RP02/06-07

Health Care Financing Policies of
Canada, the United Kingdom and Taiwan

7 December 2006

Prepared by

Simon LI

Research and Library Services Division
L egidlative Council Secretariat

5th Floor, Citibank Tower, 3 Garden Road, Central, Hong Kong
Telephone : (852) 2869 9343
Facsimile : (852) 2509 9268
Website : http://www.legco.gov.hk
E-mail . library@legco.gov.hk




CONTENTS

Page

Executive Summary
Chapter 1 —Introduction 1
Background 1
Scope of research 1
Methodology 2
Chapter 2 — Canada 3
Background 3
Overview of health care system 6
Structure 6
Financing 9
Collection mechanism of health care resources 10
General taxation 11
Health insurance plans 11
Allocation mechanism of health care resources 11
Government budget 12
Health insurance plans 13
Distribution of health care resources 13
Statistical profile 13
Hospital services 14
Primary health care services 14
Medicines 15
Policy evaluation 15
Chapter 3 —United Kingdom 17
Background 17
Overview of health care system 20
Structure 20
Financing 21
Collection mechanism of health care resources 23
General taxation 24
National Insurance Scheme 24
Health insurance plans 25
Allocation mechanism of health care resources 25
Government budget 25
Health insurance plans 26
Distribution of health care resources 27
Statistical profile 27
Primary care trust 29
Hospital services 29
Primary health care services 30
Medicines 30

Policy evaluation 31



Chapter 4 — Taiwan

Background

Overview of health care system
Structure
Financing

Collection mechanism of health care resources
National Health Insurance
General taxation

Allocation mechanism of health care resources
National Health Insurance
Government budget

Distribution of health care resources
Statistical profile
Co-payment for health care services

Policy evaluation

Chapter 5—Analysis
Introduction
Background on the development of health care financing policies
Health care system
Structure
Guiding principles
Health care resource collection mechanism
General taxation
Designated means
Health insurance plans
Health care resource allocation mechanism
Government budget
Health insurance plans
Health care resource distribution
Policy evaluation

Chapter 6 — Conclusion
Introduction

References

33
33
34
34
35
37
37
41
41
42
44
44
44
46
47

49
49
49
50
50
52
52
52
53
54
54
55
56
56
58

61
61

68

Research reports are compiled for Members and Committees of the Legislative Council.

They are not legal

or other professional advice and shall not be relied on as such. Research reports are subject to copyright
owned by the Legidative Council Commission (the Commission). The Commission permits accurate
reproduction of the research reports for non-commercial use in a manner not adversely affecting the
Legislative Council, provided that acknowledgement is made stating the Research and Library Services
Division of the Legidative Council Secretariat as the source and one copy of the reproduction is sent to the

Legislative Council Library.



Executive Summary

This research introduces and compares the health care financing policies of
Canada, England of the United Kingdom and Taiwan. England and Canada
institutionalized the current tax-based health care financing system in 1948 and
1966 respectively. In 1995, Taiwan established the current social health
insurance system.

Although both England and Canada have adopted the tax-based health care
financing system, their respective ways of financing health care services are
different. In Canada, the insured health care services as stipulated by the
Canada Health Act, which cover all the medically necessary services, are fully
financed by public monies, and private health insurance coverage is prohibited
or discouraged. In England, health insurance companies are allowed to
provide supplementary medical plans, covering health care services similar to
the public sector. In Taiwan, the contributions of the National Health
Insurance are used by the Bureau of National Health Insurance to contract a
wide range of health care services for the insured.

Owing to the increasing financial pressure in funding health care, all the
selected places have taken actions to ease the pressure. In Canada, a public
inquiry was conducted for bringing out proposals to address the sustainability
issue of the Canadian health care system in the early 2000s. In England, the
health care system is undergoing reforms according to a 10-year plan, with the
objective of ensuring the efficient use of health care resources. In Taiwan,
various measures such as increasing premiums have been adopted to meet the
challenge of financial imbalance of the National Health Insurance.

In England and Taiwan, the Department of Health has the overall responsibility
for the formulation of health care policies. In Canada, the federal and
provincial governments formulate policies on separate health care areas.
While the federal government is responsible for policies affecting Canada as a
whole such as distributing transfer payments on health care and preventing
public health risks from entering Canada, the provincial governments are
responsible for making health policies affecting their respective jurisdictions, in
particular the administration and delivery of health care services.

In all the selected places, almost all primary health care services are delivered
by private medical practitioners. Primary health care services provided by
private medical practitioners in Canada and England are fully subsidized by
public monies whereas they are partly financed by co-payments in Taiwan.
Among the selected places, privately-owned hospitals in Canada and Taiwan
and publicly-owned hospitals in England provide a major or substantial portion
of hospital services. The occupancy rates of acute care beds in Canada in
2003 and England in 2002 were 87% and 85.3% respectively.
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The philosophical basis of the guiding principles of health care policies in the
selected places all emphasizes collective responsibility to ensure citizens'
access to health care services.

Apart from out-of-pocket payments and donations from charity organizations,
all the selected places use general taxation and health insurance plans to pool
health care resources. The general government expenditures on health as a
percentage of the total expenditure on health in Canada, the United Kingdom
and Taiwan are some 70%, 83% and 64% respectively. Most of the public
expenditures on health in all the selected places come similarly from general
taxation, depending heavily on income tax, corporate tax and goods and
services tax.

Being regulated by government policies, private health insurance plays
different roles in the selected places. In Canada, the coverage of private
health insurance is restricted to health care services not stipulated by the
Canada Health Act as insured health care services. In England, there is no
legal or policy restriction on the types of services covered by health insurance,
and the government regulation of health insurance focuses on consumer
protection in relation to supplementary medical plans. In both Canada and
England, there are no enumerated government policies for encouraging the
public to take out private health insurance. Since Taiwan has a universal
social health insurance system, private health insurance plays a negligible role
there.

In Taiwan, the National Health Insurance pools health care resources
(premiums) from the insured, employers and the government. For premium
calculation purposes, the insured are roughly divided into two types, i.e.
income-earners and non-income-earners. For income-earners, the calculation
of premiums is largely based on the amount of monthly income, and the
premiums in certain categories of the insured are contributed jointly by the
insured, employers and the government. For non-income-earners, the
premiums are mostly borne by the government.

In addition to the common means of pooling health care resources, some of the
selected places have their own specific means to pool health care resources, i.e.
the National Insurance Scheme in England and health and welfare surcharge
and public welfare lottery income in Taiwan.

Government budget and health insurance plans are means used, though not to
the same extent, by all the selected places for allocating health care resources to
the designated authorities responsible for the delivery of public health care
services, 1.e. the regional health authorities in Canada, primary care trusts in
England and the Bureau of National Health Insurance in Taiwan.
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Canadians are eligible for receiving insured health care services in
not-for-profit hospitals free of charge and English people are eligible for
receiving public hospital services free of charge if they do not choose doctors in
receiving treatment. In Taiwan, patients are required to make a co-payment
between 5% and 30% of the cost for each hospital stay, depending on the type
of wards they stay in and the duration of hospitalization. A co-payment
ceiling is set in order to reduce the financial burden of patients, and co-payment
exemptions are applied to specific groups of patients.

Fully subsidized by public monies, both Canadians and English people receive
primary health care services provided by private medical practitioners free of
charge. Under the National Health Insurance in Taiwan, patients are required
to make a co-payment for primary health care services they consume. The
amount of the co-payment is determined based on the type of health care
facilities they visit and services they consume. Co-payment exemptions are
applied to specific groups of patients.

With regard to medicine expenses, patients of all the selected place have to pay
for prescription medicines. In Canada, patients are responsible for the cost of
almost all prescription medicines, and some provincial governments establish
drug plans to cover or subsidize residents on the cost. In England, owing to
the exemptions of specific groups from paying the flat rate for each prescription,
around 85% of the prescription items dispensed are free to patients. In Taiwan,
a co-payment 1is charged for prescription medicines worth over
NT$100(HKS$24), with a co-payment ceiling of NT$200(HK$48).

The selected systems yield some achievements and face some challenges, in
particular the financial challenge which is common to all of them despite the
difference in nature of being tax-based financing and social health insurance
systems. All the selected places have taken actions to ensure that their
respective health care systems are financially sustainable in the long-term.

The Canadian government set up the Commission on the Future of Health Care
in Canada in 2001 to address the concern about the sustainability of the health
care system. Accepting the Commission's recommendations, the federal and
provincial governments agree to preserve the present tax-based system in
financing health care services. The present system ensures that Canadians can
receive medically necessary health care services on a universal basis while
achieving administrative efficiency and economy of scale. Nevertheless,
developing a more unified set of insured health care services among the
provinces and protecting those people who are not covered by
employment-related health insurance plans on health care services not
stipulated as insured health care services remain challenges to be met.
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Starting from 2000, the health care system in England has been undergoing a
10-year reform, covering the demand-side, supply-side, system management
and transactional aspects of the health care system. Despite the fact that the
reform has yielded some achievements, e.g. faster access to the NHS services,
the deficit/overspending problem of the NHS organizations, in particular
among primary care trusts, has created a financial challenge for the NHS.
Both the National Audit Office and the Audit Commission recommend that the
NHS organizations should implement measures to meet the challenge, such as
developing a more transparent financial reporting system which could lead to
early identification of financial problems and prompt reaction to the problems.

In Taiwan, despite the National Health Insurance has yielded some
achievements, e.g. universal enrolment, the financial imbalance has created a
challenge for the system. The Bureau of National Health Insurance has used
the reserve fund to cover the financial discrepancies and adopted measures such
as global budgeting and raising premiums to increase revenue and reduce cost
of the National Health Insurance. New reform measures of the National
Health Insurance system have been included in the National Health Insurance
Act amendment bill promulgated in May 2006.



Health Care Financing Policies of
Canada, the United Kingdom and Taiwan

Chapter 1 —Introduction
11 Background

1.1.1 At its meeting on 14 November 2005, the Panel on Health Services
requested the Research and Library Services Division (RLSD) to conduct a research
on health care financing policies in selected places to facilitate the deliberation of
the Panel on the issue in the Hong Kong context.

1.1.2 At its meeting on 12 December 2005, the Panel on Health Services
endorsed the proposed outline submitted by RLSD and requested RLSD to split the
research into two phases. The first phase covers Australia, New Zealand and
Singapore and the second phase covers Canada, the United Kingdom (UK) and
Taiwan.

1.2 Scope of research
1.2.1 This research provides a detailed discussion on health care financing in
each of the selected places, focusing on the following aspects:

(a) overview of the health care system;

(b) guiding principles of the health care system,;

(c) collection mechanism of health care resources and share of
contribution among funding sources;

(d) allocation mechanism of health care resources and share of funds
received among health care providers;

(e) distribution of health care expenditure among health care
programmes and activities (e.g. hospitals and medicines) and share
of funding among the relevant parties in each of these programmes
and activities; and

(f) policy evaluation, e.g. achievement of and challenges faced by the
health care financing system.
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1.3 M ethodology

1.3.1 This research adopts a desk research method. Information has been
collected through various available sources, such as legislation and official reports
downloaded from websites of the government agencies concerned and
correspondence with relevant authorities. The information obtained is subsequently
reviewed, correlated and analysed under each topic of the research scope.

Research and Library Services Division page 2
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Chapter 2 — Canada
21 Background

2.1.1 Amidst the establishment of the Canadian confederation in 1867, the then
written Canadian constitution assigned the authority over hospitals (except marine
hospitals) to the provincial governments and the authority over quarantine matters and
marine hospitals to the federal government.! Apart from these specific health care
matters, the Canadian constitution did not have provisions assigning power over other
health care matters to either the federal or provincial governments.

2.1.2 Judicial interpretations of certain provisions of the Canadian constitution
by the courts in subsequent years have clarified the ambit of power between the
federal and provincial governments over health care matters. In accordance with
such interpretations of the provisions’, the provincial governments have primary
authority on health care in their respective jurisdictions, in the form of providing
health care services, training and regulation of health professionals and regulation of
health care institutions and health insurance.’

2.13 In accordance with the interpretations of some other provisions®, the
federal government's involvement in health matters is primarily in the form of
legislating criminal law to prohibit or control the manufacture, sale and distribution of
products posing a public health risk, allocating federal funds to support the delivery of
health care services in the provinces under a national framework, and exercising the
power to legislate matters for the peace, order and good government of Canada’.
Accordingly, judicial interpretations reveal that the provincial governments have
primary, but not exclusive jurisdiction over health care.®

' Sections 91(11) and 92(7) of the Constitution Acts, 1867 to 1982 and Marchildon (2005), p.8.

2 Sections 92(2), 92(7), 92(9), 92(13), 92(16) and 93 of the Constitution Acts, 1867 to 1982.

> The Constitution Acts, 1867 to 1982, Marchildon (2005) p.25, Braén (2002) pp.7-14 and Leeson
(2002) pp.3-8.

* Sections 91(1A), 91(3), 91(7), 91(11), 91(22), 91(23), 91(24), 91(27), 92(10) and 106 of the

Constitution Acts, 1867 to 1982.

The power to legislate matters for the peace, order and good government of Canada is known as

the "general power" granted to the Parliament of Canada by section 91 of the Constitution Acts,

1867 to 1982. The meaning of this general power is subject to the court's interpretation.

8 The Constitution Acts, 1867 to 1982, Marchildon (2005) p.25, Braén (2002) pp.7-14 and Leeson
(2002) pp.3-8.

Research and Library Services Division page 3
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2.1.4 Since the founding of the confederation, the provincial governments have
developed a tradition of encouraging not-for-profit organizations such as religious or
charity organizations to provide hospital services by providing them with financial
subsidies. Up to the 1930s, the provincial governments had gradually become more
involved in the provision of public health services and subsidization of out-patient
services for targeted populations such as social assistance recipients. Although there
were government subsidies, patients had to bear a significant portion of the cost of
health care services, not to mention those who received no government subsidy.’

2.1.5 As a result of the Great Depression of the 1930s, a substantial number of
Canadians were unable to pay for hospital or doctor services. At the same time,
revenues of the provincial governments fell so rapidly that it became difficult for the
provincial governments to meet the cost of subsidizing health care services. In 1945,
the federal government put forward a cost-sharing proposal in health care to the
provincial governments but it was ultimately rejected.”

2.1.6 The provincial government of Saskatchewan, though under financial
constraints, introduced the Universal Hospital Services Plan in 1947. The Plan
provided residents of the province universal access to hospital services. Several
provinces adopted the Saskatchewan model in the subsequent years. In 1957, the
Hospital Insurance and Diagnostic Services Act was passed in the Parliament of
Canada, setting out conditions (e.g. universality) that the provinces had to satisfy in
order to receive federal funding for hospital and diagnostic services under the
cost-sharing arrangement. By 1961, all provinces provided residents in their
respective jurisdictions universal access to hospital and diagnostic services.’

2.1.7 In 1962, the provincial government of Saskatchewan introduced universal
access to doctor services for residents of the province. In 1964, the Royal
Commission on Health Services recommended the federal government to encourage
other provinces to introduce universal access to doctor services through the federal
cost-sharing programme. In 1966, the Medical Care Act was passed by the
Parliament of Canada, providing the legal foundation for the implementation of the
Commission's recommendation. By 1972, all provinces had introduced universal
access to doctor services.'?

7 Marchildon (2005), pp.19-25 and Canada's Health Care System at a Glance (2002).

8 .
Ibid.

Marchildon (2005), pp.19-25, Madore, Odette (2003), p.4 and Canada's Health Care System at a
Glance (2002).

' Ibid.

Research and Library Services Division page 4
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2.1.8 In 1984, the Canada Health Act was passed by the Parliament of Canada.
The Act combined and updated the Hospital Insurance and Diagnostic Services Act
and the Medical Care Act, providing a framework for the universal access to
medically necessary hospital, doctor and surgical-dental'' services by all Canadians.
This framework has remained in place since then.

2.1.9 During the 1990s, there were growing concerns about the sustainability
and quality of the health care system of Canada. As such, the Commission on the
Future of Health Care in Canada was set up in 2001 by the Prime Minister to review
the system and to make recommendations to "ensure the long-term sustainability of a

universally accessible, publicly funded health system"."?

2.1.10 In November 2002, the Commission released a report entitled Building on
Values: The Future of Health Care in Canada. In the report, a number of alternative
funding sources for health care provision were considered, including'*:

(a) user fees and charges;

(b) medical savings accounts: individuals being allotted a yearly health
care allowance which could be used to "purchase" health care services;
and

(c) public-private partnerships.

2.1.11 The federal and provincial governments accepted the recommendation of
the Commission that none of the alternative funding sources listed above met the
equity and access to service principles underlying the Canada Health Act. As such,
the existing tax-based health financing system has been maintained.

Surgical-dental services are medically or dentally required surgical-dental procedures performed
by a dentist in a hospital, where a hospital is required for the proper performance of the procedures,
e.g. orthognathic surgery.

Commission on the Future of Health Care in Canada (2002), p.1.

" Commission on the Future of Health Care in Canada (2002), pp.28-30.

Research and Library Services Division page 5
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2.2 Overview of health care system
Structure
2.2.1 There is an elaborated inter-governmental system involving different

levels of senior government officials for the discussion of policy issues in Canada.
Since 1906, the Prime Minister of Canada and Premiers of the provinces have held
formal meetings, usually once a year, to discuss inter-governmental affairs, including
health. Health policies have also been the focus of discussion in the recent three
First Ministers' Meetings'®, which reaffirms the commitment to a publicly-funded
health care system framed by the Canada Health Act.”

2.2.2 Regarding the different roles of the federal and provincial governments in
health care policies, the federal government's roles include':

(a) offering federal transfer payments or funding assistance to the
provincial governments for the provision of health care services
consistent with the principles of the Canada Health Act;

(b) being responsible for the programmes and regulation in the area of
health protection and promotion, health security and disease
prevention;

(c) ensuring that drugs, vaccines and other therapeutic products sold in
Canada are safe, of good quality and therapeutically effective;

(d) fostering medical and scientific research through funding and other
means; and

(e) ensuring access to health services by specific groups of Canadians,
including aboriginal people, military personnel, the Royal Canadian
Mounted Police'” and inmates of federal prisons.

On health care polices, the Deputy Health Ministers' Meetings discuss health matters of concern to
the federal and provincial governments and come up with policy proposals. These policy
proposals will be submitted to the Health Ministers' Meetings for further discussion before they are
discussed by First Ministers.

Canadian Inter-governmental Conference Secretariat (2004) p.1, 2000 First Ministers' Meeting:
Communiqué on Health, 2003 First Ministers' Accord on Health Care Renewal and First
Ministers' Meeting on the Future of Health Care 2004 A 10-year Plan to Strengthen Health Care.

1 Overview of the Health Care System (2004) and Canada's Health Care System at a Glance (2002).

Canada's national police forces.

Research and Library Services Division page 6
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223 The provincial governments exercise their constitutional power to
formulate policies for the administration and delivery of health care services as well
as the regulation, inspection, licensing, and monitoring of health-related premises,
institutions and personnel within their jurisdictions. In formulating health care
policies, the provincial governments must abide by the conditions stipulated in the
Canada Health Act in order to receive federal transfer payments on health.'®

224 The conditions set out in the Canada Health Act for provinces to receive
federal transfer payments on health include':

(a) provision of insured health care services®® by each provincial
government must adhere to the following five principles:

(1) public administration: publicly financed and administered by a
not-for-profit public authority;

(i) comprehensiveness: comprehensive provision of all medically
necessary services;

(111) universality: universal coverage;
(iv) portability: coverage for insured health care services should be
maintained when a person moves or travels within Canada or

travels outside Canada; and

(v) accessibility: accessibility of medically necessary services
without being impeded by financial or other barriers;

'8 Marchildon (2005) pp.93-96, Overview of the Health Care System (2004), Canada's Health Care
System at a Glance (2002) and Canadian Institute for Health Information (2005b) p.7.

¥ Canada Health Act, Madore and Odette (2003), Canada Health Act Overview (2002) and

Canada's Health Care System at a Glance (2002).

Insured health care services include medically necessary hospital, doctor and surgical-dental

services. Medically necessary hospital services, as defined in Section 2 of the Canada Health Act,

include:

(a) accommodation and meals at the standard or public ward level and preferred accommodation
if medically required;

(b) nursing service;

(c) laboratory, radiological and other diagnostic procedures, together with the necessary
interpretations;

(d) drugs, and biological and related preparations when administered in the hospital or clinic;

(e) use of operating room, case room and anaesthetic facilities, including necessary equipment
and supplies;

(f) medical and surgical equipment and supplies;

(g) use of radiotherapy facilities;

(h) use of physiotherapy facilities; and

(1) services provided by persons who receive remuneration from the hospital or clinic.

Medically required doctor and surgical-dental services are determined by each provincial

government and provincial professional bodies of doctors and dentists. The service items as well

as their fees and charges are stipulated in the relevant provincial legislation.

20

Research and Library Services Division page 7
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(b) financial contribution of patients for insured health services are
discouraged by a mandatory dollar-for-dollar penalty to be deducted
from federal transfer payments; and

(c) the provincial governments are required to provide the federal
government with information about how the conditions set out in the
Canada Health Act are met as well as how the federal government's
financial contribution to health services has been recognized, e.g. by
recognizing the federal government's financial contribution to health
services in the provincial budget document.

2.2.5 For the delivery of health care services, the provincial governments
delegate such power to statutory regional structures, in particular the regional health
authorities, to organize or deliver them. Most of the regional health authorities are
governed by a board of directors who are appointed by the provincial governments.
The number of directors within the board varies from province to province.
Meanwhile, subsidization for prescription medicines and doctor remuneration for
insured health services are administered centrally by the provincial governments.”'

2.2.6 The following table presents some basic statistics about the delivery
system of health care services in Canada.

Table 1 — Statistics on the delivery system of health care services in Canada in

2003
Number Ratio
Health workforce per 10 000 population
Doctors 59 454 18.7
Dentists 18 265 5.8
Pharmacists 27612 8.7
Nurses 241 342 76
Midwives 440 1
Health infrastructure
Not-for-profit hospitals 744 (115 000 beds) 39 hospital beds per
For-profit hospitals Pending information 10 000 population
Occupancy rate of acute care beds 87%

Sources: Canada Institute for Health Information (2005a), Canada Institute for Health Information
(2005b), Canada Institute for Health Information (2006), Organisation for Economic
Co-operation and Development (2005) and World Bank (2005).

2l Canadian Institute for Health Information (2001) pp.7-8, Canada's Health Care System at a

Glance (2002), Marchildon (2005) pp.61-68 and Detsky and Naylor (2003), pp.804-805.

Research and Library Services Division page 8
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Financing

2.2.7 In accordance with Section 3 of the Canada Health Act, "[t]he primary
objective of the Canadian health care policy is to protect, promote and restore the
physical and mental well-being of residents of Canada and to facilitate reasonable
access to health services without financial or other barriers".

2.2.8 The Canadian health care financing system is a tax-based financing system
in that health care services are predominantly funded by general government
expenditure of the federal and provincial governments, especially the latter.*

229 In Canada, the responsibility for financing health care services is clearly
defined. Insured health care services, as stipulated in the Canada Health Act, are
financed by the federal and provincial governments. For health care services not
defined as insured health care services in the Act, they are largely financed by
out-of-pocket payments and/or private insurance plans. Some provincial
governments provide financial support for targeted groups of the population, e.g.
elderly 212131d chronically ill persons, to meet the cost of some of these health care
services.

2.2.10 The following table presents some basic information about expenditure on

health services of Canada in 2003, which may serve as indicators on health
expenditure.

Table 2 - Health expenditureindicators of Canadain 2003

Total expenditure on health as % of GDP 10.1%
Per capita total expenditure on health CANS3,884
(HK$27,165)
General government expenditure on health as % of total
: 70.2%
expenditure on health
Non-government expenditure on health as % of total
. 29.8%
expenditure on health
General government expenditure on health as % of total 10%0
general government expenditure °
Health insurance coverage as % of total population Pending
information

Note: (1) 2002 figure.
Sources: Canada Institute for Health Information (2005c), and World Health Organization (2005).

2 Canadian Institute for Health Information (2005c), pp.10-11.

¥ Canada Health Act Annual Report 2004-05.

Research and Library Services Division page 9
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2.2.11  Chart 1 summarizes the financing and delivery system of health care
services in Canada.”*

Chart 1 —Health care system of Canada

Premiums » Health insurance companies
— »  Federal government
Transfer payments
\ 4
Taxes | Provincial governments .
|| Regional health
authorities
Population Not-for-profit hospitals |
- mmmeeees <
payments - For-profit hospitals
4- ------------ >
-] Doctors <
payments | Other health professionals
4. _____________
t: P
N > e Pharmacists <
Patients
T Reimbursement
Source: Machildon (2005).
Legend: — Financial flows ----9 Service flows
2.3 Collection mechanism of health careresources
2.3.1 Apart from out-of-pocket payments and donations from charity

organizations, health care resources are mainly pooled through the following ways:
(a) general taxation; and

(b) health insurance plans.

" In this paper, the term "health insurance companies" refers to both profit-making companies which

sell health insurance products to consumers as well as not-for-profit organizations such as
co-operatives which offer health insurance for their members.

Research and Library Services Division page 10
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General taxation

232 The financial support for health care mainly comes from the federal and
provincial governments' general revenue which relies heavily on income taxes,
consumption taxes and corporate taxes.>

Health insurance plans

233 The private health insurance plans in Canada predominantly cover health
care services not stipulated in the Canada Health Act as insured health care services
because almost all provinces have laws and regulations that either prohibit or
discourage the provision of health insurance plans on insured health care services.
In essence, all the medically necessary health services are subsidized by the federal
and provincial governments, and the private health insurance plans cover the
remaining services. In 2003, 53.6% of dental care, 33.8% of prescription drugs and
21.7% of vision care were funded by private health insurance plans.*®

2.3.4 Most private health insurance plans come in the form of group-based benefit
plans that are sponsored by employers, unions or professional organizations.”” At
the end of 2004, 126 insurance companies provided health insurance plans for
Canadians.*®

24 Allocation mechanism of health careresources

2.4.1 Health care resources are kept by either the government or the health
insurance companies, depending upon the means through which they are collected.
Accordingly, these health care resources are allocated through either one of the
following mechanisms to health care providers:

(a) government budget; and

(b) health insurance plans.

2 Marchildon (2005) p.41.

% Flood and Archibald (2001) and Marchildon (2005) pp.47-48.
27 Marchildon (2005) pp.47-48.

*  Canadian Life and Health Insurance Association Inc. (2005a).

Research and Library Services Division page 11
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Government budget

242 Through the budgetary process, the federal government allocates public
monies in the form of Canada Health Transfer payments to the provincial
governments in support of health care services. Canada Health Transfer payments
are allocated to all provinces on a per capita basis to ensure equal support for
Canadians regardless of their place of residence.”

243 A Canada Health Transfer payment is made up of both a cash transfer
payment and a tax transfer payment. The tax transfer payment is an indirect
payment involving the federal government reducing its tax rates to allow the
provinces to raise their tax rates by an equivalent amount. As a result, revenue that
would have flowed to the federal government goes directly to the provincial
governments. In the event that a Canada Health Transfer payment is granted, the
ratio of the cash transfer payment to the tax transfer payment is announced in the
budget. In the financial year 2004-2005, the ratio was 58:42.%°

2.4.4 Through the provincial budgetary process, the provincial governments
allocate public monies (including transfer payments from the federal government) to
the regional health authorities. The allocation method applied by individual
provincial governments varies across jurisdictions, with the population-based funding
method and the historically-based global budget being more commonly adopted.
Under the former method, the allocation of resources is based on the size of
population in a region and health needs of the population. Under the latter method,
the allocation of resources is based on the expenditure pattern of the region in the
previous years. The regional health authorities are responsible for providing or
purchasing an array of health care services in their respective geographical areas.’’

245 With regard to the share of health care financing, the provincial
governments contribute more resources for health care services than the federal
government. In 2003, 91% 