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Study Design
Used multiple historical and contemporary data sources to examine:

(1) Trends in healthcare ownership in 3 categories: 
• Public
• Private: not-for-profit
• Private: for-profit

(2) Trends in public vs. private healthcare financing, with and   without adjustment for publicly-
sponsored private expenditures, e.g.:

• Tax exclusion on private health insurance
• Federal subsidies for ACA marketplace plans
• Private health insurance premiums of public employees
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Hospital Ownership, 1923-2020
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10 A. Gaffney, S. Woolhandler, and D.U. Himmelstein

Figure 2. Trends in Nonhospital Provider Supply by Ownership Type
Through 2020.
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Vertical dashed lines represent discontinuities in data source. The authors’ anal-
ysis of published data from multiple sources (detailed below and in Appendix
Note 1) as well as Medicare Provider of Service (M-POS) microdata, 1991–
2020. (A) 1939 facilities are nursing, convalescent, and rest homes; for-profit is
proprietary facilities; public is government facilities; not-for-profit is nonprofit
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Figure 3. Percent of Physicians Self-Employed and Employed by For-
Profit, Not-for-Profit, and Government Entities, 1994–2020.
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The authors’ analysis of Current Population Survey Basic Monthly survey
(1994-2020), averaged over each calendar year. See the Methods section
and Appendix Note 1 for details.

Overall Trends in Health Care Financing by
Public Sources

The public share of overall PHE (both with and without accounting
for subsidies to private insurance and expenditures) is presented in
Figure 4 (authors’ analysis of 1960–2020 National Health Expendi-
tures Accounts31 and 1929–1959 Social Security Administration health
spending estimates32 with adjustments as described in Appendix Note
2). The public share, including and excluding public subsidization of
private expenditures, rose from 9% in 1929 to more than a quarter in
1952. Subsequently, the two metrics of the public spending share pro-
gressively diverged. Without inclusion of public subsidies for private
expenditures, the public share fell steadily during the 1950s, a period of
rapid private insurance expansion, to 19% in 1965. However, the com-
prehensive public share (which classifies tax subsidies for ESI as pub-
lic spending) appears stable during this decade. Both metrics of the
public spending share rose sharply after the 1966 implementation of
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Public Share of Personal Healthcare Spending (PHC), 1929-
2020
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Conclusions

• US healthcare is an increasingly publicly financed yet investor-owned 
enterprise.

• High levels of existing publicly sponsored care could limit budgetary 
impact of a universal coverage expansion.

• Rising for-profit ownership may have adverse effects on care quality.
• Observed trends have been accompanied by soaring costs, administrative 

inefficiency, and stagnating health outcomes: re-assessment of financing 
and ownership of US healthcare is warranted.
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Cross-Market Mergers: Three Recent Studies 

• Lewis & Pflum (Rand Journal of Economics, 2017)

• Schmitt (American Economic Journal: Economic Policy, 2018)

• Dafny, Ho, & Lee (Rand Journal of Economics, 2019)

Econometric studies suggest that mergers across state lines are NOT likely to 
achieve higher prices in other states.

Why so?  Dealing with different insurers in those states è no multi-state contract 
and bargaining leverage
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Advocate Health’s Scale

• $27B healthcare system
• 6 states
• 67 hospitals over 1,000 sites of care
• 150,000 employees
• Serve 5.5M patients
• Makes it the 6th largest system in the US
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Advocate Health Rationale - - acc to Cain Brothers

Manifold Scale Advantages:
• Scale fixed costs of producing inpatient services
• Scale physician alignment
• Scale clinical capabilities
• Scale innovation
• Scale technology
• Scale access to capital
• Scale covered lives
• Scale in insurance risk
• Scale in partnerships with non-traditional players
• Scale in tackling health inequities
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Do hospital systems really serve 
underserved communities?
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2017               2018  2019       2020                 2021         2022

Advocate & Northshore
       (IL)              (IL)

Merger blocked by 
Federal Judge

Advocate & Aurora
         (IL)         (WI)

Complete merger

Northshore & 
Edward-Elmhurst

(IL)
Complete merger

Advocate Aurora Health
(IL & WI)

& Beaumont Health
(MI)

Merger opposed

Advocate Aurora Health
(IL & WI)

& Atrium Health
(NC, SC, GA, AL)
Complete merger 

Beaumont Health
(MI)

& Summa Health
(OH)

Merger scuttled

Beaumont Health &
(MI)

Spectrum Health
(MI)

Complete merger
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Grow
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Governance Problems

• Boards incentivize CEOs to grow their system’s size & financial performance
• CEO comp is tied to volume, growth, “heads in beds”
• CEO comp NOT tied to value, uncompensated care, cost containment
• Board service is often voluntary/unpaid
• Boards meet quarterly for < 3 hours
• < half of board meeting time devoted to deliberation/debate
• Boards are really peripheral monitors and/or advisors to CEOs
• “Boards only exist when they meet” 
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Thank you for listening 


