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Key messages for citizens

« Public spending (i.e., government spending) on healthcare in Ontario
is mostly nanced through taxes, while private spending is mostly -
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is chapter is organized into sections that focus on each of these catego-
ries, which are depicted in Figure 3.1 as elements in the process of nancial
ows in the health system. While we separate the process into discrete
elements to help explain the process in a clear way, in reality they are nei-
ther completely separate, nor sequential. e days of a simple contractual
relationship between a service recipient (e.g., a patient paying for the care
they want or need) and a service provider (e.g., a health professional pro-
viding that care) are long gone in most parts of most health systems around
the world.(10) Today a variety of ‘third parties’ (e.g., government, private
insurers, and workers’ compensations boards) are involved in a web of rela-
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here as they are very relevant to the mechanisms through which revenues
are raised to pay for healthcare in Ontario.
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and drugs for First Nations communities, military personnel, etc.). e
remainder comes from municipal governments and social security funds,
the latter of which is made up of contributions to the Workplace Safety
and Insurance Board (Table 3.1).

Financial arrangements 83



Table 3.2: Private health expenditures, by type of product, service or insurance plan being paid
for, 2010 and 2013t

Ontario Canada
Category of private health expenditures ($ millions) ———
2010 2013 2013
Private health expenditures 1,579 1,919 2,479
Direct healthcare costs to household 1,297 1,541 1,733
Non-prescribed medicines, pharmaceutical products
and healthcare supplies 349 523 484
Prescribed medicines and pharmaceutical products 338 273 452
Dental services 302 246 346
Eye-care goods and services 135 172 230
Healthcare services 174 166 221
Healthcare practitioners (excluding family physicians
and specialists) 100 97 125
Hospital care, long-term care homes and other
residential care facilities 39 32 39
Weight-control programs, smoking cessation pro-
grams and other medical services 23 21 30
Healthcare by family physicians and specialists 13 15 28
Health insurance premiums 281 378 746
Private health insurance plan premiums 217 285 528
Private healthcare plan premiums 122 177 355
Accident or disability insurance premiums 81 89 130
Dental plan premiums 14 20 43
Public hospital, medical and drug plan premiums 65 93 218

Sources: 8; 12
Notes:
LIn ation adjusted to 2002, according to Statistics Canada's Consumer Price Index (healthcare), CANSIM 326-0020: value x (CPI

2002/CPli) = value (2002) where i = year
2Includes direct costs to household (out-of-pocket) net of the expenditures reimbursed, and health insurance premiums

Funding organizations

e second element in the process of nancial ows through the health
system in Ontario is the use of the revenues that are raised in order to
fund organizations responsible for providing programs, services and drugs
(represented by part of the right side of Figure 3.1). e most important
aspect of how organizations are funded in Ontario’s health system concerns
the transfers from the Ministry of Health and Long-Term Care to the 14
Local Health Integration Networks (LHINSs), which provide funding to
independent organizations with (often high pro le) boards of directors
in their region (as opposed to the regional authorities in other provinces
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that fund programs and services directly rather than through organizations
with separate boards of directors) (Figure 3.1).  is process involves many
home and community care organizations, all hospitals, and many long-
term care homes (although some homes receive funding directly from
the ministry). Hospitals, it is worth noting, receive 3.5 times the amount
of public funding received by other organizations combined (Table 3.3).
Importantly, while nances ow through LHINSs, these administrative
organizations generally have little discretion as to how funds are allocated
because the recipients and the amounts they receive are largely determined
by procedures (e.g., licensing of long-term care homes) and formulae (e.g.,
Health-Based Allocation Model for hospitals) set by government.

Category of public and private ~ Ontario* Canada Ontario* Canada
hea'(;hni?ﬁf::;;”re 2013 % distribution
Public
Total 53,915 148,143
Hospitals 19,379 56,487 36% 38%
Physicians 12,790 31,288 24% 21%
Other institutions 5,481 15,637 10% 11%
Drugs 4,655 12,044 9% 8%
Prescribed — 12,044 — 8%
Non-prescribed — 0 — 0
Public health 4,550 11,368 8% 8%
Other health spending 3,229 9,435 6% 6%
Health research — 2,053 — 1%
Other - 7,381 - 5%
Capital 2,477 7,446 5% 5%
Administration 828 2,680 2% 2%
Other professionals 526 1,859 1% 1%
Dental services — 791 — 0.5%
Vision care services — 360 — 0.2%
Other — 709 — 0.5%
Private
Total 25,719 61,314
Drugs 8,594 21,353 33% 35%
Prescribed — 16,261 — 27%
Non-prescribed — 5,092 — 8%
Other professionals 7,350 18,915 29% 31%
Dental services Other professionals
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Sources: 71-78

Note:

Table 3.4: Public health expenditures by the Ministry of Health and Long-Term Care, by type of
program being paid for, 2011-12

2011-12

Program A
operating expenses

Local Health Integration Networks (LHINs) and related health service providers*

Transfer payments to 14 LHINSs: 23,700,133,616
Toronto Central 4,429,833,600
Hamilton Niagara Haldimand Brant 2,648,185,300
Champlain (Ottawa) 2,398,969,800
South West (London) 2,116,960,100

Continued on next page
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2011-12

Program 3
operating expenses

Provincial programs transfer payments — continued

Ontario Breast Screening Program 72,542,400
HIV/AIDS and hepatitis C programs 54,802,200
operation and related facilities 40,375,900

Health policy and research program

Transfer payments to: 774,426,268

clinical education
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Type of

izati Funding mechanism
organization unding mechanis

Home and community care

Community  (Currently transitioning to) global budgets (30%) and a combination of Health-Based
Care Access Cen- Allocation Model and Quality-Based Procedures (70%) allocated by Local Health
tres (CCACs) Integration Networks (LHINSs)

« Additional one-time funding available for targeted activities (e.g., achieving ve-day
wait-time targets)

Organizations » Global budgets allocated by LHINS to provide a basket of services in a geographic area
providing home over a number of years as speci ed in Multi-Sector Service Accountability Agreements
and community * One-time payments from CCAC:s to organizations that are prequali ed by the Ontario
care Association of Community Care Access Centres to provide services to eligible citizens

Community « Global budgets allocated by LHINs

mental health
and addiction
organizations
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was received by CCACs (through LHINS) to provide home care services
for 713,493 clients in the province, which means approximately $3,500
was spent on home care for each client receiving support.(18) is rep-
resents a 42% increase in funding (albeit with no correction for in ation),
and a 22% increase in clients served, since 2009.(18) e government also
announced plans to increase funding to the home and community care
sector over three years (2015-16 to 2017-18) at 5% per year (approxi-
mately $750 million in additional funds).(18)

However, recent reform proposals rst shared by the Ministry of Health
and Long-Term Care in December 2015 and since described in the
Patients First Act, 2016 (also covered in greater detail in Chapter 10),
involve the CCACs being eliminated and their current duties assumed by
the LHINSs. e scope of services that are funded, however, is unlikely to
change.(19)

A number of other organizations fall within the home and community care
sector, and these organizations are funded in di erent ways (Table 3.5).
Organizations providing home and community care such as assisted living
services in supportive housing, as well as community mental health and
addictions organizations, are funded through global budgets, and all have
access to additional targeted payments either for special projects or through
amendments to their funding agreements.

Primary care funding

While the bulk of primary care is paid for through direct payments to
physicians, which we cover in the next section on remunerating provid-
ers, recent changes in how primary care is organized in the province has
resulted in the introduction of new organizational funding models (more
details about these changes in primary care are covered in Chapter 6, which
focuses on care in each sector). In particular, the establishment of physi-
cian-led Family Health Teams has created 184 primary-care organizations
that are funded through a blend of annually approved global budgets, mixed
physician-remuneration strategies (e.g., blended approaches that combine
capitation payments for each enrolled patient, with set fees for each service
provided), and direct payments for clinical support sta (Table 3.5). Nurse
Practitioner-led Clinics, which are characterized by interprofessional team-
based care with nurse practitioners as the ‘most responsible’ provider, are
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also a relatively recent addition to the primary-care sector.  ese clinics
are funded by the Ministry of Health and Long-Term Care through global
budgets, with additional billings made by consulting physicians for each
service they provide.(20)

Aboriginal Health Access Centres and Community Health Centres
are two additional types of publicly funded organizations in Ontario’s
primary-care sector. Aboriginal Health Access Centres are Indigenous
community-led primary healthcare organizations that provide traditional
healing in combination with primary-care services to First Nations, Inuit
and Métis communities in Ontario.  ese organizations are funded by the
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Increasingly, in order to make the most of these budget allocations, hos-
pitals within a single geographical region (e.g., Toronto Central LHIN)
are entering into agreements with shared-service organizations to achieve
supply-chain and operational e ciencies.(22) An expert panel on the
development and implementation of a province-wide supply-chain man-
agement strategy for the healthcare sector has been established to provide
recommendations about how to achieve further e ciencies.(23)

Hospitals receive their public funding from LHINSs through a combination
of three mechanisms: 1) global budgets; 2) the Health-Based Allocation
Model (a form of global budget); and 3) Quality-Based Procedures (a
form of case-mix funding). Global budgets (lump sum payments to cover
operating costs for an entire year) are used to allocate approximately 30%
of hospital budgets. e Health-Based Allocation Model accounts for the
allocation of approximately 40% of hospital budgets in the province (Table
3.5). As with CCACs, speci c details of how this model is calculated for
each hospital are not publicly available. As noted above, the approach tries
to predict the volume and cost of services in the coming year by looking
at historical service volumes, expected population growth, and healthcare
access patterns in a speci ¢ region, as well as the size and teaching status
of a hospital. e remainder of hospital budgets (30%) is funded through
Quality-Based Procedures, which are described in relation to CCAC fund-
ing above, and apply to all or part of an episode of care, rather than a single
service, again without including physician billings. Ten types of patient
services are currently paid as Quality-Based Procedures in hospitals: hip
replacement, knee replacement, treatment for chronic kidney disease,
treatment for cataract, gastrointestinal endoscopy, chemotherapy/systemic
treatment, non-cardiac vascular repairs, treatment for congestive heart fail-
ure, treatment for chronic obstructive pulmonary disease, and treatment for
stroke.(24) Hospitals also supplement these public revenues with dona-
tions and grants, as well as revenue from parking, space rental (e.g., for
co ee shops in hospital lobbies), and other sources.

Alternative approaches that link hospital care to other sectors such as home
and community care by funding an entire episode of care — including all
services provided across all settings within each episode — are also being
piloted. For example, since 2012 St. Joseph’s Health Care Hamilton has
been experimenting with ‘bundled care,” another form of case-mix fund-
ing, in which hospital and home-care dollars are combined and ‘tied’ to
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individual patients (particularly those undergoing lung-cancer surgery or
hip/knee replacements, and those with chronic obstructive pulmonary
disease). In this model, sta working in hospitals are linked with their
counterparts in the community, many of whom are responsible for home
visits and follow-up care. Healthcare providers are paid from the same
patient-allocated bundle to provide care that is coordinated within the
team.
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combination of transfers from various sources. Public sources that help

fund long-term care homes include:

1) the provincial health budget, either directly or through LHINSs, which
accounted for more than half (57%) of all long-term care homes’ rev-
enues in 2012;

2)
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Historically, fee-for-service has been the main option used to remunerate
physicians, while nurses both in home and community care settings and in
hospitals, for example, have received salaries (paid for out of organizational
budgets). However, provider remuneration has shifted a great deal in the
last decade and a half, particularly for physicians, many of whom are now
paid using a complex array of mixed remuneration models.

Physician remuneration

e speci cs of physician remuneration are typically negotiated between
the Ontario Medical Association and the Ministry of Health and Long-
Term Care under the terms of a Physician Services Agreement, the last one
having been negotiated for the period of October 2012 through March
2014 inclusive.(26) Since the conclusion of the last Physician Services
Agreement, and during the period in which the two parties have been
unable to reach a new agreement, the government has made several unilat-
eral cuts to physician fees, but also clari ed that the Patients First Act, 2016
will not delegate to LHINS the authority to negotiate physician contracts
on behalf of the Ministry of Health and Long-Term Care.

While nearly two thirds of all physician remuneration continues to be paid
through fee-for-service, whereby physicians bill OHIP for each service they
provide to patients based on the rates outlined in the Schedule of Bene ts
for Physician Services (see the OHIP box in Figure 3.1), the other one
third is now covered through a range of alternative payments (Table 3.6).

is is a dramatic shift from the roughly 92% of physician remuneration
paid through fee-for-service and 8% of remuneration paid through alter-
native payments in 2000-01 (Table 3.6).  is general breakdown is similar
for family physicians and specialists, although the ways in which di erent
remuneration models are mixed with fee-for-service di ers between these
two groups.

In parallel with dramatic shifts in how primary care is organized in Ontario
(see Chapter 6 for more detail), family physicians are increasingly paid
through a number of blended mechanisms depending on the primary-care
model in which they practice (Table 3.7). For example, physicians working
inaFamily Health Team are paid through one of blended capitation, blended
salary or blended complement-based (full-time equivalent) payments. Some
other models rely on blended capitation payments (for physicians working
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Table 3.6: Public health expenditures on physicians, by type of physician-remuneration

mechanism*
Ontario Canada
Category of payments ($ thousands)
2000-012 2010-11 2013-14 2013-14

Total clinical payments to physicians 4,535,118 7,320,013 8,191,649 23,681,424

Fee-for-service clinical payments to 4,161,511 4,800,351 5,176,714 16,859,685

physicians

Alternative clinical payments to 373,607 2,519,661 3,014,935 6,821,739

physicians

Average gross clinical payment per — 297,864 304,658 330,317

physician

Sources: 8; 100-103
Notes:
*n ation adjusted to 2002, according to Statistics Canada’s Consumer Price Index (healthcare), CANSIM 326-0020: value x (CPI

2002/CPli) = value (2002) where i = year
2 Data not available for the speci ¢ reference period are denoted by —.

in Family Health Networks and Family Health Organizations) or salary
(for physicians working in Community Health Centres). e Schedule
of Bene ts also includes a number of pay-for-performance billing codes
that are unique to family physicians, such as premiums for services billed
outside of regular work hours, and annual bonus payments for meeting
particular targets (e.g., number of house calls for complex and continuing
care patients).(27) We return to nancial incentives below.

Specialists are compensated either through fee-for-service entirely (with
billings working in a similar way to primary care), or a range of other
blended ‘alternative funding plans’ or ‘alternative payment plans’, which
are contracts between groups of specialist physicians and the Ministry of
Health and Long-Term Care.(28) However, the fee billed for these ser-
vices is dependent on a referral from a family physician: if a patient is not
referred, the specialist receives a lower fee for the same service.(29) Special-
ists engaged in ‘alternative funding plans’ or ‘alternative payment plans’
usually work in university teaching hospitals and have a mix of clinical,
teaching and research commitments.  ese specialists are remunerated
through a number of blended models that often utilize base rates with
additional incentive payments, and which sometimes incorporate a fee-
for-service component. Other remuneration models used in ‘alternative
funding plans’ and ‘alternative payment plans’ include: 1) global/block
funding for speci c services or locations; 2) blended models that include
a base rate for clinical services, teaching, research and administration plus
premium payments; 3) payments made based on bed utilization rates; and
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Sources: 104-107

Notes:

1 Fee-for-service is billed through the Ontario Health Insurance Plan and is based on the Schedule of Bene ts for Physician Services.

2 Programmatic capitation provides monthly comprehensive-care capitation payments for patients enrolled in programs (e.g., chronic-
disease management programs).

3Blended capitation provides a xed payment per patient, adjusted for age and sex for a predetermined set of primary-care services,
while fee-for-service payments are given for other services that fall outside of the capitation model.

4
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medicine professional corporation (e.g., many family physicians and spe-
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system goals, and that are layered on top of, or operate alongside, existing
nancing, funding and remuneration mechanisms. In Ontario, these have
mostly been characterized by individual bonuses paid directly to health
professionals and managers, and included incentives for:
« encouraging community pharmacists to support smoking cessation
among Ontario Drug Bene t (ODB) Program recipients;(40)
« supporting family physicians to provide u shots for seniors, toddler
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does change as new products (e.g., prescription drugs) and services (e.g.,
physician services) are added to the list of those that are covered (e.g., by
ODB and OHIP, respectively), and as other services (some of which may
no longer be the most cost-e ective option) are ‘delisted’ — a process that
is often referred to as ‘disinvestment.” e government publicizes additions
and delistings through the ODB Program (www.formulary.health.gov.
on.ca/formulary/) and OHIP (www.health.gov.on.ca/en/pro/programs/
ohip/bulletins/). When appropriate, we also refer to tables introduced ear-
lier in this chapter to illustrate the nature and extent of costs covered.

Because the aim in this chapter is to focus on the big picture of how prod-
ucts and services are purchased publicly in the province (and thus the nature
and extent of public coverage), we do not provide an overview of all the
products and services that fall within each sector, or that are provided for
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Sources: 89; 108-112

Notes:
1For a more comprehensive description of each sector including the policies, programs, places and people involved in it, see Chapter 6.
2
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be paid for privately, again either through out-of-pocket spending or a
private insurance plan.

Coverage by sector
Home and community care

e many for-pro t, not-for-pro t and public organizations that provide
home and community care to Ontarians are funded in whole or in part
by CCACs. Any Ontarian can directly approach a CCAC and receive
services at no charge from sta , who are able to: 1) provide information
about home and community care (and long-term care) options, regardless
of whether they are funded by the government; 2) determine eligibility
for government-funded services and settings; 3) arrange for and coordi-
nate the delivery of government-funded professional, personal support and
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for land ambulance services if medically necessary, and $240 if a land ambu-
lance is used for something that is not considered medically necessary. For
air ambulance services, Ontarians are fully covered as long as the services
are ordered by a physician (a type of prior approval requirement referred
to in option 5 above). Second, hospital parking, particularly for patients
and caregivers who need to visit the hospital often, has been found to place
a signi cant nancial burden on frequent visitors, and in some instances
they create a nancial barrier to accessing needed care or providing sup-
port to someone who does.  ese costs are still covered out-of-pocket by
Ontarians, although as of October 2016, hospitals that charge more than
$10 per day were mandated to reduce their fees by 50% on ve-, 10- and
30-day passes, and ensure such passes are transferrable (across people and
vehicles), provide in/out privileges, can be used for consecutive or non-con-
secutive days, and are valid for up to a year after purchase.(64)

Rehabilitation care

Rehabilitation services are unique in that they are a key element of many
sectors (i.e., home and community, primary, specialty and long-term care),
and they have been more extensively ‘privatized’ than services in other
sectors, given shifts towards more private payment and more private for-
pro t delivery (additional details for which are provided in Chapter 6).
However, there are a number of rehabilitation services that are covered by
government funds. Speci
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coverage from, an insurance scheme);

2) cost-sharing (requiring patients to pay a portion of the costs of prod-
ucts and services);

3) health savings accounts (allocating funds to individual savings accounts
earmarked for purchasing products and services, thereby shifting the
responsibility for purchasing them to the patient); and

4) targeted payments and/or penalties (giving money to households on
the condition that they comply with behavioural requirements).

While there are several examples of nancial incentives targeted at health
professionals and organizations in Ontario (see above), there are few (if any)
intentionally targeting citizens, and the aforementioned options for incen-
tivizing consumers have not been widely used in the province. Premiums
paid to private insurers to cover products and services not covered publicly,
cost-sharing for prescription drugs (including the co-payments required by
both government drug bene t programs as well as private insurance plans),
and cost-sharing for prescription lenses and dental services in private insur-
ance plans (which also require patient co-payments or deductibles) can all
be viewed as nancial (dis)incentives — particularly for prescription drug
use, given that reductions in use are typically seen with drug co-payments.
However, the payment of premiums and existence of cost-sharing may be
viewed more accurately as a consequence of past decisions about what is
covered and what is not, rather than the result of intentional policies that
align with broader health-system goals introduced by government.

Conclusion

e nancial arrangements that characterize Ontario’s health system con-
sist of a unique mix of options that de ne how revenue (i.e., money) ows
through the system. is process is represented in Figure 3.1, starting
at the top left corner and moving counter-clockwise through the gure.

roughout this chapter we have covered many of the speci ¢ details
related to how the system is nanced (i.e., element one in the process con-
cerning how revenue is raised), how organizations are funded (i.e., element
two in the process concerning how revenues are allocated to organizations),
how health professionals are remunerated (i.e., element three in the process
concerning how revenues are used to pay providers), how products and
services are purchased publicly (i.e., element four in the process whereby
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revenues become the programs, services and drugs used by citizens) and
how consumers are incentivized (which are typically the consequences of
other nancial arrangements in the system).

Despite the importance of the many speci ¢ details covered throughout
this chapter, there are ve de ning aspects of nancial arrangements in
Ontario’s health system that readers interested in the ‘big picture’ can take
away. First, Ontario’s health system is mainly nanced through taxes that
pay for publicly covered programs, services and drugs, although a signif-
icant amount is nanced privately — either through direct out-of-pocket
payments, or through premiums to private insurance plans — to pay for
products and services that are not publicly covered (e.g., most prescription
drugs, dental services). Second, LHINSs receive the greatest proportion of
public revenues in order to fund a number of organizations in the health
system, such as hospitals and CCACs that are in turn responsible for pur-
chasing services from home and community care organizations. Generally,
such funding is approached through a mix of global budgets and other
approaches. ird, physician remuneration through OHIP constitutes the
largest proportion of public money earmarked for a speci ¢ category of
health professionals, and while fee-for-service has traditionally been the
dominant form of payment, this has changed to include a wider range
of blended approaches to remuneration (particularly in the primary-care
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