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KLEIN TRIES LEGISLATION FOR THIRD TIME

Ralph Klein is determined to establish a two-tier health care system by accrediting private hospitals for extended stay surgeries under contract to Regional Health Authorities. This is the third time he has attempted to make this happen.

Bill 37, a bill to establish private hospitals was introduced twice into the Alberta Legislature. And twice Premier Klein backed off in the face of massive public opposition.  Klein also tried to have the Alberta College of Physicians and Surgeons accredit private hospitals but they were unwilling to do the dirty work.  Two times they have referred it back to the legislature.  

On November 17, 1999 the Alberta government released a “Policy Statement on the Delivery of Surgical Services.”  While this policy statement cleverly tries to assure the public that the principles of Medicare and public health care are being protected, nothing could be farther from the truth.  When you look beyond the rhetoric, the message to Canadians is that private health care is going to be strengthened at the expense of the public system. 

Private hospitals will be accredited and allowed to operate within the public health care system providing both insured and uninsured surgeries to the public. Profits from public dollars will be the order of the day.

WAITING LISTS WILL NOT BE ALLEVIATED BY PRIVATE HOSPITALS

There is absolutely no evidence that the introduction of private hospitals into Alberta will do anything about the length of the waiting list for the time spent on a waiting list.

Both Ralph Klein and the Fraser Institute have been insistent that private hospitals will ease the pressure of the public system resulting in faster treatment for those on waiting lists.  In fact, studies show that the opposite is true.   The Manitoba Centre for Health Policy Evaluation studied waiting lists for several different types of surgeries
. If you have cataract surgery scheduled with a physician who operates in both the public and the private sector, your wait will be 130% (13 weeks longer) than if your physician operated only in the public system.

It is true that if your surgery is scheduled with a physician who operates only in the private sector, you will have a shorter waiting time.  However, you will be responsible for the total cost of your surgery.  This is precisely what a two-tier health care system is about – those who can afford it will get treatment faster than those who can’t - it flies in the face of the principles of “accessibility” and “universality” of the Canada Health Act.  Moreover, the waiting time in the case of cataract surgery is only marginally less in a private system compared to the public system.

A study conducted by a team of eminent health policy analysts and researchers for Health Canada concluded

Despite repeated calls for private financing to relieve an over-taxed public system, we could find no evidence, from Canada or elsewhere, to support the notion that this would be an effective solution.

Indeed, if anything, the evidence points in the opposite direction – where we find private funding, we find generally worse access for publicly funded patients, particularly in cases where physicians are permitted to serve both public and private patients. 

The Consumers’ Association of Alberta reports that waiting lists for cataract surgery are much shorter in Edmonton where 89 per cent of the surgery is done in the public system, than in Calgary where all cataract surgery is contracted out to private clinics 
.  Coincidentally, Calgary’s eye clinics offer ”extras” such as better replacement lens, fancier surgical supplies and diagnostics, but for an additional out-of-pocket fee of $750.  Once again, profits mean extended waiting lists.

Waiting lists will only be alleviated when adequate funding and planning is put into primary care reform and into proper management systems for the waiting lists themselves.

PRIVATE HOSPITALS ARE NOT MORE COST EFFECTIVE

There are many claims by proponents of private health care that money will be saved, but such claims are most often backed by assertion rather than the facts.  Ralph Klein was asked if the new system he is proposing would save money.  His response: “I don’t know.” 
 

The facts of the matter are that privatization and contracting out is unlikely to save money. A study in the prestigious New England Journal of Medicine reports that “increases in spending rates were greater in areas served by for-profit hospitals than in areas served by not-for-profit hospitals.” 

Health authorities in Alberta have been contracting out cataract surgery for approximately three years.  Dr, Ian MacDonald, Chair of Ophthalmology at the University of Alberta, has doubts that anyone could make the argument that private clinics are cheaper. 

The image of the Calgary General Hospital imploding and crumbling into dust as a result of funding cuts and restructuring stands in stark contrast to the Alberta government’s latest attempt to appear to be the saviours of the public system.  Operating theatres and beds within existing public hospitals sit unused while the government devises a way to direct profits to the private sector.  Why are private health facilities being expanded when re-investment in the public system is critical?

In Britain the National Health Services allows for co-operation between the private and public systems.  For example, physicians supplement their incomes by seeing private patients in public hospitals. The result is a drain of specialist skills from the public service 
.  Private hospitals will drain specialist skills from public hospitals.  How long will it be before physicians want a fully integrated system so that they can reap the rewards from both?

Private hospitals are required to pay taxes that public hospitals are not.  Will the private hospitals be asking for tax breaks in order to be competitive?  Will they cut corners, and endanger human lives, in order to make a profit?  These are very real dangers and verbal assurances from the government are not sufficient to alleviate these concerns. 

Once private hospitals are accredited, what is to stop the government from de-listing other services that will be picked up by the private hospital?  What is to stop the private hospital from offering “extras” (both products and services) for which they will bill the patient directly?  “Extras” are already offered to those wanting cataract surgery in the private sector and add significantly to the cost of the surgery. These “extras” will be very enticing for patients and there families.  After all, don’t we all want “the best”?

Private hospitals in Alberta are certain to attract “medical tourists” from south of the border.  Corporate health care has been eyeing this market for quite some time. The financial foundation for these private facilities will be public dollars. In the words of Richard Gwynn, “private clinics would gradually and inexorably change Alberta’s present one-tier system by getting patients accustomed to securing a superior service by an extra payment.”
 Gwynn also reminds us that one of the reasons that Americans would want to come to Canada for such services is that “their own two-tier system is so terrible.”

THERE ARE HUMAN COSTS TO PRIVATIZATION

Privatization has most often been sold, falsely it turns out, on the basis of cost-effectiveness.  But what about the effectiveness of private facilities in actually providing a quality health service?  When we look at the available research we find that there are some serious question marks.

A study of for-profit and not-for-profit profit dialysis units in the U.S., reported in the New England Journal of Medicine, contains some chilling results 
. The study reported that the crude mortality rate per 100 person-years of end stage renal disease was 21.2 for patients treated in for-profit facilities and 17.1 for patients treated in not-for-profit facilities. If you are in a private, for-profit clinic, you are more likely to die. Moreover, the likelihood of being placed on a waiting list for a renal transplant was less at the for-profit centres than at the not-for-profit centres.

Are for-profit centres reluctant to refer patients for renal transplants because they will lose revenues from patients after they receive transplants?  The study intimates that there may some element of truth in this.  If it is the case, it is a very poor way to reduce waiting lists.

A second conclusion reached by the researchers is that the private institutions are understaffed.  Understaffing in for-profit institutions is one obvious way to increase profits and it comes at the expense of the patient’s health.

THERE IS NO WAY TO HOLD PRIVATE HOSPITALS ACCOUNTABLE

Private hospitals cannot be held accountable for either the quality for the services they provide or the manner in which they spend public funds.  How will regional health authorities be able to ensure that quality health care is provided? The Authorities themselves do not have the capacity to monitor, supervise or police the contracts.  The College of Physicians and Surgeons has already indicated that they do not have the resources to do so. Self-monitoring is always a bad idea, but private hospitals will be left to do so.  

Similarly, monitoring the cost-effectiveness of the procedures will be next to impossible.  How will public and private administration be sorted out?  The Auditor General of Canada has made it clear in his report that the federal government does not have the capacity to monitor the administration of funds 
. We know from the U.S. experience that administrative costs are much greater in the private health sector.  There is a strong possibility that public dollars will be subsidizing the costs of private administration. 

We also know from the American experience that private health care operating with public funds has been susceptible to fraudulent use of those funds.  There have been several high profile cases where corporations have been found guilty of fraud.  How can we avoid this in Canada given that we do not have the same agencies monitoring the spending of public funds?

Public disclosure legislation for corporations in the United States at least provides us with the opportunity to examine the profits and practices of corporations.  In Canada, no such corporate disclosure is required leaving us to depend on corporate “good faith” to tell us that their financial picture is rosy and their corporate behaviour is impeccable.  Lack of corporate disclosure means that health authorities cannot make informed decisions about the companies to which they are giving contracts.  Canadians deserve to know that their health dollars are going to health care and not to unnecessary profits or to fraudulent uses of public funds. 

WHEN KLEIN SAYS …  HE REALLY MEANS ….

· When Klein says one-tier, he really means two-tier.  Two-tier has become  so politically unpopular and associated with U.S. health care that even its proponents do not want to use it.  Keith Martin of the Reform Party was very clear about his support for two-tier medicine just after Klein made his announcement, but was forced to recant after realizing the extremely negative connotation it has. The Reform Party has since spent considerable time trying to distance itself from the concept of two-tier health care while still being in favour of privatization.

The true test of whether a policy is in favour of two-tier health care is if it favours private provision of health services.  If it does, it will lead to two-tier health care no matter what other claims may be made.

· When Klein says there won’t be a two-tier American-style health care system, he really means that there will be a two-tier Canadian-style health care system based on the American model.

· When Klein says “private health facilities”, he really means ‘private hospitals.”

· When Klein says he wishes to alleviate “suffering” by reducing waiting times, he really means that he wants to shift lucrative medical procedures such as hip replacements to the private sector to enhance their financial health.

· When Klein says the policy won’t contravene the Canada Health Act, he really means that if he says it often enough, maybe people will believe it is true, and maybe, just maybe, the federal government won’t withhold funding.  In reality, the Alberta policy will seriously erode the Canada Health Act. Accessibility and public administration are both threatened.

PRIVATE HOSPITALS WILL OPEN THE DOOR UNDER NAFTA 

Private hospitals in Alberta will undoubtedly signal that Canadians are acquiescing to opening up this area of health care to commercial activity. It will be a no-win situation for Canada.   Under NAFTA foreign corporations will be clear that they wish to have national treatment status in order to enter the Canadian market. If they are denied that status and a Canadian controlled corporation is allowed to operate in Canada, a foreign corporation could sue Canada that they haven’t been allowed most favoured nation status.

Once contracts are let to private hospitals to perform surgeries in Alberta, the terms of NAFTA will give multinationals the right to offer them in all provinces.  And once private hospitals are in place, there will be no going back.  They will be here to stay and they will use the third party resolution panel to ensure that they do.

FUNDING FOR HEALTH CARE MUST BE RESTORED

If there is anything that most analysts agree upon, it is that the funding cuts to health care hit too hard and cut too deep and must be restored.  (It makes one wonder where they were when the cuts were being introduced).  With a significant budget surplus on the horizon the federal government certainly is in a position to restore more of the funding than they already have.  Whether they have the political will to do so remains to be seen.

Federal inaction in this area will encourage Alberta to stay the course in privatizing hospitals and it will encourage others (Ontario in particular) to continue their assaults on the health care system..

WHO STANDS TO BENEFIT?  The Corporations Behind Private Hospitals 

HRG HEALTH RESOURCE GROUP

HRG incorporated in Alberta, British Columbia and Ontario in 1996.  It received accreditation from the Alberta College of Physicians and Surgeons to perform day surgeries in August 1997.  

HRG Board of Directors (as of 1997):


Chair: Peter Burgener


Vice Chair: Tom Saunders


Directors: Dr. Bill Cochrane, Dr. Stephen D. Miller, Jim Saunders, Jim 
Viccars, Frank King, Dr. Nigel Patchett, James Thompson, and Robert

 
Allan.

Corporate Management (as of 1997):


President: Tom Saunders

Recent quotes: “Klein showed quite clearly that he wants to initiate change and move with times.” 
 

“… in order to invest in health care in the private sector you have to have a vision of the future that includes a public-private partnership” 

Chief Medical Officer: Dr. Stephen D. Miller

Corporate and Political Connections:

HRG has strong health, business and political ties.  And HRG’s strong interest in the workers’ compensation market solidifies ties to Alberta’s employers. 
 

Jim Saunders has held positions as: Chief Operating Officer of the Calgary Regional Health Authority; President and CEO, Alberta Children’s Hospital; Vice-President, Calgary District Hospital Group; Assistant Executive director, Rockyview General Hospital; Executive Director, Peter Lougheed hospital; Assistant Executive Director, Holy Cross Hospital; National Board chair, Canadian Healthcare Association. As Chief Operating Officer of the Calgary Regional Health Authority he presided over the closure of the Grace Hospital, the current site of HRG.  Saunders is an outspoken proponent of privatization of health services 

Frank King is President of Metropolitan Investment Corporation, a venture capital and management consulting business.  He served as Chair and CEO of the Calgary Winter Olympics in 1988.  King holds 1,600,000 common shares of HRG.

Tom Saunders was a co-founder of the Western Occupational Rehabilitation Centre (a for-profit venture which was later sold to Columbia).  A former Vice-President of Sun Healthcare Group’s Canadian operations.  Sun Healthcare Group is based in New Mexico.  Saunders holds 600,000 common shares of HRG.

Dr. William Cochrane is a Director of MDS Health Ventures Inc. and MDS Pacific Ventures. He served as Deputy Minister of Health Services in the Alberta government in 1973. He is a former Dean of Medicine, and former President and Vice Chancellor and President of the University of Calgary.  His firm, W.A. Cochrane and Associates Inc. directs investors to private health services and biotechnology companies.

Peter Burgener is Senior Partner of Burgener Lachappelle Kilpatrick Architects and Managing Partner of Heath Design Group Architects Ltd. carrying out major renovations and additions to several Alberta hospitals. He is a former Vice-Chair of the Board of Calgary District Hospital Group.  He is married to provincial Tory MLA Joyce Burgener (Calgary Currie). Peter Burgener holds 100,000 common shares.

Dr. Stephen D. Miller serves as Chief Medical Officer for Columbia Health Care Inc. (Columbia) a national for-profit health rehabilitation company.  He is co-founder of the Western Occupational Rehabilitation Centre in Calgary. Millar holds 600,000 common shares in HRG.

Dr. Nigel Patchett is a business consultant involved in information systems.  He worked for the CBC, Combustion Engineering and a variety of corporations in Canada, the U.S. and Eastern Europe.  Patchett holds 1,600,000 common shares of HRG.

Jim Viccars is a business consultant and worked in the petroleum industry.  He was President and partner in Sulwest Inc., a sulphur recovery and processing company.  

James Thompson is a lawyer and partner of McManus, Thompson, Barristers and Solicitors.  Thompson holds 25,000 common shares of HRG.

Robert Allan is Vice-President of MDS Capital and a Director of Xillix Technologies Corporation a medical devices company based in Vancouver with its parent office in the US.  Prior to becoming VO of MDS Capital he was Vice-President Financial Operations of MDS Labs. Allan is also a Director of Pangea Systems Inc. a bioinformatics company based in Oakland, California.

Corporate Services:

HRG operates a $6 million 37-bed facility on the third floor of the Salvation Army Grace Hospital in Calgary.  

Complementary health services in surgical, medical and rehabilitative programs.

Operating revenues derived from contracts and service agreements with health related insurance companies and direct contracts with governments and regional health authorities. They will also charge patients and insurance companies directly for provision of uninsured health services.

They plan to expand to include out-of-country clients.

Financing

HRG is a privately owned company. In July 1998 it issued a private placement through Research Capital Corp. and raised $10 million in new investment, There are 65 investors in HRG 

As of June 30, 1999 the Canadian Medical Discoveries Fund (CMDF) has an investment of $2 million in HRG. This investment was made in 1997.

The CMDF is a partnership of:


The Medical Research Council of Canada


MDS Capital Corporation


Talvest Fund Management Inc.

The Professional Institute of the Public Service of Canada (PIPS). Steven Hindle, President of PIPS, is a member of the Board of Director of CDMF.


Medical Discovery Management Corporation

MDS Capital Corporation’s Healthcare and Biotechnology Fund also invested approximately $250,000 in HRG in late 1997.

Political Contributions

HRG has been a major contributor to the Alberta Conservatives with $10,000 contributed in 1997.

MDS Inc.

MDS has contributed significantly to the undermining of Canada’s public health care system through investments in HRG Health Resource Group Inc.  These investments were made through MDS Capital Corporation and its control of the Health Care and Biotechnology Venture Fund.  MDS Capital also is a partner in the Canadian Medical Discoveries Fund with major investments in HRG.  

MDS is a Canadian-based multinational that is most widely known for its private labs and they have been involved in a number of lab services privatization initiatives across Canada.  MDS holds approximately 38% equity in MDS Capital Corporation which manages the following six funds:

· MDS Life Sciences Technology Fund

· Canadian Medical Discoveries Fund

· The Health Care and Biotechnology Venture Fund

· MDS Health Ventures Inc.

· BC Life Sciences Fund

· Neuroscience Partners L.P.

MDS Capital made investments of $750,000 in HRG in 1997.  All told MDS has invested $3 million to HRG Health Resources Group in 1997 and 1998.

Corporate and Political Connections

Dr. William Cochrane is a Director of MDS Health Ventures Inc. and MDS Pacific Ventures. He served as Deputy Minister of Health Services in the Alberta government in 1973. He is a former Dean of Medicine, and former President and Vice Chancellor and President of the University of Calgary.  His firm, W.A. Cochrane and Associates Inc. directs investors to private health services and biotechnology companies.

Robert Allan is Vice-President of MDS Capital and a Director of Xillix Technologies Corporation a medical devices company based in Vancouver with its parent office in the US.  Prior to becoming VO of MDS Capital he was Vice-President Financial Operations of MDS Labs. Allan is also a Director of Pangea Systems Inc. a bioinformatics company based in Oakland, California

Political Contributions

MDS, through its partnerships and subsidiaries, contributed more than $56,000 to the Alberta Conservatives from 1994 to 1997.

WHAT’S NEXT?

Those who would like to destroy Medicare are fond of saying that  “Medicare is broken and we have to fix it.”  This mantra is repeated by the Fraser Institute, by corporate executives, medical associations, the Reform Party and all others who have a vested interest to profit from illness.  Invariably their solution is to allow the private sector to do it.  After all, they say, the private sector can do anything better than the public sector can – even if there is evidence to the contrary.

Medical Savings Accounts 

It is hardly coincidental that the current debate, sparked by the policy announcements in Alberta, is accompanied by an onslaught of other wild ideas about how to save Medicare. The idea of a Medical Savings Account (MSA) is one of those improbable ideas that are given credence when a system is thrown into crisis.  And it should be one of the first ideas discarded in any serious attempt to shore up public health care.

Medical savings accounts would operate on the principle of re-allocating health spending to individuals.  Each individual would be allocated a specific amount of money (depending on their demographic characteristics, health experience etc.).  The individual would then have that amount of money available to purchase his/her health services. There are a variety of schemes but most of them require some additional insurance should the amount of money allocated to you not be sufficient.  However, if the entire amount is not used in any given year the remainder may be used by the individual for any purpose or rolled over for future health spending needs.

The principle behind these schemes is that individuals abuse the system and if they had to spend their own money they would be more frugal and save the government money by not using as many health services.  This, of course, is nonsense.  The amount of money in your bank account should not be a factor in the decision-making process of whether to seek medical assistance.  Health services are not commodities to be purchased in the marketplace and decisions to access those services are not made on the same basis as the decision to buy a new car or purchase a refrigerator.

MSAs mean that only those wealthy enough to afford adequate additional insurance will be comfortable under such a system.  At minimum the result would be a two-tier health care system. It is more likely that we would have a multi-tier system with many levels of coverage under insurance policies.

MSAs would result in insurance companies requiring “managed care” and the patient would be subject to treatment similar to that which patients in the U.S. undergo in Health Maintenance Organizations (HMOs).  Every penny going to patient care would be monitored and patient requests for specialists and second opinions would be discouraged. Patient care would suffer as it has in for-profit HMOs in the U.S.

However, the insurance industry, managed care consultants and health maintenance corporations would love it!
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