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Prognosis for ailing health-care system will
improve only with competition, transparency

When I began practicing medicine in
the 1970s, the United States offered
the best health care in the world. This
is arguably no longer the case.

Recent research confirms how far our
nation has fallen behind.

The 2006 annual report by the Or-
ganization for Economic Co-
operation and Development (OECD)
— a multinational organization that
tracks economic data from 30 major
and European nations — concluded
that the United States is no longer
even among the top-10 nations when
it comes to life expectancy and in-
fant-mortality rates. Our nation
ranked below average in life expec-
tancy and only four nations had
higher infant-mortality rates among
the 30 countries assessed by the
OECD report.

There is, however, one category in
which the United States is way up at
the top: the cost of health care.

According to the OECD, our nation
now spends 48 percent more per cap-
ita on health care than Norway, the
next-highest spending country. Also,
private insurance in the United States
is an expensive line item, comprising
about 35 percent of total health-care
spending — more than twice the per-
centage of total health-care expendi-
tures than the next-highest spending
country.

Some people blame the high cost of
health care on technology used in the
U.S system. But Japan, the country
with the longest life expectancy —
nearly 82 years — also has more CT
scanners per capita than any other
country in the world.

In 2002, Japan had more than seven
times as many CT scanners per capita
as the United States. Nearly one out
of every four Japanese receives a CT
scan each year. Despite this, Japan

spends 60 percent less per capita on
health care than the United States.

Along with the possibility that higher
costs will impact the availability of
quality care that Americans receive is
the likelihood of an increasingly
louder chorus demanding more gov-
ernment controls. But if you think
government provides the best solu-
tions to the U.S. health-care crisis,
consider the government-run system
in Canada, where the Fraser Institute
recently reported average wait times
of nearly eight weeks to see a special-
ist and an additional 10 weeks for ac-
tual treatment.

Besides, there is little difference be-
tween the quality — or cost — of health
care provided by big-business mo-
nopolies and that provided by big
government.

Many of our current health-care prob-
lems are the result of corporations’
obsession with pleasing stockholders

Continued on Reverse

By Dr. Kevin T. Kavanagh

Summary
(Total Word Count 756)

The condition of
America’s health-
care system is
worsening.
Without a strong
dose of
competition, this
‘patient’ has little
hope of recovery.

BLUEGRASS
INSTITUTE

FOR PUBLIC POLICY
SOLUTIONS


http://www.oecd.org/document/58/0,2340,en_2649_201185_1889402_1_1_1_1,00.html�
http://puck.sourceoecd.org/vl=12202551/cl=12/nw=1/rpsv/factbook/10-01-04.htm�
http://www.oecd.org/LongAbstract/0,2546,en_2649_201185_33820356_1_1_1_1,00.html�
http://www.oecd.org/LongAbstract/0,2546,en_2649_201185_33820356_1_1_1_1,00.html�
http://www.oecd.org/LongAbstract/0,2546,en_2649_201185_33820356_1_1_1_1,00.html�
http://www.oecd.org/LongAbstract/0,2546,en_2649_201185_33820356_1_1_1_1,00.html�
http://www.oecd.org/LongAbstract/0,2546,en_2649_201185_35029542_1_1_1_1,00.html�
http://lysander.sourceoecd.org/vl=8371670/cl=15/nw=1/rpsv/factbook/10-01-04.htm�
http://www.fraserinstitute.ca/shared/readmore.asp?sNav=pb&id=863�

BLUEGRASS
INSTITUTE

FOR PUBLIC POLICY
SOLUTIONS

“There is little
difference between
the quality — or cost —
of health care
provided by big-
business monopolies
and the care
provided by big
government.”

Contact Information:
Jim Waters
Director of Policy and
Communications
P.O. Box 51147
Bowling Green, KY 42102
Phone: 270-782-2140
Fax: 305-675-0220
www.bipps.org
jwaters@bipps.org

Permission to reprint
Perspective commentaries,
in whole or in part, is hereby
granted, provided the author
and his affiliations are cited.

Authors are available for
interviews by contacting the
Institute.

— even to the extent of increasing the
cost of care, while decreasing the
quality of care with policies such as
reducing the number of nurses avail-
able to serve patients. But govern-
ment has its own fixation with pleas-
ing special-interest groups, PACS and
lobbyists. And the larger the govern-
ment program, the more forceful the
outside influences.

Economies of scale are lost once mo-
nopolies — whether
corporate or gov-
ernment — start to
form and expand.

For instance, the
Institute for Health
and Socio-
Economic Policy
reports that relaxa-
tion of antitrust
regulations allow-
ing hospital systems
to merge has not
resulted in expected
cost savings. In-
stead, hospital chains that command
large market shares now report some
of the highest charges and profits in
the nation.

This trend is not likely to end anytime
soon, considering many health-care
facilities now choose to compete by
touting outrageously expensive and
flashy high-tech equipment in the me-
dia. The result has been a virtual U.S.
health-care arms race.

The Commonwealth Fund cites
higher prices as the major factor con-
tributing to increased U.S. health-care
costs. Yet in 2002, the United States
had fewer hospital beds, physicians,
nurses and CT scanners per capita
than the average OECD nation.

Such a system operates under a veil of
secrecy that shields meaningful quality
and price data from the consumer. After
all, if I needed open-heart surgery, I
would go to a facility with the lowest
infection rate and most nurses to care
for patients, rather than one with a top-
of-the-line CT scanner.

More consumers now have health sav-
ings accounts (HSAs) and are becom-
ing major purchasers of health care. As
they begin to directly come into contact
with astronomical health-care prices,
they will likely seek alternatives. That’s
why competition must be restored at all
levels of the health-care market — in-
cluding among hospitals, physicians
and insurance companies.

Effective competition means consumers
not only have choices, but also readily
available information regarding costs
and quality for the health care they
seek.

It is widely argued that the health-care
sector does not respond to economic
forces like other, more competitive in-
dustries. But what else can we expect
when government-enforced monopolies
all but assure customers will only walk
through certain doors ... and meaning-
ful price-and-quality information is hid-
den from unknowing consumers?

— Dr. Kevin T. Kavanagh is an ear,
nose and throat specialist in Somerset
and board chairman of Health Watch
USA. This op-ed is an edited version of
an article that appeared in the Lexing-
ton Herald-Leader on Jan. 2, 2007.

The Bluegrass Institute is an independent, nonpartisan association of writers, speakers

and thinkers from across Kentucky committed to analyzing state and local public policy,

and conveying alternatives that are more in concert with the founding ideas of America:
individual liberty, economic freedom, personal responsibility and a respect for others.
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