HEALTH CARE ACCOUNTS-A CONCEPTUAL FRAMEWORK
AND AN ILLUSTRATIVE EXAMPLE*

Statistics Canada

Canadian statistics of the health care delivery system are generated under a variety of concepts,
methodologies, definitions, and classifications by the numerous individual units, institutions, and
organizations involved. This paper presents an overview and a framework for satellite accounts on
health care delivery. Its objective is to enable the organization of economic and financial information
on health care delivery activities from different sources into a set of consistent statistics detailing
current expenditures, current revenues, purposes of spending, and source and application of funds
in the health care delivery system. It is recognized that this economic framework is only a first stage
in establishing a complete health information framework which could link economic with social and
demographic data. A sample set of accounts for the province of Ontario in the fiscal year 1977-78
is presented to demonstrate the feasibility of establishing such satellite accounts.

In Canada health care is delivered through a complex, multifaceted systema system which delivers health care in a variety of forms through numerous
institutions and units-to
many individuals and groups within society. The
structure of the health care system and the interrelationships which exist within
it are not only complex at any point in time but are also constantly changing as
new health care delivery methods are introduced, as new policies and programs
are implemented and as financing arrangements are altered.
The task of analyzing the health care delivery system might appear to be as
complex as the system itself. For the purpose of various analyses related to
consumption, delivery or financing of health care, social, demographic and
economic statistics can be compiled from administrative information produced
by the individual units, institutions and organizations involved with health care
delivery. However, such statistics are not always sufficient or adequate for particular health care analyses since these statistics are produced by different groups
for different purposes and with a variety of concepts, methodologies, definitions
and classifications underlying their production. Thus, although statistics may be
available to describe specific elements of the health care system, the conceptual,
methodological and definitional differences which exist are not conducive to
global, intertemporal and interspatial analyses of the health care system as a
whole. In order to obtain a systematic overview of the health care system, then,
it is essential to have a health information framework by which social, demographic and economic statistics pertaining to health care activities can be organized and presented in a consistent manner. With this in mind, Statistics Canada
*The authors are greatly indebted to colleagues at the Department of Health and Welfare and
Statistics Canada, particularly members of the Health Care Accounts Steering Committee, for
ccnstmctive comments and support in the development of this project.

and Health and Welfare Canada initiated an interdepartmental project and
assigned an interdepartmental team to determine whether relevant statistics could
be organized in such a way.' Early in the team discussions it became evident that
such a fully integrated system would be immensely complex and would require
extensive time and resources to develop and implement. It was decided, therefore,
to initiate the project by creating a set of health care accounts which would
organize economic (including financial) information on health care delivery
activities. In the end, realization of the magnitude and complexity of the global
project, lack of resources associated with budgetary restraints and absence of
support under divided jurisdictions in the health care field contributed to the
eventual cessation of the project. The exploratory thinking connected with
developing a comprehensive health information system and the resulting development of an analytic economic framework for health care delivery, illustrated with
the use of data for one province, are articulated in this paper.
The proposed health care accounts framework described here is designed
to integrate data from different sources into a coherent financial information
framework which promotes the production of a set of consistent statistics detailing
current expenditures, current revenues, purpose of spending, and source and
application of funds within the health care delivery system. The appropriateness
of the proposed accounts for the development of a general statistical data base
was tested by compiling an illustrative set of accounts for Ontario for the fiscal
year 1977-78. These sample accounts are presented and discussed later in the
paper.
In providing detailed economic information on the health care delivery
system, the proposed health care accounts form a satellite module to the System
of National Accounts. Modelling the health care system in this form is useful
for policy formulation and analysis because:
(i) it links events in the health care field to the rest of the economy;
(ii) it enables the tracing of shifts in funding patterns within the health care
area over time, as for example, between government funding and private
funding;
(iii) it facilitates the monitoring of changes in program priorities over time,
as for example, between restorative health care and preventative health
care.
Satellite modules similar to the one on health care could also be developed
for other areas of concern, such as education, justice and social protection. It
should be noted, however, that in such a case each satellite account would be
complete and independent in itself, inasmuch as it would include all entries
relevant to that area. This would mean that some overlapping could occur in
coverage and in the summing of various satellite accounts data. The combined
totals of two or more satellite accounts, therefore, might not be meaningful since
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Demographic and Social Statistics and the System of National Accounts. A number of papers in this
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certain activities may be considered simultaneously as falling within the scope
of several satellite accounts or even be shared between them. Health education,
for example, may be considered within both education and health satellite
accounts. In order to enable the user to analyse such accounts separately or in
combination with other satellite accounts such potentially "duplicate" entries
should be presented in an easily identifiable form within each set of satellite
accounts.
The body of the paper is organized as follows: Section 2 provides an overview
of economic statistics on health care delivery within the context of a global health
care information system; Section 3 contains a description of the health care
accounts; Section 4 shows their potential uses; Section 5 describes their scope;
Section 6 outlines the availability of present economic health care statistics;
Section 7 is an example using actual data for Ontario for the fiscal year 1977-78;
and Section 8 consists of conclusions.

Chart I, on the following page, summarizes the type of data that could be
contained in a complete health care information framework and the role of health
care delivery and of economic accounts within it. The chart organizes health care
information into three segments that describe the demand for health care, the
economic aspects of health care delivery, and the intermediate and final benefits
of the health care system.
The left-hand side of Chart I indicates elements which generate or influence
the demand aspects of the health care system. These are represented by social
and demographic statistics which are grouped as those related to government,
to business, to institutions and to individuals. The centre part of the chart lists
economic and financial statistics which describe the economic or financial aspects
of the health care delivery system. These economic statistics are directly related
to the delivery of health care, e.g. hospital or physician services, as well as to
activities which have a direct bearing on the supply of and demand for health
care, such as health care programmes, medical and paramedical education, and
medical research. The right-hand side of Chart I lists types of social and demographic statistics which describe the intermediate and final benefits of the health
care system in terms of benefits to persons, characteristics of manpower supplying
health care services and the characteristics of health care institutions.
From the vantage point of a complete health information framework the
development of economic health care accounts, as presented in this paper, is
only one segment of the total system. It is clear, for example, that for the purpose
of interspatial comparisons, social and demographic statistics and quantity data
must be used in combination with economic statistics. Indeed, for meaningful
intertemporal comparisons even the current economic data requires a constant
price counterpart.
It might be noted also that the classifications and the economic framework
presented in the sections following can also serve as categories for organizing
social and demographic information, thereby enabling the linking of elements
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of health care delivery and the intermediate and final effects flowing from the
interaction as outlined in Chart I. Salaries and wages paid to hospital staff, shown
under current operating expenses in Table 2 in the paper, for example, can be
shown according to occupational categories and linked with data on numbers
employed. Similarly, figures of expenditures on direct treatment and care in
hospitals, appearing within the expenditure by purpose classification, Table 1,
can potentially be disaggregated on the basis of age, sex and/or type of disease
and care involved and supported by relevant quantity information.

In developing this framework it was recognized that decision-makers within
the health care system, whether policy formulators or administrators, have diverse
information requirements. To meet these different requirements a flexible
framework had to be devised through which health care data could be organized
and presented in a variety of ways.
Basically, the health care accounts consist of a set of eight tabulations, each
describing some aspect of health care delivery. Chart I1 identifies the tabulations
contained in the health care accounts framework, summarizes the main categories
contained in each of them, and offers a brief explanation of how each tabulation
could be used. The core tabulation, tabulation 1 in Chart 11, captures the health
care delivery and administrative structure by listing units which deliver and
administer health care. This core tabulation can be cross-referenced with tabulations depicting various aspects of the health care delivery sector, specifically
those on current expenditures, current revenues, and the source and application
of funds. Users of the health care accounts, then, can identify the tabulations
which provide the information most relevant for their purposes and cross-reference these tabulations with the core tabulation. Section 7 presents a sample set
of accounts for Ontario for 1977-78 and illustrates how various tables can be
presented.

The health care accounts were developed to provide decision-makers with
both an overview and a detailed account of the health care system. This section
articulates some of the potential uses of the health care accounts, specifically in
terms of policy and administrative decision-making.
4.1 The Health Care Accounts for Policy

As indicated in Sections 1 and 2, a complete health care information system
to be used for policy formulation and program monitoring should provide, in
addition to economic accounts, constant dollar detail of expenditures, physical
measures to match the value data, and performance indicators for monitoring
and evaluating performance. While the economic accounts described in this paper
do not provide all of these aspects, they do represent a considerable step forward
from the existing situation. With further development, it is anticipated that the
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1.

Health care delivery
and administrative
structure

Direct health care delivery and
administrative structure
Direct health care delivery
Institutional units
Professional services
Drugs and appliances distributed
through retail outlets
Private nonprofit health organizations
Community and other health clinics
Health care funding programmes
Federal
Provincial
Municipal
Other
Health research organizations
Medical education institutions

Contains main organizing categories
of the health care accounts
designed to: (i) organize expenditure
information according to the unit or
organization providing direct health care
delivery or related to this delivery and
(ii) facilitate the cross-categorization
of this information with categories of
the other tabulations.

2.

Current operating
expenditure
(a) Current dollars
(b) Constant dollars

Labour
Salaries and wages
Employee benefits
Net professional income
Intermediate consumption
Medical and surgical supplies
Drugs
Food
Contract services
Other intermediate products
Cost of capital use
Interest paid
Depreciation
Operating surplus
Current transfers
Total expenditures
Total direct expenditures
Total transfers

Details the categories of current
expenditure. Because of transfers
between delivery units and from
health care programmes to delivery
units, there is some duplication
of expenditures in the total of
expenditures. To make this total more
meaningful, two sub-categories, total
direct expenditures and total transfers,
are included.
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Gross income
originating
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revenue
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Major Categories
Direct treatment and care
Institutional care
Ambulatory care
Collective prevention and promotion
Health promotion
Disease prevention
Health regulation
Medical research
Medical and paramedical education
Current transfers
Total expenditures
Total direct expenditures
Total transfers
Wages, salaries, and supplementary
labour income
Unincorporated net business income
Corporation profits
Business interest paid
Less: Interest and dividends received
Depreciation charged
Total gross income originating
Monies received directly from:
Government
Federal
Provincial
Local
Private
Persons
Unincorporated business
Investment income
Total

Comments
Organizes expenditures according to
purpose of spending. Purpose
categories relate to areas bf concern
for policy-makers.

Serves as a basis for deriving
gross income originating from health
care delivery to enable an assessment of its relative contribution on a
consistent basis with other
gross domestic product industry
components
Details the sources of
current operating revenue
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6.

Macro-economic
categories

7.

Sources of funds

8.

Application of
funds

Major Categories
Primary inputs
Labour
Capital use cost
Intermediate consumption
Current transfers
Total expenditures
Total direct expenditures
Total transfers
Surplus (deficit) for the year
Appropriations or transfers
Capital income (grants and donations)
Sale of non-current assets
Non-current borrowing
Other
Total
Funds applied
Appropriations or transfers
Acquisition of fixed assets
Increases in non-current assets
Repayment of non-current liabilities
Total funds applied
Reconciliation of changes in working
funds
Increase (decrease) in current assets
Increase (decrease) in capital assets
Decrease (increase) in current liabilities
Decrease (increase) in capital liabilities
Increase (decrease) in working funds

Comments
A summary table which organizes
current expenditures by macroeconomic categories to facilitate
analyses on a National Accounts
basis.

Details the source of funds in the
health care delivery sector.

Summarizes the allocation of funds
and provides a reconciliation statement
of changes in working funds

proposed accounts have potential for facilitating the process of policy formulation
and analysis by:
(i) providing an integrated system within which health care needs and
objectives for health planning can be specified;
(ii) organizing economic statistics in a manner meaningful for meeting
administrative and policy needs;
(iii) providing a tool for simulating the effects of different policy options in
the health care system;
(iv) enabling assessment of costs of various health care programs within a
consistent format and for determining that programs and policies are
meshed with other plans;
(v) providing a context in which arrangements for financing health care
with respect to transfers between levels of government, insurance companies, compensation boards, persons and delivery units can be
examined; and
(vi) providing a comprehensive framework to aid the collection and organization of social and demographic statistics into complementary sets of
accounts.
4.2 The Health Care Accounts for Administrative Decision-Making

Administrators in the health care field could find the health care accounts
useful for enabling comparisons between their individual units and the more
aggregate elements of the health care delivery system; specifically, in terms of:
(i) how individual care units compare in size with portions of or all of the
health care delivery system;
(ii) how decisions made within the individual units affect other components
of the health care delivery system;
(iii) how decisions, resource utilization and economic output of individual
delivery units compare to the rest of the system.

The health care accounts are designed to detail the economic aspects of
activities related to the delivery of health care. In developing these accounts it
was recognized that it is often difficult to make distinctions between terms which
define the scope of the accounts and other like terms. Two distinctions of direct
concern when defining the scope of the health care accounts are: (i) the difference
between activities related to improving health, welfare and well-being and (ii)
the difference between the health care delivery sector and the health care production system. These distinctions and their relevance to the development of the
health care accounts are described below.
5.1 Distinction Between Activities Related to Health, Welfare and Well-being
Health care activities can be described as activities which are performed for
the purpose of preventing deterioration of an individual's health or for restoring

the physical and/or mental state of the individual to normality.2 Social welfare
activities, on the other hand, are generally taken to be measures initiated for the
purpose of maintaining the income of individuals in situations of involuntary
loss of earnings, of providing income assistance to those with inadequate
incomes and of providing supportive and developmental services to individuals
in need. Thus, while it is clear that hospital expenditures are indeed health care
expenditures, other actions, such as promotion of healthy lifestyles, safety in the
workplace and provision of old age homes, are more difficult to classify. Part of
the reason that boundaries between health and certain social welfare activities
are difficult to elucidate is that welfare and health, along with areas such as
justice and security, are perceived in this context to be intermediate interrelated
goals which are all directed towards the achievement of the ultimate goal of total
well-being. Well-being, according to dictionary definitions, is a noun referring
to the state of being healthy, happy or prosperous, and therefore subsumes the
other two states referred to above.
Within this general perspective the health care accounts have been designed
and defined to describe only those activities which are deemed to be undertaken
for the main purpose of restoring or protecting health.

5.2. Distinction between Health Care Production and Health Care Delivery
Another distinction which had to be made when defining the scope of the
health care accounts was that between health care production and health care
delivery.
Health care production refers to activities in all stages of production that
have an input into or are part of the final delivery of health care to individuals
or groups in society. The process involves the combining of materials and
purchased services with factor inputs of labour and capital to carry each stage
of the production process forward until health care goods or services are delivered
to and consumed by the individual or society. Although intricate input-output
matrices describing the health care production process would be useful for certain
economic analyses, such matrices might be too "costly" in terms of time, resource
and data requirements.
The health care delivery system consists of the providers of health care
services, such as healing and recuperative institutions, medical professionals, and
other delivery units which are engaged in supplying goods and services directly
to the individual for health care purposes. Thus health care delivery represents
the last stage of the health care production process since it is that part of the
process which interacts directly with individuals or groups within society. The
health care accounts were developed to describe the economic aspects of these
health care delivery activities. In addition, the health care accounts are designed
to describe those activities which do not provide health care directly to individuals,
yet have a direct bearing on the supply of and demand for health care, such as
2 " ~ o r m a l "health is a reference point, or a norm which in itself is not measurable. Individual
perception is a critical element in judging the state of one's health in relation to some notion of
homeostasis, i.e. a state of physiological equilibrium.

the provision of health care programmes by government, medical and paramedical
education, and medical research.

Economic information on the health care delivery system or parts of this
system is available through individual organizations related to health care delivery
and in the System of National Accounts. This section reviews these series and
summarizes their limitations.
6.1 Statistics of Organizations Related to Health Care Delivery
A multitude of administrative statistics related to health care are available
from Canadian health care delivery units and organizations which provide financial or other resources to the health care delivery system. Generally these data
are developed in response to varying administrative requirements and as a result,
various classifications, definitions, methodologies and concepts are used. These
administrative statistics originate with institutions and units which deliver health
care directly, with institutions or organizations which participate in the financing
of health care delivery activities and/or administer hospital insurance plans or
health programs, and with institutions or organizations which provide resources
to the health care delivery system.
Institutions and units that are responsible for the direct delivery of health
care, such as individual hospitals, private nonprofit health organizations, and
public health units produce audited financial reports each year. Although the
reports provide income and expenditure information, the information varies in
detail according to standards set by the individual units. Institutions or organizations which participate in the financing of health care delivery activities or
administer health insurance programmes also collect a variety of data pertaining
to their activities or programmes.3 The Canadian federal government, for example,
has cost-sharing responsibilities for medical care delivered in hospitals and
obtains social, demographic and financial data describing the use of these facilities
through Statistics Canada, Health and Welfare Canada and a number of other
departments. Organizations which provide resources to the health care delivery
system produce statistics which detail the supply of and demand for particular
resources. The Canadian Medical Association, for example, maintains a physician
resource databank containing factual information useful for estimating the supply
and demand for physicians in Canada.
3 ~should
t
be noted that at least two government ministries have published compendiums of this
type which organize statistics on health care statistics in a province or in Canada, on a global basis.
Health and Welfare Canada, for example, regularly produces a compendium containing data on
health expenditures in Canada. The data are presented by province and by type of health service
provided and indicate the relative contributions of the private and public sectors. The compendium
data are on a very aggregate basis, however, and are not designed to provide details on the exact
purpose of spending, current operating revenue or the resource utilization of the health care delivery
sector. Also, the Ontario Ministry of Treasury and Economics prepared a publication with similar
data for Ontario. In addition to providing aggregate data o n health expenditures, some detail on
resource utilization was provided for some, but not all, segments of the health care delivery sector.

6.2 Statistics in the System of National Accounts

The Canadian System of National Accounts contains considerable data on
the health care system although this information is dispersed throughout the
various tables and is presented on an aggregate basis. Supplementary tables in
the system, however, contain breakdowns showing: expenditures on health care
activity, as for instance, on medical, hospital and other medical care, respectively
on drugs and sundries within the broad categories of Personal Expenditures on
Consumer Goods and Services; and on current expenditure of hospitals on wages
and salaries and on other goods and services within the general category of
Government Current Expenditures on Goods and Services.
Data on the production of health care goods and services can also be gleaned
from Input-Output and Gross Domestic Product publications of the CSNA.
However, detail beyond the Standard Industrial Classification categories of: (i)
Community, business, and personal service; and (ii) Public administration and
defense group (in the major groups of Federal government service industries,
Provincial administration industries, and Local administration) are not published.
6.3 Limitations of Current Health Care Data

The existing health care statistics summarized in the previous pages generally
suffer from three major limitations:
(i) dispersion-where detailed statistics on the health care delivery system
are not organized into any one statistical framework but instead are
spread throughout the ad hoc statistics of health care delivery units and
the System of National Accounts;
(ii) insufficient detail-where statistics on the health care delivery system
are given only at broad aggregate levels;
(iii) noncomparability-where
disaggregated statistics are available but
classification differences result in a lack of comparability at the more
detailed levels.
Thus, although a wealth of economic health care information may be said
to exist in a variety of sources, currently none provides an overall view of the
funds flowing within the health care delivery sector.

To illustrate the structure of the Health Care Accounts and the workability
of the concepts and classifications outlined in Section 4, a set of accounts, given
in the paper, was developed for the Province of Ontario for the fiscal year 1977-78.
This section provides a summary of the experience of producing these accounts.
7.1 Dificulties with Data Availability
The sample set of accounts for Ontario illustrates some of the coordinating
and organizational advantages offered by health care accounts. As well, the
process of producing the accounts revealed the availability and accessibility of

good health care data. In some cases, such as general and special hospitals, an
abundance of information is collected and easily accessible. For other areas, such
as professional services and community health services, data availability or
accessibility is a problem. In other instances although information on total revenue
or expenditure is available, often there is a lack of detail for reclassification into
macro-economic and purpose categories.
The above data weakness or insufficiencies limited the number of tables of
the health care accounts framework which could be completed for the Province
of Ontario for 1977-78. Parenthetically, it might be noted that knowledge of
these constraints is in itself an important piece of information for a statistics
gathering agency in that it indicates areas where further data must be developed.
In all, five tables have been completed and are discussed and presented in the
remainder of this section. Tabulations 2b, 7 and 8, referred to in Chart 11, were
not prepared as part of this exercise. Tabulations 2 and 6 appear in Table 1.
7.2 Interpreting the Tables
Before proceeding to the detail of the tables, it may be helpful to take note
of a few technical points.
(a) In Tables 1 to 3 double-counting exists in the total expenditures columns
due to transfers4 of funds which occur in the Canadian Health Care
System between one level of government and another and between
governments and health care delivery units. To provide meaningful
tables, then, the total expenditure figures found in the bottom lines of
Tables 1 to 3 are in two parts: (i) a total of all direct expenditures
excluding transfers and (ii) a second figure followed by a "T," which
indicates the total amount of transfers. It is important to recognize that
while certain activities, such as government health care programmes,
mainly consist of the transferring of funds, there is a contribution to
total net expenditure in the health care sector through the costs of
administering these programmes (labour and intermediate consumption).
(b) Although great care was taken to allocate data as accurately as possible,
the reader should be reminded that the tables are for illustrative purposes
only.
Table 1 casts the relevant information for Ontario in the integrated expenditure framework. The presentation of data within this, and other, tables is fairly
straightforward, with each line indicating the breakdown of expenditures by
various units within the health care delivery and administrative structure. Data
on the right-hand side of the table provides detail on the macro-economic
allocation of expenditures while data on the left-hand side of the table focuses
on the purpose of expenditures. Reference to the first line of the table details the
spending pattern of units associated with direct health care delivery in Ontario,
which in 1977-78 spent a total of $6,151.9 million. The right-hand side of the
4 ~ h term
e transfer in this context refers to current transfers by one level of government to another
or by government to institutions. For example the federal government makes contributions to provinces
under the Health Insurance Plan, and provinces and local governments provide transfers to hospitals.

table indicates that of this amount, $3,355.2 million was spent on labour; $943.8
million accrued to unincorporated business as income net of expenses; $142.7
million was paid as interest on borrowed capital or charged as capital depreciation; $1,612.3 million was spent on purchases of intermediate goods and services;
$6.3 million was transferred to other parts of the health care system, and $91.5
million remained as operating surplus of incorporated institutions or as an
unallocated residual.
The left-hand side of the table, which details the purpose of expenditures,
indicates that of amounts directly spent by the health care delivery system, $5,935.2
million went for the purpose of direct treatment and care, $106.5 million for
collective prevention and promotion, and $12.5 million for medical research. In
those instances where a transfer of money is indicated by particular institutions
or organizations, the following line in the table indicates the purpose of the
transfer with the transferred amounts followed by a small "T." Thus, line 2 of
the table indicates that of the $6.3 million allocated as transfers by health care
delivery units in line 1, $0.7 million was transferred within the system for the
purpose of direct treatment and care and $5.6 million was transferred for the
purpose of collective prevention and promotion.
The remainder of the tables provide further information on the activities of
various parts of the health care delivery system and on the health care programs.
Table 2 presents the current operating expenses of the various components of
the health care delivery system and its administrative structure. Table 3 details
the purpose of expenditures by each component of the health care delivery system.
Table 4 summarizes total gross income originating5 through the health care
delivery system and its administrative structure and indicates the income generated by the various factors of production. Table 5 shows the current operating
revenue of health care delivery units.

The development of health care accounts is a complex process. The conceptual framework was shaped through frequent consultations on health information
requirements with experts from the health care field, through constant reference
to national accounts concepts and through a number of revisions to the framework
and its classifications. The framework which resulted from this development
process appeared to be viable. It was felt, however, that the real test of a
framework is whether it can be made operative. A set of illustrative accounts,
therefore, was developed for the Province of Ontario for 1977-78. The sample
accounts indicate that the framework is viable and that the accounts have potential
to provide an impressive amount of information of direct use to a variety of
decision-makers and analysts in the health care sector. The exercise also indicates
that compiling data on this basis for all provinces for a sufficient number of years
to provide a historical series would be, initially, a major task. This is not surprising
for a global series; for example, the development of income and expenditure
'The term "gross income originating" refers to a national accounts aggregate used to measure
unduplicated output of individual industries. It is obtained by summing wages and salaries paid,
interest paid less interest received, profits before dividends paid or received and depreciation charged.
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accounts ;equired considerable time and resources since data sources had to be
located and estimation methods devised where no data were available.
Difficulties in obtaining some of the data for the sample Ontario accounts
indicated another possible statistical benefit of the accounts framework, that of
providing classifications which could be utilized by health care delivery organizations in their generation of health care data.
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