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Chapter 1

Setting the Stage

Health care is near the top of every nation's public policy concerns.  Within the larger debate, one key issue is how we should apportion roles to the public and private sectors.  After 100 years of grappling with this issue, Canadians have considerable experience to guide us.

We also have the experience of our southern neighbours.  For almost 50 years, a natural experiment in health care financing has been unfolding in North America.  Until the 1950s, Canada and the United States had very similar health care systems.  Canada then choose to institute universal, publicly funded coverage for most hospital and medical care.
 The United States choose publicly funded coverage for the worst health risks only: seniors, people with certain chronic illnesses and people on social assistance.

What can be learned from this experiment in public versus private health care financing?  The answer is clear: An overall comparison shows that Canada's approach is superior in both costs and quality.

For‑profit care:

Lower quality, higher costs

Until 1971, both countries spent a little more than 7 percent of their economies (or GDP) on health care.  By 1997 Canada was spending 9 percent and the U.S.  was spending 13.5 percent (Anderson 1999).  Almost half of the difference is due to much higher administrative charges in the U.S. system (Woolhandler 1993, 1996).  Overall Canadians have far better access to health care than Americans.  Fully 43 million Americans have no health insurance, and tens of millions others lack adequate coverage for serious illnesses (Consumers Union 2000).  As a result, 500,000 Americans declare bankruptcy every year due to their health care bills (Wordsworth 2000).

Our better coverage also comes in the form of more doctors' visits (Welch 1996) and hospital days (Redelmeier 1993).  We even consume more of certain high technology services such as bone marrow transplants (Silberman 1994).  Finally, Canadian outcomes are as good or better than those in the U.S. for most services, including cancer treatment (Gorey 1997, Keller 1997).

In short, Canada's public financing of health care leads to lower costs and better outcomes.

The question of "who delivers?"

Canadians are quite clear about their support for public financing of health care.  There are, however, disagreements about the relative merits of non‑profit versus for‑profit delivery of care.

Historically, there has been little for‑profit delivery of acute care services in this country.  But Canada does have a mix of non‑profit and for‑profit organizations delivering Community and Continuing Care services such as home care and long term residential care.  Many provinces, notably Ontario, are increasing the proportion of these services delivered by for‑profit companies.  The debate intensified in 2000 with Alberta's Bill 11, which allows for‑profit hospitals to deliver publicly funded services.  A minority of Canadians support privately funded for‑profit health care, but they are a powerful and persistent minority.  The arguments behind their oft‑repeated claim are twofold:

· the belief that a parallel private system will relieve the strain on our public system and reduce waitlists; and

· the faith that for‑profit companies have market‑style efficiencies that public and non‑profit care providers cannot match.

In fact, the reverse is true.  International research shows that moving acute care to for‑profit hospitals is generally associated with decreased quality and access, and increased costs.  Several recent population‑level studies from the U.S. are particularly informative:

· Himmelstein et al. (1999) concluded that for‑profit U.S. health maintenance organizations (HMO) rated lower than not‑for‑profit HMOs on all 14 quality indicators measured by the National Committee for Quality Assurance.  Their study covered 329 HMOs representing 56 percent of all United States HMO enrollees.  The authors estimated that there would be an extra 5,925 breast cancer deaths annually in the United States if all HMOs were for‑profit.

· Garg et al. (1999) investigated all dialysis centres in the United States.  The study concluded that patients receiving care at for‑profit facilities had 20 percent higher death rates and were 26 percent less likely to be placed on a waitlist for renal transplantation than those attending not‑for‑profit centres.

· Woolhandler (1997) analyzed 1994 data from all 5,201 acute care hospitals in the U.S.  They found that for‑profit hospitals were 25 percent more expensive per case than public facilities.  Private not‑for‑profit hospitals were in the middle.  Higher administrative charges in commercial facilities accounted for 53 percent of the difference in cost between public and for‑profit hospital care.  These administrative costs were also increasing much faster in for‑profit facilities.

· Silverman (1999) used data from the entire U.S. Medicare program, which insures people 65 years and older, and found that health spending was higher and increasing faster in communities where all beds were for‑profit compared with communities where all beds were non‑profit.  Spending was growing fastest in those communities that had converted all their beds to for‑profit care during the study period; conversely, spending fell the most in those communities that had converted all their beds to non‑profit care.

The evidence of these studies is especially compelling due to the scope of populations examined and costs considered.  For example, Silverman (1999) studied an aspect of the entire Medicare program, and hence people at every socio‑economic level and with every health status.  He also considered overall health spending in communities, not merely the costs associated with a particular venue.  The private/public split in health care lends itself to distortions along many lines (i.e., divisions on the basis of socio‑economic and health status).  Population‑level studies offset such distortions by being broad rather than narrow.

Two‑tier health care:  More pressure, not less

The argument for a parallel private system that reduces pressures on the public system – the "escape valve" theory – is also unsupported by the international evidence.
  Indeed, two‑tier care has proven to be a drain on the public health system, which is forced to handle the majority of people's needs but with fewer resources.

In this instance, the Australian and British experience are instructive due to similarities between their systems and ours.  Like our country, Australia and Great Britain provide public health insurance to all citizens, albeit with variations in delivery structures and physicians' status.  Unlike Canada, both nations allow private, for‑profit health care based on an individual's ability (and willingness) to pay for services.
  This mixing of private/public health care – in which the same physician may work in both systems, and/or the same hospital may deliver both publicly insured and private‑pay care – has yielded some disturbing results.

Evidence from Australia and Great Britain shows that private hospitals do not pick up the critical overflow from public hospitals – most, for instance, do not even have emergency departments – nor do they relieve surgical waitlists.  The reasons are economic, and the economics are for‑profit.

Skimming the cream:  "Rather than serving more patients," writes Thomas Walkom, who studied the Australian experience in 2000, "private hospitals find it more profitable to perform more procedures on the relatively small number of Australians who can afford their services."
  The favoured procedures are the more expensive and least troublesome ones; private care providers make a point of generating a market for this preferred economic activity.

Health economists call this "cream skimming," and it is a common phenomenon in both Australia and Great Britain.  Cream skimming means that the private system pursues the high‑end market with its high profit margins: lucrative, fast‑turnaround procedures such as heart bypasses, cataract removals and joint replacements.  Protracted and complicated health care services that have unpredictable profit margins – e.g., care for disabilities, traumatic injuries or chronic diseases such as diabetes – are left to the public system.

Health care is no ordinary market:  It is often assumed that for‑profit companies can wring efficiencies by eliminating unnecessary production costs.  However, Silverman's work (1999) and economic theory in general strongly suggest that for‑profits will find it much easier to expand revenues (e.g., cream skimming) than to decrease costs.  Evans (2000) further notes that commercial enterprises tend to find it more profitable to select healthier clients, deny needed care and sell questionably appropriate services than to improve efficiency.

Canadian research has consistently concluded that health care is not a normal market good.
  For example, patients cannot behave like ordinary "consumers" because they lack knowledge about medical procedures, practitioners' skills, risks, choices, etc.  This asymmetry of information between patients and care providers prevents the consumer (patient) from being well informed, a key factor for the establishment of a market.

A drain, not a boost:  The effects of cream skimming and two‑tier health care are much too numerous to recount here.  Suffice to say that many researchers in Great Britain and Australia observe that the public system inevitably suffers from the presence of a parallel private system, and the private system fundamentally depends on a weakened public system to thrive.  A 1997 study by the Institute of Fiscal Studies reported that Britons who have private health insurance are reluctant to support increased spending on public health care.  As a result, the public system becomes starved of resources, forcing even more people to buy private coverage.

Closer to home, Calgary offers a vivid example of what happens when for‑profit health care – in this case, cataract surgery – vies with public care.  Intense competition among private eye‑surgery firms has created a perverse situation, according to Taft and Steward (2000), in which "although they have the most eye surgeons in Alberta, Calgarians face the longest waiting lists [in the province] ... at least for those seeking surgery under medicare." Calgarians also face "the highest fees for [private] cataract surgery."

What about Community and Continuing Care?

The evidence from U.S. acute care literature is strong: For‑profit delivery is not a wise policy direction.  Similarly, the Australian and British experience should warn Canadians away from permitting two‑tier care within our publicly funded system.  The following chapters will offer evidence that the growth of for‑profit Community and Continuing Care is also undesirable.

Research method and overview of literature

This study investigated the impact of for‑profit delivery via a search of scientific literature and through contacts with experts in the field.

The database of the U.S. National Library of Medicine was searched for peer‑reviewed, comparative studies of for‑profit versus non‑profit long term residential care and home care.  The studies chosen examine quality of care, financial and/or other societal outcomes, and were published after 1980.  References were traced, and published authors were contacted for additional studies.  The published literature was also searched for review articles and editorials.

The literature search yielded 43 peer‑reviewed, comparative studies of long term care facilities, and 9 peer‑reviewed, comparative studies of home care services.
  The quality of the studies is quite variable (see Chapter 3).  Two studies are from Canada, 46 from the U.S. and 4 from other jurisdictions.

It is important to note that the U.S. studies typically controlled for socio‑economic status by using percentage of Medicaid patients and percentage of private‑pay patients as independent variables.
  Thus, when differences were detected between the performance of non‑profit and for‑profit services, the differences were not due to socio‑economic disparities in the residents/clients being served (for example, poorer and less healthy people in non‑profit facilities).

As well as the literature search, interviews were conducted with experts in Canada, the United States, the United Kingdom, Australia and New Zealand.

Chapter 2

Delivering Care, Delivering Profits:  What Happens?

This study examines international research literature that compares the performance of for‑profit and non‑profit Community and Continuing Care service providers.  The two areas of interest were long term care (LTC) facilities, commonly known as nursing homes, and home care services.  The impact of for‑profit health care delivery was assessed with respect to costs, quality of care and societal benefits such as volunteer involvement and community development.

The findings, summarized in Table 1, are quite clear.  When long term residential care and home care are delivered by for‑profit companies:

· public health care costs increase 

· private spending on health care rises

· patient outcomes are worse 

· staff turnover increases

· patients and families are less satisfied 

· broader societal benefits decline

	Table 1:  Impact of For‑profit Services on Community

and Continuing Care

	For‑profit

Long Term Care Facilities
	For‑profit

Home Care Services

	Health care costs

Government costs:  Reduced initially, then may well increase

Overall costs:  Likely to increase
	Health care costs
Government costs: Likely to increase
Overall costs: Likely to increase

	Quality of care

Patient outcomes:  Worse
Staff turnover:  Increased
	Quality of care

Patient outcomes: Worse
Patient/family satisfaction: Worse
Staff turnover: Increased

	Societal benefits

Continuing education: Decreased
Volunteers: Likely decreased
Civil society: Likely decreased
	Societal benefits
Continuing education: Decreased
Volunteers: Likely decreased
Civil society: Likely decreased


Long term residential care

The following findings are gleaned from a review of 43 peer‑reviewed, comparative studies of long term residential care (see Chapter 1 for a more thorough description of the studies).

Quality of care:  Higher or equal in non‑profits

Overall, the literature found that non‑profit LTC facilities provided higher or equal quality of care than for‑profit facilities.  There were very few examples of for‑profits providing better quality of care.

Thirty‑nine studies considered quality of care.  Quality can be defined according to 1) structure of care; 2) process of care, and 3) patient outcome (Donabedian 1968).
  In all three categories, non‑profit care was better than for‑profit.

Structure of care:  "Structure of care" refers to the quality of the physical building as well as to staffing issues (e.g., staffing levels, mix, skills and turnover) and funding.

Four studies investigated physical plant and environmental characteristics of LTC facilities.  All found in favour of non‑profits.  Nyman (1988) found that non‑profit institutions had better room maintenance and plant maintenance.  Lemke (1989) and Gardiner (1999) found that patients in non‑profits had more control over their physical environment.  Greene (1981) found that non‑profits spent more on food than for‑profit institutions.

The literature shows that non‑profit institutions tend to have more staff and a higher skilled staff mix than for‑profits (see Costs, below).  Non‑profits also tend to provide higher wages and benefits.  These positive workplace features, combined with staff's greater involvement in the development of care‑plans, are associated with lower turnover.  Residents of LTC homes appreciate staff continuity because their relationship with workers involves intimate personal tasks.  Not surprisingly, staff continuity has been found to improve outcomes in long term care (Cohen‑Mansfield 1997, Spector 1991), primary health care (Wasson 1984) and home care wound management (Turner 1994).

Four studies reported on staff turnover.  All found that non‑profits have lower turnover rates (ANA 1991, Banaszak‑Holl 1996, Rosko 1995, Spector 1991).  Studies of personnel turnover indicate that turnover can be reduced through better wages and benefits, and through the involvement of lower paid workers (e.g., nursing aides) in care planning and continuing education.  Non‑profit homes tend to offer their workers these benefits more than for‑profits.  Administrators also have higher turnover rates in for‑profit homes (ANA 1991), a factor that can lead to poorer quality of care for residents.

Process of care:  "Process of care" includes what is done to patients/residents such as physical and mental examinations, lab tests and prescribed treatments.

One way to assess the quality of care processes in a LTC facility is to assess the use of "advanced directives."
  These directives can improve quality because they link the provision of care to a resident/family's preferences and values.  Castle (1998D) reported that non‑profit nursing homes were more likely than for‑profits to complete living wills and "do not resuscitate orders" for their clients after the implementation of the U.S. Patient Self‑determination Act.  Significantly, the completion of advance directives is associated with having more staff.

Castle (1997‑8B) reported that non‑profit nursing homes were more likely to have pain management programs but less likely to have specialized hospice programs than for‑profits.  Castle (1998B) reported inconsistent differences between non‑profit and for‑profit homes regarding the provision of mental health services.
  Castle (1999A) found that for‑profit homes were more likely to use anti‑psychotic drugs (although not anti‑anxiety or anti‑depressant medication), while Castle (1999B) found no difference in psychotropic drug use between the two types of facilities.

All U.S. nursing homes are inspected annually by federal inspectors.  Three studies investigated the relationship between citations of deficiencies by federal inspectors and ownership status.  All three found that non‑profit institutions were less likely to be cited for deficiencies than for‑profits (Holmes 1996, Castle 2000, Harrington 2000B).

Patient outcomes:  One Canadian study reported on patient outcomes in Manitoba's continuing care system (Shapiro 1995).  Shapiro investigated the likelihood of a resident being admitted to hospital for eight conditions that are sensitive to the care provided by a LTC institution.  She found that residents in non‑profits had lower admission rates for four conditions (dehydration, pneumonia, falls and fractures) and similar rates for the other four (anemia, urinary tract infection, gangrene, and decubitus or skin ulcers) compared with residents in for‑profit facilities.

Five other studies looked at decubitus ulcers.  Two found lower rates in non‑profits (Aaronson 1994, Mukamel 1997) while three found no difference (Mukamel 2000, Rosko 1995, Spector and Fortinsky 1998).  It might be that the overall rate of decubitus ulcers was too low in the Manitoba study for Shapiro to have found a true difference.

The use of restraints on residents is increasingly seen as an indicator of poor quality care (Castle 2000).  Restraints are usually intended to protect patients whose poor judgement might expose them to danger.  However, restraints are also associated with increased incidence of accidents and fractures, and with lower quality of life.  Four studies reported on the use of restraints by ownership status.  Two found lower use in non‑profits (Castle 1998C, Mukamel 1997); the other two found no difference (Aaronson 1994, Rosko 1995).
  In a study of all U.S. federal certified nursing homes, Castle (1998C) concluded that non‑profits were much more likely to be restraint free.  In another study, Castle (2000) concluded that non‑profit nursing homes were less likely to be cited by federal investigators for deficiencies in the use of restraints.

Mukamel (1997) found that non‑profits had higher rates of dehydration, but cautioned that this indicator probably isn't valid because it fails to distinguish between poor care (e.g., failure to ensure adequate fluid intake in a disabled, cognitively impaired patient) and serendipity (e.g., rapid fluid loss due to acute illness).  This was the only case in the retrieved literature in which for‑profit homes had better results on a morbid quality indicator.

Spector and Seldon (1998) studied all U.S. nursing homes with a 1987 data set and found that residents in non‑profit nursing homes were statistically significantly less likely to develop an infection than residents in for‑profit facilities.  Davis (1993) investigated Kentucky nursing homes using a quality index composed of rates of decubitus ulcers, urethral catheterization, use of restraints, chemical restraints and drug errors.  He found that non‑profits had statistically significantly better performance on the overall index.

Intrator (1999) investigated 253 nursing homes in 10 states, looking at LTC facility characteristics that are associated with hospitalization.  She found no statistical differences in the hospitalization rates of residents in for‑profit and non‑profit institutions.  She did find that increased physician involvement and the use of so‑called "physician extenders" (e.g., nurse practitioners) did decrease hospitalization rates.  Non‑profits were more likely to have higher physician involvement and physician extenders than for‑profits.

A note about mortality:  Mortality is often considered the 'gold standard' of quality for acute care services.  But mortality is not a particularly useful indicator for long term residential care because most recipients are very elderly: their prime concern is quality of life, not necessarily life extension.  Another issue is that a resident's death will be reported as occurring outside the LTC facility if the person was transferred to hospital prior to death.  Conversely, the presence of palliative care services might bias an institution to having more deaths than others (Spector 1991).

Costs:  An incomplete picture

Fourteen studies reported on costs.  Thirteen found that for‑profit care cost less per patient day than non‑profit care, while the remaining one detected no difference in costs.  However, these findings have a built‑in limitation: no study reported on overall health care costs, but dealt with patient care costs for the institution only.  In effect, we do not have the critical wide‑angle view of LTC costs.

The importance of overall costs:  The lack of data on overall costs is very significant because residents of LTC institutions have high utilization of hospitals, medical care and pharmaceuticals.  Less care or poor quality care within a LTC facility can translate into higher costs in other parts of the health care system.  Unfortunately, none of these studies tracked these other expenses.

Further, for‑profit companies could attract business by reducing the costs of certain kinds of care while increasing prices for other kinds.  For example, a private LTC facility could reduce its advertised per diem rate but then charge a fee for managing medications.

Although their per diem rates may be lower, for‑profits appear to transfer costs to other parts of the health care system.  The best guidance on this matter comes from population‑level studies such as Silverman et al. (1999), which conclude that the greater the penetration of for‑profit services into a community, the greater the overall health care costs.

Better staff mix and pay:  The literature showed that the main reason for lower costs in for‑profit residential care was lower staffing costs.  Ten of twelve studies that investigated staffing found that staffing costs were higher at non‑profit institutions; the other two studies saw no 

difference.  All three studies that reported on wages and benefits found higher remuneration at non‑profit institutions (Gertler 1994, Hughes 1993, Rosko 1995).

Six of seven studies that looked into staff mix found a richer, better‑trained combination of staff in non‑profits;
 the other study detected no difference (Harrington 2000A).  These studies found that non‑profits used more hours of licensed nurses, physicians and physician extenders.  Non‑profits also spent more on staff training.

Two Canadian non‑peer‑reviewed reports supported these conclusions.  A study by the Ontario Association of Non‑Profit Homes and Services for Seniors found that Ontario non‑profit institutions had higher expenditures per patient day than for‑profit homes (OANHSS 1997).  Significantly, the non‑profits spent more on nursing care and less on overall administration.  A 1995 OANHSS study showed that the mainly non‑profit municipal homes for the aged paid higher wages and benefits than Ontario's mainly for‑profit nursing homes.

The importance of staffing is underscored by the fact that the Clinton administration recommended new staffing rules for nursing homes that receive federal funding (Pear 2000).

Home care:  

A neglected area of study

There is a paucity of research into the relative merits of non‑profit and for‑profit home care.  This gap is lamentable given the importance of home care nursing and home support services to the growing number of people who depend on community‑based care.

The following findings are based on nine peer‑reviewed, comparative studies of home care services.

Quality of care: Higher or equal in non‑profits

The scant literature in this area indicated higher or equal quality of care from non‑profit home care agencies compared with for‑profit companies.

Structure of care:  Three studies reported on the structure of care; all found in favour of non‑profit services (Hollander 1994, Schmid 1993A, 1993B).  As mentioned previously, high staff turnover leads to poorer quality of care.  Hollander (1994) reported that annual homemaker turnover was lower in British Columbia's non‑profit home care agencies than in for‑profit agencies: 37 percent compared with 50 percent.

Schmid (1993A) reported lower annual turnover in Israeli non‑profit home care agencies (13 percent compared with 23 percent).

Schmid also reported lower absenteeism and fewer complaints about non‑profit staff.  Non‑profit administrators were more likely to monitor their staff and make "surprise visits" to clients' homes.  Schmid (1993B) found that Israeli non‑profits provided better fringe benefits and more in‑service training than their for‑profit counterparts.

Process of care:  Only one study reported on process of care.  Shuster (1991) interviewed nurses with for‑profit and non‑profit home nursing agencies and concluded that their time allocation was similar.

Patient outcomes:  Only one study reported on outcomes.  Schmid (1993c) interviewed clients of Israeli for‑profit and non‑profit home care agencies.  He concluded that clients of non‑profit agencies were more satisfied with their care.  Clients of non‑profits rated these agencies as adapting better to working in clients' homes.

Costs:  Lower in non‑profit agencies

Three studies compared costs between for‑profit and non‑profit home care agencies.  All concluded that non‑profits have lower costs.  Williams (1994) used data from interviews with a U.S. nationally representative sample of 921 home care patients.  He found that for‑profits had higher costs than private non‑profits, which in turn had higher costs than public agencies.  Overall, Williams concluded that similar patients accrued four times the charges from for‑profit firms than they did from public home care agencies.  The cost difference was due to increased numbers of visits from for‑profit home care staff.  At the time, home care was reimbursed on a fee‑per‑visit basis, so there was an incentive to provide more intensive and longer servicing.

Schlenker (1995) investigated the costs of home care services delivered by capitated organizations (health maintenance organizations) and fee‑for‑service organizations.  He concluded that regardless of payment modality, for‑profits had higher costs.  Leon (1997) concluded that comparable U.S. home care patients had 31 percent higher costs when for‑profit firms provided the care.

To date there have been no peer‑reviewed, published studies on Canadian home care costs.  However, there is indirect evidence that for‑profit care is more expensive.  In 1997, the Manitoba government attempted to contract out 25 percent of Winnipeg's home care services to the for‑profit sector (Krueger 1997, Shapiro 1997).  Thirty for‑profit firms displayed interest in the  contract, but only the U.S.‑based home‑care giant Olsten made an application.  Awarded the contract, Olsten withdrew in under a year after determining they could not make money while being paid at the public sector level.

Pressure on clients:  Another cost consideration relates to how individual home care clients can be pressured by for‑profit providers to buy additional services.  Bruce Vladeck, then director of the Health Care Financing Administration, which administers the U.S. Medicare Program, testified before a U.S. senate committee on this problem:

The 'invisibility' of the home health setting invites profiteers to prey on disabled elderly patients who may often be isolated, uninformed and lacking the support of friends and family.  We are finding continuous problems with unnecessary home health services.  In home health settings the physical isolation of the beneficiary is often an open invitation to unethical providers seeking ways to provide care based on financial incentives, rather than care that is actually needed.

There are anecdotal reports of Canadian home care recipients being pressured in this manner (Shapiro 1997).

There may be other pressures on the horizon, too.  Fuller (2000) noted that Dynacare Health Group and Comcare Canada have formed Danapharm Clinical Research Inc. (DCRI) to oversee a variety of services for pharmaceutical companies.  These services include recruiting patients for clinical trials.  In its promotional materials DCRI says: "Our parent companies, Comcare Canada Ltd. and Dynacare Health Group Inc. provide DCRI with easy access to community‑based home health."
  This convergence could be an example of how for‑profit health care companies find it easier to enhance profits by expanding revenues than by controlling costs (Evans 2000).

A comparison of societal benefits

In the provision of LTC and home care, the non‑profit sector contributes more overall societal benefits than the for‑profit sector.  These benefits relate to "externalities" such as research, education and training, integration of care, use of volunteers and reduced regulatory costs.

A positive contribution by non‑profits

The term "externalities" refers to costs of production that do not directly accrue to the producer or consumer of goods and services.  Evans (1984) described externalities in this manner:

One person or organization's behaviour may affect others, independent of any voluntary transaction ... [M]y failure to wear seatbelts increases your taxes to pay my hospital bills.  Conversely my beautiful garden not only gives you pleasure, but raises your property value.  Insofar as my behaviour fails to take account of such effects, because others have no way to induce me to respond to their preferences, I will (from a society‑wide perspective) over‑ (under) indulge in activities with negative (positive) externalities.

Economic theory suggests that for‑profit companies, in pursuit of their own economic interest, would be more likely to engage in activities with negative, rather than positive externalities.  For example, it is often less expensive for "dirty" industries to release their pollutants into the environment than to pay for pollution reduction.  The social costs of environmental degradation can include human health problems, loss of land for other uses (e.g., agriculture) or simply a deteriorating quality of life.  If a company decides to act conscientiously, it may be run out of business if its competitors forego environmental controls and hence have lower costs and cheaper products.  It is exactly this dynamic that has led to greater environmental regulation in the past 30 years.

In a similar fashion, for‑profit health care organizations have an incentive to avoid costs of production wherever they can, even if their actions raise costs for other individuals, institutions or society as a whole.  Thus, we can expect commercial health providers to underspend on such externalities as research, education, community coordination and volunteer development.

Indeed, research shows that for‑profit companies contribute less and spend less on social benefits than their non‑profit counterparts.

Research, education and training:  For‑profit firms are much less likely than non‑profits to provide continuing education and training to their staff.
  This in turn puts pressure on the public sector and individual workers, who in effect subsidize for‑profit companies by providing/paying for educational resources.  The lack of investment in workers also has implications for patients.  As noted earlier, continuing education is correlated with staff turnover rates and, hence, with quality of care.

Integration and coordination of care:  Another externality is community planning for integrated care.  Community and Continuing Care is provided by a diverse array of public, non‑profit and for‑profit agencies, even in provinces with regional health authorities.  There is a critical need to coordinate these organizations and to create integrated community networks.  Efficiency and cost‑effectiveness are not the only goals: coordinated care is also better for patients and workers.

Banaszak‑Holl (1998) examined the development of community care networks in the U.S. and concluded that non‑profit agencies were central for planning networks and coordinating referrals.  Rather then contributing to multi‑service coordination, for‑profit care tends to exacerbate the isolation of patients from community networks.

Making the most of volunteers:  Volunteers are extremely important to Canada's public health care system.  Over one million Canadians volunteer in health care organizations, providing millions of hours of unpaid labour (Volunteer Canada 1998).  A U.S. study estimated that volunteer time in hospitals equaled 8 percent of the paid workforce hours (Wolff 1993).

There is no peer‑reviewed study that compares volunteers in long term care or home care by ownership.  Wolff studied volunteers in Wisconsin hospitals.  She found that among the 55 percent of people who had a preference, 99 percent preferred to volunteer at non‑profit organizations and 1 percent preferred for‑profits.  The question must be asked: If Canadian health care becomes increasingly privatized, will we forfeit the goodwill and efforts of the volunteers who play such an essential role in CCC? 

Fraud and the cost of regulation:  Fraud has never been documented as a serious problem in Canada's health care system.  However, the U.S. system is plagued by fraud and improper claims submission.  The world's largest health company, Columbia/HCA, owns approximately 400 hospitals and has annual revenues in excess of US$20 billion.  Since 1997, Columbia has been under investigation by the U.S. Justice Department for fraudulent billings to Medicare, Medicaid and other federal programs.  In May 2000, Columbia and the Justice Department announced a tentative US$745 million partial settlement for alleged fraud committed by the company's hospitals, laboratories and home care agencies (Brinkerhoff 2000, Eichenwald 1997).

Fraud also led the U.S. government to place a moratorium on licensing new home care agencies for their Medicare program in 1997.  Although U.S. non‑profits have been found guilty of improper claims submissions (Pear 2000), the main offenders are for‑profit firms and individual providers.  There are signs that new U.S. regulatory efforts may be reducing fraud and improper submissions (Thornton 1999).  However, this comes with a considerable increase in non‑patient‑related costs to ensure compliance with the new standards (Cantone 1999, Eiland 1999).  Fraud and the regulatory fallout add to already heavy administrative charges within the U.S. health care system.  In essence, money that could be spent on patient care is diverted to regulate the private sector.

Of course, non‑profit care also requires regulation.  However, the costs of setting standards, monitoring and enforcement are lower for services provided by a public body or non‑profit organization (regional health authority, religious denomination or community group) than for services operating within a complex economic environment of mixed public/private financing and marketplace competitiveness.

Chapter 3

Profitization: What We Need to Know Next

This study is the most comprehensive Canadian endeavour to review comparisons of non‑profit and for‑profit delivery of Community and Continuing Care.  As we saw in Chapter 2, the findings are clearly in favour of non‑profit care.  However, this study also uncovered serious gaps in what is known.

The privatization – and profitization – of Community and Continuing Care are extremely significant trends that will impact on Canada's entire public health care system.  The Canadian people, care providers and policy makers need to be fully informed about how for‑profit services will affect the quality and availability of non‑profit health care.  Canadians also deserve to be made aware of the overall implications of for‑profit health care.

Wanted:  Stronger and better focused research

The literature that was surveyed for this study has some limitations.  The majority of the 52 peer‑reviewed studies are from the United States; only two are Canadian.  Although U.S. literature is not completely transferable to Canada, it nevertheless bears serious analysis and study: both countries have mixed public/private funding for LTC and home care, as well as mixed delivery.  That said, comparative Canadian research would be valuable.

Another limitation is the rather weak design of most of the comparative studies.  (Other limitations, notably the failure to capture overall health care costs, are noted in Chapter 2.) Almost all the investigators used retrospective (cross‑sectional) methods.  There are few prospective (chronological) studies.
 Cross‑sectional studies generally provide less valid results than other research designs (Sackett 1991).  The investigators generally used multivariate statistical methods to isolate the impact of independent variables.  These methods have a limited ability to deal with complicated chains of causation.

What works best?

Better statistical methods would improve the validity of these cross‑sectional studies, but it would be preferable to have stronger research designs initially.  There is a critical need for research that compares the health outcomes of similar populations in non‑profit and for‑profit care settings, over time.  This kind of prospective study would offer the most useful insights into differences in quality, costs and other factors.

For example, it should be reasonably easy to replicate West's (1983) cohort study in which patients were followed chronologically upon admission to a variety of Dallas‑area nursing homes.  In most provinces, current protocols for admission to an LTC institution gives the institution relatively little choice about who they admit.  Residents are now prospectively assessed for dependency.  These assessments are primarily used for administrative purposes, but they could also be used to control for entry case‑mix.  A chronological study of initially comparable residents living in different kinds of institutions would be very valuable.

Specific quality indicators

Community and Continuing Care is a fundamental component of our health care system that will continue to grow.  It is essential that we develop standard quality indicators specific to the sector; otherwise, researchers will be unable to assess what is working well, or analyze why.

Quality indicators for other sectors do not necessarily apply to Community and Continuing Care.  As noted in Chapter 2, mortality is typically the gold standard indicator in acute care (e.g., cancer and heart disease); however, many residents of LTC institutions are more concerned about quality of life than mere survival.  Hospitalization is another case in point.  A hospital admission may represent good care or bad care for a CCC client, depending on the circumstances.

The U.S. system is developing indicators for quality that track outcomes based on administrative data.  Canada must also develop reliable and valid indicators to measure the performance of CCC services.  These indicators could deal with factors such as hospital re‑admission rates, use of restraints, medication use, etc.

Social cohesion:  

A benefit we could lose

The debate about non‑profit and for‑profit Community and Continuing Care is not simply about quality, costs and community coordination.  There are also questions about Canadian society itself.  Health care is a key part of our national identity.  We like to consider ourselves a caring people.  Canadians need to ask: What are the civic benefits that flow from the altruism expressed in a public and non‑profit health care system, from the knowledge that one's society cares for all its citizens, including the most vulnerable?

Policy makers in many countries are increasingly concerned about the civicness of contemporary societies.  Connections between individuals and community organizations are known to play a crucial role in knitting citizens together (Putnam 1993).  In his study of Italy's regions, Putnam observed that regions with greater civicness developed more effective government services (e.g., day care centres, health clinics), which further reinforced their civic spirit.

Research shows that non‑profit health services attract more volunteers, play the major role in planning local networks, and provide more support for research and education.  Canada has a long tradition of community‑based, volunteer‑supported health services.  Public and non‑profit health care is a social asset that we created and share together.  It would be more than a shame if we neglected and lost this bastion of our society.

Endnotes

Non�profit LTC institutions were less likely to be cited for deficiencies than for�profits.





Staff continuity is known to improve outcomes in long term care ... Four studies found that non�profits have lower turnover rates.








For�profit delivery tends to decrease access and quality while raising costs.





Canada's public financing of health care leads to lower costs and better outcomes.





A Manitoba study found that residents in non�profit facilities had lower hospital admission rates for pneumonia, falls, dehydration and fractures than residents in for�profit facilities.





Non�profits spent more on nursing care and less on overall administration.





The researcher reported lower absenteeism and fewer complaints about non�profit staff.





Similar patients accrued four times the charges from for�profit firms than they did from public home care agencies.





We can expect for�profit companies to underspend on research, education, community coordination and volunteer development.





If Canadian health care becomes increasingly privatized, will we forfeit the goodwill of volunteers?





Money that could be spent on patient care in the U.S. is diverted to regulate the private sector.





We need research that compares the health outcomes of similar groups of people in non�profit and for�profit care settings, over time.





Public and non�profit health care is a social asset that we created together.  It would be more than a shame if we neglected and lost this bastion of Canadian society.





Private hospitals do not pick up the critical overflow from public hospitals, nor do they relieve surgical waitlists.








�. Ottawa implemented national hospital insurance in 1957; all provinces had public medical insurance by 1971.


�. Hasan 1996, Leslie 2000.


�. Population�level studies are especially informative because they compare a whole group of people with defined characteristics with another whole group with the same characteristics, but separated by time or geography.  For example, a population�level study might compare all B.C. women over 65 with diabetes with all Nova Scotia women over 65 with diabetes.


�. In Canada, the Canadian Alliance party is promoting the escape valve theory as justification for a two�tier health care system.


�. The framers of Australia and Great Britain's public health insurance plans yielded to tremendous political pressure from medical specialists in allowing the private system to operate alongside the public one.


�. Walkom, Thomas.  "Fixing health care: The hard lessons from Down Under – Two�tier pain: Costly lesson in frustration," Toronto Star, March 20, 2000.


�. For example, the 1964 Royal Commission on Health Services and the National Forum on Health, which reported in 1997.


�. The 1997 report is entitled Private Health Insurance and the State of National Health Service.  Cited in Jane Coutts, "Private care no cure, British say," Globe and Mail, June 24, 1997.  A1.


�. Most of these studies are cross�sectional in nature and use multivariate statistical methods to investigate associations between ownership and financial, quality and other outcomes.  A cross�sectional study compares two different types of care providers – non�profit and for�profit – at the same point in time (as distinct from a prospective study, which compares two phenomenon over time).


�. The U.S. Medicaid program provides coverage to people meeting certain low�income criteria.


�. Most studies relied upon structure and process indicators, and few reported on actual patient outcomes.  Traditionally, literature about health care quality focuses on structure and process; more recently it has begun to highlight the importance of outcomes.  However, outcomes comparisons are methodologically more difficult to complete.


�. Donabedian's framework proposes that appropriate structures lead to appropriate care processes, which then lead to better patient outcomes.


�. Advanced directives offer older people and their families an opportunity to chose the level of intervention that they wish before a life�threatening illness develops.


�. The raw data showed increases in mental health evaluations and treatments in non�profits, but analysis by logistic regression showed inconsistent direction of differences according to such factors as size, chain status and certification.


�. Aaronson and Rosko both used the same database; therefore, their work could be considered as one study.


�. Davis did not disaggregate the index for separate analysis of its components.


�. Mortality is an unreliable quality indicator in Community and Continuing Care.  In some cases a death might represent poor quality care, while in others it might represent good quality care.  The literature indicates a mixed picture for mortality in LTC institutions by ownership.  West (1983) conducted one of the few cohort studies in this comparative literature.  She followed residents after they had been admitted to Dallas�area nursing homes and found that non�profits had strikingly lower seven�month mortality rates than for�profits (15 percent versus 46 percent).  Spector and Seldon (1998) and Castle (1997�8A) also found a reduced risk of death for residents of non�profits.  However, Spector (1991) and Zinn (1993) found higher death rates in non�profits, and four studies found no difference in death rates including a Manitoba study conducted by Evelyn Shapiro (Bell 1990, Shapiro 1995, Castle 1997, Mukamel 2000).


�. Cohen 1996, Elwell 1984, Gertler 1994, Harrington 1998, Harrington 2000B, West 1983.


�. Vladeck 1997.  The testimony occurred on June 26, 1997.


�. Found at http://www.centerwatch.com/provider/prv24.htm


�. Cohen 1996, Elwell 1984, Gertler 1994, Harrington 1998, Harrington 2000B, West 1983.


�. There are few cohort studies and no randomized trials.


�. For example, the literature shows that non�profit services tend to have more staff and a richer staff mix with more expensive personnel.  If a study investigates the impact of various factors on quality (e.g., preventable hospital admissions) and controls for staffing, then the relationship between ownership and quality might be obscured.  This conclusion would be fair if there were no causal relationship between non�profit status and increased staffing.  However, non�profit ownership seems directly linked to higher quality staffing.  This methodological problem is sometimes referred to as "overcontrolling."
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