inequality, income and private clinics 

Moving from median to the top 1% 
most unequal neighborhoods  
increases the probability of having a  
private clinic by 56% 



Relationship between inequality and physicians opting out: QC 
  Any physician type Family physicians Physician specialist 

  (1) (2) (3) 
        
Panel A: All Census Tracts 
  

Local inequality (ratio top 1/median) 0.010** 0.009* 0.003** 
  (0.005) (0.005) (0.001) 

Average income ($K) -0.000 -0.001 0.000 
  (0.001) (0.001) (0.000) 
  

Observations 1363  1363  1,363 
        

Panel B: Census metropolitan areas only 
  

Local inequality (ratio top 1/median) 0.010* 0.008* 0.003** 
  (0.005) (0.005) (0.001) 

Average income 0.000 -0.001 0.000 
  (0.000) (0.001) (0.000) 
        

Observations 1,274 1,274 1,274 
        

Panel C: Montreal census tracts only 
  

Local inequality (ratio top 1/median) 0.008* 0.006* 0.003** 
  (0.004) (0.003) (0.001) 

Average income 0.000 -0.001 0.000 
  (0.000) (0.001) (0.000) 
        

Observations 903 903 903 
        

Moving from median to the top 1% 
most unequal neighborhoods  
increases the probability of having a  
private doctor (not in Medicare)  
by 160% 



Recap: More demand, more supply 

1. Growing income inequality is different from growing income. I’m talking 
about the top of the income distribution pulling away from the rest. Not 
about the absolute level of income.  
 

2. There appears to be a relationship between income inequality and the 
demand for private health care in Canada. The top are demanding more 
private care and insurance than they did before.  
 

3. There appears to be a relationship between income inequality and the 
supply of private medicine in Canada. In areas with more inequality we 
are seeing more and more private medicine to support the top of the 
income distribution.  

 



What does Canada have to teach the US? 

1. Importance of universality – adverse selection over moral hazard. 
2. Problem with focusing on types of care and not underlying health. 
3. Clinical optimal wait times and individual optimal wait times are not 

the same thing.  Wait times undermine confidence and support. 
4. Evidence of how social programs can change social cohesion for the 

better and how inequality can begin to pull that cohesion apart. 



Thank you. 

mark.stabile@insead.edu 
 

mailto:Mark.stabile@insead.edu


Utilization – Is More Always Better? 
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Extra slides 

 



Utilization – Choosing Wisely Canada 
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 Launched April 2014 
 Endorsed by: 

  The Canadian Medical 
Association 

 All provincial and territorial medical 
associations 

 The Royal College of Physicians 
and Surgeons of Canada 

 The Canadian College of Family 
Physicians. 

 



Pharmaceutical Policy – What are the Problems? 

54 
Source: Langreth, Robert. (2015) The U.S. Pays a Lot More for Top Drugs Than Other Countries. Bloomberg: http://goo.gl/B5TuVF  
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