LETTERS

More research needed for
health systems infrastructure
funding

We read with great interest Teja and col-
leagues’ analysis of capital spending in
Canada’s public health care system.!
There has been insufficient research into
health sector capital financing, despite
its clear significance to health system
performance. We welcome this recent
contribution in this under-researched
area of health policy and health services
planning.

First, we are not in disagreement that
“capital investment has both varied more
and declined in recent years, suggesting
underinvestment and inequity in health
care capital.”* However, we have con-
cerns with the analysis and the evidence
presented to support the conclusions
made by the authors.

The authors claim that “removing the
capital gains tax on donations of real
estate or private company shares could
stimulate a substantial increase in char-
itable giving among Canadians, including
to charitable organizations raising money
for health care capital expenditures.” No
peer-reviewed literature is cited. We are
also not aware of any literature that sup-
ports the idea that public health care sys-
tems would be well served by relying
increasingly on charitable donations. On
the contrary, the evidence suggests that
the performance of publicly financed sys-
tems is most likely to benefit from public

— not private — finance.? It would seem,
then, that the remedy is to ensure consis-
tent public capital investment. One such
mechanism might be for the federal gov-
ernment to require consistent capital
spending plans from provincial govern-
ments in order to maintain eligibility for
federal transfer payments.

The authors present the idea that
provinces should consider “partnering
more frequently with agencies that have
expertise in capital funding.”! We
assume that the authors are referring
broadly to public-private partnership
models (P3s). However, the article does
not provide an empirical basis on which
to make this conclusion. The authors
acknowledge, based on the limited peer-
reviewed literature they cite, that P3s
have had mixed results.

More inclusive examination of the lit-
erature reveals that P3s are less cost effi-
cient for government, because of higher
private-sector financing costs and sub-
stantial “transaction costs” borne by gov-
ernment to initiate, negotiate and man-
age the P3 relationship over the life of the
contract.>* In Ontario, for example, the
Office of the Auditor General of Ontario’s
2014 review of 75 infrastructure projects
found the extensive use of short-term P3
construction financing has been $6.5 bil-
lion (or 14 times) more costly than public
borrowing. There is also evidence of com-
promised infection control when parts of
the hospital workforce, including cleaning
staff, are outsourced — a common prac-

tice with P3s.® This is significant in its own
right, but especially amid the coronavirus
disease 2019 pandemic.

We welcome further discussion, a sys-
tematic review of existing studies and
new research on this important topic.
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