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Outline of the presentation

Respective roles of public and private funding for health in 
OECD countries
Focus on three countries: France, Canada and Australia
Some reflexions on political choices and opportunities for the 
development of PHI markets

Presenter
Presentation Notes
Choice to focus on public expenditures: 
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Terminology

Private health insurance refers to private coverage for health, by 
opposition to public coverage (funded by taxes or social 
contributions) and does not refer to the legal status of 
institutions.

« Private » does not necessarily mean « for-profit ». In many 
countries, private health insurance is offered by private not-for-
profit institutions
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Public and private coverage in OECD 
countries
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% total expenditure on health Percentage points

Public sector is the main source of health financing  in almost all OECD 
countries, with convergence since the 1990’s

1. Data refer to current expenditure.   2. 2003.   3. The OECD average excludes Belgium and Slovak Republic.   4. 2005.
2. Source: OECD Health Data 2008.

Presenter
Presentation Notes
The public sector is the main source of health financing  in all OECD countries, except for MEX, the US and Greece
On average, the public share of public spending was 74% in 2006. In Luxembourg, the Czech Republic many Nordic countries, the UK and Japan, public financing accounted for more than 80% of all expenditures. A convergence in the share of public funding has been observed since the 1990s. In countries, like Poland and Hungary, the share of public financing has been declining.




6

The size and composition of private funding 
differ considerably across countries
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Private insurance Out-of-pocket payments

Source: OECD Health Data 2008
Note : (*) % of total current health expenditure
Share of private insurance was not available for Greece, Iceland and UK.

Presenter
Presentation Notes
The size and composition of private funding differ considerably across countries. On average, private financing account for 26%, and accounts for more than half of health spending in Greece and Mexico.

In all OECD countries but two, the United States and France, out-of –pocket payments are the main source of private funding. 
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Private health insurance plays a significant 
role in several OECD countries - 2006

Source: OECD Health Data 2008 and OECD estimates

Presenter
Presentation Notes
Private health insurance plays a significant role in several OECD countries, in terms of population coverage or share in total health expenditures.
In four OECD countries, more than 60% of the population was covered by private health insurance in 2006: France, the United States, Canada and the Netherlands. 
Depending on the role of PHI, the share of private insurance in total health expenditures varies: it is the highest in the US, with a little more than 35% of THE, followed by France and Canada, with about 13% and Germany (10%). 

Slight decrease since the 2004 report for the highest countries.
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The roles of PHI in OECD countries: 
primary, principal or substitutive

Private health insurance acting as the primary source of 
coverage:
Principal source of coverage (e.g.US)
– Need for public intervention to ensure the coverage of high-

risk people (Medicare for seniors and disabled) and low-
income people with no ability to pay for health insurance 
(Medicaid for low-income) 

Substitutive source of coverage
– For people allowed to opt out from public coverage (e.g. 

Germany)
Private coverage is not compatible with public coverage for an 
individual.

Presenter
Presentation Notes
In OECD countries, the role and size of PHI are most often shaped by the scope of the « benefit basket » covered by public health coverage, with the notable exception of the United States.
With small differences in the terminology employed, private health insurance roles have been classified according to their articulation with public schemes by the OECD and by the European Observatory of health systems and policies. 

In a minority of OECD countries, private health insurance acts as the primary source of coverage.

PHI is the primary and principal source of coverage in the United States where it covered 65% of the population in 2006 and account for about 37% of health expenditures. The purchase of health insurance is voluntary and the market is characterised by risk-selection (from purchasers and insurers). Public programs have been implemented to cover high-risk and low-income people, in spite of which 18% of the population remains uninsured. 

It is interesting to note that coverage in Switzerland is mainly provided by private institutions, financed by premia, which compete on health insurance market. Nevertheless, the primary source of coverage is considered as “social” in health accounts, due to the characteristics of the Swiss health insurance market for basic primary health coverage: Since 1996, the purchase of health insurance is mandatory. Strong regulation prevents insurers to practice risk-selection (conditions for enrolment, risk-equalisation scheme)./ The benefit basket is defined at the Federal level with marginal possibilities for variation.

Health insurance plays a substitutive role when it covers people eligible for public coverage who are allowed to opt out. It is the case for high-income people in Germany.

In all those cases, private health insurance is not compatible with public health coverage for an individual.
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The roles of PHI in OECD countries: 
primary, duplicative

Private health insurance duplicates primary public coverage:

Covers people eligible to public coverage
Covers the same goods and services
Most often with enhanced choice of provider, enhanced access

People with duplicative insurance can choose to be treated as 
“private patients” or “public patients”
Providers and facilities may be accessible to both private and 
public patients or dedicated to one category only
Exists in Australia, Ireland and, to a lesser extent in the UK

Presenter
Presentation Notes
In a few countries, PHI duplicates public health coverage in the sense that it covers the same people and the same benefits.
People purchasing PHI, in addition to their entitlement to public health coverage expect:
Higher choice of providers
Enhanced access, possibility to “jump the queue” when waiting lists exist

According to circumstances, people with duplicative coverage can choose to be treated as public and private patients. This form of Phi coverage raises the issue of providers’ status. Countries are aware that such a system is likely to divert scarce (human) resources from the public sector and to create a two-tier system with high access for people with both insurance and low access to people with public coverage. Countries have been trying to avoid this either by prohibiting public providers to supply services to private patients or by limiting the amount of services they can supply to private patients.

PHI plays the role of duplicative health insurance in Australia and Ireland with high shares of population covered and significant shares in total health expenditures. Such coverage also exists in the UK.
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The roles of PHI in OECD countries: 
complementary and supplementary

Private health insurance only intervenes on top of public primary 
coverage to:

Cover copayments imposed by public coverage on goods and 
services covered: complementary (e.g. France, US for Medicare 
beneficiaries)

Cover goods and services which are not covered by basic 
primary public health coverage:  supplementary (e.g. Canada)

Private health insurance often plays both roles of 
complementary and supplementary, with one prominent role.

Presenter
Presentation Notes
In several countries, PHI intervenes on top of public primary coverage to
cover copayments imposed by public schemes 
Cover benefits which are not covered by public schemes.

In the first case, it plays a complementary role. In the second case, it plays a supplementary role.

France is the country in which complementary health insurance plays the most important role. 
Canada is one of the country in which supplementary coverage plays an important role





To sum up:

  Eligibility to public HI

  YES NO 
Same services 

covered by 
public health 

insurance 

Duplicate 
(UK, EIRE, 
Aus, Sp, Ita) 

Substitute
/principal
(USA, Ger, 

NL, CH, Sp)
Co-payments on 
publicly insured 

services 
Complementary 

(Fr, USA, Bel) 

Health 
services 
covered 
by PHI 

Additional/extra 
services 

Supplementary 
(CH, NL, Ger, Can, etc.) 

 
 

Source: OECD, Private Health Insurance in OECD Countries.

Presenter
Presentation Notes
PHI market size primarily depends on the structure of public systems.
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Focus on three experiences

Three countries with:
– Dominant public coverage
– High shares of population covered by PHI
– Significant shares of PHI in total health expenditures
– Different roles for PHI

France
Canada
Australia

Presenter
Presentation Notes
Additional constraint: no focus on Germany and the Netherlands, treated by other speakers.
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Complementary health insurance in France
Complementary coverage for goods and services incompletely 
covered by social health insurance:

• Different kinds of copayment (co-insurance rates on out-
patient services and pharmaceuticals, fixed copayment 
for in-patient care)

• Extra-billings  for physicians’ services (on average + 17% 
/ official fees for specialists

• Prices of medical goods exceeding reimbursement prices

Supplementary coverage for goods and services which are not 
reimbursed at all by the statutory health insurance

• e.g. individual room in private hospitals, alternative 
medicine non covered by statutory health insurance

Covers 92.3% of the population, finances 13% of health 
expenditures, ... with very different share according to types of 
care

Presenter
Presentation Notes
In France, most of medical goods and services are covered by social health insurance with copayments. For instance, co-insurance rates apply to physicians’ services (35%), to almost all medicines (ranging from 35 tro 65%),  per-diem payments are due for inpatient care. Voluntary insurance typically covers all or a large share of those copayments.

In France, official fees are set for services covered by social health insurance. However, a proportion of physicians are allowed to charge extra-billing. Extra-billing is more frequent for specialists than for generalists, they exceed official fees by 17% on average for specialists, with huge variations among specialties (40% for surgeons, 30% for ophthalmologists).  Complementary health insurance usually covers a share of extra-billing, often limited, for instance “up to 50% or 100% of the official fee”.

Similarly, “reimbursement prices” of medical goods, such as dental prostheses and glasses, as well as some medical devices for personal use, such as wheelchairs, are set.  Prices of those goods are allowed to and generally largely exceed reimbursement prices.

Voluntary health insurance also acts as supplementary source of coverage for residual and “comfort” services which are not covered by social health insurance. The benefit basket covered by social health insurance is rather large, which means that this function of PHI is rather marginal.
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France: VHI role in financing of health 
expenditures, by type of care - 2005

Source: National Health Accounts (DREES)

Presenter
Presentation Notes
Complementary health insurance covers only 4% of spending for hospital care, but 20% of ambulatory care, and 21% of pharmaceuticals.
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VHI market: contracts and institutions

Collective contracts dominate the market (57%)
– Generally co-sponsored by employers
– Mandatory in 50% of cases

Individual contracts (40%)
Inequities in coverage and quality of coverage, according to 
activity, sector of activity, professional status, income and age.
Means-tested subsidy (CMU-C) introduced in 2000 to increase 
take-up of complementary insurance

Complementary insurance provided by three types of 
institutions, subject to different types of regulation: mutual 
funds, provident institutions (both not for profit – 80% of PHI 
spending) and private health insurance.

Presenter
Presentation Notes
Absence of complementary health insurance have been shown to impair access to health care. This led to the creation of a scheme aimed to improve take-up of complementary health insurance, known as of CMU-C, in 2000
This is a means-tested subsidy of health insurance premia which guarantees free access complementary health insurance for the poorest part of the population. 
CMU-C provided by VHI institutions OR by sickness funds, in exchange for a flat premium paid by a specific national fund. CMU contracts respond to specific requirements:
- Benefit basket defined by the State
- Providers not allowed to charge extra-billing
Direct payment by third-party payers

In 2006, 4.7 million beneficiaries (7.4% of the population) 


Voluntary health coverage is provided by three types of institutions, subject to different types of regulation. Without entering in detailed description, note that:
Mutual funds account for 60% of voluntary health insurance spending. These not-for profit institutions have been existing before social security. They typically do not use risk-rating and risk-selection strategies. They cover about 30 million of people (29.9).
Provident institutions are not-for-profit institutions, initiated by employers and employees, and administered by boards with equal representation. They cover 5 million people -through mandatory membership for 80% of them- and account for about 20% of PHI funding.
Insurance companies, often private for profit account for 24% of PHI.
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France: issues raised by PHI coverage
Non take-up of private health insurance by the poorest part of 
the population
Stigmatisation of CMU-C beneficiaries by health 
professionals, with care denials
Gaps in continuity of PHI coverage at retirement
Cost-shifting from SHI to PHI, though not observable at the 
macro-economic level 
PHI careers acting as passive payers in most cases, claiming 
for a more active role
In terms of vertical equity, VHI is regressive while basic 
coverage is slightly progressive
Suspected to offset efforts to influence the demand for health 
services and to cause price inflation for certain types of care 
(e.g. dental care)

Presenter
Presentation Notes
Complementary health insurance raise a number of issues to the French health care system:

The non take-up of private health insurance by people eligible for CMU-C and the non take-up of PHI by people with earnings just above the CMU threshold remains an issue. The initial CMU scheme has been completed by vouchers for the purchase of complementary insurance for people with revenues exceeding CMU-C income threshold by less than 15%, but issues of non take-up remains a burning one.

In addition, CMU beneficiaries are subject to discrimination and care denial from health professionals. This has been shown by blind testing. Denial is probably mainly due to the fact that physicians are not allowed to charge extra-billing and must accept direct payment by health insurance for CMU beneficiaries.

There are also gaps in continuity of PHI coverage. A regulation impose PHI offering collective contracts to enterprises are required to offer a contract  at retirement, with a premium capped at 150% of the previous premium. However, some people do not take CHI.

Lacks in coverage is an issue, because there is a trend to cost-shifting from social health insurance to private health insurance for “ordinary care and people”. Cost-sharing requirements are increasing though this is not observable at the macro-economic level in the share of public funding in THE. This phenomenon is explained by the fact that the number of people exempted from copayment for health care related to serious chronic diseases is increasing, with associated spending.


Another subject of concern is that, until now, VHI institutions have been passive payers of co-payments. They are arguing for a more active role in purcahsing.
Since 2004, they have been more involved in decision-making:
In 2004, creation of the Board of VHI institutions, with two mandates:
Advise the Board of basic health insurance about inclusion of procedures in the benefit basket
Participate in the committee which negotiates drug prices with the pharmaceutical industry
Some VHI announced that they will not cover drugs whose reimbursement rate has been lowered to 15%

They have been creating new forms of contracts, which remain quite rare: 
Bonus contracts: reduced premium associated with a deposit, which can be partly (totally) refunded to the insured if the level of benefits received is lower than the deposit (or null)
Contracts with incitation to “preventive” care (expenditures for supposed “healthy food” partially reimbursed to the insured)

Last but not least, CHI is suspected to offset efforts of social health insurance funds and the government to influence the demand for health care and to raise the prices of certain types of care.

This led to new regulation in 2004, linking the existing tax incentive for «contracts compliant with the solidarity principle» to the concept of « responsible contracts »
Tax incentive = 7% of tax reduction on complementary health coverage. Since 2004, contracts must also be “responsible” to benefit from tax reduction:
No coverage of the deductible of €1 per physician visit
No coverage of penalties (increased cost-sharing and possible extra-billing) for non-coordinated care
Coverage of cost-sharing for physician visits up to 100%
Coverage of cost-sharing for prescribed (important) pharmaceuticals and laboratory exams up to 95%
Coverage up to 100% of at least 2 procedures in a list of preventive procedures established by the Ministry of Health
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Duplicate health insurance in Australia

Covers more than 40% of the population and accounts for 8% of 
total health expenditures
Voluntary, with incentives to purchase
– 30% rebate on PHI premium
– 1% income-tax (Medicare levy surcharge) for people above 

a certain income level who do not purchase PHI
Membership:
– Allows to be treated in a private or public hospital as a 

private patient, with  possibility to choose the doctor, the 
hospital, and a suitable time for treatment.

– But people can choose to be treated as a public patient in 
public hospitals, at Medicare prices

– Covers services not covered by Medicare such as 
physiotherapy, dental, optometry and podiatry 
services, glasses and lenses. 

Presenter
Presentation Notes
Duplicate coverage is not allowed for out-patient physicians’ services.
Uniform premium
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Duplicate health insurance in Australia
Physicians allowed to have dual practice, with much higher 
remunerations in the private sector
Impact ?
Little impact on waiting times with a risk of higher waiting times 
in the public sector
Has provided funding for expansion of capacities in the private 
hospital sector
Has increased revenues of public hospitals treating private 
patients
Cost-shifting from public to private sector has been 
small, especially when public subsidies for the purchase of 
health insurance are taken into account.
Has added to total expenditures and not reduced public 
spending

Presenter
Presentation Notes
Duplicate coverage is not allowed for out-patient physicians’ services.
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Supplementary health insurance: Canada
Context:
– Benefits covered by Medicare (public sector) defined by the 

Canadian Health Act, without copayments
– Private provision of publicly funded services authorised as 

long as patients do not face OOP payments (cost-sharing or 
extra-billing)

– Dual practice generally prohibited. Physicians and clinics 
working for the private sector cannot deliver publicly funded 
services; patients have to pay the full cost. A few physicians 
have opted out, in the richest provinces.

– Duplicate insurance prohibited in 5 provinces (among which 
Ontario and Québec) but no development in other 
provinces, because of economic disincentives

– Gaps in public coverage: not covered care and waiting times

Presenter
Presentation Notes
Newfounland and Labrador is the only province to allow dual practice and duplicate insurance.

Number of physicians who have opted out: 129 in Ontario, 97 in Québec
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Supplementary health insurance: Canada
PHI plays a supplementary role and typically covers:
– Pharmaceuticals, Dentistry, Long-term and rehabilitative 

health care, home care and alternative therapies
– PHI coverage mandatory for pharmaceutical in Québec

Covers 65% of the population, accounts for 13% of total health 
expenditures
Mainly provided through employer
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Supplementary health insurance: Canada
Two types of concerns:
Linked to supplementary coverage:
– Not affordable for all
– Serious gaps in pharmaceutical coverage in some provinces
– Debates to expand medicare coverage to pharmaceuticals
– Discontinuity in coverage (public/private) sometimes leads to 

inefficient use of health care resources.
Debates on duplicative health insurance:
– Inequal access to diagnosis and treatments between citizens 

able to afford private care (Ontario & Québec), already 
exist, would it be worse with duplicate health insurance?

– Prohibition of duplicate health insurance criticized by some 
stakeholders and recently challenged by a judgement of the 
Supreme Court of Canada (2005)

– Risk of critical shortages of doctors in the public sector.

Presenter
Presentation Notes
For instance, the fact that hospital services and home services are not necessarily covered by the same insurer, may lead to increased length of stay.



Respective roles for public and private
health insurance: a political choice under
constraint of existing demand for PHI
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Public and private health insurance mix: a 
political choice

Public health financing generally more progressive in terms of 
vertical equity: 
(Voluntary) Private health insurance entails risk-selection (from 
patients and insurers), which may be attenuated by regulation
Public coverage or subsidies are needed at least for population 
groups (low-income, seniors, disabled)
Private health insurance take-up is linked to income and other 
socio-economic characteristics,
Which leads to inequalities in access to health care
Collective preference for (vertical and horizontal) equity 
leads to a preference for public funding as the primary 
source of coverage, based on taxes or social contributions

Presenter
Presentation Notes
Public and private health insurance have different impacts in terms of equity
 Since social contributions or taxes are generally linked to revenues, by opposition to PHI premia, public schemes are generally more progressive in terms of vertical equity. 
(Voluntary) Private health insurance entails risk-selection (from patients and insurers), which may be attenuated by regulation of premium setting, enrolment and renewal requirements and by risk-equalisation schemes. It is interesting to note again that Switzerland considers that primary coverage is provided by social health insurance.
In all cases, public coverage or subsidies are needed at least for low-income and high-risk people. 
Take-up of private insurance has been shown to be linked to income and other socio-characteristics
The risk of many people uninsured.
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Public and private health insurance mix: a 
political choice

What role for PHI if public insurance is the primary 
source of coverage?
1. What is the benefit basket  covered by public health 

insurance?
2. What would be the objectives of PHI?
3. What are the lessons for experiences in OECD countries?

Presenter
Presentation Notes
Choice to focus on public expenditures: 
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The benefit basket covered by public health 
insurance

Definition of the benefit basket covered by public health 
insurance or national health service:
– Concentrate on “essential” goods and services:

• Indispensable for population health
• Effective (evidence-based)
• The most cost-effective when treatment alternatives exist

– Design copayment mechanisms
• With minimum levels for most essential care
• to steer consumption towards the most cost-effective 

goods and services
• With exemption mechanisms for low-income and monthly 

or annual caps
Embed incentives for quality and efficiency in providers payment 
schemes

Presenter
Presentation Notes
Choice to focus on public expenditures: 
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Which role for PHI? PHI responds to common 
and to different expectations

Private health insurance
Alternative source for public funding
Allows risk-pooling and prepayment (by opposition to out-of-pocket 
payment)
Expected to improve access to health care services
And to increase providers’ revenues

Complementary PHI
– Protect people from cost-sharing requirements for covered goods 

and services, suppose the existence of copayments
Supplementary PHI
– Protect people from out-of-pocket payments for not-covered goods 

and services, suppose “marketable” gaps in public coverage
Duplicative PHI
– Increase choice of providers, responsiveness of health 

system, increase supply of and access to health services
– Suppose gaps in supply and access
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Is there a demand for PHI? What are its 
determinants?

Real and perceived quality gaps in public coverage and delivery 
systems
– High levels of OOP payments (cost-sharing or not-covered care)
AND/OR
– Reduced choice of providers, waiting times

Demand for PHI linked to income
– No link between income and PHI market size at the macro-

economic level
– Suppose ability to pay for health insurance for at least a fraction 

of the population: are OOP payments a good proxy?
– In OECD countries where PHI exists, high-income people more 

likely to purchase PHI
Historical importance of PHI markets

Presenter
Presentation Notes
Many of the OECD countries where PHI has a prominent role have some tradition of private financing and private provision of health services.
Though their is no link between wealth and PHI market size at the macro-economic level, take-up of PHI is higher among high-income people.
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Contribution of PHI to health system 
performance in OECD countries 

Lessons from experience
Enhanced access to care and financial protection
– Helped to inject resources into health systems
– Expansion in capacity and services
– Improved timely access to health care in some systems
– Diverted resources from the public sector in others

But raised equity concerns
– Equity in financing and equity in access

Enhanced choice
– PHI more responsive to consumer demand for choice

Impact on quality?
Associated with higher public and total health expenditures

Presenter
Presentation Notes
Conclusions

- Additional coverage by PHI is a priori more redistributive than OOP payments
- May provide funding to increase revenues of professionals (make the health sector more attractive) and expand capacities
 - However,
Duplicate: the provision of care for private patients must be regulated to avoid a diversion of too much human resources likely to impair access and quality of care for publicly covered people.
Supplementary/ Complementary: the priority must be given to an appropriate definition of the public benefit basket so that people without health insurance have access to essential services and goods.
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Thank you for your attention.
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