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Privatizing health care is not the answer:

lessons from the United States
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Canadian health care system more like the US sys-

tem by partially privatizing it. Those who favour this
approach claim that the US system offers more choice and
better quality of care and spares the public purse. Some pro-
ponents even go so far as to claim that it is more efficient.
My purpose here is to disabuse Canadians of these myths by
taking a close look at how the US system works and com-
paring it with the Canadian system.

In 1972 the Yukon Territory became the last jurisdiction
in Canada to adopt the Medical Care Act, which set up a sys-
tem to provide hospital and physician care to all Canadians.'
Before then, the Canadian and US health care systems were
similar. Both were partly public, partly private, partly for
profit and partly nonprofit. Both also left a great many citi-
zens uninsured. The costs were also about the same — a lit-
tle over $300 per person in 1970 — as were outcomes. At
that time, life expectancy was about a year longer in the
United States.

But with the implementation of Canadian medicare, the
2 systems rapidly began to diverge in all respects. The US
system became more and more costly, leaving increasing
numbers of Americans — now about 46 million people —
uninsured. In 2005, expenditures were twice as high in the
US as in Canada — US$6697 per person v. US$3326 in
Canada.’ And although Canada insures all its population for
necessary doctor and hospital care, the US leaves 15%
without any insurance whatsoever.* Those who are insured
often need to pay a substantial fraction of the bill out-of-
pocket, and some necessary services may not be covered.
In a recent survey, 37% of Americans reported that they
went without needed care because of cost, compared with
12% of Canadians.’

Outcomes also now favour Canada. Instead of living
a year longer, the life expectancy of Americans is now
2.5 years shorter than that of Canadians.” Infant mortality
rates are higher in the US, as is preventable mortality (death
before the age of 75 years from diseases that are amenable to
treatment).”® Furthermore, contrary to popular belief, people
in the US do not receive more health care services. They visit
their doctors much less often and spend less time in hospital
than Canadians do (Table 1). Per population, there are also
fewer nurses and hospital beds in the US, although there are
slightly more doctors and many more magnetic resonance im-
aging (MRI) units.>’

T here are strong moves within Canada to make the
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Key points

e Health care costs per person are twice as high in the
United States as in Canada.

e The US health care system has worse outcomes, is less effi-
cient and provides fewer of many basic services than the
Canadian system.

e The United States is the only industrialized country that
treats health care as a market commodity, not a social serv-
ice, and leaves uninsured those who cannot pay.

¢ In the United States, for-profit health care is more expen-
sive and often of lower quality than not-for-profit or gov-
ernment care, with much higher overhead costs.

e The notion that partial privatization in Canada will shorten
waiting times for elective procedures is misguided.

e Partial privatization would draw off resources from the
public system, increase costs overall and introduce the in-
equities of the US system.

e The best way to improve the Canadian health care system
is to put more resources into it.

Why the US spends more and gets less

The only plausible explanation for the US paradox of spend-
ing more and getting less is that the US health care system is
enormously inefficient compared with the Canadian system.
The inefficiency stems from the fact that the US, alone
among industrialized countries, relies primarily on private,
largely investor-owned corporations to provide health care.® It
is the only industrialized country that treats health care like a
market commodity instead of a social service. Thus, health
care is distributed not according to medical need but, rather,
according to the ability to pay. There is a great mismatch,
however, between medical need and the ability to pay. In fact,
those with the greatest need are those least able to pay. Al-
though markets are good for many things, they are not a good
way to distribute health care because that is not their primary
purpose. Businesses aim to increase revenues and maximize
profits. Hospitals in the US, for example, often advertise their
services. Like all businesses, they want more, not fewer cus-

Marcia Angell is a senior lecturer in social medicine, Department of Global
Health and Social Medicine, Harvard Medical School, Boston, USA

This essay is based on a lecture presented at the joint meeting of the American
and Canadian Orthopaedic Associations, Québec, Que., June 6, 2008.

e OCTOBER 21, 2008 « 179(9)

© 2008 Canadian Medical Association or its licensors



tomers — but only if they can pay. People who are wealthy or
well insured may get an MRI they do not need, whereas those
without insurance may not get an MRI they do need.

How the US system works

Most Americans under the age of 65 receive tax-free health
benefits from their employers. Employers select the insurance
companies and the plans to offer and pay a portion of the pre-
miums — these days, a smaller and smaller portion. There is
little choice. But offering benefits is strictly voluntary, and
not all employers choose to do so. If offered, the benefits may
not be comprehensive. Increasingly, employers cap their con-
tributions, so that the burden of increasing costs falls on the
workers.” Employees, in turn, often turn down benefits when
they are offered, because they cannot afford to pay their
growing share of the premiums.

The private insurers with whom employers contract are
mostly investor-owned, for-profit businesses. They try to
keep premiums down and profits up by stinting on medical
services. In fact, the best way for insurers to compete is by
not insuring high-risk patients (called “cherry picking” or
“cream skimming”), limiting the coverage of those they do
insure (e.g., excluding expensive services, such as bone mar-
row transplantation) and passing costs back to patients as de-
ductibles, copayments and claim denials. The US is the only
country in the world with a health care system based on
avoiding sick people. These practices add enormously to
overhead costs because they require a great deal of paper-
work. They also require creative marketing to attract the af-
fluent and healthy people and to dodge those who are poor or
sick. Not surprisingly, the US has by far the highest overhead
costs in the world.’

It is instructive to follow the health care dollar as it makes
its way from employers to the doctors and nurses and hospi-
tals that provide medical services. First, private insurers regu-
larly skim off the top a substantial frac-
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The most popular part of the US health care system is the
government-administered system for Americans over the age
of 65 — Medicare. This is a single-payer program embedded
within the private, market-based system. It is by far the most
efficient part of the US system, with overhead costs to govern-
ment of about 2%." It covers virtually everyone over the age
of 65, not just some of them. It also covers everyone for the
full package of benefits, so it cannot be tailored to avoid high-
risk or chronically ill patients. But US Medicare is not perfect,
and it has been weakened by the Bush administration. Out-of-
pocket costs for Medicare beneficiaries are substantial and
growing. Moreover, because Medicare pays for care in a mar-
ket-based private system, it experiences many of the same in-
flationary forces that affect the private insurance system, in-
cluding profit-maximizing hospitals and physicians’ groups. In
addition, doctors’ fees are skewed to reward highly paid spe-
cialists for doing as many expensive procedures as possible.
As a result, inflation in the Medicare system is almost as high
as inflation in the private sector and is similarly unsustainable.®

Attempts to reform the US health care system incremen-
tally have run into the following dilemma. If coverage is ex-
panded, costs rise. If costs are controlled, coverage shrinks.
This problem faces the US presidential candidates as they at-
tempt to respond to the increasing calls for reform, and they
have embraced opposite horns of the dilemma.”” Senator John
McCain has opted for holding down costs by passing more of
the burden to individuals, even though it means reducing
coverage. Senator Barack Obama has opted for increasing
coverage, even though it means adding to the staggering costs.
Neither is a long-term solution. The only way to increase cov-
erage and reduce costs is to change the system entirely.

Polls have shown that about two-thirds of Americans
would prefer a Canadian-style system,"” as would three-fifths
of doctors." However, many businesses that profit from the
current system, mainly the private insurance industry and for-
profit health care facilities, resist any fundamental change.

tion of the premiums (about 15%-25%)
for their administrative costs, marketing

Table 1: Differences in health care between Canada and the United States

and profits.” The remainder is passed

. . . Measure Canada United States

along a veritable gauntlet of satellite busi-
nesses that have sprung up around the Total health care spending per capita (2005)° US$3326 US$6697
health care industry. These include bro- Government spending per capita (2005)" US$2322 US$4048
kers t(? .cut.deals, .disease-mar.lagement Life expectancy, yr’ 80.21 77.8%
and utilization review companies drug-nfant mortality per 1000 births (2004)° 53 6.8
management companies, legal SCIVICES,  ponaple mortality* per 100 000 (2002-2003)° 77 110
marketing consultants, billing agencies e —

. . . Physician visits per capita 6.18 3.9
and information management firms. : -
They, too, siphon off some of the premi- Hospital acute care beds per 1000 3.0% 2.8t
ums, including enough for their adminis- Bed-days per capita 1.08 0.7+
trative costs, marketing and profits. It was Physicians per 1000° 2.2% 241
conservatively estimated that, in 1999, Nurses per 1000’ 9.9% 7.9
31.0% of all health care spending in the MRI units per million population’ 5.5t 26.6%

US was for overhead, nearly twice the es-
timated 16.7% in Canada. The overhead

Note: MRI = magnetic resonance imaging.

*Deaths before the age of 75 years from diseases amenable to treatment.

for Canada’s private insurers that year 2005 data.

: $2004 data.

yvas 13..2%, compared with only 1.3% for §2003 data,

its public system." 112002 data.
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They in turn have inordinate influence over law-makers and
many economists and health policy experts, who propagate the
myth that a Canadian-style health care system is “unrealistic.”
In addition, many procedure-oriented specialists are quite
happy with the current system. They are generally paid much
more than they are in Canada, and that predisposes them to ex-
aggerate the failings of the Canadian system and minimize
those of the American system.

Strengths and failings of the Canadian
system

In 1972, after the Yukon Territory signed on to the Medical
Care Act, all Canadians were insured for physician and hospi-
tal services, but not for other health care needs such as home
care, care in long-term facilities and prescription drugs. These
and other benefits were left to the individual provinces, if
they were covered at all. Moreover, many hospitals added
user fees and doctors added extra charges. However, these
practices ended with the 1984 Canada Health Act, which re-
quired, as a condition of federal contributions to provincial
costs, that health care be accessible to everyone, and it essen-

The problem with Canadian medicare is not
the system, it is the amount of money put
into it. The US problem is exactly the oppo-
site. It is not the money; it is the system.

tially abolished user fees and extra charges.' The system was
able to keep costs in check in part by controlling the supply of
certain services — for example, imaging and surgical facili-
ties and the specialist physicians necessary to carry out the
procedures. The result was the growth of waiting lists for
some procedures. Nevertheless, Canadian medicare remained
popular with the public — and still is.

During the 1990s, as Canada went through an economic
downturn, Canadian medicare was underfunded. Waiting lists
became a political issue, and public satisfaction with the sys-
tem, although still high, fell somewhat. Toward the end of the
1990s, as economic conditions improved and the publicity
about waiting lists increased, the provinces began to put more
money into the health care system.' But waiting times are still
too long for certain elective procedures, such as hip and knee
replacements, and it takes time for increased funding to be
translated into more facilities and specialists.

The waiting lists are the ostensible reason for the pressures
to partially privatize the Canadian health care system. I say
“ostensible” because I believe the main reasons have to do
with the desire of businesses and some specialists to profit
from the system, just as they do in the US, and the desire of
the federal and provincial governments to hold down their
costs, even if it means increasing the burden on individuals.
Lamenting waiting lists, however, sounds better to the public.
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In 2005, the Supreme Court of Canada handed down its deci-
sion in Chaoulli v. Quebec.” It held that a 1-year wait for a
hip replacement violated human rights guaranteed by the
province of Quebec. Either Quebec would have to shorten
waiting times or permit the procedure to be done privately.
Although the effect in Quebec itself has been quite limited,
the decision added force to a strong move throughout Canada,
particularly in British Columbia and Alberta, to permit the
marketing of private insurance and the delivery of care in for-
profit facilities by doctors working in both the public and pri-
vate systems. These facilities and doctors would be able to
bill medicare and add extra charges."

Why privatization is not the answer

Whether privatization would shorten waiting lists by creating
more facilities is arguable. What it would certainly do is change
who would be waiting. In the US, for example, well-insured
patients have a very short wait for a hip replacement, but the
46 million Americans without health insurance might wait for
the rest of their lives. As in all such parallel systems, privatiza-
tion would draw off resources — physicians and other assets
— from the public system.” Waiting lists would be shorter in
the private system, but they would almost
certainly grow longer in the public system.
Access would come to be more about
money than medical need, just as it is in
the US.

Moreover, it would not be a zero sum
game. Money diverted to the private sys-
tem would not buy the same health care
as it would in the public system. There
have been many studies comparing for-
profit and not-for-profit health care in the US. For-profit care
is nearly always more expensive and often of lower quality.*'®
Indeed, logic and common sense would suggest the same
conclusions even without the growing empirical evidence.
Unless we believe, without any evidence whatsoever, that for-
profit organizations have some secret of efficient operation
not known to the not-for-profits, it makes no sense to suppose
that, given the same payment system and the same patient
population, the for-profit organizations can provide similar
services while still extracting their profits and business costs
from the system. Neither does it make sense to imagine that
investor-owned businesses are charitable organizations that
wish to contribute their resources to the community. It is ob-
vious that their responsibilities to their investors require them
to take profits from the community. To do this, as many US
studies have shown, they skim off the profitable patients and
the profitable services, leaving the leftovers to the not-for-
profits.

I would urge Canadians not to be swayed by the siren song
of the privatizers. This is about profiteering as much as it is
about health care. The same businesses that have made an ex-
orbitantly expensive and unhealthy mess of the US system
stand ready to do the same in Canada. The problem with
Canadian medicare is not the system, it is the amount of
money put into it. The US problem is exactly the opposite. It
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