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Introduction

Health care sys tems in North Amer ica are some times crit i cized as be ing too
ex pen sive or so cially ir re spon si ble rel a tive to com pa ra ble sys tems in OECD
coun tries or re gions.  These per ceived health sys tem fail ures are of ten mis -
tak enly at trib uted to greater pri vate sec tor in volve ment in the de liv ery of
med i cal care or the pro vi sion of med i cal in sur ance in Can ada and the
United States.  How ever, the ex act na ture and scope of state in volve ment in
the health care sec tor in Can ada and the United States is also of ten mis un -
der stood and un der es ti mated. This pa per pres ents a fact-based con text for
eval u at ing health policy in North America.
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Myths about North American health
care financing

Ob serv ers of ten note that in most OECD coun tries, gov ern ment ac counts
for a larger per cent age of to tal health spend ing than it does in North Amer i -
can health sys tems.  Greater re li ance on pri vate sec tor health spend ing is
fre quently ar gued to be the cause of rel a tively higher to tal health care ex -
pen di tures in North Amer i can health sys tems. How ever, the facts do not
sup port such a view.  

It is true, of course, that pri vate sec tor health spend ing in the United States
and Can ada rep re sents a much larger share of to tal health spend ing than in
most other com pa ra ble OECD coun tries.  Ta ble 1 shows data on the pub lic
and pri vate shares of to tal health spend ing for the 211 com pa ra ble OECD
coun tries for which data was avail able in the most re cent year, 2006.  The
US and Can ada rank first and fifth re spec tively out of these 21 OECD coun -
tries as hav ing the high est pri vate sec tor share of to tal health spend ing in
2006.

It is also true that to tal health spend ing is rel a tively higher in North Amer -
ica than in the rest of the OECD.  Out of 21 OECD coun tries (Ta ble 1) the
US and Can ada rank num ber one and seven re spec tively in terms of to tal
health spend ing as a per cent age of GDPin 2006.2

How ever, what many peo ple do not know is that, as a per cent age of each
coun try’s GDP, gov ern ment health spend ing in both Can ada and the
United States are at equiv a lent lev els—de spite hav ing fun da men tally dif fer -
ent health sys tems. Even more im por tantly, at 7 per cent of GDP in 2006
(Ta ble 1), the level of gov ern ment health spend ing in North Amer ica puts
Can ada and the United States in the ranks of the top ten of these 21 OECD
coun tries in terms of hav ing the high est lev els of gov ern ment spend ing on
health as a per cent age of GDP.  In fact, the share of GDP ac counted for by
gov ern ment spend ing on health in North Amer ica is higher than the OECD 
av er age (ex clud ing Canada and the US) of 6.8 percent.

Realities of Health Policy in North America

www.fraseramerica.org    4

1 Ja pan, Ko rea, Mex ico, Slo vak Re pub lic, Aus tra lia, Tur key, Den mark and the
Neth er lands were ex cluded ei ther be cause they were not con sid ered to have
com pa ra ble lev els of eco nomic de vel op ment or there were in com plete data
re ported to the OECD.

2 These com par i sons do not ad just for dif fer ences in the age pro file of na tional
pop u la tions which could af fect rel a tive rank ings.
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Table 1. Public and Private Shares of Total Health Spending; 
and Total Health Spending as a Percentage of  GDP, 
in 21 Comparable OECD Countries, 2006: 
Ranked Highest to Lowest by Private Share

Countries Public
expendi-
ture on
health %
gross
domestic
product

Private
expendi-
ture on
health %
gross
domestic
product

Total
expendi-
ture on
health %
gross
domestic
product

Public
expendi-
ture on
health %
total
expendi-
ture on
health

Private
expendi-
ture on
health %
total
expendi-
ture on
health

France 8.9 2.3 11.1 79.7 20.3

Germany 8.1 2.4 10.6 76.9 23.1

Austria 7.7 2.4 10.1 76.2 23.8

Iceland 7.5 1.6 9.1 82.0 18.0

Sweden 7.5 1.7 9.2 81.7 18.3

New Zealand 7.3 2.1 9.3 77.8 22.2

Norway 7.3 1.4 8.7 83.6 16.4

United
Kingdom

7.3 1.1 8.4 87.3 12.7

Portugal 7.2 3.0 10.2 70.6 29.4

Canada 7.0 3.0 10 70.4 29.6

United States 7.0 8.3 15.3 45.8 54.2

Italy 6.9 2.0 9.0 77.2 22.8

Switzerland 6.8 4.5 11.3 60.3 39.7

Luxembourg 6.6 0.7 7.3 90.9 9.1

Finland 6.2 2.0 8.2 76.0 24.0

Spain 6.0 2.4 8.4 71.2 28.8

Czech
Republic

5.9 0.8 6.8 87.9 12.1

Hungary 5.9 2.4 8.3 70.9 29.1

Ireland 5.9 1.6 7.5 78.3 21.7

Greece 5.6 3.5 9.1 61.6 38.4

Poland 4.3 1.9 6.2 69.9 30.0

Source Data: OECD 2008.
Note: Totals might not sum perfectly due to rounding at one decimal place.



France has the high est gov ern ment health ex pen di ture to GDP rank, but is
only 1.9 per cent age points higher than the per cent ages of GDP ac counted
for by gov ern ment health spend ing in North Amer ica.  More im por tantly,
in France, Ger many and Aus tria, gov ern ment spend ing on health care is
both a larger per cent age of to tal health ex pen di ture and a larger per cent age
of GDP than it is in Can ada.  De spite a rel a tively higher level of gov ern ment
health spend ing, France, Ger many and Aus tria also have higher to tal health
ex pen di tures as a percentage of GDP than Canada.  
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Table 2. Total Health Spending as a Percentage of GDP and Per
Capita GDP in 21 OECD Countries, 2006

Countries Total expenditure
on health % gross
domestic product

Gross domestic
product per capita, 
US$ purchasing
power parity

Luxembourg 7.3 59,176

Norway 8.7 51,947

United States 15.3 43,864

Ireland 7.5 40,893

Switzerland 11.3 38,119

Canada 10 36,814

Iceland 9.1 36,561

Austria 10.1 35,695

Sweden 9.2 34,870

United Kingdom 8.4 32,961

Finland 8.2 32,728

Germany 10.6 31,949

France 11.1 31,048

Spain 8.4 29,383

Italy 9 29,168

Greece 9.1 27,232

New Zealand 9.3 26,234

Czech Republic 6.8 22,042

Portugal 10.2 20,851

Hungary 8.3 18,155

Poland 6.2 14,674

Source Data: OECD 2008.



So there is not nec es sar ily a link be tween the per cent age of to tal health
spend ing com ing from pri vate sources and the over all level of health spend -
ing.  There are many fac tors that de ter mine the to tal level of spend ing on
health in any coun try. As ex am ples, these fac tors in clude socio-eco nomic
and de mo graphic dif fer ences be tween pop u la tions in OECD coun tries, as
well as con sumer de mand pref er ences re gard ing qual ity and quan tity of
med i cal resources, treatments and technologies. 

The United States and Can ada are also among the wealth i est coun tries
among 21 OECD coun tries for which the most re cent data was avail able
(Ta ble 2), so it is not sur pris ing that these North Amer i can coun tries tend
to also be among the high est spend ers on health care.  Wealthy peo ple who
have most or all of their ba sic needs sat is fied might pre fer to spend the rest
of their in comes on ex tra quan ti ties of med i cal goods and ser vices, or better
qual ity health care tech nol o gies and fa cil i ties in stead of spend ing more on
other types of con sumer goods and ser vices.  Gen er ally speak ing, pref er -
ences for health care ver sus other goods and services might simply rise with
income.  

Nev er the less, these ag gre gate health spend ing sta tis tics say lit tle about the
ac tual scope and struc ture of gov ern ment in volve ment in the health sec tor
in North America.

The Canadian health system

In Can ada gov ern ment spend ing on health is about 70 per cent of to tal
health ex pen di tures.  The re main ing 30 per cent of to tal health ex pen di tures 
are paid for by ei ther pri vate sec tor health in sur ance or per sonal di rect
spend ing.  How ever, these fig ures hide the true na ture of gov ern ment fund -
ing for health care in Can ada. The fact is that in Can ada, gov ern ment funds
vir tu ally 100 per cent of all health ser vices de fined as “med i cally nec es sary”
by the state, which usu ally means all hos pi tal and phy si cian
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ser vices. In Can ada, the gov ern ment also ac counts for nearly half (48 per -
cent) of all ex pen di tures on pre scrip tion med i cines in Can ada.3  

There is a qual i ta tive dif fer ence in the pub lic-pri vate split to health care
fund ing in Can ada ver sus com pa ra ble coun tries. In most other coun tries,
par al lel pri vate sec tor in sur ance is avail able for the same med i cal goods and
ser vices that are also in sured by the state. This is not the case in Can ada.  

The fun da men tal es sence of the Ca na dian health care sys tem is that the
state has a de facto mo nop oly over the mar ket for med i cal in sur ance. Each
pro vin cial and ter ri to rial gov ern ment acts as a sin gle-payer within their
par tic u lar ju ris dic tion, ef fec tively pro hib it ing pri vate pay ment for all health 
ser vices deemed “med i cally nec es sary” by each par tic u lar gov ern ment.  In
prac tice this means pri vate sec tor pay ment for any hos pi tal or phy si cian
ser vice that is funded by gov ern ment is pro hib ited. The en tire pop u la tion is
el i gi ble for pub lic med i cal in sur ance which is funded from general
government revenues. 

Gov ern ments at the pro vin cial and fed eral level also act as in sur ance pay ers
for pre scrip tion drugs and other health care goods and ser vices for spe cific
sub-pop u la tions like se niors, low in come peo ple, aboriginals and the mil i -
tary,4 but pri vate pay ment for these things is not pro hib ited. 

The health care sec tor is funded and reg u lated such that hos pi tals op er ate
un der in cen tives sim i lar to what would oc cur un der di rect pub lic own er -
ship and health pro fes sion als face in cen tives in creas ingly sim i lar to those of
gov ern ment em ploy ees. The mar ket for pre scrip tion med i cines is also af -
fected by the scale and de sign of pub lic drug pro grams and gov ern ment
health in sur ance, as well as by other di rect in ter ven tions by the state in the
form of price con trols and mar ket ing approvals.

The pro por tion of the health care mar ket that is oc cu pied by gov ern ment
be cause of this pol icy en vi ron ment rep re sents a large per cent age of to tal
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3 In Can ada in 2007, pri vate ex pen di ture on pre scrip tion drugs was Cdn
$11.7b; gov ern ment spend ing on pre scrip tion drugs was Cdn $10.8b; there -
fore to tal spend ing on pre scrip tion drugs was Cdn $22.5b (CIHI 2008).

4 The prov ince of BC’s pub lic drug ben e fit pro gram is a uni ver sal sys tem with a 
de duct ible. Ex penses above the de duct ible are de fined as “cat a strophic” fi nan -
cial costs and are pub licly in sur able. This struc ture is dif fer ent from
Medicare’s first dol lar cov er age for hos pi tal and phy si cian ser vices.



health spend ing in Can ada. In 2006, pub lic sec tor spend ing on hos pi tals
and other in sti tu tions (in clud ing cap i tal ex pen di tures), phy si cians and the
di rect ad min is tra tive ex penses of run ning gov ern ment health in sur ance ac -
counted for ap prox i mately 52 per cent of to tal health spend ing in Can ada
(Ta ble 3). The rest of health spend ing is ac counted for by gov ern ment
fund ing for “pub lic health” (e.g. in fec tious dis ease con trol) and “other” ar -
eas (10.8 per cent) which can ar gu ably be clas si fied as nat u ral pub lic goods
and which are not con tested by pri vate sec tor in sur ers; as well as goods and
ser vices for which there is a mix of public and private funding (37.1
percent).

Yet the avail able ev i dence, sug gests that this par tic u lar struc ture of Ca na -
dian health pol icy is not per form ing op ti mally from the pub lic in ter est per -
spec tive of pa tients and tax pay ers. To start, Ca na di ans spend a lot on health
care rel a tive to com pa ra ble coun tries. Yet this high rel a tive level of spend -
ing does not buy Ca na di ans as many health care re sources as pa tients in
other coun tries en joy (Esmail & Walker 2007a). Short ages of med i cal re -
sources, as well as im proper eco nomic in cen tives within the Ca na dian
health sys tem have re sulted in grow ing waits for ac cess to pub licly funded
med i cally nec es sary goods and ser vices (Esmail & Walker 2007b). The
avail able ev i dence in di cates that these wait times are lon ger in Can ada than
in al most all other com pa ra ble coun tries. Not only has our high level of
spend ing not pro duced better ac cess to health care, gov ern ment health
spend ing has also been grow ing at rates that are faster than our abil ity to
pay for it through pub lic means alone (Skin ner & Rovere 2007). This has re -
sulted in health care con sum ing ever greater shares of the rev e nue avail able
to gov ern ments, leav ing pro por tion ally less avail able for other public
responsibilities and obligations.

The Ca na dian state has re acted to the growth of gov ern ment health spend -
ing by us ing its de facto mo nop oly over med i cal in sur ance to re strict ac cess
to pub licly funded health care. Ex am ples in clude end ing pub lic cov er age of
pre vi ously in sured goods and ser vices and re fus ing cov er age for new drugs
and med i cal tech nol o gies; in ad e quate cap i tal in vest ment in the stock of
med i cal equip ment; forced re duc tions of hos pi tal ca pac ity and the cap i tal
de te ri o ra tion of ex ist ing fa cil i ties; and state-im posed re duc tions in the ef -
fec tive sup ply of health pro fes sion als. All of this has co in cided with in creas -
ing waits for hos pi tal and phy si cian ser vices and for new med i cines. A
sum mary (see Skin ner, Rovere & Warrington 2008) of some of the more
well known failures of the Canadian health system are shown below:
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• In 2007 an es ti mated 1.7 mil lion Ca na di ans were un able to find a
reg u lar fam ily phy si cian.

• In 1993, Ca na dian pa tients waited on av er age 9.3 weeks be tween the 
time they saw their fam ily phy si cian and the time they ac tu ally re -
ceived spe cial ist treat ment. By 2007, wait times had al most dou bled
to 18.3 weeks. 

• Me dian wait times in Can ada are al most dou ble the wait that phy si -
cians con sider clin i cally rea son able.

• In 2005, a Sta tis tics Can ada sur vey showed that, of the pa tients who
fi nally did get ac cess to health-care ser vices within the year, 11%
waited lon ger than three months to see a spe cial ist; 17% waited lon -
ger than three months to get nec es sary non-emer gency sur gery; and 
12% waited lon ger than three months to get nec es sary di ag nos tic
tests. 

• Pub lic drug pro grams in Can ada of ten re fuse to cover many new
drugs at all. When new drugs are cov ered by pub lic drug pro grams,
pa tients that are de pend ent on these pro grams have to wait on av er -
age up to one year lon ger than pri vately in sured pa tients to gain ac -
cess to them. 

• Be tween the fis cal years 1997/98 and 2006/07, on av er age across all
10 Ca na dian prov inces, gov ern ment spend ing on health care grew
at a rate of 7.3% an nu ally, com pared to 5.9% for to tal avail able pro -
vin cial rev e nue, and 5.6% for pro vin cial eco nomic growth (GDP).
This means that in Can ada gov ern ment spend ing on health care is
grow ing faster than the abil ity of the gov ern ment to pay for it.

• Not ac count ing for the in creased cost bur den of the ag ing pop u la -
tion, it is es ti mated that in six out of the 10 Ca na dian prov inces
pub lic health spend ing is on pace to con sume more than half of to -
tal rev e nue from all sources by the year 2035.

• As of 2004, the un funded li a bil i ties of fu ture gov ern ment fund ing
ob li ga tions for health care in Can ada reached CDN$364 bil lion
(296 bil lion US PPP $) or 28% of the coun try’s 2004 to tal eco nomic
out put (GDP) of CDN$1.2 tril lion (1 tril lion US PPP $). Un funded
li a bil i ties for healthcare con tinue to in crease steadily, ris ing 20.7%
be tween the years 2000 and 2004.

• In June of 2005, the Su preme Court of Can ada struck down the
prov ince of Que bec’s sin gle-payer health-in sur ance mo nop oly, rul -
ing that long wait ing times vi o late in di vid u als’ right to pre serve
their own health. In two other prov inces, pa tients are chal leng ing
Can ada’s gov ern ment mo nop oly on health in sur ance in court on
con sti tu tional grounds.

Realities of Health Policy in North America

www.fraseramerica.org    11



It is not un rea son able to ar gue that these out comes rep re sent the fail ure of
the Ca na dian health sys tem, but these fail ures are not a re sult of too much
pri vate sec tor in volve ment in Ca na dian health care.  These health sys tem
fail ures are a re sult of Can ada’s sin gle-payer gov ern ment-run health in sur -
ance mo nop oly over hos pi tal and phy si cian ser vices, and its dom i nance of
over half the mar ket for sales of pre scrip tion med i cines.

Ca na dian health pol icy is also char ac ter ized by glar ing dou ble stan dards
and con tra dic tions. For ex am ple, 6 out of 10 prov inces ban pri vate in sur -
ance for core med i cal ser vices like hos pi tals and phy si cians. Yet at the same
time all prov inces al low pri vate health in sur ance to cover im por tant med i -
cal goods and ser vices like pre scrip tion drugs and den tal care. The Can ada
Health Act (CHA) bans user fees and ex tra bill ing for pub licly in sured med -
i cal ser vices. Yet Ca na dian gov ern ments charge user fees and de duct ibles to
re cip i ents of pub lic drug in sur ance pro grams (cov er ing about one-third of
the pop u la tion) and also use a form of ex tra bill ing through ref er ence based
re im burse ment un der pub lic drug pro grams. And the CHA ex plic itly ex -
empts work ers’ safety and in sur ance boards from the ban on pri vate pay -
ment for core health ser vices. This al lows worker’s com pen sa tion pa tients
to jump the pub lic queue in pro vin cial Medicare pro grams—and pay prices 
set by mar ket forces. Yet at the same time gov ern ments re fuse to al low the
general public to pay privately for faster or better service than Medicare can
deliver.

The American health care sys tem

One pri mary crit i cism of the US health sys tem is the large num bers of peo -
ple who have don’t have for mal health in sur ance cov er age.  How ever, as
with Can ada, the prob lems with US health care have much to do with gov -
ern ment in ter ven tion in health care markets. 

For ex am ple, the US tax code dis torts the health in sur ance mar ket by giv ing
tax pref er ence to health in sur ance paid for by em ploy ers. The ef fect of this
pol icy is that when peo ple change jobs in the US they of ten tem po rarily lose
health in sur ance ben e fits. The self-em ployed also pay an ef fec tively higher
price for in sur ance be cause they must buy it from af ter-tax in come. This
dis cour ages them from buy ing it. These two groups of peo ple ex plain a
large per cent age of the pop u la tion with out health in sur ance in the US
(Mays & Brenner 2004; BCBS 2005).
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Ac cord ing to the US Cen sus Bu reau’s Cur rent Pop u la tion Sur vey (CPS) 47
mil lion Amer i cans lacked health in sur ance in 2006  (US Cen sus Bu reau
2007). How ever, es ti mat ing the num ber of peo ple with out health in sur ance 
in the United States is the sub ject of much de bate. Be cause of the way in
which the US Cen sus Bu reau col lects data on the is sue, the gov ern ment’s
sur vey ques tion naires can not be re lied upon to reflect reality accurately.

Ta ble 4 il lus trates the prob lems with the CPS: It shows the num bers for the
es ti mated US pop u la tion in each of the sur vey cat e go ries for health in sur -
ance cov er age. Note that the to tal num ber of peo ple with pri vate health in -
sur ance, gov ern ment health in sur ance, plus those with out health insurance
ex ceeds the Cen sus Bu reau’s es ti mate for the en tire pop u la tion of the United
States—an ob vi ous im pos si bil ity. The num ber of re sponses to the CPS
ques tion naire is in ac cu rate by a margin of at least 32 million people.

An ac cu rate es ti mate must take ac count of the par tic u lar char ac ter is tics of
the sur vey pop u la tion, in clud ing (BCBS 2005):

• peo ple who are tem po rarily un in sured only for a short pe riod be -
cause they are be tween jobs and have for the time be ing lost em -
ployer-based health in sur ance; or who are stu dents transitioning
be tween fam ily, school and work coverage;

• peo ple who are el i gi ble for pub lic health-in sur ance pro grams like
Medicaid and SCHIP pro grams for chil dren but who are re luc tant
to en rol un til the mo ment they re quire health care services;

• peo ple who have suf fi cient in come to buy health in sur ance but
choose not to;

• peo ple who are un in sured for long pe ri ods of time be cause they lack 
em ployer-based in sur ance or the in come to buy health in sur ance
them selves 

Re search ers who have looked at the in ac cu ra cies in the CPS sur vey have es -
ti mated that the ac tual num ber of un in sured is about half of the fig ure re -
ported by the US Cen sus Bu reau and that be ing un in sured is usu ally only a
tem po rary con di tion (Her rick 2006; Graham 2006).

Of course this is not to deny that there are prob a bly sig nif i cant num bers of
peo ple who need, but can not af ford, health in sur ance cov er age in the
United States. But again, the over all mag ni tude of cov er age prob lems in the
US is made much worse as a re sult of gov ern ment in ter fer ence in the health
sec tor.  For in stance, US fed eral and state gov ern ments heavily over-reg u late
and im prop erly reg u late health in sur ance mar kets. And as shown ear lier,
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nearly half of all health spend ing in the US is pub licly funded. Op po nents of 
eco nom i cally lib eral health pol i cies typ i cally fail to dis close the whole story
about health care in the US which is, that gov ern ment is a ma jor part of the
prob lem with cost and cov er age issues for health insurance observed in
America.

Ad di tion ally, lack ing health in sur ance is not the same thing as not hav ing
ac cess to health care. The un in sured in the United States are not pro hib ited
from ob tain ing health care through di rect pay ment, and in all Amer i can
states it is il le gal for hos pi tals to re fuse ur gent life-sav ing care. In other
words, be ing un in sured in the United States is not an ab so lute bar rier to
get ting necessary medical care.

Nev er the less, there is a very real po lit i cal risk that if Amer i can pol icy-mak -
ers do not ad dress the de mands for uni ver sal cov er age soon, some Amer i -
can state could end up mak ing the same mis takes Can ada made by
im pos ing a sin gle-payer health sys tem.5
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Table 4. Inaccuracies in the 2006 US Current Population Survey
Questionnaire on Health-Insurance Coverage among Americans

Survey response Estimated population

Had private health insurance 201,690,000

Had government health insurance 80,270,000

No insurance coverage during the year1 46,995,000

Total of above 328,955,000

Total CPS US Population 296,824,000

Estimated magnitude of inaccuracy 32,131,000

1The figures reported by the US Census Bureau for the year 2006 indicate values that are
potentially flawed. The report notes that the CPS (Current Population Survey) estimates
reflect point-in-time coverage rather than the number of people uninsured for the entire
year.

Source: US Census Bureau 2007.

5 Cal i for nia has re cently come close to mak ing this po ten tially di sas trous leg is -
la tive de ci sion.



In fact, a di rect com par i son of the Ca na dian sys tem to the US sys tem is a
use ful way to il lus trate the rel a tive fail ure of the Ca na dian ap proach and
bust some of the myths of suc cess at trib uted to gov ern ment in volve ment in
health care.  The fol low ing are some com par a tive sta tis tics (ex cerpted from
Skin ner, Rovere & Warrington 2008) on health care re sources us ing the
most recent available data:

• In 2006, Can ada had 2.1 prac tic ing phy si cians per 1000 pop u la tion,
com pared to 2.4 in the United States –equiv a lent to 300 fewer doc -
tors per 1 mil lion residents.

• In 2006, Can ada had 8.8 prac tic ing nurses per 1000 pop u la tion,
com pared to 10.5 in the United States –equiv a lent to 1,700 fewer
nurses per 1 mil lion res i dents. 

• In 2004, 45 in-pa tient sur gi cal pro ce dures per 1000 pop u la tion were 
per formed in Can ada, com pared to 90 in the United States.

• In 2006, the sup ply of MRI di ag nos tic ma chines in Can ada was 6.2
per mil lion pop u la tion, com pared to 26.5 per mil lion pop u la tion in
the United States.

• In 2006, the sup ply of CT Scan ners in Can ada was 12.0 per mil lion
pop u la tion, com pared to 33.9 mil lion in the United States.

• In 2004, 25.5 MRI ex ams per 1000 pop u la tion were per formed in
Can ada, com pared to 83.2 in the United States.

• In 2004, 87.3 CT ex ams per 1000 pop u la tion were per formed in
Can ada, com pared to 172.5 in the United States.

• In 2003, the av er age hos pi tal in On tario (Can ada’s larg est prov ince) 
was 40 years old; the av er age hos pi tal in the United States was 9
years old. 

• Af ter ad just ing for the pur chas ing power of the cur ren cies, in 2005
Ca na dian phy si cians earned only 40% as much as their Amer i can
coun ter parts on av er age. In the same year, Ca na dian nurses earned
only 71% as much as Amer i can nurses on average. 

• Thou sands of Ca na dian-trained and pre vi ously ac tive phy si cians
have al ready left Can ada for better op por tu ni ties and work ing con -
di tions in the United States. Amer i can doc tors, how ever, are not
mov ing to Can ada for better op por tu ni ties or working conditions.
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Policy alternatives

So, how can North Amer ica and the rest of the OECD achieve uni ver sal
health in sur ance cov er age with out suf fer ing the enor mous costs and fail -
ures as so ci ated with a sin gle-payer, health-in sur ance mo nop oly like that in
Canada? 

It is ab so lutely cru cial for the reader to un der stand, that achiev ing uni ver sal 
health-in sur ance cov er age does NOT re quire a pub licly-funded, gov ern -
ment-run, sin gle-payer health-in sur ance mo nop oly. It is worth re peat ing
that a sin gle-payer health in sur ance sys tem is ac tu ally the worst way to
achieve universal coverage. 

The Ca na dian ex pe ri ence is in struc tive of the fact that uni ver sal,
tax-funded, health in sur ance is not even nec es sary. Re search (Skin ner
2005) us ing Ca na dian data on the in di vid ual-level dis tri bu tion of ill ness
and in come in the pop u la tion indicates that:

• Only about 4% of the pop u la tion has health ex penses that can be
con sid ered cat a strophic (even when gen er ously de fined) com pared
to other kinds of ex penses; and 

• Less than 1% of the pop u la tion has cat a strophic health ex penses
(even when gen er ously de fined) and also lacks the in come to pay di -
rectly or buy pri vate in sur ance for their health care needs if it were
available.

Even though so few Ca na di ans ac tu ally need pub lic fi nan cial as sis tance in
pay ing their med i cal ex penses, the Ca na dian sys tem pub licly sub si dizes all
med i cal ex penses on a uni ver sal ba sis. The politicization of el i gi bil ity and
cov er age de ci sions un der a tax-funded uni ver sal, sin gle-payer health-in -
sur ance mo nop oly cre ates pres sures upon pol icy mak ers to agree to
first-dol lar cov er age for ev ery thing. How ever, tax pay ers should not be pay -
ing the cost of af ford able med i cal care for the nearly 99% of the pop u la tion
who do not need a pub lic sub sidy. A more ra tio nal ap proach would be to
pro vide pub lic fi nan cial as sis tance only for those few peo ple who are truly
in need, by sup ple ment ing their in comes on the ba sis of an in come and
assets means test so they can afford to buy private health insurance.

If, how ever, uni ver sal health-in sur ance cov er age is con sid ered po lit i cally
nec es sary, then the least in tru sive ap proach is to re quire the pop u la tion to
pri vately and in di vid u ally pur chase man da tory ba sic health in sur ance in a
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reg u lated, com pet i tive mar ket, and di rectly sub si dize those who are too
poor to pay for it on their own.6 

This is the fair est way to im pose a gov ern ment guar an tee of uni ver sal health 
in sur ance cov er age for those who need it. It is sim ply better to re quire ev -
ery one to pri or i tize the al lo ca tion of their own in come to ward the pur chase
of their own health in sur ance be fore ob li gat ing tax pay ers to sub si dize any -
one else’s health care. Tax pay ers should have some rea son able as sur ance
that the re cip i ents of pub lic sub si dies are truly un able to af ford health in -
sur ance, and are not sim ply spend ing their dis pos able in come on un nec es -
sary items and later de mand ing free health care from the government if
they become ill.

This is sim i lar to the way health in sur ance works in Swit zer land, where in -
di vid u als are re quired by law to pur chase pri vate health-in sur ance pol i cies
for which the pre mi ums are “com mu nity rated,” that is, the same for each
per son in a par tic u lar re gion or mu nic i pal ity tak ing out in sur ance with a
par tic u lar com pany or non-profit or ga ni za tion, re gard less of in di vid ual
risk rat ing. Peo ple are guar an teed a free choice of in sur ance pro vider and
can change their com pul sory health-in sur ance pro vider up to twice a year.
In sur ance pro vid ers are not al lowed to re fuse an in di vid ual’s ap pli ca tion
for a com pul sory health-in sur ance pol icy, and high-risk in sur ers are
cross-sub si dized by the en tire in sur ance sec tor act ing as a sin gle co op er a -
tive risk pool through a gov ern ment-con trolled mech a nism. The in sur ance
pro vid ers com pete based on the level of the pre mium, and price com pe ti -
tion works. To re duce the so cial im pact of pre mium costs on low-in come
peo ple, tax pay ers par tially sub si dize com pul sory health-in sur ance pre mi ums 
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6 This is not a rad i cal de par ture from other types of in sur ance reg u la tion in the
United States and Can ada. In most states and prov inces, mo tor ists are al -
ready fa mil iar with leg is lated, com pul sory pur chase of auto in sur ance.
Scandlen 2006  and Gra ham 2007 have both re jected health in sur ance man -
dates, ar gu ing that a per cent age of driv ers ig nore such man dates for auto in -
sur ance. How ever, health-in sur ance man dates could be en forced through
the in come-tax re turn sys tem on a means-tested ba sis, some thing not done
with auto in sur ance man dates. There could also be ex emp tions from the
man date for those who can dem on strate fi nan cial ca pac ity in stead of in sur -
ance\emdash sim i lar to auto in sur ance in many states. Fi nally, the im por tant
prac ti cal point is that, once a per son re fuses to obey the man date, they have
re vealed their pref er ence and have thus sur ren dered any moral claim on the
state to pro vide them with health in sur ance. There fore, even if a man date did
not ac tu ally achieve uni ver sal cov er age, it would elim i nate the real need for
it. The man date would also de-le git i mize any po lit i cal de mands for a sin -
gle-payer system.



through a means-tested subsidy that varies according to the income and
assets of the insured person (Federal Office of Public Health 2007).
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