
A monthly periodical from the EBRI Education and Research Fund devoted to expert evaluations of a single employee benefit issue

MAY 1989  NUMBER NINETY

Canada’s Health Care System: Lessons for the
United States?

Concern about the 35 million to 37 million persons who lack health
insurance and the relentless rise in medical costs has prompted
public policymakers and Congress to reexamine the financing and
delivery of medical services in this country.

Canada’s experience in providing universal access to basic health
care services while restraining health care spending to less than 9
percent of Gross National Product (as compared with 11 percent in
the United States) may offer a valuable frame of reference for any
restructuring of the U.S. health care system.

A review of the Canadian health care system indicates, on the minus
side, administrative inefficiencies, conflicts with providers, and
relatively slow adoption of new technology. Canada has, however,
eliminated some of the major challenges facing the United States:
uneven access to care, high levels of uncompensated care, and cost
shifting. Moreover, Canada’s infant mortality rates, which are much
lower than U.S. rates, attest to the nation’s relative success in
providing basic health care services to its population.

As a model for the United States, the Canadian health care system
will ultimately be judged not only on its strengths and weaknesses but
also on how well it responds to such changes as the aging of Canada’s
population, the apparently growing demand for health care in
relation to other goods and services, and continuing innovations in
technology.

◆ ◆ ◆

Canada’s experience in providing universal access to
basic health care services may offer a valuable frame of
reference for any restructuring of the U.S. health care
system.

◆ ◆ ◆
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◆  Introduction

Concern about inadequate health care for some Ameri-
cans and about the high and growing cost of health care
in the United States has stimulated widespread interest
in reexamining the fundamentals of our health care
system—how it is financed and how services are
produced and delivered. Many reform advocates are
looking to Canada’s health care system as one that they
believe is particularly instructive. Economic, demo-
graphic, and cultural similarities between Canada and
the United States, they argue, suggest that Canada’s
health care system might provide a model for
“reform.”1

Canada’s national health insurance system appears
notably successful in many ways. Health care consumes
less than 9 percent of Canada’s Gross National Product

(GNP),2 compared with 10.7 percent of U.S. GNP in
1986 and 11.1 percent in 1987. All Canadians receive
complete health insurance coverage for basic hospital
and physician services without deductibles or copay-
ments. Furthermore, Canadians retain the right to
choose their physician and hospital, and physicians
retain the right to locate where they wish and to charge
on a fee-for-service basis.

Gross measures of population health are also cited as
attesting to the success of the Canadian health care
system. In 1985, the average life expectancy at birth in
Canada was 72.9 years for men and 79.8 years for
women, compared with 71.0 and 78.3 years, respec-
tively, for men and women in the United States. In the
same year, Canada’s infant mortality rate was 25
percent lower than the U.S. rate: 7.9 deaths occurred
per 1,000 live births in Canada, compared with 10.6
deaths per 1,000 live births in the United States.

However, Canada’s health care system fosters some
problems that are not as apparent in market systems of
health service delivery, where total spending for health
services is unregulated. Whereas Canadian hospitals are
much more likely than those in the United States to be
full (a feature that generally compares favorably with
the costly excess capacity of many U.S. hospitals),
waiting times to see physicians and/or nurses can be
lengthy, and required facilities may be unavailable.3

Because spending for health care in Canada is decided
by a political process, rather than a market process, the
allocation of resources to health care may not reflect
the value Canadians would place on receiving more
health care services, and more highly technical services,
than they do now.

1The merits and problems of a national health insurance system
have been debated in the United States for more than four
decades. The U.S. Congress considered various proposals to
implement national health insurance as recently as the late 1970s,
during the Carter administration. These measures were rejected in
favor of retaining primarily private, voluntary health care
financing and a decentralized market system of health services
delivery.

However, the difficulties of many Americans—the 35 million to
37 million who lack health insurance—in obtaining needed
health care have captured the attention of the U.S. Congress and
the president. Recognizing that employer plans now insure more
than two-thirds of all nonelderly people in the United States, one
legislative proposal in the 101st Congress, the Basic Health
Benefits for All Americans Act (S. 768), seeks to expand coverage
by replacing voluntary employer-sponsored insurance with a
system of mandatory employer-paid health insurance and would
establish a government program to cover those who are not
receiving health insurance under the employer-based system and
are ineligible for Medicare or Medicaid. Furthermore, concern
about the inadequacy of the health insurance provided by some
employer plans has inspired other legislative proposals that would
have required employer plans to provide certain minimum benefits
for tax qualification. Seeking election in 1988, President Bush
proposed that Medicaid, the nation’s public health insurance
program for the poor, be greatly expanded to include the nearly 60
percent of poor Americans (about one-third of the uninsured)
who do not now qualify for Medicaid coverage.

2Canada’s recent estimated health expenditures as a percentage of
GNP are: 1985, 8.62 percent; 1986, 8.96 percent; 1987, 8.78
percent; and 1988, 8.68 percent.

3In February 1989, MacLean’s Magazine reported that 1,000 people
were on waiting lists for heart surgery in Toronto hospitals, with
waits of as long as one year. In 1984, a Quebec hospital reported a
list of 2,000 patients awaiting elective surgery for up to one year
(Regush, 1987).
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◆ ◆ ◆

In all provinces, general tax revenues support
most or all of the costs of hospital and physician
care.

◆ ◆ ◆

This Issue Brief describes the Canadian health care
system and evaluates it from four perspectives: access
and coverage, cost control, flexibility and individual
choice, and financing for long-term care services.

◆  The Canadian Health Care System

Canada’s health care system consists of two comple-
mentary plans: public hospital insurance and public
physician insurance. These plans, which were intro-
duced, respectively, in 1957 and 1966, replaced existing
private plans and, in each case, extended coverage to
include sizable populations that had been uninsured.4

Canada’s hospital and physician insurance is provided
through separate plans in each province. The federal
Hospital Insurance and Diagnostic Services Act of
1957, which authorized Canada’s public system of
hospital insurance, offered each province a federal grant
of approximately 50 percent of the cost of a public
hospital insurance program. At the time, only
Saskatchewan had a public insurance plan. Responding
to this federal incentive, all provinces soon adopted a
public insurance plan for hospital services. In 1966, the
Canadian government legislated similar financial
incentives for the provinces to establish public insur-
ance plans for physician services.

The Canadian government imposes four conditions for
these federal grants:

•The plans must be comprehensive; that is, they must
cover all hospital and physician services that are
medically necessary, with no exclusions or dollar
limits.

4No data indicating the number of people without health insurance
coverage were collected in the 1950s. However, an estimated 85
percent of hospital expenses were paid by third parties in 1957,
when Canada introduced public hospital insurance. Immediately
prior to 1966, when public physician insurance was introduced,
about 60 percent of the population had some form of medical
insurance (Evans, 1984).

In 1977, Canada replaced its system of federal matching
funds with block grants to each province. This change
capped federal support to encourage the provinces to
contain health care costs. Federal block grants, how-
ever, have not been raised to keep pace with the
provinces’ cost increases. As a result, federal support for
the provincial plans has fallen from 50 percent of
program costs (per the original authorizing legislation)
to only 38 percent of program costs in 1988.

•The plans must be universally available to all eligible
residents on equal terms and conditions. If premium
financing is used, premiums cannot differentiate
among individuals according to risk. Low-income
families may be exempted from premium payments, as
in Ontario’s plan. User charges are permitted, but
only if they do not impede reasonable access to
necessary care. In practice, few provincial plans
impose user charges, and no plan has deductibles or
coinsurance provisions.

•The plans must be portable among provinces. Thus,
an Ontario resident on a trip to Alberta must be able
to receive health care in Alberta and have it paid for
by the Ontario program.

•Finally, the plans must be operated on a nonprofit
basis and managed by a public agency accountable to
the provincial government.

By 1971, every province had established its own public
insurance programs for both hospital and physician
services.
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◆ ◆ ◆

Canada’s fee-for-service system has encour-
aged providers to increase the number of their
patients.

◆ ◆ ◆

Recently, seeking to manage the cost of Canada’s
health care, the provincial governments have imposed
tighter controls on the number of doctors and on
physician fees, hospital budgets, and home care budgets.
These controls have directly resulted in supply short-
ages and queues for some types of health care services,
restricting access to some types of care. In particular,
because of budget constraints that limit hospitals’
ability to expand services, some patients now experi-
ence long delays for the services of physicians in
surgical specialties that require hospitalization.

However, for other types of services (for example, those
of family doctors or general psychiatrists), Canada’s fee-
for-service system has encouraged providers to increase
the number of their patients. As a result, Canada’s
health care supply shortages have been uneven.

Each province is free to finance its health plan costs
through any provincial tax that it chooses. Ontario,
Alberta, and British Columbia use a payroll tax “pre-
mium” to raise a portion of the required revenue.
However, these premiums are low and provide only a
small portion of total funding; the elderly and the poor
who qualify for public assistance are exempted. In all
provinces, general tax revenues support most or all of
the costs of hospital and physician care. Subsequent to
1983 federal legislation,5 all provinces prohibit physi-
cians from balance billing (that is, charging patients
additional fees above those that each province has
negotiated with physicians collectively).

Although Canada’s public plans now cover more than
90 percent of the population’s costs for hospital care
and almost all of their costs for physician services, they
do not cover all health care costs. They exclude eye-
glasses, dental care, outpatient prescription drugs, and
such hospital amenities as private or semiprivate rooms.
However, most provinces provide outpatient prescrip-
tion drugs without charge to the elderly and to the poor
who qualify for public assistance.6 The federal Canada
Assistance Plan (enacted in 1966, the period during
which the United States legislated its similar Medicaid
program) provides federal government payments to the
provinces to support 50 percent of the cost of various
health and social services to people in need.

Each province differs in its provision for subacute, long-
term care needs. Most provinces operate public nursing
homes or contribute toward the cost of private long-

5The Canada Health Act of 1983 authorized the federal government
to withdraw part of its funding from any province that charges user
fees or permits balance billing.

6In recent years, the cost of this component of the system has
increased substantially. The Ontario Drug Benefit Plan has
increased from C$303 million in 1983–1984 to C$591 million in
1987–1988. Encouraging substitution of generic drugs and
compulsory licensing of originators have been seen as ways of
restricting these costs. However, other groups (particularly the
working poor and victims of illnesses such as cystic fibrosis and
AIDS) have requested that they also be included in the drug
program.

term care for the elderly. Every province covers some
institution-based long-term or rehabilitative services
under the public hospital and medical insurance plans
as well as outpatient services and home care. Financing
for these services commonly combines federal, provin-
cial, and voluntary agency contributions.

◆  Access and Coverage

Since its inception in 1957, universal access has been a
foremost objective of the Canadian health care system.
Canada’s concern for access is twofold: to provide
everyone, including the poorest residents, with access
to basic hospital and physician services; and to prevent
a two-tier system in which the wealthy would receive
better care than the poor.
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Chart 1
Hospital and Physician Services Expenditures as Percentage of Gross National Product,

Canada and the United States, 1945–1985

Government controls on provider fee increases have
occasionally disrupted service supply and have created
some shortages. Minimal increases in physician fees
have created antagonism between physicians and the
provincial governments, sparking a strike by Ontario
physicians in 1986. Constraints on nurses’ salaries have
created acute shortages of nurses, particularly those
specializing in intensive care.7

◆  Cost Control

Coincident with the stringency of regulation (not with
the introduction of national health insurance), Can-
ada’s history of health care costs is divisible into two
distinct periods: an initial phase marked by rapid
expansion of facilities and services, followed by a phase
of much more constrained expansion. In 1951, Canada
spent 1.5 percent of its GNP on hospital services and
0.7 percent on physician services (Evans, 1984). By
1985, expenditures on hospital and physician services
as a percentage of GNP had doubled, reaching 3.5
percent and 1.4 percent of GNP, respectively (Evans et
al., 1989) (chart 1; also see chart 2). The number of
hospital inpatient days per 1,000 population increased

7Under the current contract with the Ontario Nurses Association,
the starting salary for a registered nurse is $23,183, while the
maximum salary is $27,132 (in U.S. dollars). These salaries are
generally comparable to those in the United States, where the
estimated mean salary among nurses was $24,000 in 1986 (U.S.
Department of Labor, 1987).



6 ◆  EBRI Issue Brief May 1989

from 1,419 in 1951 to 1,724 in 1982. On average,
physicians nearly doubled their provision of services
over this period, raising per capita physician income
more than 300 percent between 1951 and 1976 and
another 70 percent by 1982.

Nevertheless, Canada’s experience indicates that, with
universal public insurance, governments can impose
effective ceilings on cost escalation. In the early 1980s,
each province imposed limits on hospital budgets,
physician fee schedules, and the number of new medical
students and interns. Since 1982, spending for hospital
and physician services has remained between 8.5
percent and 9 percent of GNP. Because the govern-
ment is the sole payer for hospital and physician
services, it can impose cost ceilings, eliminating the
cost escalation that occurs when these services are
financed by private payers.

Hospital Budgets

While hospitals have considerable freedom in resource
allocation within their budgets (encouraging cost
minimization), province-imposed annual budgets for
each hospital constrain the number of inpatient days
and the extent of services hospitals can afford to
provide, as well as the provision of physician services
that require hospital facilities.

As a result, annual hospital budgets have strongly
influenced the way health care is provided in Canada,
discouraging surgery and the use of costly new tech-
nologies in favor of less technical, nonsurgical alterna-

◆ ◆ ◆

Canada’s experience indicates that, with uni-
versal insurance, governments can impose ef-
fective ceilings on cost escalation.

◆ ◆ ◆

tives. To adopt a new technology, each hospital must
petition the provincial government, a process similar to
state certificate-of-need regulation in the United
States. Hospitals compete for the right to acquire new
equipment and must present convincing arguments to
the provincial department of health. Although particu-
lar decisions have been contested, there has been little
evidence that providers or the general population are
concerned about this particular process of adopting new
technology.

However, there has been widespread concern about
budget restrictions that have threatened the finances of
some Canadian hospitals. (Similarly, in the United
States some hospitals have disputed the adequacy of
Medicare payments.) The annual budgetary process and
the question of supplementary financing for hospital
deficits have become political issues, and (like public
health care financing programs in the United States)
require considerable attention from the administration,
the legislature, and oversight government agencies.

Despite controversy over hospital budgeting and a
consequent shortage of available hospital beds, the use
of hospital care is markedly greater in Canada than in
the United States. While Canadians used 1,724 hospi-
tal inpatient days per 1,000 population in 1982, the
U.S. population used only 1,102 per 1,000 population.
In 1986, hospital use in the United States fell to 833
inpatient days per 1,000 population, less than one-half
the rate of inpatient hospital use in Canada.

Nevertheless, Canada’s spending for both hospital and
physician services as a percentage of GNP is less than
U.S. spending for these services. In 1985, Canada spent
3.5 percent of GNP for hospital care (compared with
4.2 percent in the United States) and 1.4 percent of
GNP for physician services (compared with 2.1 percent
in the United States) (Evans et al., 1989).

Physician Services

As the sole payer for physicians’ services, the provincial
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governments are able to negotiate fee schedules from a
position of strength. Ontario’s 1989 physician fee
increases, which averaged 1.75 percent, were imposed
essentially by fiat, after negotiation with the Ontario
Medical Association failed.

Since fee-for-service payment accommodates the
tendency of providers to increase service delivery to
maintain or raise their incomes, the provinces have also
sought to control spending for physician services by
regulating physician supply. The number of physicians
who practice in Canada is affected by the policies and
activities of hospital medical advisory committees,
medical schools, and provincial colleges of physicians
and surgeons as well as by provincial governments and
the Canadian federal government. By controlling
funding for medical education, the provincial govern-
ments strongly influence the supply of physicians. The
federal government, according to a 1975 agreement
with the provincial ministers of health, curtails immi-
gration of foreign physicians to Canada.

Available evidence indicates that much of Canada’s
success in constraining the cost of physician services is
due to reductions in real physician fees below the levels
they would otherwise have been, not to a reduction in
service delivery. Canadian physicians’ fees (that is,
physician service prices), in real dollars, increased much
more rapidly under private insurance prior to 1966 than
they have under public insurance since then. Real
annual increases averaged 1.02 percent between 1946
and 1956, and 1.18 percent between 1956 and 1966.
However, between 1966 and 1976, real annual in-
creases averaged only 0.15 percent. Between 1979 and
1981 (a period of rapid inflation in Canada as well as in
the United States), physician fees actually declined in
real terms by an average of 0.5 percent per year (Evans,
1987).

Comparison of U.S. and Canadian data on physician
fee growth is difficult because of differences in the
amount of technological change that has occurred in
the two health care systems. Recent increases in U.S.
expenditures for physician care appear to be related

more to physician fee increases (reflecting both price
inflation and qualitative changes in physician services)
than to increases in the total number of physician
visits. Since 1981, U.S. physician fees have increased at
an average annual rate of 7.9 percent per year, or 4.0
percent per year in real terms (Feldstein, 1988).

Administrative Costs

Administrative costs for insurance are markedly lower
in Canada than in the United States (Evans et al.,
1989). In Canada, record keeping and provider reim-
bursement are the responsibility of the provincial
governments. In the United States, private insurers
incur these costs as well as the advertising and market-
ing costs of a competitive financing system. The
administrative costs of the Canadian health care system
were an estimated 0.11 percent of GNP in 1985, or
about $15 per person (in U.S. dollars). This contrasts
sharply with estimated U.S. administrative costs which
amount to 0.66 percent of GNP, or about $106 per
person (Evans, 1987). Roughly one-quarter of the
difference between the cost of the Canadian and the
U.S. health care systems is the much higher overhead
cost of financing health services delivery that has
developed during the last 25 years in the United States
(Evans et al., 1989).

Per capita health care expenditures vary significantly
among the provinces. Differences in spending for
health care services as a percentage of total provincial
expenditures (table 1) may reflect differences in negoti-
ated provider fees, different ways of providing health
care services, and differences in per capita Gross
Provincial Product.

◆  Flexibility and Individual Choice

The appropriate federal/provincial division of adminis-
trative authority and financial obligation is a continu-
ing issue for the Canadian health care system. (It is
analogous to the division in the U.S. Medicaid pro-
gram, which is jointly funded by federal and state
governments and administered by the states.) While
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8The British North America Act of 1867 established the division of
jurisdiction between the Canadian federal and provincial
governments, and clearly defined matters relating to health as
subject to provincial authority. The Canadian Constitution Act of
1983 preserved and reaffirmed this allocation of authority (Barer
et al., 1985).
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Source: Greg L. Stoddart, "Rationalizing the Health Care System," in D.J. Courchene, D.W. Conklin, and G.C.A. Cook, eds., Ottawa and the
Provinces: The Distribution of Money and Power, vol.2 (Toronto: Ontario Economic Council, 1985), p.15.

the provinces have constitutional authority over health
care delivery,8 the federal government has sought to
offset inequalities in average income and fiscal capacity
among the provinces by providing federal funding for
health care. As a result, the federal government exer-
cises substantial regulatory authority over the provin-
cial programs and has been able to impose national
standards. Yet the provincial governments retain

authority and have introduced various experiments
designed to encourage alternative modes of health
services delivery.

Nevertheless, Canada’s health care system may not
score high marks on flexibility. As an administered
system, it has eliminated automatic, decentralized
responses to most market signals. Instead of responding
to price changes and profit incentives, it is driven by
political and regulatory decisions. Administered fee
schedules for physician services have not readily
adjusted to technology-driven changes in the content
of physician services, which affect the time and skill
required for various medical procedures. Similarly,
many Canadians feel that their health care system does
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Table 1
Provincial Health Care Expenditures as a Percentage of Gross Provincial Expenditures

Province Hospital Care Medical Care Preventive Care Other

Newfoundland 14.98% 4.41% 0.65% 0.37%
Prince Edward Island 15.80 4.67 0.94 0.24
Nova Scotia 17.04 6.95 0.30 0.50
New Brunswick 16.16 4.35 0.78 1.11
Quebec 13.09 6.03 1.16 0.02
Ontario 17.41 11.23 0.61 1.10
Manitoba 18.98 6.29 0.42 0.64
Saskatchewan 15.35 6.73 0.49 1.01
Alberta 14.35 5.91 1.34 1.44
British Columbia 16.16 9.86 0.67 0.66

Source: Adapted from Statistics Canada, Provincial Government Finance, catalogue 68-207, annual (Ottawa: Minister of Supply
and Services, 1985), p. xxvii.

9In the United States, about 12.5 percent of the total population
(31 million people) are aged 65 or older. By 2030, the U.S.
elderly population is projected to more than double, represent-
ing nearly 21 percent of the total population that year (U.S.
Department of Commerce, 1989).

not respond adequately to basic changes in health care
technology or to the population’s increased demand for
health care. In adopting new technologies, Canadians
have looked to health services production in the
United States as a guide.

Although Canada’s health care system is generally
subject to far more government direction than U.S.
health care, Canadians have retained unrestricted
freedom to choose among physicians and hospitals.
This contrasts sharply with the growth of U.S. health
services delivery systems (health maintenance organiza-
tions and preferred or exclusive provider organizations)
that attempt to control cost by restricting provider
choice. While Canada’s federal and provincial govern-
ments are implicit parties to many health care deci-
sions, freedom to choose among providers is a feature of
the Canadian system that the general public values
highly.

◆  Long-Term Care

In contrast to Canada’s well-established acute health
care system, which is based on universal public health
insurance, the financing and delivery of long-term care
are in a state of change, with significant variation
among the provinces.

Responding to an Aging Population

Confronting the growing health services requirements
of an aging population, Canada—like the United
States—is concerned about the potential cost of
providing long-term care. Canada’s elderly, numbering
2.4 million today, represent 9 percent of the population
and account for 40 percent of hospital patient-days.
The number of elderly is projected to nearly triple
during the next four decades, rising to 6.4 million by
the year 2031 (Jerome-Forget, 1987).9

Notwithstanding this rapid projected growth, Canada
expects the aging of its population to have a relatively
gradual impact on health care expenditures. By one
estimate, expenditures for hospital care and for long-
term care will increase 1.5 percent to 2 percent per year
as a result of the changing age distribution, while
physician services per capita will rise only 0.3 percent
per year (Stoddart, 1987). Considering these magni-
tudes, increases in Canada’s health care costs related to
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its aging population could be supported by annual
growth in national productivity, if real productivity
(that is, per capita GNP) rises 1 percent or 2 percent
per year. Despite these estimates, many Canadians are
concerned about the cost of providing long-term care
for a growing elderly population, and seek public
policies that might minimize the inevitable growth of
long-term care spending.

Nursing Home Use

It is estimated that substantial cost could be saved over
the next half-century by expanding nursing home
capacity rather than acute-care hospital capacity.10

Nevertheless, Canada’s federal government has not
particularly encouraged the construction of nursing
homes and their use by patients with chronic care
needs. Rather, each province has been free to finance
and provide its own long-term care services as it wishes,
which has resulted in diverse program designs and costs.

At the extreme, Manitoba has a universal public
insurance program for personal care homes. About 15
percent of elderly residents in Manitoba’s personal care
homes receive nonmedical “hostel” care only, and
about 35 percent receive relatively light nursing and
other services. Not surprisingly, “homes for special care”
absorb a larger percentage of Manitoba’s health care
expenditures (18 percent) than the Canadian average
(14 percent) (Auer, 1987).

Other provinces provide grants to private not-for-profit
long-term care institutions based on the number of
patient-days they provide. The institutions commonly
supplement these grants by charging patients for care.

Some features of Canada’s growing experience with
financing long-term care services for the general
population are directly relevant to issues that are being
debated in the United States.  A study of long-term
care delivery in Ontario, Manitoba, and British Colum-
bia found that the implementation of public financing
for long-term care actually reduced public spending for
health care as a percentage of GNP by facilitating the
transfer of long-term care patients from more costly
acute-care hospitals (Kane and Kane, 1985, as described
in Friedland, forthcoming). Although the growth of
community-based care in these provinces has also
enabled communities to control the growth of nursing
home bed supply, this study found a stronger economic
case for expanding nursing home beds (to reduce use of
acute-care facilities) than for expanding community-
based services (to reduce use of institutional long-term
care).

Moreover, Canada’s growing experience with public
financing of long-term care indicates that increased
financing does not necessarily encourage runaway
utilization, at least when moderate controls—case
management, in particular—are in place.

Nursing home use among Canada’s elderly is compa-
rable to that among the elderly in the United States. In
1985, 5.5 percent of elderly Canadians were in nursing
homes, compared with 5.6 percent of the elderly in the
United States (International Social Security Associa-
tion, 1986). Nevertheless, Canada’s long waiting lists
for nursing home beds have received considerable
negative publicity. Widespread attention to nursing

◆ ◆ ◆

Canada’s growing experience with public fi-
nancing of long-term care indicates that in-
creased financing does not necessarily encour-
age runaway utilization.

◆ ◆ ◆

10Statistics Canada (1988) estimates that about 30 percent of
projected patient-days could be spent in nursing homes rather
than in acute-care hospitals. Cost savings would result from the
lower operating costs associated with a nursing home patient day
(20 percent of the operating cost of a hospital patient day) and
lower construction costs for nursing home beds (40 percent less
than a hospital bed).
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home queues may reflect Canada’s high hospital
occupancy rates; queues for hospital admission may
foster greater interest among the general population in
having hospitals discharge patients to nursing home
care. The unmet and growing demand for long-term
care services poses a critical challenge for Canada’s
health care system, similar to that confronting the U.S.
health care system.

◆  Conclusion

Deciding on systems of health care financing and
delivery requires choices among alternative and often
conflicting objectives. Critics of the Canadian system
point to administrative inefficiencies, supply shortages,
conflicts with providers, systemwide inflexibility and,
potentially, some sacrifice of quality associated with the
relatively slow adoption of new technology.

Nevertheless, health care costs per capita are lower in
Canada than they are in the United States, and growth
in health care costs has been constrained to the rate of
growth in GNP. Furthermore, the entire population has
comprehensive, first-dollar insurance for basic hospital
and physician services. Consequently, access to care,
uncompensated care, and cost-shifting—major issues
for the U.S. health care system—are not issues in
Canada. Canada’s infant mortality rates, which are
much lower than U.S. rates, attest to its relative success
in providing basic health care services to the popula-
tion.

The aging of Canada’s population, the apparently
growing demand for health care in relation to other
goods and services, and continuing changes in technol-
ogy will require ongoing adjustments in the way health
care is provided and financed. Historically, the absence
of market signals and the need to convince a bureau-
cracy of the necessity for each change have impaired
the responsiveness of Canada’s health care system to
changing technology and demand. As a model for the
United States, the Canadian health care system will
ultimately be judged not only on its shortcomings and
achievements but also on whether and how it responds
to change.

This Issue Brief was written by David Conklin of the
University of Western Ontario with assistance from
Deborah Chollet of EBRI.




