
GP FU NDING –  VIEWPOINT S

The most recent proposal by the Minister of Health to change
healthcare financing aims to introduce a form of patient copay-
ment for healthcare received, at 25% of GP costs for consultations,
and more for secondary care. The objective is to encourage
patients to take more responsibility for their own health and
consult less often. This proposal is still in its early stage of political
decision making, and it remains to be seen if it will be introduced.
If it is, it will be interesting to see whether this financial approach
rewards valued primary care approaches such as watchful waiting.

An alternative form of payment that has developed in recent
years is GPs in the salaried service of colleague GPs. Although
there has been a long tradition of locum services by young GPs
before selecting a practice of their own, more GPs now seem to
prefer salaried employment. This indicates dissatisfaction with the
combined role of both practitioner and practice manager. As a
consequence, practice has to be reorganised to make it more
attractive for younger GPs, and salaried employment may become
more prominent.

Disadvantages of the system
The trend towards salaried GPs highlights an obvious disadvantage
of capitation fee payment, which covers practice costs and GPs’
income at the same time, without conditions attached. For exam-
ple, the fee covers a full-time-equivalent practice assistant for a
standard practice, irrespective of actual hours of employment.
Thus, general practice was poorly prepared for the rapid increase
in female GPs, who prefer part-time, salaried positions to full-time,
private contractor status. The need for general practice to accom-
modate this change, together with the additional resources needed
to train more part-time GPs, is one of the factors leading to
increased GP costs.

Another disadvantage is that new developments in medicine
have to be included in the package covered by the capitation fee.

screening, and investment in practice support (such as practice
assistants and nurses; providing technical equipment).

The package of care that the capitation fee should cover is
critical. This should be based on the effectiveness of diagnostic and
therapeutic interventions. In reality, the package has to flow with
the political and economic tides. For a long time, the level of the
capitation fee was fixed, irrespective of the patient’s health status.
In recent years, the fee has been increased for certain groups (eg,
the elderly), becoming an indirect incentive to provide more
proactive services (such as preventive home visits) for these
groups. However, this is as far as the system has come in
enhancing the capitation principle with financial stimuli.

Conclusion

Given the lack of financial incentives, it is surprising how strong
general practice care is. For a long time, hospital specialists were
paid on an item-for-service basis, in conjunction with GPs’
capitation fee. Yet, although this payment system did reward the
transfer of patients to secondary care, rates of GP prescribing and
referral in The Netherlands were among the lowest internation-
ally.1,4 Furthermore, more than 80% of Dutch practices are
computerised in the absence of direct financial support.5 This may
indicate that the payment system is not the sole determinant of GP
performance, and that corporate identity and healthcare structure
may also play a vital role.
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amily physicians (FPs) in Canada undergo specialised train-
ing, often in a Family Medicine Residency, and complete the
College of Family Physicians of Canada (CFPC) national

certification examination. Their payment is negotiated and admin-
istered separately by the 10 provincial governments and three
territorial governments, using different funding arrangements in
different settings. Under the Canada Health Act, provinces will be
financially penalised if they permit private billing by physicians or
copayments by provincially insured patients other than for certain
services funded by third parties, such as insurance medical
examinations, reports and travel services.

In 2001, FPs reported practising in private offices/clinics
(73.1%), community health centres (7.1%), emergency depart-
ments (6.7%), hospital in-patient units (3.3%), walk-in clinics
(3.1%), and family medicine teaching units (2.5%).1 National
surveys confirm that fee-for-service continues to be the main form

of remuneration for physician services (Box), with little apparent
change between 1997 and 2001.1

The drive towards alternative payment methods

Under the current healthcare system, 12% of Canadians (with
considerable geographical variation) report having unmet health-
care needs.2 Millions do not have access to an FP, and emergency
department waiting times are long. FPs have identified high levels
of dissatisfaction with current workloads and working conditions.1

Governments appear to believe that alternative funding arrange-
ments will address these problems and are the key to involving FPs
in primary healthcare reforms.2,3 Alternative payment approaches
combine fee-for-service, capitation (lump sum payment per
patient managed over a given period), salary, sessional and other
funding arrangements.4 Other, less common funding arrange-

F

MJA • Volume 181 Number 2 • 19 July 2004 111



GP FU NDING –  VIEWPOINT S
ments include block funding and service agreements. In block
funding, annual budgets are negotiated for a group of physicians,
usually associated with an academic medical centre. Service
agreements are often used to recruit and retain physicians in rural
areas and take the form of:
• funding to regional boards for clinical services under arrange-
ments by which boards have discretion regarding specific uses of
the funds;
• contractual payments; and
• payment arrangements that incorporate both alternative remu-
neration and fee-for-service.

Both the Canadian Medical Association and the CFPC advocate
that all FPs should be able to choose the practice model that best
meets their patients’, their co-workers’ and their own needs.5 In
Canada’s largest province, Ontario, both the Ontario College of
Family Physicians and the Ontario Medical Association (OMA)
support FPs working in practice networks (Family Health Net-
works) funded through a blended payment model (which com-
bines different methods), but recommend physicians have a
choice. The remuneration model for Family Health Networks
(FHN) preferred by the Ontario Ministry of Health is based on:
• a capitated rate for all registered patients;
• fee-for-service payments at a rate of 10% of the provincial
schedule for most services;
• bonuses for targeted preventive care (theoretically up to
C$8800/FP);
• payment for taking new patients;
• continuing medical education allowances;
• practice management fees; and
• some access to nurse practitioners paid by the government.

This model encompasses on-call arrangements 24 hours a day, 7
days a week, and evening and weekend clinic access. Working in
such networks with blended capitation payment is thought to
provide incentives for promoting preventive healthcare and
chronic disease management, and to improve professional satisfac-
tion.1 However, uptake of the FHN model has been slow, prompt-
ing the Ontario government, in conjunction with the OMA, to
introduce a simpler model, the Family Health Group. This model,

based on virtual patient populations (either from the ministry
health insurance database or patient registration), is paid on a fee-
for-service model, with requirements to provide on-call arrange-
ments 24 hours a day, 7 days a week, and after-hours clinic access.

The Primary Health Care Transition Fund3 policy to shift
physicians to a blended capitation model aims to improve access to
care, quality, integration, health outcomes and cost-effectiveness.
There is a strong desire that the most appropriate (least expensive)
person deliver the service to the patient, invoking passionate
debate about whether this means substituting for or supplement-
ing FPs. The current policy position is that a collaboration of FPs
with nurse practitioners, pharmacists and other professionals is
more feasible with blended and capitation models than with the
current fee-for-service arrangements. However, it is yet to be seen
if blended payments and new models, with their additional
administrative burdens on the FP and the practice, will add costs
to the healthcare payer or improve health outcomes.
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Remuneration* among Canadian family physicians, 20011

Physicians receiving 
remuneration type†

Mean (SD) proportion of total 
income accounted for by 

remuneration type

Fee-for-service 23 070 (90.8%) 85.4% (24.9)

Salary 3 775 (15.0%) 50.5% (37.4)

Sessional 8 171 (32.5%) 35.0% (33.7)

Capitation 469 (1.9%) 69.9% (31.0)

Other 4 567 (18.2%) 14.1% (20.9)

* Remuneration for clinical services other than on-call services. Based on a 
census survey of Canadian family doctors (n = 13 088) weighted to estimate 
the total population of Canadian family doctors. † The combined percentage 
may exceed 100% as some respondents checked off more than one answer.
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