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Topic E 
 

How other countries do it: 
international health systems 
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Section II: The Evidence-Based Case for Single-Payer National Health Insurance 

 
Talking Point 12 

 
Every other industrialized, capitalist country has some 

form of non-profit national health care. 
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International Health Systems for Single-Payer Advocates 

By Dr. Ida Hellander
Director of Policy & Programs, PNHP

Health care systems in the Organization for Economic Cooperation and Development (OECD) 
countries primarily reflect three types of programs: 

1. In a single-payer national health insurance system, as demonstrated by Canada, Denmark, 
Norway, Australia, Taiwan and Sweden, health insurance is publicly administered and most 
physicians are in private practice. U.S. Medicare would be a single payer insurance system if it 
applied to everyone in the U.S. 

2. Great Britain and Spain are among the OECD countries with national health services, in which 
salaried physicians predominate and hospitals are publicly owned and operated. The Department 
of Veteran's Affairs would be a U.S. single payer national health service system if it applied to 
everyone in the U.S. 

3. Highly regulated, universal, multi-payer health insurance systems are illustrated by countries 
like Germany and France, which have universal health insurance via non-profit "sickness funds" 
or "social insurance funds". They also have a market for supplementary private insurance, or 
"gap" coverage, but this accounts for less than 5 percent of health expenditures in most nations. 

Sickness or social insurance funds do not operate like insurance companies in the U.S.; they 
don't market, cherry pick, set premiums or rates paid to providers, determine benefits, earn 
profits or have investors, etc. In most countries, sickness funds pay physicians and hospitals 
uniform rates that are negotiated annually (also known as an "all-payer" system). Princeton 
economist Uwe Reinhardt calls Switzerland's "sickness funds" quasi-governmental agencies**

There is no model similar to sickness funds *** operating in the U.S., although they are often 
confused with the Federal Employee Health Benefit Program (FEHBP), which is simply a group 
of for-profit private insurance plans with varying benefits, rules, regulations, providers, etc. The 
1993 Clinton health plan was an attempt to regulate private insurance companies in the U.S. to 
behave more like sickness funds, but the insurance industry defeated it. 

Bottom line: The most important point for single payer advocates is that every country with 
universal coverage has a non-profit insurance system. No country uses for-profit, investor-owned 
insurance companies such as we have in the U.S. (although they do have a small role in selling 
"gap" coverage).
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Notes: 

* The three basic models are general outlines, and there are many examples of "mixed models" 
(e.g. although Sweden has national health insurance, the hospitals are owned by county 
government, a feature more common to countries with a national health service). 

** Many countries are tinkering with how sickness funds operate (e.g. Germany). The most 
extreme change is in the Netherlands, which since 2006 has allowed the non-profit regional 
sickness funds to become for-profit insurance companies, and new insurance companies to form, 
in the hope that "competition" would control costs. After just one year of experience, the country 
has experienced 1) a wave of anti-competitive mergers of the insurers 2) emergence of health 
plans that "cherry pick" the young and healthy and 3) loss of universal coverage and the 
emergence of 250,000 residents who are uninsured and 4) another 250,000 residents who are 
behind on their insurance payments. All of the positive data from the Netherlands (on costs, 
infant mortality, quality, etc) is based on the system pre-2006 (personal communication, Hans 
Maarse). 

*** In the film "Sick around the World" five nation's health systems are shown. The U.K. is an 
example of a single payer national health service. Taiwan is an example of a single payer 
national health insurance. Germany, Japan, and Switzerland use multiple "sickness funds" that 
are non-profit and pay uniform rates to providers ("all-payer") 

The OECD regularly publishes a CD-ROM with 10+ years of comparative data for those 
interested in pursuing further research. It is available on the OECD website at www.oecd.org

Comparative studies of several nations' systems by Gerard Anderson at John Hopkins are on the 
Commonwealth Fund web site, www.commonwealthfund.org
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PBS Frontline Interview with T.R.Reid, Fall 2008

T.R. Reid is a veteran foreign correspondent for The Washington Post, a commentator for 
National Public Radio and the author of nine books, including three in Japanese. He is currently 
working on his 10th book, titled We're Number 37!, in which he compares America's health care 
system to others around the world. It is scheduled to be published by Penguin Press in early 
2009.

How did you choose the five countries featured in this report?

Two of our choices, Britain and Japan, were pretty obvious. I had lived in both countries, I had 
doctors there and knew the systems. I could speak the language, sort of, in both places.

Beyond that, we were looking for examples of each of the established models of health care 
systems. The U.K. uses the Beveridge model; Taiwan has chosen the Canadian-style National 
Health Insurance [NHI] model; Germany, Japan and Switzerland use the Bismarck model. We 
went to three Bismarck countries on the theory that these private-sector systems are more 
relevant to America than a British-style National Health Service.

I got interested in Taiwan because Taiwan's Health Ministry did what our film does; it traveled 
the world studying health care systems. In the end, Taiwan chose the Canadian model. We went 
to Switzerland because it is a ferociously free-market economy with politically powerful 
insurance and drug companies. But still, the Swiss managed to revamp their system, making it 
cheaper and fairer. We thought that might inspire Americans to believe that change is possible 
here, too.

You and your family lived in London and Tokyo; what was your experience with the health 
care systems there?

Our American family used the health care systems in Japan and Britain with considerable 
satisfaction. Fortunately, we never had a heart attack or cancer, but for the normal family 
medical problems -- flu, measles, broken bones, earache, etc. -- we got excellent care, with little 
or no waiting. During a trip to South Asia, I contracted a mysterious tropical disease that left me 
sick as a dog. When I got back to London, our family doctor diagnosed the problem precisely 
and found a fast cure.

In Japan, the prices were low; in Britain, there was no price at all. There was no bill! I loved that 
part of British health care.

In Japan my local government, Shibuya-ku -- it's a part of Tokyo -- sent me a card every year on 
my birthday, urging me to get a comprehensive physical. I could go to any doctor or hospital in 
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Shibuya, and the whole thing was free. When I did it, they checked everything -- and I mean 
everything -- that a man my age might have to worry about. This was a terrific example of 
preventive medicine.

In your upcoming book about health care you write about the five countries in this 
FRONTLINE report, as well as a few others. What are some of the good ideas America 
could learn from other countries?

As we say in the film, the World Health Organization studied every health care system on earth 
and rated the world's richest country 37th in terms of quality and fairness. The top ranking in that 
survey went to France, so I went there to see what they are doing right.

The French private insurance system covers all 61 million residents of France, with excellent 
health results. There's no "in-network" or "pre-authorization"; you can pick any doctor or 
hospital in France, and insurance has to pay the bill. Doctors are required to post their prices on 
the wall of the waiting room, so the mystery of American-style medical billing is removed.

Everyone in France has a green plastic card, the carte d'assurance maladie. That card has 
completely replaced paper billing and medical records. The result: administrative costs of 3 
percent, compared to 25 percent in the U.S.

While France has achieved 100 percent digital record keeping, the U.S. is years behind on this 
technology. President Bush has made it a national goal to have 50 percent of American health 
records in digital form by the year 2014. Who would have thought that France would clean our 
clock when it comes to high-tech innovation?

The Austrians, who seem to do everything with a clockwork precision, have a precise, modern 
health care system that is a model of careful organization and cost control. But I think Austria 
may be too small and not diverse enough to be a model for the U.S.

Canada's system is also pretty good. It has some notorious problems, including waiting lists, but 
I was impressed by Canada's relentlessly egalitarian approach to health care.

Yes, Canada is one country in particular that many Americans think about when they 
think of health care. Can you talk a bit about their system: how it's paid for, what works 
well, what needs fixing, and what we Americans get right and wrong when we talk about it.

Canada uses a National Health Insurance model; that means private providers but public 
financing. Everybody pays a premium to a single health insurer, run by the government. The 
Canadians call their system "Medicare," and in fact our system of Medicare for the elderly is a 
good example of the Canadian-style National Health Insurance model.

Canada's system started in a single province, Saskatchewan. The other provinces saw that it was 
working, and people demanded that it be expanded to the whole country. This suggests that if 
one American state set up a sort of Medicare-for-all system and it worked, then other states 
might demand the same kind of plan, and eventually we'd get a national system.
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As we said in the film, the Taiwanese hired a professor at Harvard to study health care systems 
around the world and choose a model for Taiwan. In the end, they picked the Canadian model, 
on the grounds that it is cheaper and fairer than the for-profit insurance system used in the U.S.

Canada is fairly stingy in paying for health care; it spends about half of what we do, on a per 
capita basis. This leads to scrimping. That's why Canadians often have to wait to see a specialist 
or have elective surgery. Some Canadians respond by crossing the border to buy treatment in the 
U.S. But most Canadians accept the delays, because they are roughly equal for everybody. A 
scholar there put it this way: "Canadians don't mind waiting lines, as long as the rich Canadian 
and the poor Canadian have to wait about the same amount of time."

There was another recent documentary about health care around the world: Michael 
Moore's Sicko. Did you have that film in mind when you set out to make this report?

I thought Michael Moore did a good job in describing the shortcomings of the U.S. system. He 
didn't pay much attention to our strengths: the best medical education in the world, the most 
innovative research, the best equipped hospitals. He is an advocate and had a point to make.

But Sicko was disappointing when Moore went overseas. He seemed to feel that all foreign 
health care systems are the same, that they are all "socialized" and that they all work great for 
low cost. I'd say that's simplistic and wrong. We set out to take a more careful look at the 
different models in different countries. We saw their problems as well as their successes.

All five of these countries have achieved universal coverage for their citizens, but all five 
are grappling with rising costs as well. Is this simply a worldwide problem, or is there a 
fundamental difference between America's rising health care costs and those in other 
countries? Which countries may be better able to keep a lid on them, and why?

Health care costs are rising everywhere, largely because health care is getting better. Doctors 
routinely save lives now that would have been lost a decade ago. A lot of this is due to new 
technology, and new technologies cost money. We shouldn't complain about this. It's hard to 
imagine anything more worth our money than good health and longer, happier lives. But this is 
the reason all the countries we visited are struggling with rising costs for health care.

In countries where there is a single health care system -- and thus a single pool of money to pay 
for it -- it is somewhat easier to control costs. Britain's NHS often decides, for example, that it 
won't pay for kidney dialysis for a 90-year-old. That means somebody's grandmother will die, 
but at least Grandma and her relatives know that the money saved is going to be used to help 
some sick baby or some accident victim.

Limits like that are harder to impose in the U.S. because the money saved here doesn't 
necessarily help another sick person. If Aetna or United Health declines to pay for somebody's 
dialysis, the money saved is likely used for dividends to the stockholders or bonuses for the 
executives. That's a little harder to swallow for the relatives of the sick patient.
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It was interesting to learn in the report that some of Switzerland's drug companies make 
one-third of their profits in the U.S. market. Are we subsidizing these other nations' 
prescription drugs, and what would happen if America clamps down on prices?

Yes, we subsidize the whole world. Americans pay more for pills than people in any other 
country. Sometimes, the same tablet made in the same factory costs $1 in the U.S. and 20 cents 
in Britain. If we could negotiate lower prices in the U.S., the drug companies would then try to 
raise prices overseas to make up for the lost revenues.

The pharmaceutical industry spends billions on research. Drug companies say they would have 
to reduce R&D if Americans paid less for their drugs, but the companies spend more on 
marketing than they do on research. In Switzerland, when the government started negotiating 
lower prices for drugs, the companies cut their marketing budgets and maintained the level of 
R&D.

For the first time since 1992, health care is, according to a Kaiser Foundation poll, a top-
three concern for voters, after the economy and Iraq. Do you think that reform is going to 
happen this time?

Yes. I am confident that we're going to do it. I think Americans are ready for fundamental 
change, for two reasons.

First, our system is so expensive and inefficient that we can't afford it anymore. It's a big 
competitive disadvantage for U.S. industry. Second, Americans are too decent and too generous 
to accept a system that leaves tens of millions of our fellow citizens without access to health 
care. [According to the Institute of Medicine,] about 18,000 Americans die each year because 
they can't get the medical treatment that would save their lives. That's morally unacceptable.

So I think both the fiscal and the moral imperative will drive us to major change in 2009.

You note at the end of the report that none of the 2008 presidential candidates' plans really 
encompass the ideas you found abroad. Do you think there's a distinctly American 
approach that can solve the problems in our system?

To me, the candidates all seem to be tinkering at the margins of a system that needs fundamental 
change.

What we've learned overseas is that successful national systems have settled on one model -- be 
it Beveridge, Bismarck or NHI -- for everybody. This is fairer, cheaper and far more efficient 
than our badly fragmented crazy-quilt system.

I don't think the systems we see in our film are un-American. The British system -- the 
Beveridge model -- is the same system used by the U.S. Veterans Administration. If this is un-
American, why do we use it for America's military heroes? And the Canadian system -- the 
National Health Insurance model -- is the model for Medicare. If it were un-American, would we 
use it for 36 million elderly Americans?
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This is not the first project you've done that looked at how other nations address social 
issues differently -- and often with better results -- than the United States. Has this 
approach drawn criticism that you're being too hard on America?

Anybody who dares say that other countries do anything better than America is liable to be 
called unpatriotic.

I wrote a book, Confucius Lives Next Door, pointing out that East Asian countries in the 
Confucian cultural sphere have much lower crime rates than the U.S., more stable families, 
almost no single mothers. And when I went on talk radio to promote this book, the hosts would 
say, "You hate America," or, "Well, if Asia is so much better, why don't you just move there?"

In fact, facing up to your country's problems and trying to fix them is a sign of love for your 
country. The person who really cares about his college, his company or his country is the person 
who recognizes its shortcomings and tries to improve things. And one excellent way to do that is 
to study how other colleges, companies and countries have dealt with the same problem.

There are many cherished elements of American life that we copied from other countries: the 
Interstate Highway System (Germany), text messages (Finland), sushi (Japan), and American 
Idol (Britain). So it can't be unpatriotic to suggest that we could cure our ailing health care 
system by borrowing ideas from overseas.

This report is about health care, but it's also a travelogue of sorts. What was the most 
memorable moment from your travels in making this report?

I heard Big Ben toll the hours; I rode the bullet train past Mount Fuji; I ate leberwurst mit 
sauerkraut in Berlin; I flew a fighting kite on a beach in Taiwan; I strolled the breezy shore of 
Lac Léman with the president of Switzerland. All in all, a lovely trip.

For me, the best moment came at a new hospital in the fishing village of Jinshan, on the east 
coast of Taiwan. We went there with Professor Bill Hsiao of Harvard, the guy who designed 
Taiwan's new health care system. In the hospital lobby, we met a woman, Mrs. Lee. She told me 
that her mother got breast cancer in the 1980s, when Taiwan had no [national] health care system 
and Jinshan had no hospital. Her mother died. In the late 1990s, the daughter, Mrs. Lee, also got 
breast cancer. By then, Jinshan had the new hospital and a health care system that gave Mrs. Lee 
treatment. She is now completely recovered.

I pointed out Professor Hsiao. I said, "Right over there is the guy who set up the health care 
system that treated your cancer." So Mrs. Lee walked shyly over to Bill Hsiao; she gave him just 
a tiny, almost imperceptible bow. I thought it was a moving way for someone to say, "Thank you 
for saving my life."
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Section II: The Evidence-Based Case for Single-Payer National Health Insurance 

 
Case Study: Canada 

 
Despite spending far less per capita for health care, 

Canadians are healthier and have better health 
outcomes and better measures of access to health 

care than Americans. 
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ABSTRACT 

 

Background: Differences in medical care in the United States compared with Canada, including greater reliance on pri-

vate funding and for-profit delivery, as well as markedly higher expenditures, may result in different health outcomes. 

Objectives: To systematically review studies comparing health outcomes in the United States and Canada among patients 

treated for similar underlying medical conditions. 

Methods: We identified studies comparing health outcomes of patients in Canada and the United States by searching mul-

tiple bibliographic databases and resources. We masked study results before determining study eligibility. We abstracted 

study characteristics, including methodological quality and generalizability. 

Results: We identified 38 studies comparing populations of patients in Canada and the United States. Studies addressed 

diverse problems, including cancer, coronary artery disease, chronic medical illnesses and surgical procedures. Of 10 studies 

that included extensive statistical adjustment and enrolled broad populations, 5 favoured Canada, 2 favoured the United 

States, and 3 showed equivalent or mixed results. Of 28 studies that failed one of these criteria, 9 favoured Canada, 3  fa-

voured the United States, and 16 showed equivalent or mixed results. Overall, results for mortality favoured Canada (relative 

risk 0.95, 95% confidence interval 0.92–0.98, p = 0.002) but were very heterogeneous, and we failed to find convincing ex-

planations for this heterogeneity. The only condition in which results consistently favoured one country was end-stage renal 

disease, in which Canadian patients fared better.  

Interpretation: Available studies suggest that health outcomes may be superior in patients cared for in Canada versus the 

United States, but differences are not consistent.  
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ANADA AND THE UNITED STATES ARE SIMILAR IN 

many ways, and until 40 years ago their health care 

systems were nearly identical. At that time Canada 

adopted a national insurance program (medicare). Simul-

taneously, the United States implemented its Medicare 

program for elderly people. 

Although both nations continue to rely largely on private 

funding for drugs, they now differ substantially in both the 

financing and delivery of physician and hospital services.1 

With respect to financing, Canada has virtually first-dollar, 

universal public coverage of hospital and physician serv-

ices. With respect to delivery, not-for-profit institutions 

provide almost all hospital services, and large for-profit or-

ganizations are almost entirely excluded from the provision 

of physician services. In contrast, the United States relies 

on a mixture of public and private insurance to finance 

health care, and leaves 16% of the population without cov-

erage. Investor-owned for-profit providers play a substan-

tial role.  

The United States also spends far more on health care, 

i.e., approximately 15% of its gross domestic product versus 

about 10% in Canada. In 2003, Americans spent an esti-

mated US$5,635 per capita on health care, while Canadians 

spent US$3,003.  

How do these alternative approaches to health care 

financing and delivery affect health outcomes? Although a 

number of factors beyond the health care system influence 

the health of populations, for conditions amenable to medi-

cal treatment the health care system is a major determinant 

of outcomes.2,3 The choices the United States and Canada 

have made may influence access and quality of care, and 

hence morbidity and mortality. To inform debate on this is-

sue we undertook a systematic review addressing the fol-

lowing question: Are there differences in health outcomes 

(mortality or morbidity) in patients suffering from similar 

medical conditions treated in Canada versus those treated 

in the United States?  

Methods 

Interested readers can obtain the detailed protocol for this 

review from the corresponding author. In brief, the formal 

search included papers and abstracts published up to the 

end of 2002. The process was standard for systematic re-

views: definition of eligibility criteria; a broad search identi-

fying possibly eligible titles and abstracts; selection of titles 

and abstracts that might possibly be eligible; selection of 

eligible reports from review of full documents; and abstrac-

tion of descriptive information, validity, and outcome data. 

 

Eligibility criteria 

We included published and unpublished prospective or ret-

rospective observational studies comparing health out-

comes (mortality or morbidity) in Canada and the United 

States for patients of any age with the same diagnosis. We 

excluded randomized trials, studies that identified the pa-

tients on the basis of the occurrence of one of the adverse 

health outcomes of interest, and national disease-specific 

mortality studies that failed to define the population at risk 

(that is, those with the disease of interest). For instance, we 

excluded studies of national rates of death from cancers be-

cause lower mortality may be due either to a lower inci-

dence of cancer or to better care for those with the disease.  

The review process required many methodological deci-

sions not fully anticipated in the initial protocol. These in-

cluded issues regarding eligibility. For instance, we consid-

ered whether or not to consider low-birth-weight a disease. 

We decided not to do so because it has a wide variety of so-

cial and medical causes with associated differences in prog-

nosis. On the other hand, we decided to include studies of 

the outcomes of pregnancy because we considered that 

prenatal and obstetrical care were potentially important 

types of care that we could legitimately assess. We dis-

cussed whether to include studies that evaluated critically 

ill patients with an array of diagnoses. We decided to do so 

on the basis that acute illness severity scores are very pow-

erful predictors of outcome across a range of critically ill 

populations.  

Only members of our team who were both blinded to the 

results of the studies in question and had expertise in the 

clinical issue at hand participated in these decisions.  

 

Study identification 

A professional librarian (N.B.) conducted a search for 

the studies in bibliographic databases that included 

EMBASE (1980–Feb. 2003), MEDLINE (1966–Feb. 

2003), HealthSTAR (1975–Feb. 2003), EBM Reviews — 

Cochrane Central Register of Controlled Trials (2003, Is-

sue 1) and Dissertation Abstracts Ondisc (1969–Feb. 

2003). The search included an iterative process to refine 

the search strategy through testing of several search 

terms and incorporation of new search terms as new 

relevant citations were identified.  

We further conducted a “cited reference search” in Web 

of Science on the relevant papers and used the “related arti-

cles feature” in PubMed. After reviewing 1,357 of the “re-

lated articles” and “cited reference” search results and find-

ing only one potentially (but not ultimately) eligible article, 

we discontinued that part of the search. 

 

Screening process 

Our initial search identified 4,923 potentially eligible 

studies (Fig. 1). Teams of two reviewers independently 

evaluated titles and, when available, abstracts to determine 

whether or not the articles might meet eligibility criteria. If 

C 



199

R e v i e w                                                                                             Guyatt et al 

Open Medicine 2007:1(1):e27-36 

either reviewer concluded that there was any possibility 

that the article would fulfill eligibility criteria, we obtained 

the full-text publication.  

Assessment of study eligibility 

Research staff masked the results (blacked out the results 

in tables and text) of all studies identified for full evaluation 

in the screening process. Teams of two reviewers independ-

ently assessed all studies identified for full evaluation and 

resolved disagreements by discussion. Reviewers never as-

sessed the same report at the title/abstract stage and at the 

full report stage.  

For papers deemed eligible, two data abstractors with 

access to the unmasked paper reviewed the eligibility deci-

sion. If the data abstractors had questions about eligibility, 

the pair of reviewers who initially adjudicated the full 

blinded paper was informed of the reason for the concern 

and, still blind to results, reevaluated their initial decision. 

Their decision after this second review was deemed final. 

 

Methodological quality assessment 

and data abstraction 

Teams of two reviewers independently assessed the meth-

ods and abstracted data from all eligible studies; they re-

solved disagreements through discussion. Information 

relevant to the methodological quality of the studies in-

cluded the study design, the populations selected (criteria 

for diagnosis, similarity of patient groups in the two nations 

and the degree to which the studied population was repre-

sentative of the wider universe of patients with the diagno-

sis), measurement of outcome (that is, the extent to which 

the outcome measures were defined similarly, and moni-

tored similarly), loss to follow-up, and the extent of risk ad-

justment for confounders that might affect prognosis. 

Other data we abstracted included the geographic region in 

which the study was conducted, the period of observation, 

the number of participants, and the main outcomes.  

We classified studies as being of high or low quality ac-

cording to the following two criteria:  

1. Did the investigators adequately adjust for prognostic 

differences? Specifically, we considered adjustment 

inadequate if either disease severity or comorbidity 

were not considered in the analysis. In the case of 

cancer, this decision resulted in only studies docu-

menting cancer stage being rated as of high quality. 

2. Did the investigators enroll a sufficiently diverse and 

representative population that it is plausible that the 

outcomes in patients studied are representative of the 

outcomes in the country at large? Studies might enroll 

similar populations, and adjust for prognostic differ-

ences, but only examine one delivery site in each 

country, or only sites in a single state. Such studies 

would fail the second criterion. We considered studies 

that enrolled patients from a number of regions, or from 

a very large population within a region, as meeting this 

criterion. 

For each study, two reviewers blinded to outcome inde-

pendently made the rating of high or low quality. If we identi-

fied apparently contradictory decisions across pairs of review-

ers (for instance, if one set of reviewers rated a study using Ca-

nadian and United States cancer databases as high quality, and 

another team rated a different study using the same databases 

as low quality), we informed reviewers of the inconsistency. 

The reviewers resolved the issue through discussion. 

In response to editorial suggestions, we further evaluated 

the issue of representativeness with more rigorous and explicit 

criteria. We considered studies as fully representative only if 

samples in both countries were drawn from similar popula-

tion-based registries that included at least one entire Canadian 

province and at least two entire American states, or a random 

sample of patients from at least an entire province and two en-

tire American states. 

For all eligible studies, we sent the original authors our 

summary of the information abstracted from their article and 

asked them to correct and complement as they saw fit (11 

authors, representing 16 studies, responded). When authors 

provided additional specific information or corrections, we in-

corporated these in our descriptive tables. For two eligible ab-

stracts,4, 5 we requested and received a complete description of 

the study from the authors.  

Data analysis 

When studies reported any outcome of importance to pa-

tients (morbidity, mortality, or quality of life) but did not 

state statistical significance, we calculated associated p val-

ues using a threshold of 0.05 for significance.  

Because it was the most reliably and consistently meas-

ured outcome, we restricted the meta-analyses to the out-

come of total mortality. When studies presented outcome 

data at 1 and 6 months, we included data at 6 months, rea-

soning that if outcomes differ at 1 but not 6 months this is 

likely to be of limited importance to patients.  

The statistical analysis included each non-overlapping 

study that provided the proportion of patients who died ei-

ther in Canada or the United States, along with the associ-

ated variance (or data that allowed its calculation). We 

pooled the results using a random-effects model. We assess 

heterogeneity in results using the Cochrane’s Q test,6 and 

calculated the I2.7 Relative risk was used as the summary 

statistic. When articles reported separate procedures (for 

instance, mortality for different operations; mortality for 

different cancers), we treated each patient population as if  
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Table 1: Summary of findings 

 High-quality 
studies 

Low-quality 
studies 

Results favoured United States 2 3 

Results favoured Canada  5 9 

Mixed or equivocal results 3 16 

it came from a separate study. Similarly, if an article re-

ported major sub-populations within a patient group (such 

as low and high income), we treated these groups as com-

ing from separate studies. We created funnel plots to pro-

vide graphical evaluation of publication bias and used a sta-

tistical technique suggested by Egger to provide a quantita-

tive evaluation of the likelihood of publication bias.8 

To try to explain heterogeneity in effect estimates from 

individual studies, we conducted meta-regression analyses 

in which an additive between-study variance component of 

residual heterogeneity was used in accordance with the 

random effects. The dependent variable was the log of the 

relative risk. The independent variables were based on the 

following a priori hypotheses explaining heterogeneity:  

¥ overall study quality based on adequacy of adjustment 

for potential confounders and representativeness of the 

sample 

¥ source of the data (primary data collection versus 

administrative database) 

¥ whether care was primarily out-patient or in-patient  

¥ the extent to which US patients had health insurance 

(in-hospital studies involving primarily those ≥65 years 

of age or any study undertaken in Veterans Admini-

stration facilities will have excluded most uninsured 

people)  

¥ completeness of follow-up 

¥ whether the US site included or was restricted to New 

England (hypothesized to have better outcome than in 

other areas of US)9  

¥ the underlying health problem (renal failure, cardiol-

ogy, cancer, surgery, and other) 

¥ data collection before or after the median date of 1986 

(we initially considered the key date for Canada before 

or after all provinces entered into Medicare [1970], and 

for the United States before or after the introduction of 

Medicare and Medicaid [July 1, 1966]; this choice, 

however, would have led to insufficient variability: al-

most all the data came from after 1970).  

Results 

As presented in Figure 1, of the 4,923 titles and abstracts iden-

tified, 498 appeared potentially eligible on initial review, and 

42 of these proved eligible on review of the full article. We 

excluded three of these publications because the data over-

lapped substantially with those in another report that was 

eligible and included.10-12 One study was reported in two 

complementary articles.13, 14 

Table 1 summarizes the results in terms of high- and low-

quality  studies, andwhether  results favoured the United-

States, Canada, or showed mixed findings or no difference. 

Tables 2 to 4 present key methods and results  beginning 

with the highest-quality studies   from   population   registries 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

   Fig. 1: Methodological steps in systematic review. 

 

4923 titles identified 
 

HealthSTAR: 33 

Cochrane: 125 

MEDLINE: 1249 

EMBASE: 1031 

PubMed: 2444 
Web of Science: 8 

Initial screening of titles and  
abstracts (low threshold for  
retrieval: 498 articles retrieved) 

Masking of potentially eligible 
studies (results hidden with black 
marker) 

Masked studies assessed for  
eligibility: 42 articles deemed  
eligible, 3 excluded because  
of overlapping populations,  
2 articles reported on 1 study, 
thus 38 eligible studies 

Validity assessment and data ex-
traction (in duplicate with consen-
sus) 

Data analysis; construction of evi-
dence tables 
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with adequate adjustment (unshaded); then the intermedi-

ate quality studies that were reasonably representative and 

had adequate adjustment (lightly shaded); and finally the 

low-quality studies in which the populations were unrepre-

sentative or adjustment was inadequate (shaded).  

Of the 5 studies that reported superior outcomes in the 

United States, we classified 2 as high quality (one of which 

utilized population registries) and 3 as low quality (Table 

2). Of the 2 high-quality studies, one presents results from a 

population-based registry that showed higher 30-day post-

operative mortality after hip fracture in Manitoba and Que-

bec in comparison to several American states.15 Canadians 

had longer wait times for surgery, longer post-operative 

lengths of stay, and higher inpatient mortality. Differences 

in mortality were not, however, attributable to differences 

in wait times for surgery. Furthermore, the increase in mor-

tality did not persist over time, and Canadian outcomes 

proved superior for several other surgical procedures16, 17 

(Table 4).  

The second high-quality study was prospectively de-

signed to examine outcomes of cataract surgery in a num-

ber of countries, including Canada and the United States.13, 

14 The two reports of this study fail to describe the mix of in-

sured and uninsured patients in the US sample.  

The first of the low-quality studies favouring the US pre-

sented results from administrative databases in the United 

States and Ontario and showed similar survival in patients 

with colon and lung cancer and Hodgkin’s lymphoma, but 

superior survival in American breast cancer patients.18 An-

other study using the same databases over a somewhat dif-

ferent (but overlapping) period showed similar results for 

breast cancer and Hodgkin’s disease, but found an overall 

survival advantage for American patients in colon cancer 

and Canadian patients in lung cancer19 (Table 4). Two stud-

ies that used the same database but restricted their analysis 

to Toronto versus American cities that the authors consid-

ered comparable showed a significant advantage20 or a 

trend21 toward superior survival in breast cancer patients in 

Canada versus the United States (Table 3). 

Other low-quality studies  favouring the United States 

include populations of patients with rheumatoid arthritis22 

and patients after myocardial infarction (MI)23. In the latter 

study looking at only one Canadian and one US hospital, 

more aggressive treatment in the United States was associ-

ated with superior functional status, but not with any dif-

ference in recurrent MI or death. Another much larger ob-

servational study also found greater use of invasive treat-

ments in the US with superior functional status, but similar 

death and reinfarction (though higher stroke) rates24 (Table 

4). These results are not completely consistent across stud-

ies. Indeed, one study that included 14 American and 4 Ca-

nadian sites and over 2,000 patients demonstrated similar 

rates of invasive procedures in patients who experienced 

non-Q wave MI and unstable angina, with a lower rate of 

recurrent ischemia in hospital, at 6 weeks, and at 1 year in 

Canadian patients25 (Table 3). The finding of similar rates 

of cardiovascular deaths in MI patients, with the exception 

of slightly lower death rates in American elderly patients in 

the first 3 months after MI,26 does appear consistent27 (Ta-

ble 4). 

Of the 14 studies that demonstrated superior outcomes 

in Canada, we classified 5 as high quality (3 from popula-

tion-based registries, including all patients from at least 

one Canadian province and two US states) and 9 as low 

quality (Table 3). Five studies, two high quality (one from a 

population-based registry) and three low quality, showed 

consistently lower mortality in Canadian than American 

patients with renal failure (Table 3). These studies included 

administrative database studies of black patients receiving 

renal transplants,28of Manitoban and American patients re-

ceiving either hemodialysis or peritoneal dialysis,29 and of 

the entire Canadian and American populations receiving 

peritoneal dialysis30 or any dialysis.4, 31 Another study that 

almost certainly used similar data sources but did not re-

port their methods as thoroughly also suggested lower mor-

tality in Canadian than American patients receiving dialysis 

or renal transplants.32 The strongest study from a data col-

lection and adjustment point of view (though with a small 

number of American patients and not drawn from a popu-

lation-based registry), a prospective cohort study in which 

the investigators were responsible for data collection, 

showed lower mortality in Canadian patients undergoing 

peritoneal dialysis.33  

The most rigorous of the dialysis studies, taking into ac-

count both sampling and adjustment, used data from 5,192 

patients in the US case-mix severity study (a random sam-

ple of all Americans who began dialysis in 1986 or 1987). 

The investigators complemented these data with clinical 

and administrative records from the Henry Ford Hospital 

in Detroit, Michigan, and review of charts of all patients 

(549) with end-stage renal disease treated in the province 

of Manitoba between 1983 and 1989.29 Case-mix adjust-

ment included age, sex, and a wide range of comorbidity 

(including diabetes, coronary artery disease, heart failure, 

respiratory disease, and cancer). After adjustment for both 

case-mix and treatment variables (including likelihood of 

transplant) the relative mortality rate was 47% higher in the 

US population (95% confidence interval [CI] 16%–87%). 

One could argue that treatment variables should not have 

been included in the adjustment. If so, the increased risk of 

death in the American population would have been even 

higher. By far the biggest treatment-related variable that 
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had an impact on mortality was dialysis (relative mortality 

0.53 in those transplanted). Transplantation rates were 

35% in Manitoba and 17% in the American sample. 

A series of reports used the National Cancer Institute’s 

Surveillance, Epidemiology, and End Results (SEER) and 

the Ontario Cancer Registry (OCR) to compare cancer pa-

tients’ outcomes. Two of these population-based studies 

also conducted chart reviews in a sample of Canadian pa-

tients to obtain staging information not available in the 

OCR database. These investigations showed lower mortal-

ity rates in lower stage supraglottic and glottic cancer in 

Canadian patients, along with lower rates of laryngec-

tomy.34, 35 The stronger of these studies, focusing on pa-

tients with glottic cancer, supplemented electronic data 

from population-based cancer  

registries with chart review, hospital discharge data, and  

clinical databases and was able to adjust for stage, age, and 

sex. Laryngectomy rates across all stages were 5% in Can-

ada and 13.9% in the United States. Survival was similar in 

patients with higher-stage disease, but Canadian patients 

with lower-stage disease showed a statistically significant 

survival advantage in years 2, 3, and 4. 

The other studies utilizing these databases are weaker 

because they do not adjust for cancer stage or severity. One 

set of reports compared Toronto to a number of American 

cities and suggested that poorer Canadian patients fared 

better than their American peers.20, 21, 36 These results were 

only partly consistent with a report from the entire SEER 

database and the entire province of Ontario that supported 

the finding of better outcomes in poorer Canadians than 

Americans, but also suggested that wealthier Americans 

with cancer may fare better than wealthier Canadians19 

(Table 4). Another study that used the same databases and 

focused on head and neck cancer showed mixed results37 

(Table 4). Other mixed findings from studies using these 

databases are described earlier in the Results. 18, 19 Three 

smaller studies of cancer patients that relied on chart re-

view showed no differences in outcomes between Canada 

and the United States (Table 4).38-40 

A high-quality population-based study that looked at the 

entire cystic fibrosis population in both countries showed 

apparent benefits in height and weight from Canadian 

care41 (Table 3). A second study restricted to one Canadian 

and one US institution suggested higher survival in Cana-

dian cystic fibrosis patients.42 A study comparing AIDS pa-

tients in British Columbia to those in a number of American 

cities suggested lower death rates in Canadian patients; the 

only adjustment was for baseline CD-4 count.43  

Of the 19 studies that demonstrated comparable or 

mixed outcomes, we classified 3 as high quality (two using 

population-based registries) and 16 as low quality (Table 4). 

We have described some of these studies in the context of 

studies included in Tables 2 and 3. High-quality studies re-

lying on administrative databases of broad populations 

have shown equivalent mortality in Canada and the US in 

coronary artery bypass grafting,44 lower mortality in Canada 

in a variety of low and moderate risk surgeries, and higher 

short but not long-term mortality in high-risk surgeries, in-

cluding hip fracture repair.16, 17 Lower-quality studies have sug-

gested a similar incidence of low-birth-weight infants,45 no dif-

ference in outcomes in asthmatic patients presenting to emer-

gency departments,5 no difference in outcomes in critically ill 

patients46 or demented patients admitted to hospital,47 and 

no differences in functional status in patients with rheuma-

toid arthritis.48 A study that relied on volunteer call-in 

found that Canadian women with nausea and vomiting of 

pregnancy had more depression and more adverse effects 

on marital relationships, but fewer lost hours of paid work, 

less hospitalization, and less weight loss than did American 

women suffering from the condition.49 A study that relied 

on an administrative database from one US and one Cana-

dian hospital found higher intensive care unit (ICU) admis-

sion rates and longer ICU stays, but shorter overall hospital 

stays, in US patients hospitalized for trauma.50 

Statistical analysis 

The statistical analysis was based on results of 83 popula-

tions in 23 studies that reported all-cause mortality with 

sufficient completeness for inclusion.15-18, 20-23, 25-27, 29, 33, 37-40, 

42, 43, 46, 47, 50 In Figure 2, which depicts the distribution of the 

log of the relative risk against the precision of the estimates 

(the inverse of the standard deviation of the log RR), values 

to the left of 0  favour Canada and values to the right of 0 

favour the United States. The pooled relative risk of dying 

in Canada versus the United States was 0.95 (95% CI 0.92 

to 0.98, p = 0.002, heterogeneity p < 0.0001, I2 = 0.94). 

The plot suggests some asymmetry, with a number of low-

precision studies favouring Canada without corresponding 

studies favouring the United States. This is consistent with 

the statistical analysis, which suggested rejecting the null 

hypothesis of no asymmetry (p = 0.02). One possible ex-

planation for this result is publication bias in Canada’s fa-

vour. 

Table 5 presents the results of the univariable and multi-

variable regressions. The results show no variables as sig-

nificant in the univariable model, whereas several are sig-

nificant in the multivariable model: study quality (higher-

quality studies tend to favour the US); whether New Eng-

land was included (inclusion of New England tends to an 

estimate of lower mortality in Canada); and disease cate-

gory (renal failure, cancer, and surgery tended to  favour  
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Fig. 2: Funnel plot for all-cause mortality,  

US versus Canadian studies. 

 

Canada; cardiology and other studies tended to  favour the 

US). Neither the univariate models, nor the multivariate 

model (despite apparently explaining 49% of the variance) 

were stable. For instance, omission of two relatively large 

studies that represented outliers resulted in very different 

results. 

 

Interpretation 

In this systematic review, we demonstrated that although 

Canadian outcomes were more often superior to US out-

comes than the reverse, neither the United States nor Can-

ada can claim hegemony in terms of quality of medical care 

and the resultant patient-important outcomes. In virtually 

all areas, study results have demonstrated some apparent 

advantages for Canada and others for the United States. In 

cancer, where a number of strong studies have used popu-

lation-based registries, Canadian outcomes appear superior 

in head and neck cancer, and possibly for low-income pa-

tients with a variety of cancers; American women with 

breast cancer appear to have better survival rates than Ca-

nadian women. In data from population-based registries, 

Canadians enjoy better risk-adjusted survival after a variety 

of surgeries, but American outcomes appear superior after 

hip fracture repair and cataract surgery. Studies that do not 

utilize population-based registries suggest that Americans 

have, possibly as a result of more aggressive interventions, 

less angina after MI, but the benefit may come at the price 

of increased strokes and bleeding. There is one area in 

which Canadian outcomes appear consistently superior: 

end-stage renal failure. Even here, however, as we shall dis-

cuss, one cannot be certain that superior medical care is re-

sponsible for the differences. 

The strengths and limitations of this systematic review 

bear on its interpretation. We established a team that in-

cluded expertise in medicine, clinical epidemiology, health 

economics, health policy, and health services research in 

both Canada and the United States, developed explicit eli-

gibility criteria, and conducted a comprehensive search that 

uncovered a number of eligible articles not included in a 

previous systematic review.51 We excluded studies, such as 

randomized trials of medical interventions in which Cana-

dian investigators recruited some patients and American 

investigators others, in which care would be idiosyncratic 

or atypical of care in usual clinical practice. Our thorough 

examination of each study addressed issues of validity (se-

lection of populations, adjustment for confounders, loss to 

follow-up) and generalizability (breadth of samples, includ-

ing specifying studies that came from population-based 

registries).  

Reviewers who determined eligibility and judged validity 

and generalizability were blind to the results of the study. 

In decision-making regarding methodologic issues that 

arose as the review progressed, we recused investigators 

who were aware of the study results. We made explicit a 

priori hypotheses regarding possible sources of heterogene-

ity, and tested these hypotheses in a thorough statistical 

analysis. Our results are consistent with those of a prior 

systematic review that completed its search (less compre-

hensive than ours) in 1997, conducted a limited assessment 

of study validity, and failed to conduct a formal meta-

analysis.51  

The main limitation of our review is in the uneven qual-

ity of the original studies, and the threats to validity that 

remain even in those studies of high quality. There were 

two key ways a study could fail to adequately address our 

question: either the population might be small or narrow, 

or the investigators might not carry out statistical adjust-

ment for potential differences in underlying prognosis. 

Most of the studies we identified failed one of these two cri-

teria (Tables 2–4). 

Even studies that meet these criteria, and meet the more  

rigorous criterion of utilizing population-based registries, 

present challenges with respect to their interpretation. In 

general, a health care system can improve outcomes in two 

ways. One is to facilitate early entry to care, including pre-

ventive care, and thus avoid unnecessary morbidity and 

mortality. For instance, if access to primary care is easy and 

without financial obstacles, one might expect superior out-

comes in hypertension (e.g., fewer strokes). Alternatively, a 

system might generate better outcomes by better treatment 

of serious morbidity once it arises. For instance, stroke pa-

tients may be more likely to receive early thrombolysis, 

thromboprophylaxis, and multidisciplinary rehabilitation.  
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If a health system does better in early identification and 

treatment, diseased patients in that system will appear less 

ill. Statistical adjustment for severity of illness is in general 

appropriate – one wouldn’t want to attribute to better care 

what is in fact due to a better prognosis. The risk, however, 

is that the adjustment will obscure the benefits of early 

identification and treatment.  

Such issues become relevant in comparisons of out-

comes between Canada and the United States. For instance, 

the United States does a better job of screening women for 

breast cancer.52 To the extent that early diagnosis reduces 

breast cancer deaths, one would expect a survival advan-

tage for American women. At the same time, any apparent 

increase in longevity may be largely, or even completely, 

due to the length and lead-time biases inherent in observa-

tional studies of screening. 

A number of studies using the American National Can-

cer Institute’s Surveillance, Epidemiology, and End Results 

Program (SEER) and the Ontario Cancer Registry (OCR) 

have addressed breast cancer outcomes. Although studies 

using these databases and examining Toronto versus a 

number of US cities suggest higher breast cancer survival in 

low-income Canadian women than in their American coun-

terparts,20,21,36 several studies using the entire database 

have suggested superior overall breast cancer survival in 

American women.18, 19, 32 We rated these studies as low 

quality because of failure to adjust for disease stage. If 

higher screening rates or better self-detection in the US re-

sult in the identification of earlier stage histologic cancers 

that would have remained asymptomatic and dormant, 

studies would demonstrate superior survival despite 

equivalent medical care. On the other hand, perhaps there 

is a true American advantage that results from higher rates 

of screening52 or from superior care after diagnosis. The 

data do not allow assessment of the relative likelihood of 

these possible explanations. 

These studies raise another important limitation of the 

current data. Canada has largely53 (though not completely52, 

54) eliminated gradients in access to care by socioeconomic 

status that remain in the United States,55, 56 and this may 

contribute to Canada’s smaller socioeconomic gradients in 

health outcome.57 If this were so, one would expect that 

studies focused on poorer individuals would reveal superior 

outcomes in Canada, whereas differences might be ob-

scured in studies of entire populations. Indeed, the cancer 

studies by Gorey and colleagues20, 21, 36 and by Boyd19 sug-

gest this may be the case. At the same time, it is possible 

that being able to pay for better care might lead to better 

outcomes in those with high incomes in the US versus Can-

ada. Indeed one of the studies in cancer patients suggested 

this possibility.19 Unfortunately, these are the only studies 

that explore gradients in outcome across socioeconomic 

status. 

Although the overall effect in the meta-analysis may be 

of some interest (a 5% reduction in relative risk of all-cause 

mortality in Canada versus the United States) the large 

variability in study results (heterogeneity p < 0.0001, I2  

94%, Figure 2) makes the pooled estimate difficult to inter-

pret. Our primary reason for conducting the statistical 

analysis was, through meta-regression, to explore possible 

explanations of variability in results and provide adjusted 

estimates of relative risk. This exploration proved difficult 

to interpret. Although the multivariate model identified ap-

parent sources of heterogeneity and provided adjusted es-

timates of relative risk (Table 5), the results were inconsis-

tent between univariate and multivariate approaches, and 

both the univariable and multivariable models were very 

unstable. Thus, we do not feel confident that the statistical 

modeling has provided either a satisfactory explanation for 

the study-to-study variability in results or credible esti-

mates of adjusted relative risk.  

One group of patients fared consistently better in Can-

ada than in the U.S., those with end-stage renal disease.4, 28-

33 Whether in hemodialysis programs, peritoneal dialysis, 

or after receipt of renal transplants, Canadians survive 

longer. The larger proportion of Americans than Canadians 

who begin dialysis treatment confounds interpretation of 

this finding. Perhaps Americans fare worse because a larger 

number of sicker patients enter dialysis. On the other hand, 

it may be that the larger proportion of Americans on dialy-

sis reflects a lower threshold to start dialysis, and thus a less 

sick dialysis population. The limited available evidence 

suggests that thresholds for dialysis are in fact similar in the 

two countries.58 Furthermore, two high-quality studies that 

included extensive adjustment for comorbidity29,33 still 

show substantially lower mortality in Canadian patients, 

suggesting that imbalance in risk cannot explain superior 

Canadian outcomes.  

Nevertheless, the weight of the evidence strongly sug-

gests that Canadian end-stage renal patients truly have 

higher survival than those in the US. The explanation for 

this difference may lie in differences in the ownership of di-

alysis facilities. Virtually all Canadian dialysis care is not-

for-profit, while for-profit providers deliver approximately 

75% of American care for end-stage renal failure. A system-

atic review has shown a higher mortality in patients under-

going dialysis in for-profit centres.59 

Despite the limitations of the available studies, some ro-

bust conclusions are possible from our systematic review. 

These results are incompatible with the hypothesis that 

American patients receive consistently better care than Ca-

nadians. Americans are not, therefore, getting value for 
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money; the 89% higher per-capita expenditures on health 

care in the United States does not buy superior outcomes 

for the sick.  

Canadian health care has many well-publicized limita-

tions. Nevertheless, it produces health benefits similar, or 

perhaps superior, to those of the US health system, but at a 

much lower cost. Canada’s single-payer system for physi-

cian and hospital care yields large administrative efficien-

cies in comparison with the American multi-payer model.60 

Not-for-profit hospital funding results in appreciably lower 

payments to third-party payers in comparison to for-profit 

hospitals61 while achieving lower mortality rates.62 Policy 

debates and decisions regarding the direction of health care 

in both Canada and the United States should consider the 

results of our systematic review: Canada’s single-payer sys-

tem, which relies on not-for-profit delivery, achieves health 

outcomes that are at least equal to those in the United 

States at two-thirds the cost. 
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Phantoms In The Snow:

Canadians’ Use Of Health Care

Services In The United States
Surprisingly few Canadians travel to the United States for health care,

despite the persistence of the myth.

by Steven J. Katz, Karen Cardiff, Marina Pascali, Morris L. Barer, and

Robert G. Evans

PROLOGUE: Over the past three decades, particularly during periods when the
U.S. Congress has flirted with the enactment of national health insurance legisla-
tion, the provincial health insurance plans of Canada have been a subject of fasci-
nation to many Americans. What caught their attention was the system’s universal
coverage; its lower costs; and its public, nonprofit administration. The pluralistic
U.S. system, considerably more costly and innovative, stands in many ways in
sharp contrast to its Canadian counterpart. What has remained a constant in the
dialogue between the countries is that their respective systems have remained
subjects of condemnation or praise, depending on one’s perspective.

Throughout the 1990s, opponents of the Canadian system gained considerable
political traction in the United States by pointing to Canada’s methods of ration-
ing, its facility shortages, and its waiting lists for certain services. These same op-
ponents also argued that “refugees” of Canada’s single-payer system routinely
came across the border seeking necessary medical care not available at home be-
cause of either lack of resources or prohibitively long queues.

This paper by Steven Katz and colleagues depicts this popular perception as
more myth than reality, as the number of Canadians routinely coming across the
border seeking health care appears to be relatively small, indeed infinitesimal
when compared with the amount of care provided by their own system. Katz is an
associate professor in the Departments of Medicine and Health Policy and Man-
agement at the University of Michigan. Karen Cardiff is a research associate at the
University of British Columbia’s Centre for Health Services and Policy Research.
Also at the University of British Columbia are Morris Barer, professor and director
at the Centre for Health Services and Policy Research’s Department of Health Care
and Epidemiology, and Robert Evans, professor at the Centre for Health Services
and Policy Research’s Department of Economics. Marina Pascali is a Dallas-based
health care consultant.
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ABSTRACT: To examine the extent to which Canadian residents seek medical care across

the border, we collected data about Canadians’ use of services from ambulatory care facili-

ties and hospitals located in Michigan, New York State, and Washington State during

1994–1998. We also collected information from several Canadian sources, including the

1996 National Population Health Survey, the provincial Ministries of Health, and the Cana-

dian Life and Health Insurance Association. Results from these sources do not support the

widespread perception that Canadian residents seek care extensively in the United States.

Indeed, the numbers found are so small as to be barely detectible relative to the use of care

by Canadians at home.

F
or more than a decade anecdotal reports of waiting lists for elective
procedures in Canada and of hordes of Canadian “Medicare refugees” cross-
ing the border in search of medical care in the United States have provided

emotive fuel for critics of the Canadian health care system from both sides of the
border.1 American opponents of universal public coverage have argued that global
constraints on capacity and funding force many Canadians to cross the border in
search of services that are unavailable or in short supply in their own country.2

Some have gone so far as to suggest that the widening health care spending gap be-
tween Canada and the United States is partly the result of counting expenditures
by Canadian Medicare refugees in the U.S. rather than the Canadian expenditure
totals, although there is an extensive body of evidence showing that the sources of
the spending gap lie elsewhere.3

The Medicare refugee story is harnessed in Canada to promote the message that
the Canadian health care system (known as Medicare) is chronically under-
funded; the refugees are but one prominent symptom. The Canadian “under-
fundists” are, however, divided as to the appropriate response. The many who sup-
port the fundamental principles on which Canadian Medicare is built argue that
Canadian waiting lists and care seeking in the United States demonstrate the need
for new public funds to increase capacity and services. While “evidence” in the
form of Medicare refugees might be new, this debate about the level of public
funding has been part of the dialogue between Canadian providers and provincial
payers throughout Canadian Medicare’s history.4

But the putative refugees are also pawns in a debate driven by Canadian oppo-
nents of universal public funding, who wish to expand the role of private financ-
ing. This debate grew more intense during the 1990s as provincial payers increas-
ingly constrained their health care budgets.5 News headlines suggesting that
Canadians spend more than $1 billion annually south of the border have been cited
to bolster the argument that private funding would reduce the pressure on the
public system, thus reducing both public waiting lists and the flow of Canadians
heading south for care. As a bonus, that $1 billion would stay at home.6

Unfortunately, this persuasive image of Canadian refugees survives in a virtual
vacuum of evidence. How many Canadians actually head to the United States to

C a n a d a

2 0 H E A LT H A F F A I R S ~ V o l u m e 2 1 , N u m b e r 3



209

seek medical care that they cannot obtain, or are unwilling to wait for, in Canada?
What kinds of services do they receive? Where do they get these services, and how
do they pay for them?

The paucity of answers to these questions is a result of large conceptual and em-
pirical challenges facing researchers who attempt to fill in the gaps. Tens of thou-
sands of Canadians enter the United States each year for a number of reasons un-
related to medical care seeking, such as holidays, business, education, or shopping.
Any of these visitors might require medical care coincidentally while outside Can-
ada. Thus, one must identify the context of Canadians’ medical care use in the
United States to separate Medicare refugees from business travelers, “snowbirds,”
and holiday seekers.

� Paying for out-of-country medical care. As part of a more widespread strat-
egy to reduce public health care spending during much of the past decade, some pro-
vincial governments have imposed tighter limits on their financial liability for resi-
dents’ medical care received in the United States. Payment limits for emergency
hospitalizations in 2000 varied somewhat across provinces: Per diem payments
ranged from as little as Can$75 for residents of British Columbia to as much as
Can$570 in Manitoba and Prince Edward Island. Outpatient emergency services are
generally reimbursed at provincial fee-schedule rates, which are far below fees in the
United States.7 But several provinces such as Ontario and Manitoba have also lim-
ited payments for outpatient emergency visits to as little as Can$50–$100. These re-
strictions have motivated more Canadians to obtain insurance for health care ex-
penses incurred while traveling for extended periods in the United States.

In selected circumstances, more formal arrangements have been negotiated be-
tween provincial payers and U.S. providers. Provinces have always reimbursed in-
dividuals, subject to preapproval and negotiated payments, who are required to
travel to the United States to obtain highly specialized services not available in
their home province. More recently, several Canadian provincial payers have es-
tablished temporary contracts with U.S. providers for specific services available
but subject to unacceptable delay in Canada.

� Research objectives. In this study we attempt to quantify, across all sources
of payment, the services provided to Canadians in U.S. regions located near the three
most heavily populated Canadian provinces. Within these regions we examined
data from two different types of sources: three states’ hospital discharge records and
a survey of selected ambulatory care sites. In addition, we surveyed “America’s Best
Hospitals” because they might serve as “magnets” for Canadians.8

� Analytic framework. Canadians might receive care in the United States for a
number of reasons: (1) Services are available in Canada but often involve extensive
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wait times (wait-listed services). Examples often include magnetic resonance imag-
ing (MRI), radiation oncology treatment, and selected surgical procedures such as
total knee replacements, cataract surgery, and coronary artery bypass surgery.

(2) Leading-edge technology services are unavailable in Canada. Examples in-
clude gamma knife radiation and proton beam therapy for some cranial tumors
and specialized programs to treat severe brain injuries.

(3) Services are available in Canada, but U.S. health care centers are more con-
veniently located for some Canadians (proximal services). Examples include some
residents of rural border regions in Saskatchewan, Manitoba, New Brunswick, or
western Ontario seeking primary care in U.S. settings; and some residents of ur-
ban centers such as Thunder Bay, Ontario, seeking secondary or tertiary care
south of the border.

(4) Services are provided to Canadian snowbirds, who live in the United States
during the winter months, or to other periodic business and leisure travelers to the
United States (coincidental services).

(5) Services are available in Canada but are perceived by the patient to be of
higher quality in specific U.S. medical centers such as those listed as one of “Amer-
ica’s Best Hospitals” (magnet services).

Across these categories, the sources of funding for care vary considerably. For
example, patients in the fourth category will generally have their costs covered by
varying combinations of provincial health insurance and private insurance. Ser-
vices in the second category, approved by a provincial plan, would be paid in full
by that plan at rates negotiated with the U.S. care center. Some services in the first
and third categories may be provided under a contract between the provincial
Ministry of Health and the U.S. providers. Other services in these two categories,
as well as those in the fifth, require direct out-of-pocket payment by Canadian
patients.

� Sampling strategy and data collection. From the American side. Based on this
framework, we developed a multiprong sampling and data collection strategy. We
conducted a telephone survey in the fall and winter of 1998–99 of all ambulatory
care clinical facilities located in specific heavily populated U.S. urban corridors bor-
dering Canada (Buffalo, Detroit, and Seattle) that offered services that might be less
available in Canada. These services included diagnostic radiology, ambulatory sur-
gery, ambulatory eye surgery, cancer evaluation and treatment, and mental health
and substance abuse treatment. Facilities performing these procedures were identi-
fied using a variety of federal, provincial, state, and local sources including local
health care consultants and provider groups, the U.S. Federated Ambulatory Sur-
gery Association, the American Hospital Association, the American College of Sur-
geons, and the SMG Marketing Group.

We performed a structured telephone interview of one or more key informants
within the institution (typically senior personnel in billing, marketing, or public
relations). Information collected included the number of Canadians who visited
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the institution in the prior year and whether there were any obvious trends, the
nature of referral there, type of services provided, and methods of payment.

To examine inpatient care provided to Canadians, we acquired statewide hos-
pital discharge data for 1994–1998 from Michigan, New York State, and Washing-
ton State. To differentiate care-seeking admissions from those related to coinci-
dental activity, we categorized admissions according to admission status
(emergency/urgent versus elective) and principal discharge diagnosis. Also, we at-
tempted to contact key informants at each of “America’s Best Hospitals” to inquire
about the number of Canadians seen in both inpatient and outpatient settings.

From the Canadian side. We examined a number of different Canadian data
sources to identify the extent of care seeking in the United States. We first ana-
lyzed data from the 1996–1997 National Population Health Survey (NPHS), a large
survey representative of the Canadian noninstitutionalized population, that con-
tained two questions pertaining to health care seeking in the United States. Re-
spondents were asked: “In the past twelve months did you receive any health care
services in the United States?” A positive response to the first question prompted
a second one: “Did you go there primarily to get these services?”

An important potential source of Canadian patients for U.S. providers is formal
contracts between them and provincial payers for specific diagnostic and treat-
ment services. We identified the nature of these provincial contracts through per-
sonal contacts in the Ministries of Health of selected provinces. Finally, we spoke
to the director of the Canadian Life and Health Insurance Association about the
growth of out-of-country travelers’ emergency medical care insurance and insur-
ance packages for services provided to Canadians in the United States on an elec-
tive basis. Unfortunately, one important source of Canadian data, provincial Min-
istry of Health expenditures specifically for out-of-country services, was
insufficiently complete and comparable across provinces to be useable for this
project. Remarkably, details such as patient demographics, types and dates of ser-
vices, and location of U.S. providers are not being systematically tracked by most
provincial Ministries of Health.

Study Findings, By Data Source
� U.S. ambulatory facilities survey. Almost 40 percent of the facilities we sur-

veyed reported treating no Canadians, while an additional 40 percent had seen
fewer than ten patients (Exhibit 1). Fifteen percent of respondent sites reported
treating 10–25 Canadian patients, and only about 5 percent reported seeing more
than 25 during the previous year (generally 25–75 patients; none reported more than
100). These findings were fairly consistent across the service categories. The overall
response rate was 67 percent, and it varied across type of clinical facility from 56
percent for ambulatory surgery centers to 80 percent for cancer centers.

If we extrapolate these findings (assuming that nonrespondents show a pattern
similar to that of respondents), these facilities in the three large metropolitan ar-
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eas combined saw approximately 640 Canadian patients for diagnostic radiology
services such as computed tomography (CT) scans or MRI and 270 patients for
eye procedures such as cataract surgery over a one-year period. By comparison, the
annual volume for CT scans and cataract extractions averaged about 80,000 and
25,000 procedures, respectively, in British Columbia alone during the mid- 1990s.9

In Quebec the annual volume during the same period for CT scans and MRI aver-
aged 375,000 procedures and 44,000 procedures, respectively.10

We also sought to examine Canadians’ use of mental health and substance
abuse services in these same three U.S. catchment areas, because previous reports
in the early 1990s suggested a cross-border flow of patients for these services.11 Be-
cause these regions have large networks of community mental health clinics, most
of which do not regularly see patients from outside their community catchment
area, we could not readily identify providers that would be the most likely targets
for Canadian referrals. Therefore, we approached all such facilities that we could
identify. Using the American Hospital Association’s guide to accredited freestand-
ing substance abuse and mental health organizations, we identified thirty-two
organizations in the Detroit area but only three in the Seattle area. We received re-
sponses to our telephone survey from twenty-three of the thirty-two organiza-
tions in Detroit (72 percent) and from all three of the Seattle sites. All but one re-
ported seeing fewer than ten Canadian patients in the prior year, and none
reported seeing more than twenty-five. In New York State the Office of Alcohol-
ism and Substance Abuse collects data on treatment encounters at all centers in
the state. From July 1997 through June 1998, 105,456 patients were seen, of which
246 were categorized as “other country.”

� State hospital discharge data. Over the five-year observation period from
1994 to 1998, 2,031 patients identified as Canadians were admitted to hospitals in
Michigan; 1,689 to hospitals in New York State; and 825 to hospitals in Washington

C a n a d a

2 4 H E A LT H A F F A I R S ~ V o l u m e 2 1 , N u m b e r 3

EXHIBIT 1

Number Of Ambulatory Health Care Facilities Reporting Having Treated Adult

Canadian Residents In Michigan, New York State, And Washington State In The Prior

Year, By Number Of Canadians Seen, 1997–1998

Facility type

None

seen

Fewer than

10 seen

10–25

seen

More than

25 seen
a

Response

rate

Diagnostic (n � 68)

Ambulatory surgery (n � 28)

22

14

36

9

7

5

3

0

70.8%

56.0

Opthalmology (n � 16)

Cancer centers (n � 24)

5

11

2

9

6

3

3

1

61.5

80.0

Total (n � 136) 52 56 21 7 67.3

SOURCE: Information obtained from authors’ analysis of data obtained from telephone interviews with senior administrative

staff in selected ambulatory health care facilities in Michigan, New York State, and Washington State in the fall and winter of

1998–99.

NOTES: Age 17 years and older. Number in parentheses indicates number of respondents.
a Most facilities in this group reported 25–75 patients, and none reported more than 100 patients.
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State. During the same period, annual inpatient admissions to hospitals within the
bordering provinces of Ontario, Quebec, and British Columbia averaged about 1 mil-
lion, 600,000, and 350,000, respectively.12 Thus, Canadian hospitalizations in the
three U.S. states represented 2.3 per 1,000 total admissions in the three Canadian
provinces. Furthermore, emergency/urgent admissions and admissions related to
pregnancy and birth constituted about 80 percent of the stateside admissions. Elec-
tive admissions were a small proportion of total cases in all three states: 14 percent
in Michigan; 20 percent in New York; and 17 percent in Washington.

Principal diagnostic categories. The distribution of diagnostic categories varied by
the type of admission (emergency/urgent versus elective) and by state. Diseases of
the circulatory system and injury and poisoning accounted for 37 percent of all
cases in Michigan, 39 percent in New York State, and 50 percent in Washington
State (50 percent, 23 percent, and 21 percent, respectively, of all cases within the
elective admission category) (Exhibit 2). Within the circulatory system category,
the most common principal discharge diagnoses in all three states were acute
myocardial infarction, cerebrovascular disorder, heart failure, and conduction dis-
orders and arrhythmias. In New York State, admissions associated with digestive
disorders (such as cholelithiasis, gastroenteritis/colitis, and appendicitis) repre-
sented 13 percent of emergency/urgent cases. In Michigan, admissions associated
with mental disorders (schizophrenic disorders, affective/depressive disorders,
and substance abuse) represented 20 percent of emergency/urgent cases, and the
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EXHIBIT 2

Acute Care Hospital Discharges For Adult Canadian Residents In Three States, By

State, Admission Type, And Principal Diagnostic Category, 1994–1998

Type of admission

Michigana New York State Washington State

Principal diagnostic

category

Emergency/

urgentb

(n � 1,465)

Elective

(n � 292)

Emergency/

urgent

(n � 1,224)

Elective

(n � 333)

Emergency/

urgent

(n � 651)

Elective

(n � 140)

Infectious and parasitic

Neoplasms

Endocrine/metabolic

2.2%

2.6

4.0

1.7%

1.7

2.0

2.1%

3.1

2.7

0.0%

19.8

1.5

2.2%

2.2

1.5

�1.0%

19.2

0

Mental disorders

Circulatory system

Respiratory system

20.4

18.9

8.1

13.4

26.4

6.2

6.5

25.4

7.9

5.4

15.9

�1.0

4.4

33.8

7.5

20.0

14.2

2.1

Digestive system

Genitourinary system

Musculoskeletal system

7.1

2.7

2.7

7.5

3.7

1.8

13.0

4.3

2.0

9.3

9.0

15.6

11.0

2.4

1.0

6.4

3.5

15.7

Signs/symptoms

Injury/poisoning

Otherc

6.8

19.8

4.7

7.6

23.6

4.4

9.4

18.1

5.5

2.1

6.6

14.4

8.9

22.5

2.6

1.4

6.4

10.0

SOURCE: Discharge information based on authors’ analysis of data obtained from New York, Michigan, and Washington

statewide acute care hospital data sets for 1994–1998.

NOTE: Age 17 years and older; pregnancy and birth category excluded.
a 152 cases in the Michigan database did not have an admission type.
b Urgent cases were 9 percent, 13 percent, and 27 percent of the emergency/urgent category in Michigan, New York, and

Washington, respectively.
c Includes blood/blood-forming organs, nervous system, skin, congenital anomalies, and missing diagnostic information.
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number of cases within this category was much greater than in either New York or
Washington. However, we were unable to obtain further details from ministry or
state sources. The remaining cases within the emergency/urgent category were
distributed widely across principal diagnostic categories, and there was no con-
sistent pattern across states. The distribution of elective cases across clinical cate-
gories was quite broad, with no consistent pattern across states.

� America’s Best Hospitals. Response from these institutions was low (eleven
of twenty) and somewhat fragmentary. The numbers of Canadian patients seen in
the prior year were generally very low: Six hospitals reported fifteen or fewer elec-
tive inpatients or outpatients; four hospitals reported 20–60 patients, and one hos-
pital reported nearly 600 patients (90 percent outpatients and many related to pro-
ton beam radiation therapy for cancer).

� Results from Canada. Several sources of evidence from Canada reinforce the
notion that Canadians seeking care in the United States were relatively rare during
the study period. Only 90 of 18,000 respondents to the 1996 Canadian NPHS indi-
cated that they had received health care in the United States during the previous
twelve months, and only twenty indicated that they had gone to the United States
expressly for the purpose of getting that care.13

Formal contracts. Periodic formal contracts between provincial payers and U.S.
providers have a long history, but a few such contracts have received considerable
attention on both sides of the border.14 Most notable have been contracts for the
provision of radiation therapy for cancer patients, in response to backlogs created
by shortages of radiation technicians. For example, Quebec contracted with three
radiation centers in Vermont and Maine in October 1999 for treatment of patients
with breast and prostate cancer; 1,030 patients were treated during the subse-
quent year.15 Ontario contracted with three health care organizations in Michigan,
New York, and Ohio in March 1999 to provide treatment for patients with breast
and prostate cancer, and 1,416 patients had been referred as of 31 October 2000.16

This is equivalent to approximately 8.5 percent of all prostate and breast cancer
patients treated with radiation therapy in Ontario during the same time frame.

Preapproval for stateside evaluation. A relatively rare occurrence is preapproval for
stateside evaluation of rare disorders or for experimental treatments not yet avail-
able in Canada. These treatments are often eventually adopted in Canada but dif-
fuse less rapidly than in the United States. It is during that window between U.S.
and Canadian adoption that occasional referral to the United States occurs. Exam-
ples of this include gamma knife therapy (a cobalt source is used to generate
gamma rays that converge on a focal point) for treatment of cranial problems and
brachytherapy (insertion of radioactive seed implants) for prostate cancer.
Typically, a province the size of Quebec (approximately 7.3 million persons) may
approve about 100 requests per year.17 Finally, in some provinces, contracts have
been established between the provincial payer and U.S. primary care providers to
provide primary care to residents of sparsely settled rural areas near the U.S. bor-
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der. In New Brunswick (a province of 750,000 persons) this accounted for about
2,000 visits between 1996 and 1998.

Private insurance policies. Limits imposed since the early 1990s on out-of-province
payments by provincial payers have motivated more Canadians to obtain travelers’
insurance for emergency out-of-province medical care. For example, the number
of individual policies sold to Canadians increased from 700,000 to 2,800,000 from
1992 to 1999. However, we found no evidence that there is a demand in Canada for,
or a supply of, insurance policies for elective medical care services.18 Some private
insurance firms have expressed interest in offering policies that would provide
service in the United States if one had to wait more than thirty days on a Canadian
waiting list; however, there has been no apparent demand for such policies to date.

Discussion
� A tip without an iceberg? This study was undertaken to quantify the nature

and extent of use by Canadians of medical services provided in the United States. It
is frequently claimed, by critics of single-payer public health insurance on both sides
of the border, that such use is large and that it reflects Canadian patients’ dissatis-
faction with their inadequate health care system. All of the evidence we have, how-
ever, indicates that the anecdotal reports of Medicare refugees from Canada are not
the tip of a southbound iceberg but a small number of scattered cubes. The cross-
border flow of care-seeking patients appears to be very small.

Our telephone survey of likely U.S. providers of wait-listed services such as ad-
vanced imaging and eye procedures strongly suggested that very few Canadians
sought care for these services south of the border. Relative to the large volume of
these procedures provided to Canadians within adjacent provinces, the numbers
are almost indetectable. Hospital administrative data from states bordering Cana-
dian population centers reinforce this picture. State inpatient discharge data
show that most Canadian admissions to these hospitals were unrelated to waiting
time or to leading-edge-technology scenarios commonly associated with cross-
border care-seeking arguments. The vast majority of services provided to Canadi-
ans were emergency or urgent care, presumably coincidental with travel to the
United States for other purposes. They were clearly unrelated either to advanced
technologies or to waiting times north of the border. This is consistent with the
findings from our previous study in Ontario of provincial plan records of reim-
bursement for out-of-country use of care.19 Additional findings from the current
study showed that a small amount of cross-border use was related to proximal
services, primarily in rural or remote areas where provincial payers have made ar-
rangements to reimburse nearby U.S. providers. Finally, information from a sam-
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ple of “America’s Best Hospitals” revealed very few Canadians being seen for the
magnet referral services they provide.

These findings from U.S. data are supported by responses to a large popula-
tion-based health survey, the NPHS, in Canada undertaken during our study pe-
riod (1996). As noted above, 0.5 percent of respondents indicated that they had re-
ceived health care in the United States in the prior year, but only 0.11 percent (20
of 18,000 respondents) said that they had gone there for the purpose of obtaining
any type of health care, whether or not covered by the public plans.

� Was our net fine enough? This study might have underestimated the number
of Canadians seeking care in the United States, for several possible reasons. First, a
number of institutions did not respond to our survey. Those institutions might have
seen larger numbers of Canadian patients than did the institutions that responded.
However, persons contacted at nonresponding sites suggested to us that in fact they
simply had nothing much to report. Second, we may simply have asked the wrong
institutions and collected hospital data from the wrong states. It is possible that Ca-
nadians found their way to more remote sites not identified as magnet institutions.
Indeed, we know that many Canadians receive care in Florida and California, for ex-
ample. However, these are predominantly coincidental services. We could deter-
mine no logical reason why Medicare refugees would go further afield or to less
prominent sites. Finally, it is possible that surveyed providers and administrative
data did not recognize Canadians because they were using local addresses. This
would be a limitation on any study of U.S. providers, for which the only possible
remedy would be a costly individual patient survey. However, we have no informa-
tion that would suggest that Canadians who seek care in the United States are likely
to have U.S. addresses.

On the Canadian side, the surprisingly poor quality of some of the provincial
data leaves open the possibility that some patients heading south for contracted
services reimbursed by the public plans may have been missed if they were cared
for in facilities that did not participate in our stateside survey. However, earlier
analysis of Ontario Health Insurance Plan (OHIP) data found that most spending
for medical and hospital services received by Canadians in the United States dur-
ing the early 1990s was related to the “coincidental” basic and emergency health
care services typically used by Canadians traveling or temporarily residing in the
United States.20 Although the possibility of underestimating cross-border care
seeking can never be entirely eliminated, we do not believe that its magnitude
would be sufficient to challenge our conclusions.

� Why is cross-border care seeking so low? Our results should probably not,
on reflection, be surprising. Prices for U.S. health care services are extraordinarily
high, compared with those in all other countries, and this financial barrier is magni-
fied by the extraordinary strength of the U.S. dollar. Private insurance for elective
services, being subject to very strong adverse selection, is, not surprisingly, nonexis-
tent. Discussions with key informants in the Canadian private insurance industry
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indicated that carriers correspondingly confine themselves to the coincidental ser-
vices market. Furthermore, provincial governments have been lowering their rates
of reimbursement and tightening preapproval criteria for cross-border care. In the
absence of either source of health insurance coverage, it would be somewhat sur-
prising if large numbers of Canadians were choosing to head south and pay out of
pocket for care. In fact, one recent survey found that Canadians were not even pre-
pared to pay out of pocket in their own country to reduce their own waits.21

� What about Canadian contracts with U.S. providers? The numbers of true
medical refugees—Canadians coming south with their own money to purchase U.S.
health care—appear to be handfuls rather than hordes. But there are still the highly
visible examples of Canadian provincial governments contracting with U.S. provid-
ers for specific services that are unavailable or in short supply in Canada. While
these contracts have received extensive press coverage on both sides of the border,
they have largely been short-term arrangements for a limited number of procedures
for selected patients experiencing delays in several Canadian provinces.22 Do such
purchases indicate that the Canadian health care system is inadequate to meet the
needs of its citizens and is critically dependent on access to the better-resourced
U.S. system?

Well, yes and no. In the case of highly specialized and leading-edge or experi-
mental technologies, this contracting policy is obviously sensible. It would be im-
possible for a country one-tenth the size of the United States (much less individ-
ual provinces) to try to maintain the capability to offer every conceivable form of
care, no matter how advanced or unusual. Purchasing such services from a small
number of U.S. tertiary centers that offer them, as indeed many U.S. payers do, is
the only reasonable option. As and if the technology matures and its range of ap-
plicability expands, it may be disseminated to Canadian centers.

Cross-border contracting for services to augment existing Canadian capacity
for commonly used technologies raises somewhat different issues. An important
cost containment strategy in Canada has been constraint on the capacity of diag-
nostic- and treatment-related technology. Tight capacity is particularly vulnera-
ble to unexpected surges in demand for care or a sudden loss of supply attribut-
able to, for example, a strike by critical support personnel. The consequence is
increased waiting times that at some point may be perceived as excessive by pro-
viders, patients, or the public. Selective contracting with U.S. providers has been a
response to these concerns.

A case for long-term contracts. As long as Canadian capacity remains tight for se-
lected medical technologies while at the same time the United States continues to
generate excess capacity, cross-border contracting appears to be a perfectly sensi-
ble approach to dealing with patient queues. It also offers a way of delaying capital
investments in response to shifts in patterns of clinical practice until these have
had time to establish themselves. As a purely economically motivated “make or
buy” decision, it might even make sense to enter into long-term contracts for the
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purchase of services in the United States, as long as these contracts were available
at prices above U.S. marginal cost but below the Canadian average unit cost. Such
contracts would reflect not a “failure” of the Canadian system but simply provin-
cial governments’ behavior as a “prudent purchaser,” taking advantage of the op-
portunity to “buy” more cheaply than it could “make.” Americans would also ben-
efit. As long as their health care system is organized to generate excess capacity,
they are clearly better off if the excess capacity is sold to Canadians than if it is left
to sit idle or used to generate unnecessary domestic servicing.

The case against. But there are other important considerations that would be
raised by a long-term Canadian policy of importing health care services from the
United States, even at favorable prices. First, patients may resist absorbing the
monetary and nonmonetary costs of travel to the United States. Second, Canadian
purchasers of U.S. services may be most vulnerable to loss of a contract or in-
creased prices if U.S. domestic demand surges or supply decreases. Third, solving
the problem of Canadian waiting lists by sending a regular wave of patients south
would imply a major loss of income for Canadian providers. For all three reasons,
this policy would be largely unacceptable to providers and patients, and, as a re-
sult, politicians would likely face an ongoing chorus of accusations that the sys-
tem fails to meet the medical needs of their constituency.

� Phantoms in the snow. Despite the evidence presented in our study, the Ca-
nadian border-crossing claims will probably persist. The tension between payers
and providers is real, inevitable, and permanent, and claims that serve the interests
of either party will continue to be independent of the evidentiary base. Debates over
health policy furnish a number of examples of these “zombies”—ideas that, on logic
or evidence, are intellectually dead—that can never be laid to rest because they are
useful to some powerful interests.23 The phantom hordes of Canadian medical refu-
gees are likely to remain among them.
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Section II: The Evidence-Based Case for Single-Payer National Health Insurance 

 
Case Study: Taiwan 

 
 

Taiwan’s single-payer system (adopted in 1996) has 
improved access to care, controlled costs, and is a 

model of efficiency. 
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By Anne Underwood

William Hsiao is a professor of economics at the Harvard
School of Public Health and co-author of the 2004 book
“Getting Health Reform Right.” He served as a health care
adviser to the Taiwan government in the 1990s, when offi-
cials decided to reform that country’s health care system
and to introduce universal coverage. He spoke with Anne
Underwood, a freelance writer.

Q. Taiwan instituted universal insurance in 1995. What
was the health care system like before?

A. Only a portion of the people were insured, including
civil servants, employees of large firms and farmers. The mil-
itary had its own system of coverage. But 45 percent of the
population did not have insurance, and they faced financial
barriers to access to health care. President Lee Teng-hui felt
strongly that he wanted to do something concrete and visi-
ble for all the citizens. He thought of introducing national
health insurance to touch the lives of all the people. There
was a sense in Taiwan that health care is needed by every-
one and a country has to assure everyone equal access.

Q. How did you become involved in the health care
reform process?

A. The government initially appointed four Taiwanese
professors to lead a task force of technical experts. But the
four professors all had different ideas. It was like a wagon
drawn by four horses, with each going in a different direc-
tion and nobody driving. After a year of this, government
officials realized there was a problem. In addition, they
wanted someone who understood health systems and health
care abroad and what lessons other countries could offer to
Taiwan. The domestic experts did not have much interna-
tional experience.

I was invited to a three-day workshop, where they tested
me. At the end, I was put in charge of the task force of four
professors and 16 other technical experts. It turned out to be
a big advantage that I’m not Taiwanese and had no aspira-
tions of getting a job in Taiwan. At the end of the day, our
recommendations and findings were perceived as more
objective and free of self-interest.

Q. What was your assignment as head of this task force?
A. We had to design a national health insurance plan for

Taiwan, based on international experience. Government
officials wanted to understand how other advanced coun-
tries fund and organize health care and learn from their suc-
cesses and failures, so I made a study of the systems in six
high-income countries — the United States, the U.K.,

Germany, France, Canada, Singapore and Japan.

Q. And what was your conclusion at the end of this
study?

A. We adopted a single-payer system along the Canadian
lines. I did not invent it. I’m just in the transfer-of-knowl-
edge business.

Q. Why did you choose the Canadian model?
A. Canada has a single-payer system with universal insur-

ance coverage. It offers people free choice of doctors and
hospitals, and it has competition on the delivery side
between public and private hospitals. The quality of health
services is very high, and people were very satisfied with the
system from the 1980s through the mid-1990s.

Unfortunately, in the early-to-mid 1990s, Canada went
through a severe recession for four or five years. The budget
became very tight. The government underfunded national
health insurance, which led to long waiting lines for elective
surgery, MRIs and so forth. But when Canada adequately
financed its N.H.I., it was a very good system.

Q. In Taiwan, can people choose any doctor or hospital
they want?

A. Yes, any provider. Americans talk about choice. But in
fact, insurance plans in this country restrict what providers
you can go to. Canada gives its citizens more choice of
providers. So does Germany. So does England. So does
Taiwan.

Q. How comprehensive is the coverage?
A. It covers prevention, primary care and hospitalization,

among other things.

Q. I‘ve read that it also covers Chinese massage,
acupuncture, traditional herbal medicine, mental health
care, dental, vision and long-term care.

A. Yes, these services are covered. We tried to design a
benefit package that would give people what they value. For
many Taiwanese, that includes traditional Chinese medi-
cine. Though Chinese medicine is not 100 percent proven to
be medically effective, people believe in it. And some thera-
pies have been proven effective. For example, when
acupuncture is given in certain spots, it stimulates the brain
to release opiates.

Q. The Taiwanese system also covers home care.
A. You need home care by visiting nurses for people who

are chronically ill or bedridden. It’s not rocket science to
recognize this. Some people argue that the patients should
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pay for home care themselves. But if people have to pay out
of pocket, they might not ask for visiting nurse services and
their illnesses may get much worse. Then they will need to
be hospitalized.

Q. Is the system very expensive?
A. Expensive is a relative term. Taiwan spends 6 percent

of G.D.P. on health care, compared to 16 percent in the
United States.

Q. How much do people have to pay?
A. If you’re employed, your employer pays 60 percent of

your premium. The employee pays 30 percent, and the gov-
ernment subsidizes 10 percent. The government fully subsi-
dizes the premiums for the poor and gives partial subsidies
to veterans, the self-employed and farmers.

Q. How much is the typical premium?
A. The total insurance premium for employed workers is

4.6 percent of wages. That’s much lower than in the United
States, where the average is between 12 and 20 percent of
wages for those who are covered by their employers.

Q. Are there co-pays, too?
A. Yes. The task force felt that service should not be total-

ly free or else people might waste services. For example, we
studied what happened in Taiwan when some insurance
policies gave prescription drugs free to everyone. One-third
of the drugs dispensed were never taken but thrown away.
You can imagine, if you have free office visits, some people
will say, “I have this little ache. I’ll go see the doctor because
it’s free.” We wanted to moderate this waste.

Q. How high are co-pays?
A. The charge is $2 for a visit to a clinic and about $4 to a

hospital outpatient department. The co-pay for hospitaliza-
tion is now 10 percent for the first 30 days and 20 percent
for the days beyond 30 days. For prescriptions, it’s 20 per-
cent of the cost of the drug, but capped at $6 for each pre-
scription. Taiwan also sets a ceiling on the total co-pays, so
patients won’t face bankruptcy.

Q. How long did it take to implement this program?
A. Less than a year. Mr. Lee pushed through the legisla-

tion in four to five months, because an election was coming.
Then he asked for the new system to be implemented six
months after that — and they did it.

Q. What percent of the population is now insured?
A. Within the first year, Taiwan managed to insure 95

percent of the population. That increased that by another
percent or so each year, until they reached 98 percent. They
had trouble with that last 2 percent, because some were liv-
ing overseas and others were homeless. The government lit-
erally sent people to find the homeless under bridges and
enroll them. Now they have close to 99 percent enrollment.

Q. Has this translated into better life expectancy or
lower complication rates from major diseases?

A. There is evidence of positive health results for select
diseases, like cardiovascular disease and kidney failure. But
overall, it’s really difficult to say that national health insur-
ance has improved the aggregate health status, because
mortality and life expectancy are crude measurements, not
precise enough to pick up the impact of more health care.
That said, life expectancy is improving, and mortality is
dropping. And everyone now has access to good health
care.

Q. What does the system do particularly well?
A. In addition to covering everyone, it has a uniform sys-

tem of electronic health records. Every patient has a Smart
Card. When you go in for services, the physician puts the
card into his computer. You give him the code to access
your records, which are all stored on the card — what med-
ications you’ve taken, what tests, along with the results,
the last time you saw another physician. With a single, uni-
fied electronic system, it improves treatment and it also
vastly reduces claims processing. Hospitals and doctors get
paid in a week or two. It’s a paperless system. That’s why it
keeps administrative costs down to 2.3 percent of the total
premium. In the United States, it’s more than 10 percent.

Taiwan was also able to control health-expenditure
increases very well in the early years. Unfortunately, now
that the government budget is tight, it is overdoing it.

Q. What are the system’s weaknesses?
A. In the legislative process, compromises had to be

made. First, the president yielded on payment reform, so
Taiwan kept its fee-for-service payment system.
Unfortunately, that encourages doctors and hospitals to
give more treatment in order to boost their income.

Second, the Taiwanese system doesn’t have a systematic
way to monitor and improve quality of care.

Third, in the legislative process, they rejected a provi-
sion to adjust the premium automatically when the nation-
al health system depletes its reserves. In every country,
health care costs are increasing faster than wages. When
that happens, the premium has to go up. But that provi-
sion wasn’t incorporated into the law. As a result, the sys-
tem is running a deficit. National health insurance tries to
cut the fees for hospital and physician services. But even-
tually these fee reductions will adversely affect the quality
of health care.

Q. What’s the most important lesson that Americans
can learn from the Taiwanese example?

A. You can have universal coverage and good quality
health care while still managing to control costs. But you
have to have a single-payer system to do it.

http://prescriptions.blogs.nytimes.com/2009/11/03/health-
care-abroad-taiwan/
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Interv iew
Lessons From Taiwan’s Universal National
Health Insurance: A Conversation With Taiwan’s
Health Minister Ching-Chuan Yeh
Fourteen years of experience with national health insurance have
produced important results that other countries might find of interest.

by Tsung-Mei Cheng

ABSTRACT: Taiwan established universal national health insurance in 1995, bringing
overnight the then 41 percent uninsured under the umbrella of national health insurance
(NHI). Financial worry due to illnesses is a thing of the past in Taiwan. As a result of success-
ful cost containment, national health spending grew from the pre-NHI three-year average of
4.79 percent of gross domestic product (GDP) to only 6.1 percent today. Tsung-Mei Cheng
explores with Taiwan’s health minister Ching-Chuan Yeh, M.D., the ethical principles that
underlie the NHI and how the NHI operates: financing, risk pooling, cost containment, pro-
vider payment, and the delivery system. Challenges for the future are discussed. [Health Af-
fairs 28, no. 4 (2009): 1035–1044; 10.1377/hlthaff.28.4.1035]

Equity, Cost Containment, And
Public Satisfaction
Tsung-Mei Cheng: Minister Yeh, you were ap-
pointed in 1995 as the founding CEO of the Bu-
reau of National Health Insurance [BNHI], the
government agency that runs the NHI [Na-
tional Health Insurance]. Now, as minister of
health, you supervise that agency. In the inter-
vening fourteen years Taiwan’s NHI has gained
considerable international recognition. What
do you see as its major achievements?
Ching-Chuan Yeh: First, we have the most
egalitarian health system in the industrialized
world. Access to basic health care is an inalien-
able right in our constitution. Residents living
in remote mountainous areas and offshore is-
lands, and the poor, get pretty much the same
access and health care as the children of Presi-

dents Chen and Ma—everyone in Taiwan re-
ceives the same care in terms of access and ser-
vice. Also, our cost is much lower compared to
most OECD [Organization for Economic Co-
operation and Development] countries.
Cheng: National health spending in Taiwan
rose from 4.79 percent of GDP [gross domestic
product] prior to the NHI’s establishment (av-
erage for 1992–1994) to only 6.1 percent in 2007.
The comparable increase in the U.S. was from
13.5 percent (average for 1992–1994) to 16.6
percent of GDP in 2007. How did Taiwan
achieve such remarkable cost containment?
Minister Yeh: Basically, we should say it is
thanks to the efficient services we have, includ-
ing very low administrative cost, which was
only 1.5 percent of total NHI spending in 2008.
Having a single-payer system is the main rea-
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son for our efficient services and also the low
prices for health care we can achieve.
Cheng: Taiwan’s public has been very satisfied
with the NHI—in the 70 percent range since
inception and 79 percent as of July 2008. The
NHI is said to have been the most successful
public policy in Taiwan. What explains this
high public satisfaction?
Minister Yeh: One reason for the high satisfac-
tion is that NHI’s premium and copayment
rates are very low, yet everyone can have “all
you can eat,” so to speak. Easy
accessibility is another reason.
Anytime you wish to see a
doctor, you can. For example,
if you decide to see an oph-
thalmologist, within ten min-
utes you can find one to see,
even in the evenings.

Competition Through
Patient Satisfaction,
Not Price
Cheng: NHI benefits are indeed broad: inpa-
tient and outpatient care, drugs, dental care,
vision care, traditional Chinese medicine, and
kidney dialysis. You can afford all this with
spending of only 6.1 percent of GDP, of which
the NHI itself is roughly two-thirds, or 4 per-
cent of GDP. You mentioned your system can
achieve low prices. What mechanism is used?
Minister Yeh: We achieve low prices through a
uniform national fee schedule the government
sets. We can also modulate price increases, or
even freeze prices. So doctors and hospitals
must achieve very high productivity to survive.
But critics say at such low fees we must beget
problems with our service quality. Of course
we wish to raise the premium rate from the
current 4.55 to 5.3 percent of salary or wage so
we can enhance quality—for example, increase
the hospitals’ nursing staffs. But political resis-
tance to any premium rate increase is so great
that if you could get such a bill passed, you
could win all kinds of elections!
Cheng: Has complete freedom of choice of pro-
viders enjoyed by Taiwan’s public also provided
effective competition among providers?

Minister Yeh: Absolutely! Providers in Taiwan
must be mindful of patients’ demands to stay
competitive, and they do compete for patients.
In Taiwan, patients can carry the cash repre-
sented by their insurance cards to any provider
of care, not just to a smaller network of provid-
ers, as under U.S. private insurance. It is quality
competition, not price competition; but it cer-
tainly is competition.
Cheng: Taiwan does not have American-style
private health insurance. Do you see it coming

someday either as an escape
valve for the rich in Taiwan (as
is the case in Germany and the
U.K.) or as a way to reduce the
government’s burden by shift-
ing cost to the private sector
through private health insur-
ance, as in Australia?
Minister Yeh: As long as
there is the NHI, there will be
no private health insurance

that will provide benefits that are identical to
those provided by the NHI. Taiwan has only
private supplemental indemnity health insur-
ance; it covers specific diseases such as cancer
or disasters like injuries from traffic accidents.
It is a cash benefit, and the money is used to
help pay for copayments, hire special nurses,
and buy nutritional foods—not for genuine in-
patient medical services, which are covered by
the NHI.

Health Spending And Technology
Adoption
Cheng: Published government statistics show
that the NHI’s expenditures have outpaced its
revenues by an average of 2 percent since 1998,
except for the brief period 2002–2004. Then
there was a balanced budget because in 2002
the government raised the premium rate by 7
percent, from 4.25 percent to 4.55 percent of
wage and salary. How does the government
handle this financial imbalance?
Minister Yeh: As you pointed out, the NHI
raised the premium rate only once in its four-
teen-year history: from 4.25 percent to 4.55
percent in 2002. This is not a good thing. In the
interim, we started a tobacco tax that gives us
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an additional 4 percent of the total NHI reve-
nue. We are thinking of further increasing the
tobacco tax to yield yet another 2.5 percent of
revenue for the NHI. In the end, 7.2–7.5 percent
of the NHI’s total annual revenue will have
come from the tobacco tax. This is the easy
part.

The bad part is that there has been a con-
tinuous shift toward increases in copayments,
coinsurance, and extra charges. Extra charges
have good and bad aspects: extra-charging the
rich to cross-subsidize the
poor is right—for example,
charging more for private
rooms. But increases in co-
payments by everyone are
very bad, because they can be
burdensome to poor people.
Although we do make gener-
ous exemptions from copay-
ments such as issuing waivers
for cancer and serious ill-
nesses, general household out-of-pocket
spending has been increasing. I have trouble
accepting that. Someday we will need funda-
mental financing reform. In Taiwan, nonpay-
roll income, including capital gains, accounts
for more than 30 percent of total national in-
come, and yet this large income segment is not
subject to the NHI premium assessment. The
NHI’s premium collection is based on payroll
income alone. So we are thinking of adding
nonpayroll income to the premium base for the
NHI as an additional source of funding.
Cheng: Is it not quite unique in the world that
a health system such as your NHI has had only
one premium rate increase in its fourteen-year
history? Why has Taiwan’s public been so
stubbornly unwilling to allow premium rate
increases, which the NHI Law permits? Do
they have a point by arguing that there is too
much waste in the system and the government
should first deal with that before asking the
public to pay more?
Minister Yeh: Of course they have a point. But
as with any proposed increases in fees for pub-
lic utilities like bus and taxi fares, electricity,
etc., the public always hides behind the argu-
ment “better service and eliminate waste be-

fore you ask us to pay more.”
We need better public communication to

convince the public and tell them, “You can’t
say we will increase policemen’s pay only
when all crimes in the country have been elim-
inated—when there are no thieves, no vio-
lence.” We need to tell the public they have
only two choices: namely, to pay a little more
and get good service, or else be prepared that
the quality and accessibility of services will
deteriorate or be reduced.

Cheng: Taiwan spends
roughly 25 percent of the NHI
budget on drugs. Given that
your overall spending is low,
are new drugs and devices in-
troduced in a timely fashion?
How do you reimburse the
very expensive drugs? Multi-
national pharmaceutical com-
panies often allege that prices
paid by the NHI are too low,

and they are unhappy about it.
Minister Yeh: The NHI introduces forty to
fifty new drugs every year. So spending for new
drugs per total NHI expenditure continues to
rise. About one percentage point of the 3–5
percent annual growth in spending of the NHI
is for new drugs.
Cheng: One hears often, nevertheless, that var-
ious new drugs are not covered by the NHI be-
cause they are expensive. Is this true?
Minister Yeh: There are some delays in cover-
age for new drugs. Our adoption of new tech-
nology, including drugs, is often delayed by
two years and at times five years compared to
the U.S., but not longer than that. In terms of
target therapy drugs for cancer, the NHI covers
thirteen of the total of seventeen drugs cur-
rently available in the world market.
Cheng: How about the wait for the adoption of
high-price biologics?
Minister Yeh: The NHI does cover many of
them, but we place certain restrictions on their
use. The BNHI will pay subject to certain con-
ditions. Admittedly, these conditions some-
times are too strict and physicians strongly op-
pose them. For example, there is now a debate
over cholesterol-lowering drugs in the statin
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family like Lipitor, which is very expensive. So
the BNHI has set a limit on their use, such as
that the patient’s cholesterol must be above a
certain level, or other ways to reduce the level,
such as that lifestyle changes have failed.

Financing And Protection Of
Disadvantaged
Cheng: Let us now turn to the financing of the
NHI. Why did Taiwan adopt the premium
model, rather than the general tax model used
in, say, Canada’s health system and the British
National Health Service [NHS]?
Minister Yeh: Three reasons: first, previously
existing social insurance schemes such as La-
bor Insurance, Government Employees Insur-
ance, and Farmers Insurance were all premium
based, so the public was familiar with that
model. Second, the general tax model would
not work in Taiwan, because the government’s
ability to levy taxes is poor—total tax revenue
as a percent of GDP is currently 13 percent,
down from a historical high of 18 percent. Fi-
nally, the Department of Health would have to
compete for government budget allocation
against other government departments such as
defense, finance, education, and transporta-
tion; this may lead to unstable and insufficient
funding for the NHI because the government’s
priorities may shift.
Cheng: What happens to those individuals or
households who cannot afford the NHI pre-
mium?
Minister Yeh: The government pays 100 per-
cent of the premium for low-income house-
holds—currently 1 percent of the population—
and extends interest-free loans to the near-
poor—2 percent of the population. I had pro-
posed, in 2008, raising the tobacco tax from the
current NT$10 per pack to NT$20 per pack
and using part of the additional revenue as a
subsidy for the near-poor.1

Cheng: You mentioned that raising the to-
bacco tax is relatively easy in Taiwan.
Minister Yeh: Yes, because the antismoking
campaign has been very successful in Taiwan,
and the tobacco tax is regarded as a sin tax, so
there is not much opposition.
Cheng: And did your proposal to increase the

tobacco tax pass the legislature?
Minister Yeh: Yes. It did pass, on January 23 of
2009. The new tax will be enacted June 1 of
2009. This will give the NHI an additional 4
percent of its total annual revenue, or NT$16
billion (US$485.9 million). I intend to use the
new money for a variety of purposes. Namely,
roughly a little less than half (NT$7.2 billion, or
US$218.2 million) will go to NHI general reve-
nue; NT$2.16 billion (US$65.5 million) for can-
cer research, prevention, and screening;
NT$1.44 billion (US$43.6 million) for subsi-
dies to the near-poor to ensure their coverage;
and the rest to health care quality improve-
ment, including health care in remote and
mountainous areas and off-shore islands, care
for rare diseases, suicide prevention, and nar-
cotics addiction.
Cheng: I understand that, remarkably, over 98
percent of Taiwanese pay their premiums on
time. How do you get such good compliance
from the public?
Minister Yeh: The NHI’s total premium reve-
nue comes from three sources: government (25
percent), which will not default on premiums;
employers (37 percent); and the public (38 per-
cent). The BNHI is good at collecting premi-
ums from the public—better than Taiwan’s Na-
tional Taxation Bureau. When people don’t pay
premiums on time, the BNHI telephones or
sends notices to them immediately. Our citi-
zens are very law-abiding, so compliance is
very high. The “bad debt rate” is just around 1.5
percent. In the end, more than 98.5 percent of
the premium is collected.

Provider Payment: FFS, Global
Budgets, P4P, And Disease
Management
Cheng: There is a consensus among health
policy experts around the world that FFS [fee-
for-service] is about the worst way to pay doc-
tors, and yet it is also the most widespread
method actually used around the world. Does
Taiwan have plans to reform its FFS-based
payment system?
Minister Yeh: We currently have FFS under a
system of global budgets. Ideally, under global
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budgets, FFS should be done away with. This is
the goal. But it is very difficult to implement
such changes. In reality, under our global bud-
get system, fifty-three surgical procedures are
under case payment (like your DRGs [diagno-
sis-related groups])—for example, the case-
based global fee for total hip replacement is
NT$124,754 (US$3,789).
Cheng: By “case payment” do you mean “bun-
dled payment”—that is, a global fee for a fixed
procedure? In the U.S. there is much talk of
bundling the services going
into the treatment of standard
cases—for example, CABG
[coronary artery bypass graft-
ing]—and paying one global
fee for the entire bundle of in-
patient and ambulatory ser-
vices, giving providers an in-
centive to practice cost-
effective medicine across the
entire spectrum of delivery settings. But for
that to happen, we must have patient-cen-
tered, clinically integrated care, which is still
the exception in the U.S. Are you aspiring to
that kind of system reform in Taiwan as well?
Minister Yeh: Our “case payment” is for inpa-
tient services only and bundles fees for hospital
and hospital-based physician services. It does
not include fees for ambulatory services. We
have developed our own version of DRGs but
have not implemented them except for the
fifty-three mentioned earlier.
Cheng: You mentioned that Taiwan has used
sectoral global budgets to control health
spending successfully. Health policy experts
generally believe that such an approach can be
useful in the short run, to break an upward
trend in health spending, but that over the lon-
ger run this is a heavy-handed approach that
inhibits a flexible adaptation of health care de-
livery to changes in technology—for example,
shifts from inpatient to outpatient care made
possible by new technology. Does Taiwan con-
template staying with the global budget ap-
proach forever?
Minister Yeh: We are aware that some schol-
ars continue to challenge the global budget ap-
proach. The global budget approach is not as

bad as people imagine. We have five sectoral
global budgets under one big overall global
budget for the whole system: hospital, primary
care, dental, traditional Chinese medicine, and
kidney dialysis. Our hospital global budget in-
cludes hospital outpatient ambulatory care,
and that part is almost 50 percent of the total
cost of any hospital. So far this system has
worked, even if not perfectly. Shifting patients
from inpatient to outpatient care is effortless
because both are under the same hospital

global budget.
Cheng: Are there disease
management programs
[DMPs] in Taiwan? What
payment schemes do you use
for DMPs—pay-for-perfor-
mance [P4P], or risk-adjusted
capitation as in Germany and
the Netherlands?
Minister Yeh: We have five

P4P programs using the disease management
approach—diabetes, breast cancer, asthma, tu-
berculosis, and hypertension; other programs
are based on fee-for-service or case payment.
Diabetes management and tuberculosis control
are relatively successful because there are good
indicators to measure outcomes by, for exam-
ple, HbA1c for diabetes. Breast cancer P4P is
considered so-so up to this point. There is no
evidence as yet that P4P for asthma has made a
big impact. Overall, however, the budget im-
pact of these initiatives is still small. We need
to take a much more aggressive approach to
disease management. For that we need to over-
haul our payment system, which is still largely
based on fee-for-service payment to providers.

Health Information Technology:
Toward A High-Performing System
Cheng: Everywhere around the world, elec-
tronic health information technology (IT) is
now viewed as a necessary though not suffi-
cient component of high-performing health
systems. Denmark’s health IT is ranked num-
ber one among OECD countries, yet according
to a Danish scholar, Taiwan’s health IT sur-
passes Denmark’s. What do you see as the most
successful aspects of Taiwan’s health IT?
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Minister Yeh: There are two aspects to the
NHI’s health IT: one is the IC Card (Smart
Card), a credit card–size card, which every in-
sured has for accessing care, and the other is
the wider IT system of which the IC Card is an
important component. As all providers in Tai-
wan submit claims electronically based on the
electronic patient records they keep, we can do
very detailed profiling of both patients and
providers. All the data in our health IT system
can be linked, so that we can know anything
we choose to know about patients, their utili-
zation of health care, providers, and so on,
quickly—usually within a day of service. We
have complete profiles on utilization by pa-
tients’ income level, geographic location, visit
number, hospitalization number, etc. Thus, we
are able to monitor our health system almost in
real time.
Cheng: With so rich a database, do you do a lot
of operations research, also called “health ser-
vices research”?
Minister Yeh: This is where we fall short of our
potential. We have so much valuable data, but
there are not enough people asking the right
questions as a basis for decision making.
Cheng: Does this have to do with your ex-
tremely low administrative budget: 1.5 percent
in 2007?
Minister Yeh: Yes, this has to do with the bud-
get. We have made our data, scrambled to pro-
tect patient privacy, available to academic re-
searchers. Unfortunately, we do not have
enough R&D [research and development]
funding to incent researchers to ask the right
questions; you need to have people doing stra-
tegic thinking. It is like in a war; winning or
losing does not depend so much on the number
of troops. Good commanders with good sys-
tems of information and operations staff are
what are needed. We could do better here.
Cheng: Do you have an electronic medical rec-
ord [EMR] or a personal electronic health rec-
ord [PEHR]?
Minister Yeh: Not yet. At present, most hospi-
tals have EMRs within their own walls, but
interhospital communication still awaits stan-
dardization of nomenclature. But once we de-
cide to develop a cross-system EMR, we can

accomplish it very quickly, because as a single
insurer, we can have one single standard. We
can go to a complete e-record in five years.

We are in the process of building the Pic-
ture Archiving and Communication System
[PACS]—imaging switching center. I am aim-
ing for its completion by the end of 2010. I ex-
pect to have all imaging done in the NHI elec-
tronically transferable within the entire
Taiwan health system.
Cheng: What about a PEHR that links pa-
tients electronically to the health system? Does
not the current NHI IC Card already feature
important components of a PEHR, such as
record of illnesses, diagnosis, prescriptions, al-
lergies, etc.?
Minister Yeh: Yes, but I want our people to
build quickly a more refined PEHR, one supe-
rior to the NHI IC Card we now use. I know it
will be difficult because a more refined PEHR
will first require us to upgrade our current IC
Card to the second-generation IC Card. The
present IC Card only has 36k of memory,
which is not enough.

Preventive Care And Quality Of
Care
Cheng: Many physician-leaders in Taiwan
have voiced their concern about inadequate ef-
forts at prevention, citing the time pressure on
doctors. I have read that where the government
did invest in prevention, as in cervical cancer
prevention by Pap smear screening, patient
outcomes have vastly improved. Is that a gen-
eral finding?
Minister Yeh: Yes, it is. It is also true that at
present, prevention is not as well done as it
should be. We do a pretty good job with
antismoking campaigns, but that is a different
kind of prevention than the kind doctors typi-
cally think of. The current screening rate for
breast cancer, ranging between 5 and 10 per-
cent, is too low. Screening rates for oral can-
cer—another major cancer in Taiwan because
of betel nut chewing—and colon cancer are
also quite inadequate. We have to invest more
in these activities.
Cheng: Do you believe that inadequate screen-
ing is in fact at least partly responsible for the
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significant gap in five-year survival after diag-
nosis for colon, lung, and breast cancer in Tai-
wan compared to high-spending countries like
the U.S., Germany, and Switzerland? For exam-
ple, breast cancer five-year survival in Taiwan
is 67.7 percent, compared to 87.6 percent in the
U.S. and 73.3 percent in a fellow single-payer
country, the U.K., which spends more on
health care. I would imagine that as minister of
health, you have these outcomes data in your
sight. Are there any concrete plans to match
the higher survival rates elsewhere?
Minister Yeh: Of course! To address this prob-
lem, I have designated a special sum from the
tobacco tax revenue solely for screening of
three major cancers in Taiwan: colon, oral, and
breast. It would be great if within ten years the
breast cancer mortality could be cut in half,
just like we did with cervical cancer. The cervi-
cal cancer mortality in Taiwan was cut in half
in the ten years from 1995 to 2005, even though
its screening rate is not that high: 33 percent a
year, with a three-year cumulative screening
rate of only 60 percent. I am also optimistic
about reductions in oral cancer mortality, be-
cause screening for it is easy. So our biggest
problem is that we did not spend enough
money on preventive screening.
Cheng: I have been told that once a cancer di-
agnosis is established in a patient in Taiwan,
treatment (such as surgery) is done well and
outcomes are excellent. Do you agree?
Minister Yeh: You put your finger on an im-
portant aspect of cancer care in Taiwan. Stage-
specific five-year cancer survival rates in Tai-
wan are similar to those in high-spending
countries. Although they are lower than in the
U.S., they are better than in the U.K. What this
shows is that our staging is too late, not that
our treatment is inferior. The problem is, once
again, that we do not have comprehensive and
early cancer screening programs. This is due to
inadequate funding for screening in the past
few years.

When you look at survival after organ
transplantation, we sometimes do better than
the U.S. For example, because we do more liver
transplantation here, we have much better
outcomes than does the U.S. Kidney trans-

plantation results are also comparable to the
U.S. But since we rarely do lung or heart-lung
transplants, our outcomes are much worse.

Integrated Care And Care
Coordination
Cheng: In all of the countries I have recently
visited, there has been for several decades now
a yearning among policy analysts for “inte-
grated care.” Unfortunately, the providers of
health care responded to that yearning merely
by building vertically integrated health sys-
tems that include primary care outpatient
practices, hospitals, pharmacies, home care
agencies, nursing homes, and hospices. But
these facilities were only legally and economi-
cally integrated. They never integrated patient
care clinically in a patient-centered way. These
systems are really just a bunch of silos owned
by one system, with each silo doing its own
thing and even billing separately. Let me first
ask whether Taiwan also has had this faux sys-
tems integration.
Minister Yeh: We encourage vertical system
integration, and it is happening. Big teaching
hospitals have been integrating downward
with small and medium-size community hos-
pitals. What is behind the vertical integration?
Hospital systems here are very competitive.
Large hospitals and medical centers, in order to
carve out their territory and guarantee their
sources of patients who would be referred to
them—that is, have a steady supply of pa-
tients—must reach out to remote, rural com-
munity hospitals to affiliate with them or even
buy them. They invest in those hospitals so
they can guarantee that all patients in the com-
munity will go to them.
Cheng: Do patients get better-quality care at
the integrated hospital systems?
Minister Yeh: Yes, the quality of care is better
at the integrated hospital systems.
Cheng: Is that because the vertically inte-
grated systems actually try to give patient-
centered, clinically integrated care, or is there
some other reason?
Minister Yeh: Vertically integrated systems
improve care continuity and thus produce
better patient outcomes. In addition, they give
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physicians in community hospitals opportuni-
ties for further training at larger hospitals or
medical centers, making them better-trained
physicians, whatever their specialties.
Cheng: In its book Crossing the Quality Chasm, the
U.S. Institute of Medicine laments that Ameri-
can health care is highly fragmented, has poorly
designed work-flow processes, and lacks even
a rudimentary health IT infrastructure. Is Tai-
wan’s health care as fragmented as is ours in the
U.S.?
Minister Yeh: I am afraid so.
It is human nature that we do
not like to be cooperative. Tai-
wan is no exception.

Cost-Effectiveness
Analysis In Coverage
Decisions
Cheng: In the U.K., the Na-
tional Institute for Health and
Clinical Excellence [NICE]
performs technology assessment for the NHS
based on cost- and clinical effectiveness of
treatments. The NHS in turn makes its cover-
age decisions based on NICE recommendations.
How does Taiwan make its coverage decisions?
Minister Yeh: Technology assessment in Tai-
wan is a touchy issue politically. Patients just
don’t care about cost-effectiveness, and politi-
cians side with them. The argument is that ev-
eryone has but one life, and so what if saving
my life costs more than saving other people’s
lives. This is typically how the average person
thinks. What surprises me about the U.K. is
that it could refuse to pay for kidney dialysis for
the elderly. This would not be possible in Tai-
wan. Politicians here always ask the NHI to
provide more and pay less. Do we pay for
noneffective care? The most we can do is to ask
that patients pay higher copayments, because
the political price for rejecting coverage would
be very high.
Cheng: So, in essence, the NHI’s coverage deci-
sions are greatly influenced by political inter-
ference?
Minister Yeh: Yes, greatly. NHI benefits are al-
ready very broad—we call it the “inclusive of

mountains and oceans” program. But now we
must stop at providing shark fins and lobsters!
Unfortunately, the problem is that it is not easy
to say no in our political system.

Workforce: Is Length Of Physician
Visit A Measure Of Quality?
Cheng: Does Taiwan have enough doctors and
nurses? Taiwan’s physician- and nurse-to-pop-
ulation ratios—1.7 and 4.5 per thousand people
in 2005, respectively—are low compared to

higher ratios in OECD coun-
tries, especially for nurses.
You train 1,300 doctors a
year—the same number as
twenty years ago, when the
population was much smaller.
How does this affect access to
and quality of care in Taiwan?
Minister Yeh: In 1990 our
population was twenty mil-
lion. Now we are at twenty-

three million. But Taiwan’s population will not
exceed twenty-four million at maximum and
also will begin to decline very rapidly after
reaching twenty-four million because of our
extremely low birth rate. So our problem now
is not population size, but rather population
aging. We have found that every year total NHI
spending will increase by 1–1.5 percent as a re-
sult of population aging. It follows that we will
need a growing health workforce. I do not
think we have shortages of hospital beds. But
we have too few nurses—4.5 nurses per 1,000
population, compared to 9.6 per 1,000 in
wealthy OECD countries. Regarding doctors,
there is no shortage, although at 1.7 doctors per
1,000 people, our physician-to-population ratio
is lower than the 2.64 per 1,000 in wealthy
OECD countries.
Cheng: Like Japan and South Korea, Taiwan is
famous for its short physician visits and high
utilization, averaging 12.4 visits per person per
year (not including visits to dentists and tradi-
tional Chinese medicine). Is this a cultural phe-
nomenon, or are there some other reasons? The
World Health Organization [WHO] regards
length of visit as a quality measure, based on
evidence that longer visits result in better qual-
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ity of care. Is this because doctors are under too
much time pressure to see more patients?
Minister Yeh: There is no mistake that the
high number of visits in Taiwan is a cultural
phenomenon, as it is in Japan and Korea, where
the number of visits is also high. Another rea-
son is that any encounter with a doctor is
counted as a visit. A visit to a provider just to
look at a lab report counts as a visit.

Now I would like to ask, “What’s wrong
with that?” In other words, seeing a doctor or
going to a hospital is conve-
nient for me; if I wish to see a
doctor, I can see a doctor at
any time, although the visit is
short. I agree with what you
said—that length of visit is
regarded by the WHO as a
measure for quality of care—
but show me the evidence
that quality is not good here. I also agree that
there is a trade-off between accessibility and
quality. In Taiwan, though, because patients
have frequent contact with their doctors, doc-
tors are familiar with their patients’ condi-
tions and therefore do not need as much time
for each visit as they would when they see new
patients.

There is also the issue about the cost of lon-
ger visits. If you insist that every patient
should be seen for fifteen or thirty minutes, it
would cost a lot more—a doctor consultation
is expensive. If you compare the total cost and
total social cost-benefit ratios of fifteen- or
thirty-minute visits with three-minute visits,
you will find that a lot of people cannot afford
visits and would be worse off as a whole with
longer, more expensive visits. Would a system
where visits are so expensive that many people
cannot afford to see doctors or get treatment,
as they are in the U.S., be a good system? I
would argue that despite our “three-minute
visits” and alleged inferior quality, if the pa-
tient has something serious, the doctor would
still take the time to examine and treat the pa-
tient. Why don’t we look at the overall final
outcome—how is the patient in the end? The
WHO regards length of visit as a quality indi-
cator, but over the long haul, is that efficient

from the point of view of societal welfare? Is
that cost-effective? Suppose we changed our
system and required each physician to spend
fifteen minutes per visit; what would be the
consequences of such a requirement?

Lessons For Other Countries
Cheng: What lessons for developing countries
trying to establish universal health insurance
do you think Taiwan’s experience offers?
Minister Yeh: First, you need a cadre of com-

petent technocrats who can
devise sound policy and then
implement it. Second, you
need a political system rea-
sonably free from corruption.
Third, you need a physical in-
frastructure capable of deliv-
ering on health policy. Fourth,
you need a head of state with

dedication to the idea and willing to lead.
Most importantly, you need a good health

IT system at the very beginning, to have the
data capacity as a basis for policy making. Our
every decision is based on quantitative evi-
dence generated by our IT system. Taiwan in-
vested heavily up front on health IT, and we
have reaped the benefits of our powerful IT
system ever since. The savings our IT system
has generated have paid for the setup cost of
that system many times over.
Cheng: What about solid economic develop-
ment as a platform for the establishment of
universal national health insurance—is that
not equally important?
Minister Yeh: You are right. A country must
establish national health insurance during
good economic times. It should be noted that
there are associated cost increases in the sev-
eral years prior to the establishment of national
health insurance. Fortunately, Taiwan had
good economic growth for many years prior to
the NHI’s implementation; so we were able to
absorb the cost increases associated with its
establishment.
Cheng: The election of President Barack
Obama and a Democratic Congress in 2008 has
given the U.S. another opportunity at major
health reform—it is well known that the U.S.
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has the highest health spending in the world
(16.6 percent of GDP in 2007), and yet it leaves
15 percent (forty-six million) of its population
uninsured. What, if any, of Taiwan’s experi-
ences with health reform may be relevant and
useful for the U.S.?
Minister Yeh: My comments are that universal
coverage improves equity, and contracting
with all providers can improve access. Because
we are a single payer, we can save a tremendous
amount of administrative cost. As we discussed
earlier, we also have a power-
ful IT system to help run the
NHI efficiently. In the U.S.
you have so many diverse pro-
viders, you could never hope
in any way to integrate them
into a coherent health system
without an interoperable IT
system. Precisely because we
have a single-payer system, all
of our hospitals must follow the rule set by the
single payer—there is only one set of rules. In
the U.S. you have so many private health insur-
ers, each with their own rules and nomencla-
ture, that you spend a lot of money just on ad-
ministration. Your records and images cannot
easily be electronically transferred, and the
whole system is fragmented and inefficient as a
result. To us, government administration of the
NHI is most important.

Perspective On The U.S. System
Cheng: If you were to give a lecture on the U.S.
health system to college students in Taiwan,
what major strengths and weaknesses of that
system would you tell them about?
Minister Yeh: I thought about this question
long and hard and concluded that where your
system is better than ours is in the adoption of
high technology, which is faster than it is in
Taiwan. For example, the introduction of new
drugs occurs on average two years earlier than
Taiwan. For some technology, the U.S. leads us
by five years. You are also way ahead in R&D.
The U.S. spends a lot on R&D, and on medical
education. Taiwan has eleven medical schools,
but the best of them are only as good as the av-
erage American medical school. American

medical education is the best in the world. We
simply have not spent nearly as much in train-
ing our doctors.

Thoughts On The Single-Payer
Approach
Cheng: Finally, what do you think are the
strength and weaknesses of the single-payer
approach, now that Taiwan has lived with it?
Minister Yeh: A single-payer system has a sin-
gle risk pool, since everyone is mandated to en-

roll. This enables cross-subsi-
dization among diverse
groups with not only different
socioeconomic status but also
different health status. In ad-
dition, the single payer wields
monopsonistic power in pro-
curing services and prod-
ucts—hence low prices for
health care.

Taiwan’s example also shows that while
there is no choice of insurers, people enjoy
complete free choice of providers. The latter
compels the providers to be competitive and
efficient. Furthermore, the administration of
the single-payer system is simple, as there is
one set of rules for everyone, whether it is re-
garding clinical protocols, quality indicators,
fee schedule, etc.

However, there are some drawbacks to the
single-payer system. Our system does not give
us much room for flexibility and innovations
in financing. For example, because of the ever-
present political interference, it is difficult for
us to raise the premium rate, permitted under
the NHI Law, to maintain a balanced budget
for the NHI.
Cheng: Thank you so much for sharing your
insights with us on Taiwan’s remarkable health
system.
Minister Yeh: You are most welcome. It has
been my pleasure.

NOTE
1. NT$, short for the new Taiwan dollar (yuan), is

Taiwan’s currency. At the time of this writing, the
spot exchange value of a U.S. dollar was about
32.93 new Taiwan dollars, or yuan.
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