Competition doesn’t always reduce cost
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Most Texans, especially Texas businesspeople, are in favor of free markets and competition.
In health care, competition doesn’t always mean that the consumer gets a good deal.

When | worked in the San Fernando Valley of Los Angeles in the 1990s, a local hospital
installed the first MRI in the area.

Of course, it immediately began advertising itself as the most technologically advanced facility
in the city. Competitive pressure led other hospitals to quickly follow suit.

Within 2 years, there were eight MRIs in the valley.

Magnetic Resonance Imaging, although very expensive, was an undeniable boon for patients
undergoing spinal surgery.

It allowed surgeons to see where the nerves were located before operating, and reduced the
incidence of accidental partial paralysis to almost nothing overnight.

It was a great advance, but it costs millions to install an MRI, and there weren’t enough spine
surgeries in the area to justify eight of them.

The hospitals and device manufacturers began promoting an MRI as a recommended procedure
for all kinds of pre-surgery diagnosis.

Physicians became concerned that not ordering an MRI prior to operating on a knee or a shoulder
might leave them open to malpractice claims.

Soon all the MRI machines were fully utilized, and even more hospitals began installing them.

Tens of millions of dollars were added to the area’s health costs annually, much of it with
dubious or marginal benefit.

Competition fuels necessary innovation.

During that same time period, the Canadian Health Care System, where everyone across the
nation must get the exact same benefits, installed a half-dozen MRIs for the whole country.

They had a two-year waiting list for spine patients to get their pre-surgical imaging.

But competition also fuels a quest for additional revenues, and those often come at the expense
of efficiency.



A health care system that is funded by the general public (whether through taxes or insurance
premiums) can’t afford to build unnecessary capacity just so three hospital systems can all say,
“We have one too!”

San Antonio is past due to get a top quality children’s hospital.

Having three of them would hurt the level of care in the community by diverting resources from
other, more pressing health care needs.
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