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MYTH NO. 8: COUNTRIES WITH SINGLE-PAYER 
NATIONAL HEALTH INSURANCE HOLD DOWN COSTS 

BY OPERATING MORE EFFICIENT HEALTH CARE SYSTEMS

Advocates of single-payer health insurance often point to the low level of
health care spending in countries with national health insurance as evidence
of efficient management. But cheap is not the same as efficient. By and large,
countries that have slowed the growth of health care spending have done so
by denying services, not by using resources more efficiently. In Britain, it is
not unusual to find a modern laboratory and an antiquated radiology depart-
ment in the same hospital. Nor is it unusual to find one hospital with a bed
shortage near another with a bed surplus. Excellence is random and is often
the result of the energy and enthusiasm of a few isolated individuals rather
than decisions by hospital management.

How much does it cost a hospital to perform an appendectomy? Outside
the United States, it is doubtful that any public hospital could provide the
answer. Nor do government-run hospitals typically keep records that
would allow anyone else to find out.1 In organizational skills and manage-
rial efficiency, the public hospitals of other countries lag far behind hospi-
tals in the United States. Nor is it easy for other countries to change course.
One reason is that health care is political. Health economist Alain Ent-
hoven has observed that because health care in Britain is so politicized, “it
is more difficult to close an unneeded [British] hospital than an unneeded
American military base.”2
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INEFFICIENCY IN BRITAIN

Britain has about 20 percent fewer inpatient hospital beds per capita than the
United States and about 44 percent fewer than the OECD median of 4.3 per
1,000 population.3 Partly due to this smaller capacity, it has experienced a
persistent shortage of hospital beds. In recent years, the shortage has become
critical. Britain also suffers from staffing shortages and is therefore unable to
utilize all available beds. Furthermore, beds are often utilized inappropriately.
For example, in 2000, 90 percent of hospital geriatric beds were occupied,
whereas only 60 percent of maternity beds were occupied. Had the 40 percent
of vacant maternity beds been converted to geriatric use, queues for hospital
admission would have been much shorter.4

On the other hand, long-term care patients who should be in nursing
homes, geriatric wards or at home are often found occupying acute care beds
in Britain, a practice known as “bed blocking.” As a result, many patients
must wait for admission and treatment because patients treated earlier are
waiting for discharge to an appropriate facility and thus “blocking” access to
a bed. Officials estimate that about 3.3 percent of beds are blocked at any
given time.5 And many public health officials think the actual number may be
far higher. Liam Fox, the Conservative party’s shadow health secretary in the
British parliament, has estimated that the true number of blocked beds is
closer to 15 percent.6

Nicola Sturgeon, a member of the Scottish parliament, reported that 10 per-
cent of acute care beds in Scotland are “occupied by geriatric patients need-
ing residential care.”7 A survey of a hospital in Coventry found that three-
fourths of patients occupying beds no longer needed acute care, but had
nowhere suitable to go.8 The problem is so severe that in an attempt to free
up more hospital beds for acute care patients, the Department of Health
launched a pilot project that sends patients to recover at bed-and-breakfast
inns in the countryside.9

The statistics on bed utilization indicate bed management in Britain is
highly inefficient. More than one million people are waiting for medical treat-
ment in British hospitals at any one time and an estimated 500,000 surgeries
were cancelled in the past five years due to the shortage of NHS hospital
beds.10 Yet close to 30,000 beds (16 percent of the total) are empty on any
given day.11 Add to that the number of beds filled with patients who do not
belong in a hospital at all and this implies that one out of every three NHS
hospital beds are unavailable for acute care patients!

Britain also experiences wide differences in the cost of services within the
NHS. Although in general real hospital costs for various procedures are diffi-
cult or impossible to determine, one study estimated that costs vary by as
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much as 58 percent between Britain’s most- and least-expensive hospitals.
For example12:

• The cost of a hip replacement varied from $2,616 to $9,264, a difference of
254 percent.

• The cost of a vasectomy ranged from $211 to over $1,427, a difference of
550 percent.

The cheapest hospital trust in England costs 30 percent below the national
average, while the most expensive had costs 60 percent above the average.13

INEFFICIENCY IN CANADA

In Canada a large percentage of acute care hospital beds also are used for pa-
tients who do not need acute care. The Manitoba Center for Health Policy
found that across the provinces from 7 percent to 51 percent of Canadian
adult admissions and from 27 percent to 59 percent of the days patients spent
in hospitals were for conditions that did not require acute care, although most
did need some form of supervised care.14 Among the findings,

• In Manitoba, 23 percent of the bed days spent by short-stay patients in acute
care hospitals were unnecessary.15

• In Winnipeg, Manitoba, 40 percent of the acute care beds were used by only
a few patients, each staying more than thirty days.16

Although the less efficient use of acute care beds generally is attributed to a
lack of other facilities, especially for patients needing long-term care, global
budgets create incentives to keep chronic patients in acute hospital beds. Hos-
pital managers find it less expensive when a bed is occupied by a long-term pa-
tient who needs mostly “hotel” services than when the bed is occupied by a pa-
tient who needs more costly treatment.17 The practice may also make life more
convenient for doctors, despite the social cost. Some physicians find it easier
and faster to arrange a diagnostic test like a CT scan or stress test for an inpa-
tient and easier to locate the results because they are on the patient’s chart.18

EFFICIENCY MEASURE: HOSPITAL LENGTH OF STAY

One widely used measure of hospital efficiency is average length of stay
(LOS).19 Hospital-related services are the largest component of health care
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costs in most countries.20 Thus, the inappropriate use of hospital facilities has
a significant impact on the efficiency of the health care system. It is an inef-
ficient use of resources to fill an acute care hospital bed with a patient await-
ing nonemergency care, or a geriatric patient awaiting transfer to a nonacute
facility, or simply because the hospital has not gotten around to discharging
that patient. This is especially true when there are lengthy waiting lists for
hospital admission. Generally, the more efficient the hospital, the more
quickly it will admit and discharge patients.21

By this standard, U.S. hospitals are ahead of their international counter-
parts (see figure 8.1).22 The average length of hospital stay in the United
States is 5.9 days compared to 6.2 days in Australia, 9.0 in the Netherlands
and 9.6 Germany. Whereas patients from other countries routinely convalesce
in a hospital, American patients are more likely to recover at home.
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COST COMPARISON: BRITAIN’S NHS VERSUS U.S. HMOS

A comparison of the NHS and Kaiser Permanente, a large U.S. HMO, con-
cluded that the per capita costs of the two systems were similar. However, the
analysis found that Kaiser provided its members with more comprehensive
and convenient primary care services and much more rapid access to special-
ists and hospital admissions. After adjustments for differences between coun-
tries, the NHS cost was calculated at $1,764 per capita compared to a Kaiser
cost of $1,951.23 However, Figure 8.2 shows the following:

• Kaiser had two and one-half times as many pediatricians, twice as many
obstetricians-gynecologists and three times as many cardiologists per en-
rollee as the NHS.

• After referral, waiting times to see a specialist were more than six times as
long in the NHS.

• For nonemergency hospital admission, 90 percent of Kaiser patients waited
less than three months; one-third of NHS patients waited more than five
months.

One of the most striking differences between the two health systems was
the length of stay. Kaiser had 270 acute care bed days per 1,000 population,
whereas NHS patients stayed in the hospital more than three times as long—
an average of 1,000 acute care bed days per 1,000 population.24 In summary,
the study found25

The widely held beliefs that the NHS is efficient and that poor performance in
certain areas is largely explained by underinvestment are not supported by this
analysis. Kaiser achieved better performance at roughly the same cost as the
NHS because of integration throughout the system, efficient management of
hospital use, the benefits of competition and greater investment in information
technology.

PRIVATE SOLUTIONS FOR THE PROBLEMS 
OF NATIONAL HEALTH INSURANCE

Several European countries with single-payer health care systems have discov-
ered the value of competition, albeit sometimes reluctantly. European Union
regulations that force reductions in taxes have driven some countries to exper-
iment with “internal markets” that introduce private health care providers into
the publicly financed system. One example is in Stockholm, the capital of Eu-
rope’s most heavily socialized welfare state. After first allowing competition by
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contractors for nonmedical services, the city’s Health Services Council began
privatizing all primary care in 1998 and sold St. Göran’s, one of Sweden’s
largest hospitals, to a private company in 1999. Most of the funding still comes
from the government, which is getting far more for its money than before. A
study of the privatization program found26

• The cost per consultation in private practices compared to public hospital
outpatient clinics ranges from 13 percent lower in general surgery, internal
medicine and dermatology to 17 percent lower among ear, nose and throat
specialists and 28 percent lower in ophthalmology.

• At St. Göran’s, costs for lab and X-ray services fell by 50 percent and over-
all costs by 30 percent.

• Private nursing home costs were 30 percent lower.
• On average, St. Göran’s now treats 100,000 more patients each year than it

did as a public hospital, while using fewer resources.

As a result of the experiment, the Health Services Council plans to turn
over operations of the seven remaining public acute care hospitals in Stock-
holm to private investors.
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