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•ABSTRACT

"Assessment of the current perf~rmance of the

-Canadian health care system has led to concern aboi..l"t the'

capability of current 'treasury-type' management to control
, . . "

health care expenditures cfn(i"i~prove the.efficiency w'ith
"

which health care is delivered. This thesis blAlds .and
.

employs a·s~mulati?n model to illustrate one particular
\

variant of a,competitive market reform proposal and
, .

investigate its potential for controlling he'alth care (\

expenditures.

The baseline. model illustrates a simple formulation

of· competition'between two alternative practice styles

within ~ hypothetical ~ommunity, ~nder. the existing public
. ,

'health insurance plan. ~onsumers choose to obtain their

health care from either capitation reimbursed providers or
, ,

traditional fee-for-service providers on the basis, of an
I

enrollment charge. The enroll~ent charge reflects

dif~erences in the average per capita costs of providing

both ambulatory and hospital care to each se~tor's

respective po~ulation. The results of the simulation
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'provide ~ .Jirst

\
..t"

estimates of the potential

/

,

" ...

.' .
significance'of such a policy directipn in Canada., .~. .

.. ' The results indicate that the existence of the
.!

capitation modality and the addition of a consumer cho~ce

decision can generate significant co~~, ~avings. The"

present value ,"of esfimated 'savings' over a ten year per-iod

fo,r a community of 80,000 people range from 3 million to

"34 million dollars (in 1985 dol~ars) in the baseline model."

The 'be~t guess' set o~parameter va+ues yi~ds an estimate

.of approximately 31 million dollars ..
Extended versions' of the, ~baseline model, which..

include an alternative.re~mbursementarrangement for the

capit~tion modality and'increased competition between the

modalities, increase discounte~ savings in the 'best guess')

c~e to~pproximatelY 52~million dollars \for the single

Q~mmunity·•. Extrapolation 'of the results to -the-province of

Ontario yiel~s estimated savings of approximately 1680

million dollars (in 1985,dollars).
,

Extensive sen~itivity analyses on initial parameter

values show large var~ations in potential cost savings. In

particular, variations in initial market shares and the. .

initial hospital 'utiliz~tion rate differential between

s.ectors (a.p.d to a much lesser extent the enrollment

. ela~ticity) can cause large variations in the results.
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These and other i~sues identified in the design pf the

model provide an agenda for future theoretiqal and {

-empirical work on the ,subject of publicly financed.
•competition.
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