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In the public debate over health care, the pri-
vate sector is usually understood as being
made up of companies looking to make a
profit. Around the world, however, the private
sector encompasses non-profit as well as for-
profit organizations. Non-profit organizations
reinvest any profits to make improvements
in the pursuit of their goals. They represent
another alternative to centralized, govern-
ment-controlled healthcare services.

NON-PROFITS IN CANADA AND EUROPE
There are a large number of non-profit
healthcare organizations and charities in
Canada. When it comes to hospitals, how-
ever, things get blurry. Indeed, most
Canadian hospitals are, at least on paper,
non-profit corporations with their own
boards.! Yet, they are so closely linked to gov-
ernments, including in terms of their funding
being conditional on standards set by the
government, that they are completely
dependent upon and controlled by the gov-
ernment for their everyday functioning. Not
being independent, they cannot be con-
sidered truly private non-profits.

This is why the OECD, in its international
healthcare statistics, considers all Canadian
hospitals to be public, stressing that they are
“controlled by government units.” It stipu-
lates that this applies to hospitals owned by
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non-government organizations, religious
groups, or lay voluntary groups.? Statistics
Canada uses a similar classification for non-
profit hospitals, considering them to be part
of the government sector.?

One measure of the presence of the non-
profit hospital sector in a given country is the
proportion of beds it accounts for. Whereas
in Canada this figure is zero, it is 14% in
France, 28% in Germany, and 100% in the
Netherlands (see Figure1).

These three European countries are of par-
ticular interest as each of them has things
Canada can learn from. According to the
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Commonwealth Fund health
care system rankings, each of
these countries outperforms
Canada when it comes to the
provision of care. While
Canada ranks 10t out of 11
systems studied in the overall
ranking, France, Germany
and the Netherlands rank 8th, 90%
5th and 2"9 respectively.4

Figure 1
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Because independent hospi-
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legal entities outside of the
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to different rules. While tech-
nically non-profit hospitals in Canada are
subject to all the same bureaucracy as the
government system, European non-profit
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respectively.

In Germany, while the government sets a
general framework and conditions for deliv-
ering medical care, organization and finan-
cing are the responsibility of more regional
associations. Many hospital policy decisions
are made at the state rather than the federal
level. The German Hospital Federation is an
organization that represents all German hos-
pitals, including non-profit ones, in health
policy matters that are agreed upon with the
insurer association and the medical doctors
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Source: OECDstats, Health, Health Care Resources, Hospital beds, consulted May 30, 2024.

chamber. It is in charge of decision-making
when it comes to hospital regulations, and
also ensures the quality of care provision
among its members.”> This decentralized
approach allows hospitals to have a bigger
say in health care policies and regulations,
ultimately giving them more control over
their daily operations.

Similarly, while the Fédération hospitaliere
de France represents all French government-
run hospitals in parliamentary debates, the
Fédération de I'Hospitalisation Privée repre-
sents private hospitals and clinics, while the
Fédération des Etablissements Hospitaliers
et d'Aide a la Personne represents non-prof-
its. The independence of non-profit hospi-
tals gives them substantial freedom when it
comes to self-governance and personnel
management. Unlike French government-
run hospitals that have to maintain uniform-
ity across the country, non-profit hospitals
are able to adapt their management to their
own reality, both when it comes to adminis-
tration and remuneration.” This freedom of
management and organization allows them
to better respond to the needs of their com-
munities. The ability to adapt also lets them



specialize, and be recognized for the quality
of care they provide.

In the Netherlands, national governmental
involvement is limited, and all hospitals are
non-profits.2 While the government plays an
important role in funding, regulating, and
overseeing health care, the operation of the
system itself is left in the hands of the private
sector, relying heavily on market mechan-
isms and competition between insurers and
providers.?

FUNDING METHODS

The second main difference is related to
funding methods. In Canada, the vast major-
ity of funding is through global government
budgets.!® Therefore, not only is hospital
financing mostly dependent on the govern-
ment (besides the role that hospitals’ foun-
dations may play), but financing is based on
previous years' financial needs. This encour-
ages less than optimal spending, as money
not spent could be cut from future global
budgets. It also makes every additional
patient that comes through the doors of a
hospital an additional burden on the hospi-
tal's budget, contributing to a rationing of
resources and long waiting lists. Perversely, a
well-run hospital with a good reputation will
be penalized by attracting a greater volume
of patients that it must treat on its fixed
budget.

In contrast, activity-based funding, by reward-
ing efficiency and service quality, changes
the incentive structures of health care facili-
ties, encouraging them to treat a greater
number of patients. While this funding
method is gradually being implemented in
Quebec, with 25% of hospital funding based
on activity, this is not yet the case in the rest
of Canada." It is widely used in Europe, how-
ever, including by non-profit hospitals.'?

In Germany, activity-based funding is used to
fund inpatient treatments, covering all services
and physician costs. Supplementary funding
can be provided for specialized and expen-
sive treatments.”® Activity-based funding
rates are based on statistical data and are
applied to all patients, regardless of insurance
provider or hospital type.'* Funding for
investments such as new buildings and
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equipment, however, is provided by the fed-
eral government.

France uses activity-based funding for all
hospital medical services, both inpatient and
outpatient.” Activity-based funding prices
are fixed and determined yearly by the min-
istry of health based on annual cost data.'® In
2024, financing is set to change to more of a
mixed system, with activity-based funding
for most standard activities, and mixed
financing for acute care.l”

Activity-based funding, by
rewarding efficiency and service

quality, changes the incentive
structures of health care facilities.

The Netherlands also uses a form of activity-
based funding for both outpatient and
inpatient care, although it is structured
slightly differently.”® While most activity-
based funding rates can be negotiated
between insurers and providers, 30% of them
are fixed on a national level by the Dutch
Health Care Authority. This particular method
is supposed to encourage even more compe-
tition between insurers, as well as between
health care providers for the other 70% of
activity-based funding rates.

PRIVATE INSURANCE

The third main difference concerns the insur-
ance landscape and the existence of private
co-payments. In Canada, all citizens are cov-
ered by their provinces' mandatory insurance
plans. While additional insurance can be
bought for health care services like dental
care, optometry, medications, and other aux-
iliary services, “necessary medical care” is
covered by the provincial insurance plans.!®
Duplicate insurance, which would allow
Canadians to get insurance for services
already covered by the provincial plans and
which patients could use to pay for care
received from private clinics, is banned in
multiple Canadian provinces.?° Medically
required care also has to be delivered free of
charge, with no co-payments, as these are
banned by the Canada Health Act, which
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further impedes the develop-
ment of an autonomous pri-
vate non-profit sector.?!

Figure 2

When hospital care is paid for
by insurers rather than by
global government budgets,
this increases the financial
autonomy of private non-
profit hospitals as they
receive funding directly
related to the care they pro-
vide, rather than predictions
of needs based on previous
years. Private insurance,
whether complementary,
duplicate, or global, also
allows for even better cover-
age and flexibility, both for
hospitals and for patients.

In Germany, people are cov-
ered by the basic govern-
ment insurance plan, but
those who are above a certain income
threshold, self-employed, or civil servants can
opt for typically more generous private insur-
ance plans.??2 While state governments cover
investments in infrastructure and equip-
ment, health insurance funds cover treat-
ment costs.2® Although most care is fully
covered, there are co-payments for some ser-
vices, such as hospitalization, prescription
drugs, and medical devices.?*

For non-profit hospitals to truly play
their beneficial role, government

control over hospitals’ activities
must be loosened.

In France, aside from some rare specific cases,
all citizens must adhere to the government
insurance program, which includes co-pay-
ments.?> They are, however, able to take out
additional voluntary health insurance, which
95% of the French population does. This can
cover or reduce co-payments, including for
hospitalization, as well as services like dental
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8% 38%
72% 62%

Proportion of non-profit establishments by

certification type in France (2021)
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(with mention of excellence)

@ Private non-profit
@ Frublic, for-profit, or other

Source: Haute Autorité de Santé, “Panorama de la qualité des établissements,” consulted June 21, 2024,
Author's calculations.

and vision care, which have minimal coverage
under the government plan.

In the Netherlands, all insurers are private
non-profit organizations. These insurers are
in charge of concluding agreements with
health care providers and hospitals, thus
encouraging competition between providers.
Private payments come mostly in the form of
deductibles, which can be negotiated to
change monthly premiums.?®

LOOSENING TOP-DOWN CONTROL
Non-profit hospitals tend to outperform their
government-run counterparts. For example,
in France, they represent 27.8% of all hospi-
tals certified without condition in 2021, but
38.3% of hospitals certified with a mention of
excellence by the Haute Autorité de Santé, the
government agency in charge of healthcare
organizations?’ (see Figure 2). Considering
that non-profit hospitals make up 28.8% of
total hospital centres in France, the quality of
the care provided by those hospitals is clear.
The Institut Mutualiste Montsouris, a French
non-profit hospital specialized in various ser-
ious and complex surgical services, is a good
illustration of that high quality of care, with

21 specialties ranked among the best in



France.?® Certified with mention of excel-
lence, it is known for being the best hospital
in France for prostate and lung cancers. This
is only one of the many non-profit hospitals
that provide top quality care to patients.

In order for non-profit hospitals to truly play
their beneficial role of alternative healthcare
providers in Canada, as they do in Europe,
government control over hospitals’ activities
must be loosened. Governmental bodies
should not micromanage non-profit hospitals,
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