Rejecting Privatization:
Case Study Analysis of Local
Government Decision-Making
Anna A. Amirkhanyan
American University
Recent years were marked with a large number of privatization initiatives in the field of
nursing home care. The objective of this study is to understand the determinants and the
process of these initiatives using qualitative methodology. Four categories of antecedents
are hypothesized to influence governments’ divestment decisions: (1) financial motives, (2)
market failure, (3) government failure, and (4) institutional motives. Two case studies of
counties that formally considered but eventually rejected the privatization option are conducted using semi-structured interviews and document analysis. While organizational performance, financial considerations, and political pressures are significant, decision-making
is primarily determined by community needs, governments’ safety net role in the local market, and access to high-quality care. The cases demonstrate that government agencies not
only critically analyze various alternatives, but also valuate them using as their ultimate criterion the ability to ensure more enhanced and financially sustainable services for community residents.

R

ecent years were marked with a considerable number of local government divestments1
in the field of nursing home care. The Online Survey, Certification, and Reporting
(OSCAR) data indicates that 75 county-owned nursing homes have changed their ownership status to nonprofit or forprofit and 30 county-owned homes were terminated between
March 2000 and December 20032 (Amirkhanyan 2007). Considering the fact that 1.5 million Americans currently reside in nursing homes (Cubanski and Kline 2002), the majority
of which are forprofit and, generally, of inferior quality,3 this trend may have serious longterm implications for the chronic care supply available to the aging cohort of baby-boomers.
Among the many interesting questions raised by these reforms, is the question about the factors explaining these privatization initiatives. The main objective of this research is to understand the determinants and the process of privatization decisions in the field of nursing
home care through the means of qualitative analysis. While approaching the topic uncon- 163 -
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ventionally – by focusing on the government agencies that formally considered, but eventually rejected the privatization option – this study attends to decision-makers’ perceptions
of political, economic, and institutional forces driving their decisions.
This research is motivated by the need to examine the role of public providers of nursing home care in the face of impending demographic and fiscal challenges affecting the industry. Increasing longevity and decreasing fertility in the U.S. are expected to produce
substantial changes in the population age structure (Kinsella and Velkoff 2001). As kinship resources for unpaid care become more constrained and as the number of elderly people residing alone grows, more people may be facing the risk of institutionalization (Dwyer and Vogel
1994). Parallel to the increasing demand for chronic care, nursing home care expenditures in
the U.S. grew considerably during the last decade, representing the major spending category
within the Medicaid program4 (The AARP Public Policy Institute 1999; The Government Performance Project 2004). While federal and state governments have continued to pursue costcontainment strategies with respect to Medicare, Medicaid, and other programs (Pear 2006;
NYAHSA 2002a, 2002b, 2004; Korb et al. 2003; Ku and Broaddus 2003), nursing homes increasingly report losing money on operations (Dobson, DaVanzo, and Sen 2003; NYAHSA
2003; Young 2004). This trend can seriously undermine their ability to provide affordable and
high-quality long-term care (Cubanski and Kline, 2002). County-owned homes may be especially vulnerable to these fiscal pressures: in addition to having to find ways to operate facilities with declining reimbursement levels, in some states the county governments must also
cover a portion of the non-federal share of Medicaid reimbursement to other local facilities
(NYAHSA 2002a, 2003). Thus, many local governments face a choice between increasing the
taxpayers’ support and scaling down services. To date, many counties are reassessing their participation in the direct delivery of nursing home care through privatization (Amirkhanyan 2007).
The identification of the main factors that drive these reforms is the focus of this study.
The analysis presented in this study reinforces the argument about the complexity of
the privatization decision (Hefetz and Warner 2004; Heilman and Johnson 1991, 1992; Johnson and Heilman 1987; Ferris and Graddy 1986: 337; Boyne 1998). Various policy alternatives, political interests, and criteria gain significance at different stages of the decision-making
process. While financial considerations, organizational performance, and political interests play
a role, decision-makers are primarily guided by their perception of a county’s safety-net function, community needs, and access to high-quality care. For public managers interviewed in this
study, the value of enhanced and sustainable nursing home care available to community residents outweighs other considerations, especially in the absence of rigorous private markets.

Theoretical Framework
While being prevalent in the U.S. for many decades, privatization gained momentum upon
becoming a central feature of the New Federalism-era efforts to promote devolution and
small government (Heilman and Johnson 1991), and, later, during the National Performance
Review attempts to create results-oriented, customer-centered and efficient public sector
(Osborne and Gaebler 1992). The privatization promise rests on the wilsonian assumption
that public tasks can be performed more efficiently and effectively when they are freed from
politics and performed by the “neutral” private providers operating in free markets. Re- 164 -
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flecting the reduction in the role of government and increasing involvement of private entities in the administration of public tasks, privatization embraces a range of interorganizational arrangements, including contracting out and divestment (Savas 2000, Heilman and
Johnson 1992; Leavitt, and Morris 1999, 2007). While many privatization studies are concerned with the outcomes and the design of providers’ oversight, a small body of literature
focuses on the “make or buy” decisions. Some authors provide recommendations on various considerations that should be determining the decisions to privatize (Donahue 1989,
Savas 2000; Moe 1987; Cohen 2001); while others offer a descriptive account of such decisions (O’Toole and Meier 2004; Ferris and Graddy 1986; Ya Ni and Bretschneider 2007;
Morris 2007; Heilman and Johnson 1992; Amirkhanyan 2007).
Two main themes can be separated in this literature. First, researchers point to the
complexity of the privatization decision which is determined by the interplay of many factors, including a combination of government failure, market failure, and political interests
(Hefetz and Warner 2004; Johnson and Heilman 1987; Morris 2007). Little evidence has
consistently pointed to one specific determinant, and each predictor has traditionally had low
explanatory power (Boyne 1998; Heilman and Johnson 1991; Ferris and Graddy 1986). Furthermore, multiple goals, insufficient information, and uncertainty result in a decision process
that is not rational, but informal, unstructured, and discretionary (DeHoog 1984; Cooper
2002; Heilman and Johnson 1992). Second, in the decision-making process, governments’
capacity and the prominence of various determinants can change over time. At the onset of
the privatization movement authors were concerned with the instances of unwise privatization (Donahue 1989), exaggerated by political pressures and the lack of procedural support:
“They did not know or had not thought about what it was, how it worked,
what its advantages and pitfalls might be, who was able to do it, what was
needed to make it happen, how it related to other possible financing options, how it related to state law, or what strategies and policies they might
develop to regulate it. In other words, at the point privatization was introduced, in about 1983, state agencies were a blank slate with respect to it”
(Heilman and Johnson 1991: 53).

Entering the mature cycle of privatization reforms, today’s decision-makers appear
to be more “pragmatic” paying less attention to ideology and more attention to citizens’
needs and efficiency (Hefetz and Warner 2004, 2007; Brudney, Fernandez, Eungha Ryu,
and Wright 2005). In addition, rushed decisions, poor incentive and monitoring structures,
accountability concerns, providers’ inability to deal with hard-to-serve clients, and failure
to deliver the expected financial benefits have forced some governments to recapture the privatized services (Breaux, Duncan, Keller, Morris 2000, Froschauer 2005, Hefetz and Warner
2007; Heilman and Johnson 1992). The proportions of new contracting and contracting
back-in in the U.S. almost precisely flipped from 18 and 11 percent respectively in 1992,
to 12 and 18 percent in 1997 (Hefetz and Warner 2007). While these numbers do not show
the proportion of governments considering but rejecting privatization, earlier studies indicate that this number is nontrivial (Johnson and Heilman 1987).
- 165 -
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This study examines the determinants and the process of decision-making in the context of nursing home care. In this industry, divestment, conducted through termination of a
government-owned enterprise or change of ownership from public to nonprofit or forprofit,
has been the primary form of privatization. Using the consumption and excludability criteria5 (Savas 2000), the economic nature of nursing home care makes it an ideal candidate for
privatization, especially since local governments are under no legal mandate to provide
nursing home care. Divestment of nursing homes is also relieved of transaction costs traditionally associated with contracting out (Brown and Potoski 2003): upon divestment, counties do not engage in performance oversight and leave the task of monitoring service quality
to the state nursing home inspectors.
The first attempt to examine the determinants of nursing home divestments involved
analysis of national quantitative data to determine the effects of various fiscal, market-related,
performance-related, and institutional factors on the likelihood of divestment (Amirkhanyan
2007). The findings suggested that counties generally acted as “smart-sellers” by divesting
smaller facilities with lower occupancy and lower quality of the physical plant. Privatizations
were also more common in counties with competitive private markets, smaller elderly populations, and states where other privatizations were widespread (Amirkhanyan 2007).
Nonetheless, the study is subject to the problems associated with the use of secondary data
in the analysis of managerial decision-making: absence of direct measures and use of proxies to capture the effect of ideology, employee opposition, interest groups, general public,
neighboring counties, and the private industry. Building upon this research, the current study
attempts to develop a deeper understanding of the determinants and the context of privatization decisions and to help qualitatively validate the theoretical framework proposed by
Amirkhanyan (2007). Specially, four categories of antecedents are hypothesized to influence
local governments’ propensity to divest a nursing facility (see Figure 1).
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Fiscal Motives. While critical evaluations of privatization still force us to question
the economic benefits of private-sector provision (Boyne 1998; Sclar 2000; Wallin 1997),
economic incentives play an important role in the privatization decisions (Ya Ni and
Bretschneider 2007; Ferris and Graddy 1986; Hirsch 1995; Hefetz and Warner 2007; Johnson and Heilman 1987). Privatization is viewed as a way to solve fiscal problems and improve managerial efficiency and productivity (Greene 1996; Sclar 2000; Wessel 1995).
Empirical research examining economic determinants of various forms of privatization
shows mixed results. Boyne (1998), and Price and Riccucci (2005), find no evidence of the
relationship between financial stress and the likelihood of contracting. Other studies find that
revenue capacity and surpluses are in fact positively associated with privatization (as a way
to acquire non-core “extra” services when slack resources are available), while fiscal stress
prevents managers from privatizing by motivating higher standards for savings and more
rigid scrutiny (Brudney, Fernandez, Eungha Ryu, and Wright 2005; Hefetz and Warner
2004; O’Toole and Meier 2004; Ya Ni and Bretschneider 2007). Finally, some studies of
contracting determinants report observing a positive association between fiscal stress and
privatization (Savas 2000; DeHoog 1984).
As opposed to contracting, which may or may not generate economic benefits
through more efficient use of public funds, divestment promises immediate cost-savings.
Empirical studies focusing on divestment, mostly conducted abroad, report productivity
improvements, and increased profits in the privatized entities (Hinds 1995; Hodge 2000;
Moore 1998; Sampson 1995; Vacha 1995). For governments, divestment of nursing homes
is a way to eliminate operating expenses such as staffing, utilities, maintenance, pharmaceutical and other care-related costs and, in the case of a sale, a chance to collect revenues. It may also help resolve facilities’ financial problems resulting from decreased
occupancy or high Medicaid mix6. Thus, the decision to privatize a nursing facility may
be explained by the need to reduce county expenses and dispose of a costly and unprofitable enterprise.
Market Failure. The structure of the private market is another important condition
of effective privatization reforms (Cohen 2001; Donahue 1989; Hefetz and Warner 2004;
Sclar 2000). Availability of private providers can influence public managers’ perceptions of
the need for government’s presence in the market, the expectation of sufficient bargaining
power and the choice available to privatizing agencies (Ferris and Grady 1986; Ya Ni and
Bretschneider 2007). Empirical studies show that social service markets commonly lack
competition (Van Slyke 2003). The latter has been shown to produce less new contracting
and more contracting back-in (Hefetz and Warner 2004). The abundance of private supplies
may encourage governments to privatize their nursing homes, while small or concentrated
markets raise concerns about buyer availability and sale price, when divesting through sale,
and service accessibility, when divesting through termination. In addition to the number of
private providers, the public facility’s market share prior to privatization also reflects market’s ability to sustain the demand. Counties that operate facilities with high market share
are more likely to regard their role as significant and either refrain from privatization or
impose stricter criteria when selecting potential buyers.
While ensuring the general access to services is a major consideration, ability to
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achieve distributional goals can be just as important. Governments often target groups that
are politically “worthy”, while private entities find other ways to optimize service distribution (Ferris and Graddy 1986; Savas 2000). In cases when private sector is not willing to
serve the deserving groups, privatization can be counterproductive. On one hand, it can result in a loss of control over service content, delivery, and target groups (Ferris and Graddy
1986), and, eventually, have an impact on responsiveness, and democratic accountability
(Heilman and Johnson 1992; Cooper 2002; Gilmore and Jensen 1998). This has been shown
to result in intolerable conditions prompting reverse privatization (Breaux, Duncan, Keller,
& Morris 2000). On the other hand, obligating private providers to operate like a government eliminates the advantages of free markets (Morris 2007). While the proponents of privatization claim that that “privatization can be at least as compassionate as the welfare state”
(Savas, 2000: 4), empirical studies indicate that divestments can produce massive winners
and losers (Dilger, Moffer & Struyk 1997; Hodge 2000). Reviewing the evidence on divestment outcomes, Hodge maintains that “the social contours of inequality appear unfortunately to have been deepened by privatizations” (Hodge 2000: 227). When political and
managerial interests are in conflict, and the redistribution objective is valued more than efficiency, public provision may be preferred (Heilman and Johnson 1992).
These arguments are especially applicable to nursing home care. Public and private
nursing homes serve a variety of clients. Some pay out-of-pocket fees, or use private long
term care insurance benefits. The elderly undergoing short-term post-hospitalization treatment rely on Medicare, while impoverished clients, who often spend down their savings on
other long-term care options, receive services that are reimbursed by Medicaid. The latter
program pays less than a private insurances or Medicare. Hence, while private markets in
some communities may be abundant, the providers may still be reluctant to admit Medicaid
clients. In fact, private homes have the right to deny admission to residents if admitting
them will result in monetary losses. Not being able to control access for the Medicaid clients
upon divestment7, counties may have access-related concerns that would prevent them from
divesting the facility. Hence, in the communities where private homes serve a smaller share
of Medicaid recipients, governments address market failure by serving those who might
otherwise have limited access.
Government Failure. Proposing a framework for the privatization decisions, Cohen
(2001) suggests that one of the most important questions that must to be considered is
whether the government has the capacity to perform the task in-house. Government failure,
which refers to “potential shortcomings in the process and administration of government,”
can be used as a valid justification for privatization (Morris 2007). Public services can lack
responsiveness, efficiency or quality; they may also suffer from corruption, obsolete practices and products, oversupply and lack of need (Downs 1957, 1967; Niskanen 1971; Stigler
1971, Savas 2000). Some studies cite “better services” as a major reason for privatization
(DeHoog 1984). Nursing home divestment may be triggered by poor quality of care, which
has been shown to lower occupancy (Angelelli et al. 2003) and result in voluntary and involuntary termination (Castle 2005). While performance problems may be associated with
poor quality of care or administration, others can be due to poor conditions of the outdated
buildings constructed under different safety and sanitary guidelines. The need of costly ren- 168 -
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ovations might trigger the discussion of divestment before government chooses to invest
more money to sustain public operation.
Institutional Motives. Finally, divestment decisions may be influenced by a variety
of institutional pressures coming from internal and external political actors, private industry, employees, other county governments, and the general public. Decision-makers’ ideological preferences and values can be particularly important. Heilman and Johnson (1992:
82) provide an account of a privatization experience in Texas where, according to a manager, city officials “just feel like wastewater treatment is a basic public service and they
shouldn’t give it up.” Privatization decisions can be ideologically charged, being based on
certain assumptions about the role of government, spending considerations and political
tradeoffs between the priorities of efficiency, economy, equity, and redistribution (Cohen
2001; Donahue 1989; Heilman and Johnson 1992; Savas 2000; Sclar 2000). Being the central feature of both Reagan and Clinton-era reforms and used by political candidates across
both parties in the U.S., privatization hasn’t become a partisan issue (Heilman and Johnson
1992). However, the idea of privatization has traditionally been associated with the so-called
antigovernment or conservative ideology involving some mistrust towards government and
faith in free markets (Ballard and Warner 2000; Ya Ni and Bretschneider 2007). The antiprivatization perspective is the contrary outlook determined by officials’ concern that reduction of government services may affect service quality and access.
Findings pertaining to the effect of ideology on privatization decisions are unclear.
In some studies, the political climate emphasizing the decreasing role of government predicts privatization (Hefetz and Warner 2004). Other studies cite examples of privatization
promoted by conservative leadership and implemented in the individualistic-traditionalistic culture (Breaux, Duncan, Keller, and Morris, 2002). Three studies show no association
or mixed findings (Brudney, Fernandez, Eungha Ryu, and Wright 2005; Price and Riccucci
2005; Ya Ni and Bretschneider 2007). Ya Ni and Bretschneider comment on these findings:
“The discrepancy somehow reflects the controversy of contracting out both
as a method of reducing government size and for increasing private employment opportunities. The mixed finding blur the ideological discrepancy regarding contracting and reveals the rhetorical value of contracting as a
strategy used by both parties to win popular support” (Ya Ni and
Bretschneider 2007: 541)

The present study will explore the effect of political views on the likelihood of supporting the option of privatizing public nursing homes.
Institutional Motives. Several other factors in public organizations’ institutional environment can affect privatization decisions. First, private industry can and does influence
government spending decisions using various strategies (Donahue 1989). Nonprofit and
forprofit providers’ position on privatization may be mixed. On one hand, private nursing
homes may be threatened by the competition with public facilities. On the other hand, public and private providers may target different populations of clients, and hence, private
homes may value their public counterparts who relieve private industry of the least desired
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patients. This may be especially true in smaller markets with few providers and higher share
of Medicaid clients served by the public facility.
Second, privatization savings often come from reducing the number of employees in
overstaffed and inefficiently organized systems. Divestment through liquidation results in
the elimination of staff working in the privatized unit, while divestment through sale results in considerable changes in staffing unless special arrangements are made to preserve
the current employees (Lopez 1998; Kengor 1998). Privatization has also been found to
have distributional consequences particularly in terms of employee wages (Heilman and
Johnson 1992). Threatened by the prospects of staff reduction, public workers can attempt
to defend their rights by exerting political pressures to prevent privatization, organizing
boycotts and strikes, as well as by bribing and blackmailing the primary decision-makers
(Donahue 1989, Savas 2000). Other sources of political influence include client interest
groups and the general public who may be concerned with the possible effect of divestment
on availability of care in their communities.
Finally, past experiences with similar decisions in the neighboring counties can inform and sway decision-makers’ perceptions of the viability of certain options. A county operating in a state where other counties have divested their facilities will be more likely to
consider and eventually adopt this alternative, than a county in a state where no divestments
took place. The mechanism for such influence may involve coercive isomorphism (resulting from political influences in the institutional environment), mimetic isomorphism (arising from an intention to copy other entities), and normative isomorphism (affected by
professional norms) (DiMaggio and Powell 1991).

Methods
I use a multiple case study design preferred when “why” and “how” questions are asked to
reveal the richness of the context (Yin 1984). Two case studies were conducted in two New
York State (NYS) counties. Upon developing a theory, the research proceeded to (a) selecting cases, (b) designing data collection protocol, (c) collecting data, and (d) writing individual case reports and drawing cross-case conclusions. Three primary case selection
criteria were used. First, counties had to be located in NYS for easier access to the interviewees, as well as for keeping constant the state-level factors. Second, county governments had to own and operate a nursing home at the time of data collection. Third, the
counties had to formally8 explore the divestment option, but choose to reject it. Descriptive
statistics on both cases are presented in the next section. Semi-structured9 interviews with
open-ended questions, commonly employed in other studies of privatization (Heilman and
Johnson 1991), were used as a primary data collection strategy, supplemented by documentation from various sources10. The primary contact persons in the two counties (referred
henceforth, as County A and County B), were asked to identify up to five persons who were
part of the county-based decision-making body that directly considered the privatization
option and made a decision. The 23-question interview guide (shown in Appendix A) incorporates several broad questions asking the respondents to describe the decision-making
process, explain when, why and how the issue of privatization was raised and how it was
eventually resolved (Questions 3, 8, 9, 21, and 23). Additional open-ended questions were
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used to reveal the significance of various determinants of the privatization decision discussed in the theory section. Table 1 links Figure 1 and the instrument shown in Appendix
A by indicating which questions were used to examine the significance of each determinant. As the table indicates, in addition to the interviews, the primary contact persons were
asked for a copy or a temporary access to various documentation produced during the decision-making process. In County A, respondents demonstrated and reviewed the internal
reports pertaining to the facility and the county, as well as various reports generated by consultants hired to assist in the process. I also used the elaborate web site of the nursing facility in County A for additional documentation. County B provided copies of all meeting
minutes and a final report produced by the task force designated to examine the privatization issue. Respondents provided further clarifications on the documentation. Furthermore,
information on other nursing homes in the county, facility, and client characteristics, were
obtained by the publicly available Nursing Home Compare database11.

Findings
State-wide context. Privatization decisions are rarely made in a vacuum: they are influenced by the history of the field and experiences in their environment. This section will
begin with a discussion of the broader context of the two cases analyzed below. In the late
1700s, almshouses were the first prototypes of nursing homes established when communities first took responsibility for their indigent and elderly residents (Pepper 1982). As the
heath care system developed, some states legislatively reaffirmed their ownership of such
poorhouses serving both the domiciliary and medical needs of patients. In 1824, NYS passed
The County Poorhouse Act calling to erect at least one poorhouse in each county (Trattner
1999). These facilities were the sole providers of institutional care until the 20th century,
when the federal government’s willingness to finance chronic care became an incentive for
private providers to enter the market (Pepper 1982). At the time of this study, fifty out of
six hundred fifty-six nursing homes in NYS were publicly owned. Thirty-nine of these
homes were county-owned (Nursing Home Compare, n.d.)12. All providers operate under
Certificate of Need/Construction Moratorium, and counties in the state are required to pay
the local portion of Medicaid expenditures.
The option of nursing home privatization has been under consideration by NYS counties for almost a decade. In 1999, Ballard, Sherper, and Warner (1999), found that one fourth
of all surveyed counties in NYS were considering at least one form of external restructuring of their nursing home. Similar to other fields (Johnson, and Heilman 1987), the field of
nursing home care lacks a national policy to guide local government privatization decisions. Thus, it is what Johnson and Heilman (1987) would call a fluid context of policy implementation in which local governments have much flexibility. Ample media reports
illuminate the uncertainty, multiple decision options, tradeoffs and changing conditions
faced by the county decision-makers (Kengor 1998; Strauss 2004; Prohaska 2005; Terreri
2005; Genovese 2004). Below, are three recent examples that provide context for the decisions-making in two counties analyzed in this study13.
The decision-making process in Niagara County, NY, is a good illustration of challenges relevant to this study (Prohaska 2005). For many years, the county used over $2 mil- 171 -
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lion of surpluses from operating the Mount View home in order to balance the general
budget and avoid tax increases. The facility has been renovated, but the employees were paid
relatively high salaries. Gradually, the Mount View home experienced increasing inadequacy of Medicaid reimbursement and the unwillingness of its 205 employees to consider
concessions on their salary and benefits. The union’s claim was that high salaries accounted
for excellent quality inspection results. After years of “bitter wrangling,” the county solicited bids twice over the period of two years, but received one bid which was not pursued.
Currently, additional construction and improvements in the amount of $13 million are being
considered. The option of termination is still viable, despite its costs ($5 million) and the
burden of relocating 140 patients.
Deliberations on selling, closing or renovating county homes can be quite contentious. In Montgomery County, NY, the employee association actively protested the sale
of Montgomery Meadows. Similar to Mount View, employees contend that access will diminish, quality will be compromised, and costs will eventually increase as a result of the
sale. While, the county Board of Supervisors voted to sell the facility, the employee groups
claim that the labor union was not allowed to make its case, and that a legal action would
be taken (Strauss, 2004).
The proposal to privatize the Foley Nursing Facility in Suffolk County has also been
met with stiff opposition (Pirraglia, 2006). In 2006, the facility has been operating at a
deficit of approximately $11.9 million. While the county executive supported privatization
in light of financial looses, county legislators claimed that privatization was not something
they would personally support. If privatized, the nursing home “becomes a forprofit [establishment], and that’s when poor people go out the window,” argued former legislator of
Suffolk County, John Foley, adding “[w]hy should the poor be the first ones hit because
someone wants to make a reputation for himself as a cost-cutter?” (Pirraglia 2006).
Cross-case introduction. In 2002, County A and County B had similar population
size (64,721 and 61,934), income per capita ($23,512 and $23,240) and poverty rates (10.0
and 11.9 percent). County A operates a 268-bed nursing facility. Two other smaller forprofit nursing homes operate in the county. In County B, a 174-bed public facility operates
along with one nonprofit and one forprofit nursing home. In both counties, public homes
have a significant market share (75 % in County A, and 45 % in County B). Three in-depth
interviews were conducted in County A with the Director of Long-Term Care, County Administrator and the Chairman of the Board of the Legislature. The interviewees provided
temporary access to several extensive reports generated during the decision-making process.
In addition, the county maintains a separate web site devoted to the county’s nursing facility, used as a secondary source of data for this study. In County B, I interviewed the Planning Director, County Clerk, the Director of the Office for the Aging, and two members of
the Board of Legislature. The county also provided minutes from all meetings of the task
force charged with the decision to restructure the facility and the final report presented to
the legislature. As mentioned in the methodology section, both counties considered and rejected the option of divestment, choosing internal restructuring (i.e., construction of new facilities). Counties A and B were governed by a board of representatives and a board of
supervisors which included both conservative and liberal members.14
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County A case study report. In County A, creation of the nursing facility dates back
to 1824, after the NYS legislation established county-owned poor farms. In 1826, County
A began operating a poor farm serving individuals suffering from alcoholism, mental illness
and frailty. In response to the growth of elderly population, the county constructed a new
3-building structure and created an infirmary staffed with trained medical personnel to tend
to the infirmed. It was subsequently expanded and renovated in the 1960s, 1970s, and 1980s.
The capacity peaked at 340 beds in the late nineties, but was downsized to 268 beds. In the
absence of nongovernmental operators for almost 150 years, the county home’s role was to
be the sole provider of nursing care for the indigent and other county residents. Before the
establishment of Medicaid and Medicare programs in 1965, the county covered 100 percent
of the local care costs. Afterwards, the county continued to care for the vulnerable clients,
serving most of the Medicaid residents in the county. In recent years, the share of Medicaid
residents has been around 80 percent.
In the late 1990s, similar to its private counterparts, the facility experienced declining
occupancy, and aggressively competed for admissions. Its marketing activities, however,
were hampered by a critical newspaper editorial which claimed that, being a non-taxable operation, the county was “pushing the envelope” by competing with proprietary providers.
Consumer expectations have also changed significantly: rather than looking for a place to die,
clients were interested in a long-term home. A new nursing home administrator, experienced
in managing proprietary homes, was hired and pursued the image of a progressive facility by
actively expanding services, changing the staffing mix, and reforming the admissions process.
Pointing out the differences between county home and proprietary facilities in County
A, respondents argued that, being located in a small rural community, the county had a certain sense of ownership operating a nursing home in a smaller community, where most people view the facility as a community asset. The non-governmental facilities are smaller, serve
fewer acute care patients, and, importantly, have a lower proportion of Medicaid patients.
The chronology of the decision-making process. The issue of restructuring in
County A was formally raised at least twice. In the early 1990s, mainly due to growing operating and fiscal concerns, based on the recommendation of a consulting group, the county
released an RFP to sell the facility. Two proposals were received and rejected by the board:
they were not regarded “financially sound” to ensure viable operation of the nursing home
in the future, including provision of continuous employment for the workforce and access
for the Medicaid residents.
In 1995, the issue of restructuring was revisited. In particular, decision-makers questioned if they should be in the nursing home business. Among the reasons for these questions were declining occupancy, worsening financial performance (e.g., inefficiency of
service provision in two separate buildings), and obsolescence of the physical plant (i.e.,
multiple maintenance problems and associated worker’s compensation incidents due to injuries). These issues were brought to the attention of the county board, which authorized an
engineering study. At the same time, a Steering Committee15 was appointed to oversee the
process. The committee monitored several feasibility studies conducted by various consulting firms. The first engineering study concluded that if the county decided to continue
public provision of services, a new construction, rather than a renovation was in order. Next,
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the Committee commissioned a second study of various restructuring options including (1)
downsizing the facility, particularly eliminating one of the two buildings and renovating
the other facility (2) building a new facility, (3) selling the facility, and (4) terminating it.
The committee also examined service utilization projections, construction costs, and similar experiences in other counties. The findings predicted a growing need for long-term services, including institutional and community-based care. The county also conducted citizen
focus groups and mailed surveys to community organizations and residents.
In 1999, the county released an RFP to explore the possibility of sale. Local forprofit
homes and hospitals were contacted, but it was determined that no entity in the county had
the financial capacity to “fully” pick up the county service. After the 20 months of research
involving external architects, engineers, CPAs, planners and other consultants, the committee recommended retention of public ownership, consolidation of the two buildings into one
and the construction of a new facility. The proposal was approved by the county board of legislature and later, by the state officials. The decision-makers chose the so-called “neighborhood model” design which allowed enhanced opportunities for resident socialization and
staff monitoring. The construction process began in 2003 and was completed in 2006.
Determinants of rejecting divestment. Market-failure considerations played a major
role in the decision-making process in county A. Respondents argued that the major reason
for abandoning the sale was the absence of qualified16 buyers and the fact that the private
providers operating in the county were unable to fully take over the county operation. The
option of closing the facility was eliminated early on, because of the nursing home’s significant market share. The residents would have to seek care in other counties, which would
result in a reduction of familial involvement in the post-institutionalization period. The
unmet need could also overburden the local home health care program. In addition, the
county home is an important employer in the community, and divestment would result in a
loss of local jobs. All respondents were concerned that in the case of divestment the responsibility for providing care would eventually revert back to the government. The county
administrator noted that the management was willing to make an investment to have some
control over chronic care in the community. Importantly, rather than focusing on access to
care for Medicaid recipients, decision-makers were concerned with access for the general
population. Analysis presented in internal reports corroborates this interest.
Respondents argued that financial concerns played a role in the early stages of the
process, but were not the primary force in their decision-making. The facility had operating losses of $1.5 million in 1999 and doubled the loss in 2000. Increased fiscal pressures
were expected in the future “in the face of inadequate Medicaid reimbursement and lost
IGT revenues.” However, the county had non-operating revenues from the Intergovernmental Transfer Program17, as well as from the interest earned by the fund balance accumulated during the years of surplus. Respondents noted that their facility performed “as
well as any public facility could perform.” While not breaking even, the county home allowed the local residents to receive care in the communities. Reiterating the market-failure
concerns, respondents also noted that the county had “little choice”, being the largest
provider in the community. The county’s overall financial stability was cited as a necessary
(but not sufficient) condition for the final decision.
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Government performance and specifically, the quality of nursing care was a significant factor in the decision-making process. Respondents reported excellent performance
outcomes identified during the last state inspection: the county homes had no citations implying actual harm18. While choosing between the privatization, termination, and reconstruction, respondents prioritized the opportunity to significantly improve the access to
high-quality care by creating a contemporary, technologically enhanced environment that
would minimize boredom and isolation.
Respondents in county A noted that partisan politics and ideological preferences did
not matter in the decision-making process. One of them argued that the members of both parties on the board of legislature “used common sense and understood the costs and the needs
of the community, and based their final decision strictly on that.” Another respondent agreed
that, like any decision which needs to get the approval of an elected body, this decision was
inherently political, and often triggered passionate discourse about board members’ positions
on the issue. However, he argued that all decision-makers shared a consensus that “something needed to be done”, and due to the ample number of studies and good communication
between the board and the administration, the process was not perceived as politicized or
ideologically motivated.
County documentation and respondent interviews indicate that many institutional
players were involved in the decision-making. Local hospitals, physicians, clergy, and citizen groups were interviewed, and their opinions were actively sought. The county held
three community meetings and mailed out the “Letter for the Community from the County
Board of Supervisors,” also posted on the facility web site. Accompanied by a detailed history of the county home, service overviews, and a question-and-answer section, the letter
explained the county’s decision options and directed residents to the web site to explore the
characteristics of the proposed new facility design. While facility residents and their families were not surveyed separately, they were made aware of the process. After the decision
was made, the county received and documented positive feedback from the community
members and nursing home residents. Interviewees did not actively involve any professional associations in the decision-making process: The NY Association for Homes and
Services for the Aging and The NYS Association of Counties were aware of the process and,
reportedly, “saw it as progressive,” but did not take part in the decision.
Employee opposition was not cited as a decisive factor in county A. While the mission of the facility historically included employment for community residents, decisionmakers pointed out that they could not be concerned about employment more than service
quality or financial viability. “We are employers but only because we need to achieve our
mission,” one respondent said. In fact, the county’s final decision involved some reduction
of the facility staff. Respondents uniformly noted that employees were “informed about” or
made “aware of” the county’s decision, but no evidence of organized opposition was found.
The county documentation and interviews indicated that the decision-makers had
thoroughly reviewed similar experiences in other counties. Nonetheless, the decision was
made despite, rather than due to other experiences. One respondent noted that many counties chose the “privatization” model or the status quo without looking at the long-term consequences. He named private consultants who consistently recommended divestment, and
- 175 -

Journal of Public Management & Social Policy

Fall 2009

discussed the examples of other counties that had privatized but continued bearing substantial financial responsibilities. One respondent suggested that County A’s experience
must be a model for other counties.
Most other factors in Figure 1 were not perceived as important. Thus, respondents reported no private industry influence. They also appeared to be less influenced by access to
care for the indigent clients, as opposed to the access for the general population. Overall,
County A appeared to be optimistic about its final decision. The pride that the county takes
in the newly constructed home is obvious from the county’s web site. In 2004 and 2005, the
title page of the county’s web site depicted the design of the new facility and directed the
visitors to a live web cam of the construction, a virtual tour of the new rooms, multiple
progress photos, and other materials.
County B case study report. The contemporary nursing home in County B was built
in 1956 to replace an old poor farm operating in the community for many decades. Further
renovations and new constructions took place in 1972 and 1983. In 1998, the committee
charged with the restructuring research began its research by developing the mission statement: the facility was established for the benefit of county residents and provide in a fiscally
responsible manner the best possible care to the residents regardless of race, religion, color,
national origin, marital status, sex, age, sexual preference and infirmity. Interview respondents stressed an additional aspect of their mission. One respondent noted: “[p]eople still
refer to our nursing home as a poor farm. I still don’t believe there is a competition for the
type of patients that we serve. I don’t want to refer to other homes as cherry-pickers, but
most homes certainly take the most affluent. We take people who can’t afford private
homes.” “We are the last-resort type of a nursing home, and we are proud of it,” added another respondent.
The chronology of the decision-making process. In 1994, the old facility building
had significant regulatory violations, including 4 beds in one room, inadequate toilets, corridor congestion, heating and ventilation problems, and lack of wheelchair accessible units.
The legislative board raised the question of county’s role in service delivery and authorized creation of a review committee to examine the available options. The work of the committee is documented in meeting minutes from 18 meetings held for over a year, as well as
in a report outlining the committee’s findings, analysis, and recommendations. Similar to
county A, the committee studied the facility performance, invited specialists to provide estimates for various scenarios, forecasted the community long-term care needs’ and analyzed
the corresponding availability of community resources. It was determined that while the
demand would continue to grow, the county had a lower bed-to-population ratio compared
to its neighbors. Several alternatives were proposed: (1) do nothing, (2) privatization of the
existing facility, (3) renovation of the existing facility, (4) construction and public operation
of the nursing home, (5) construction and privatization.
The final report used a rational policy analysis scheme: it defined the problem, proposed the evaluation criteria, outlined the options and presented a grid with each option
evaluated with respect to each criterion. The “do nothing” alternative was infeasible due to
the condition of the physical plant. The privatization alternative promised savings, but required significant management capacity associated with the difficulty of findings buyers,
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and ensuring that availability of care for the Medicaid groups in a privatized facility is not
compromised. Finally, decreased access for Medicaid residents could have financial consequences by creating a backlog of Medicaid residents in county hospitals. Under NYS law,
County B shares Medicaid expenditures with the state, and its share of hospital costs for
Medicaid recipients is higher than that in a nursing home. Thus, the county might have to
pay $75,000 more due to Medicaid recipients’ reduced access to nursing care. Further study
determined that the renovation option would cost less than a new construction, but would
leave a lot of regulatory violations unsolved. Finally, the committee considered the option
of constructing a new facility and privatizing it, which would ensure access to high quality
care with no operational burden for the county.
The committee’s report, presented to the legislature in 1995, recommended construction of a new facility and its immediate privatization conditional on the new owner’s
ability to ensure access to Medicaid clients, sustainability for current residents, and continuous employment for the staff. The committee argued that privatization was “the quickest
and the cleanest way” of getting the best return on the funds. In 1998, upon deliberation the
legislators rejected the committee’s recommendation and decided to construct a new facility but maintain county-ownership.
Decision Determinants. Interviewees describing the board’s refusal to approve the
committee’s recommendation argued that personal ideological preferences played a crucial
role in the decision-making process. Thus, some legislators adamantly rejected the privatization option, no matter how good the conditions were. Describing these legislators’ party
affiliation, one respondent claimed that it was “almost a role reversal”: while Democrats
supported privatization to a nonprofit provider, Republicans, who eventually prevailed,
were proud of county’s nursing care capacity and resented gaining a bad reputation for not
sustaining their obligation to the communities’ seniors. These concerns were motivated by
the perceived inability of private markets to absorb the county clientele due to their low capacity, and the county’s current scale of service provision. Thus, county homes’ safety-net
role and market-failure considerations were not only important, but were also moderated by
respondents’ ideological preferences. One respondent claimed that those who may have
been interested in purchasing the facility simply did not believe that the board was serious
about privatization and, hence, did not bother to respond to the RFP. Reportedly, the many
elderly board members were concerned about their own long-term care options in the community and made its opposition to privatization clear to the public.
The documents and the interviews pointed to the role of the employees’ opposition.
Facility staff was actively involved in the legislative meetings. Working overtime, providing care for their friends, neighbors, and other community residents, employees claimed
that a private institution would be unable to provide the same level of care. Referring to the
union involvement, one respondent noted: “They were smart, you know. They framed it as
a quality of care issue.” Another respondent claimed that while the union pressure was evident, he thought, “they didn’t even need to carry it out. The board was really not serious
about it [privatization – A.A.].” Remarkably, while acknowledging union involvement, one
respondent denied the political nature of decision-making. She argued that the process was
“humanistic” and quite “technical.” The concern about the public needs, and the “safety-net”
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rationale (particularly, a consideration that the nursing home served most of the county’s
Medicaid residents) was stressed by all respondents.
Respondents agreed that the impending fiscal pressures (including increasing health
care expenditures, competition, and phase-out of the Intergovernmental Transfer Program)
was one of the two reasons the issue of privatization was originally raised. Nonetheless, as
one respondent noted, “fiscal considerations were never the major determinant of our decision.” The nursing home has been financially stable for many years. Similar to County A,
County B was in good financial standing and, if necessary, was willing to subsidize19 the facility. “It didn’t matter whether we were in the black or in the red,” one respondent said.
While all respondents argued that the quality of care delivered in their home was
“quite good” or “excellent,” they agreed that the idea of constructing a new neighborhoodmodel facility was attractive for its ability to further improve residents’ living conditions and
quality of life. Concern about the past inspection results, which highlighted the shortcomings of the old buildings, was paramount in triggering the reforms. Most other factors shown
in Figure 1 were insignificant or played a minor role. Respondents in County B denied any
involvement of private providers in the decision-making process. Documentation indicates
the committee’s awareness of other divestments in the state: a manager from a neighboring
county has been invited to discuss his experience with nursing home privatization, and the
review committee visited the counties that had undergone privatization and consulted with
them. Facility residents and the general public gave some feedback on their expectations and
desires, but respondents were not certain that their involvement played any role in the final
stages of the decision-making process.

Discussion
The objective of this paper is to examine the determinants, the process, and the context of
nursing home divestment decisions made by county governments. The findings show striking similarities in approaches used in the two counties intensified by their similar size, the
size of their long-term care markets, as well as the common historical, regulatory, and fiscal context. Both counties are located in NYS, where local governments have traditionally
played prominent roles in nursing home care as well as other non-mandatory social services. It is also no surprise that both counties considered privatizing their facilities around the
same time: both governments share a long history of running facilities which originated as
poor farms and needed renovations to meet the regulatory guidelines. Both counties had
witnessed debates on privatization in neighboring counties. Finally, both counties showed
dedication to well-documented research including, a thorough analysis of trends in supply
and demand and the use of external professional advice.
Several factors appear to determine the decisions in these counties. First, considerations related to market failure and unmet community needs appeared to be of primary importance. Privatization research reviewed earlier indicated that the need for services and
the risks of dealing with private providers could influence governments’ choice (Johnson
and Heilman 1987). Often, public agencies recognize that privatization is likely to create additional pathologies (Morris 2007). Decision-makers in the examined cases were fully aware
of these considerations. Their concerns were rooted in the lack of private market capacity
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to fully pick up the county service in the face of increasing long-term care demand, the lack
of eligible buyers, and the associated concerns about access to care for the general and,
specifically, the Medicaid population (more evident in County B than in County A). Both
counties were dominant providers with a significant market share in the community.
Whether it was due to the fear that private homes would not be able to meet the growing demand, or due to the ideologically motivated skepticism towards the long term benefits of privatization, both counties were willing to maintain control over service delivery. While
service to the low-income groups was carefully considered, the access to contemporary and
high-quality services for the general population determined counties’ decisions to stay in the
nursing home business. Decision-makers perceived their facilities as important community
assets and expressed their commitment to subsidize public care in the future.
Government-failure considerations were quite pronounced, but more complex than
originally presumed. Both homes performed well, and there was no evidence of counties attempting to divest themselves of an enterprise with operating performance concerns. However, the building conditions motivated the privatization inquiry. While acknowledging the
capacity to deliver excellent care, both counties admitted the inadequacy of the current
buildings and were not willing to continue to provide substandard services, even if that
meant investing more money in reconstruction. The promise of the new “neighborhood
model” design and its perceived benefits explained both counties’ willingness to invest in
the costly reconstruction projects.
The role of fiscal considerations was a necessary but insufficient condition in county
decision-making. Both counties were in good financial standing which gave them the opportunity to consider variety of options. At the same time, decision-makers shared anxiety
related to possible fiscal pressures associated with continued operation of the facilities.
They have engaged in a thorough analysis of fiscal consequences of different options and
evaluated fiscal capacities of prospective buyers. While doing their best to be prudent, respondents repeatedly indicated that monetary considerations weren’t the first priority: they
were willing to make investments to stay in control of chronic care in their communities.
In both counties, nursing home care was certainly considered a worthy or a symbolic good
(Starr 1987; Hebdon and Gunn 1995; Savas 2000).
The importance of ideology was mixed across two cases. Decision-makers’ ideological outlooks and party affiliation played an unusual role in one county: conservative
decision-makers were more likely to share anti-privatization views and managed to effectively oppose the privatization option. Conservatives’ opposition towards privatization may
have been determined by the dedication to community residents, as well as by the general
distrust towards “reinventing the government” reforms articulated by the Clinton-Gore administration. In the second county, political and ideological preferences did not seem to
play a major role.
Analysis provided little evidence of other institutional pressures to privatize. Decision-makers in both counties argued that their final decisions were not affected by the private industry pressures. On the contrary, counties were seeking private partners, but few
appeared to be interested or fit the established criteria. While both counties communicated
with various constituencies on the issue of restructuring, there is not enough evidence that
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community input was significant, or that these activities were not carried out to build political support. County A kept its employees and residents “informed” about the process,
while in County B, it is unclear whether employees’ concerns articulated to the board indeed
played a significant role, or whether they served as a justification for dismissing the privatization option. Had the likelihood of privatization been articulated to the stakeholders as a
viable option, the community and employee feedback could have been stronger. Finally,
the findings indicate that decision-makers made their decisions independently of experiences in the neighboring counties. Interviews and document analysis unequivocally indicate
that county officials critically approached similar experiences by collecting data and surveying other decision-makers. They did not, however, rush into solutions pursued by their
neighbors and were eager to point out the distinctiveness of their approaches.
Limitations. Several limitations of this analysis can be pointed out. The sample examined in this study did not include the sites that considered and in fact pursued privatization. Incorporating these sites would allow us to conduct comparative analysis and
determine if the findings were similar across two groups. This line of inquiry ought to be
pursued in the future empirical research on privatization decisions.
Both case studies are limited to two NYS counties which restricts the generalizability of the findings. A common data collection protocol with the consent form and a standard
interview guide were used to increase study reliability. The findings may apply more readily to states with a significant number of counties with unionized workforce and a shared
perception of government’s safety-net role, delivering public nursing home care in the context of limited private markets. The future replications of this study in other states and counties may help enhance reliability and external validity of this study. While this paper has
been under review, the author has been contacted by the nursing home administrator who
considered privatizing the Nathaniel Witherell municipal home in Greenwich, CT and
sought relevant research on nursing home privatizations. Currently, Greenwich is renovating the old home and planning a $40-million construction of a new in-patient rehabilitation
facility. This evidence suggests that our findings can be applicable to other states.
Clearly, high incidence of privatizations, cited in the earlier national study of nursing home privatizations (Amirkhanyan 2007), and multiple other media accounts suggest
that restructuring decisions are becoming more prevalent. A recent New York Times article
(Duhigg 2007) indicates that, since 2000, over 1,200 nursing homes of different ownership
status have been purchased nationwide by large private investment groups, which may compromise quality and use complex corporate structures to dissuade consumer lawsuits in
cases of neglect. While research on world-wide nursing home privatizations is limited, reforms are prevalent in other countries, including U.K., Australia, and Israel (Stevenson
2000; Wynne n.d.). The problem of comparing these trends lies in the difference between
legal frameworks, definitions, scale, technology, financing and the baseline availability of
public nursing home care (Day and Klein, 1987).
Generalizability concerns may also be determined by the limited number of interviews. However, according to the interviewees in both counties, the number of decisionmakers directly involved in the restructuring process was small to begin with. In county A,
potential subjects contacted by the author referred her to three primary decision-makers
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who were most knowledgeable and played central role in the decision-making process and
who were interviewed in this study. In addition to the interview data, this study relied on
document analysis and retrieved information from the Nursing Home Compare web site.
Other privatization studies relied on limited number of interviews for similar reasons (e.g.,
only a few persons in charge were able and willing to address the matter with outside interviews, and personnel turnover was significant and limited the number of qualified subjects) (Heilman and Johnson 1991).

Conclusion
The findings of this research suggest important implications for practitioners and scholars concerned with the issue of privatization. This study confirms the main findings presented in
Amirkhanyan (2007): while organizational performance, financial constraints, and political pressures are important, decisions are ultimately driven by the perceptions of unmet needs and government’s safety net role in the “failing” local markets. The cases demonstrate that the counties
not only thoroughly and critically analyzed various decision options, but also valuated them
using the benefits of the enhanced and sustainable service available to the community residents
as the decisive guideline for their decision. Importantly, while some privatization theorists argue
that it is critical to resist bias in assumptions while making the privatization decisions (Cohen
2001), this study show that this may be hard to achieve. Decision-makers’ value-systems, their
assumptions of government responsibility in addressing market failure, and willingness to make
financial investments to maintain control and reduce risk, were inseparable from more pragmatic considerations of financial prudence and political optimization.
Supporting the evidence in the past empirical studies (Breaux, Duncan, Keller, Morris 2000; Johnson and Heilman, 1987; Heilman and Johnson 1992; Morris 2007, DeHoog
1984; Cooper 2002;), this research provides an illustration of the complexity of the privatization decisions that raise the fundamental public administration question of boundaries in
public service provision (Kettl 2003, 2006). What begins as a rational schema of policymaking (e.g., “what options do we have and what criteria should we consider?”) may turn
into a political or ideological process where individual preferences and political interests of
employee groups may effectively override other decision-making criteria. Some determining factors may merely trigger the decision-making process – such as operational difficulties
and impending financial losses – but become less significant at the end. While some studies
find that the decision to privatize is conceptually separate from the choice of providers (Ferris and Graddy 1986), cases considered in this study indicate that both questions are asked
and explored in tandem. In addition, while past empirical research describes cases of haphazard decisions and early choices (Breaux, Duncan, Keller, and Morris 2000, 2002), in the
present cases the counties take time to evaluate various options and criteria, and hence the
process is longer and more elaborate. However, confirming the findings by Heilman and
Johnson (1991) and DeHoog (1984), this study indicates that 20 years after privatization
emerged as a central feature of the New Federalism era reforms, governments still lack objective decision schema or procedures to guide their inquiry about the status of state-owned
enterprises. The process is, indeed, reflexive and informal (Heilman and Johnson 1991).
Practitioners embarking upon the restructuring task should be ready to question their
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involvement in service provision and be mindful of possible organizational conflicts and turbulence. They should also acknowledge the complexity of decision-making and take into consideration various structural, cultural, political and analytical frames of analysis. Managers
who disregard political aspects of decision-making (e.g., legislators’ opposition towards privatization) and who invest their staff time and resources in cost-benefit analysis or other rational decision-making schema, may face conflicts and staff frustration. Decision-makers
should specifically be aware of possible opposition of the union and be mindful of party-line
differences in openness towards these decisions. Practitioners should also be aware of the existing frameworks of decision-making: while not providing the standard operating procedures
for this process, they offer useful questions that can help guide the inquiry (Cohen 2001). Finally, managers should consider a wider scope of reform options, including franchises, grants,
vouchers, contracting, intergovernmental agreement (Morris 1999), as well as governmental
and quasi-governmental arrangements, such as public authorities (Leavitt, and Morris, 2004).
Several recommendations for the privatization research can be made based on this study.
First, this research reinforces the need to study organizational decision-making that results in
internal restructuring, service enhancement, status quo, or reverse privatization. Such instances
may be as prevalent as external privatizations. Second, this study underscores the importance
of qualitative research methodology while studying complex organizational decisions. Interviews and document analysis may be more effective tools for revealing the richness and the
complexity that would not be captured in a more structured quantitative study. Finally, this research reinforced the existing proposition that public service mission, community needs and
context, as well as political considerations are significant, and hence, researchers should employ multiple frames of analysis while examining the privatization decisions. Approaches focusing exclusively on financial or service-quality aspects of privatization are too narrow.

Anna A. Amirkhanyan is an assistant professor of public administration at American
University, where she teaches and conducts research in the fields of organizational theory,
public and nonprofit management, and research methodology. She received her PhD from
the Maxwell School of Citizenship and Public Affairs at Syracuse University. Her research
has been published in numerous journals, including Public Administration Review, Journal
of Public Administration Research and Theory, and Journal of Policy Analysis and Management. She can be contacted at amirkhan@american.edu.

References
Amirkhanyan, A. (2007). The smart-seller challenge: The determinants of privatizing public
nursing homes. Journal of Public Administration Research and Theory, 17 (3), 501-527.
Amirkhanyan, A., Kim, J., and Lambright, K. (Forthcoming). Does the public sector outperform the nonprofit and forprofit sectors? Evidence from a national panel study on
nursing home quality and access. Journal of Policy Analysis and Management, 27(2).
Angelelli, Joseph, Vincent Mor, Orna Intrator, Zhanlian Feng, & Jacqueline Zinn. (2003).
“Oversight of nursing homes: Pruning the tree or just spotting bad apples?” The
Gerontologist 43: 67–75.
Ballard, Michael J., & Mildred E. Warner (2000). Taking the High Road. Local Government
- 182 -

Amirkhanyan

Rejecting Privatization: Case Study Analysis of Local Government Decision-Making

Restructuring and the Quest for Quality. Department of City and Regional Planning,
Distributed by the American Federation of State, Municipal and County Employees,
(AFSCME) Fall 2000.
Ballard, Michael, Kevin Sherper, & Mildred Warner. (1999). Options for county nursing
homes in New York State. Report presented to the County Nursing Facilities of New
York State and the Civil Service Employees Association, May 1999. Ithaca, NY: Department of City and Regional Planning, Cornell University.
Boyne, George A (1998). The Determinants of variations in local Service Contracting:
Garbage in, Garbage Out? Urban Affairs Review 34 (1): 150-63.
Breaux, David A., Duncan, Christopher M., Keller, C. Denise, & Morris, John C. (2002).
Welfare Reform, Mississippi Style: Temporary Assistance for Needy Families and the
Search for Accountability. Public Administration Review, 62 (1), 92-103(12).
Breaux, David A., Duncan, Christopher M., Keller, C. Denise, & Morris, John C. (2000).
To Privatization and Back: Welfare Reform Implementation in Mississippi" pp. 4356; In Liebschutz, Sarah, F. (ed.) Managing Welfare Reform in Five States: The Challenge of Devolution. Brookings Institution, Dept 029, Washington, D.C.
Brown, Trevor L., & Matthew Potoski (2003). Managing Contract Performance: A Transaction Costs Approach. Journal of Policy Analysis and Management 22 (2), 275-297.
Brudney, Jeffrey L., Sergio Fernandez, Jay Eungha Ryu, & Deil S. Wright (2005). Exploring and Explaining Contracting Out: Patterns among the American States. The Journal of Public Administration Research and Theory, Vol. 15 (3), 393-419.
Castle, Nicholas G. 2005. “Nursing home closures and quality of care.” Medical Care Research and Review 62(1):111–32.
Center for Government Research, Inc. (1997). “What should be done with county nursing
facilities in New York State.” http://www.cgr.org/Articles/?id=143 (accessed May
05, 2004).
Cohen, Stephen. (2001). A strategic framework for devolving responsibility and functions
from government to the private sector. Public Administration Review 61 (4): 432–40.
Coleman, Barbara, and Natalie Graves. (1999).“Trends in Medicaid long-term care spending.” The AARP Public Policy Institute.
Cooper, Phillip J. (2002). Governing by Contract: Challenges and Opportunities for Public Managers. CQ press, Washington DC.
Coughlin, T.A., & Liska, D. (1998). Changing state and federal payment policies for Medicaid disproportionate-share hospitals. Health Affairs, 17, 118-136.
Cubanski, Juliette, and Janet Kline. (2002). “In pursuit of long-term care: Ensuring access,
coverage, quality.” Issue brief. The Commonwealth Fund.
http://www.cmwf.org/usr_doc/cubanski_inpursuit.pdf (accessed August 17, 2006).
Day, Patricia, & Rudolf Klein (1985). The Regulation of Nursing Homes: A Comparative
Perspective. The Milbank Quarterly, 65 (3), 303-347.
DeHoog, Ruth Hoogland (1984). Contracting Out for Human Services: Economic, Political,
and Organizational Perspectives. State University of New York Press: Albany, NY.
Dilger, Jay R., Randolph R. Moffer, and Linda Struyk.(1997). Privatization of Municipal
Services in America’s Largest Cities. Public Administration Review 57(1): 21-26.
- 183 -

Journal of Public Management & Social Policy

Fall 2009

DiMaggio, Paul J., and Walter W. Powell. (1991). The iron cage revisited: Institutional isomorphism and collective rationality. In The new institutionalism in organizational
analysis, eds. Paul J. DiMaggio and Walter W. Powell, 63–83. Chicago: The University of Chicago Press.
Dobson, Allan, Joan DaVanzo, and Namrata Sen, N. (2003). “Update to payer-specific financial analysis of nursing facilities.” Prepared for American Health Care Association/Alliance for Quality Nursing Home Care. The Lewin Group. http://www.
ahca.org/research/new_snf_hydraulic_update.pdf (accessed August 17, 2006).
Donahue, John D. (1989). The privatization decision: Public ends, private means. New
York: Basic Books.
Downs, Anthony. (1957). An economic theory of democracy. New York: Harper.
–––––.1967. Inside Bureaucracy. Boston: Little, Brown.
Dwyer, Robert, and W. Bruce Vogel. (1994). “Area of residence and the risk of institutionalization.” Journals of Gerontology 49:75-84.
Ferris, James, & Elizabeth Graddy. (1986). Contracting out: For What? With Whom? Public Administration Review, 46 (4), 332-344.
Froschauer, Karl. (2005). Ontario’s Niagara Falls, 1887-1929: Reversing the Privatization
of Hydro. Journal of Canadian Studies 39(3): 60-84.
Genovese, Mark. (2004). “Financial picture worsens at Westchester Med.” New York State
Nurses Association Report. http://www.nysna.org/departments/communications/publications/report/2004/feb/westchester.htm (accessed July 06, 2004).
Gilmour, Robert, S., & Jensen, Laura S. (1998). Reinventing Government Accountability:
Public Functions, Privatization, and the Meaning of “State Action.” Public Administration Review, 58 (3), 247-257.
Greene, Jeffrey (1996). “How much privatization: A research note examining the use of privatization by cities in 1982 ad 1992.” Policy Studies Journal 24:632-640.
Harrington, C., Woolhandler, S., Mullan, J., Carrillo, H., & Himmelstein, D.U. (2001). Does
investor ownership of nursing homes compromise the quality of care? American
Journal of Public Health, 91(9), 1452-1455.
Harrington, C., Zimmerman, D., Karon, S.L., Robinson, J., & Beutel, P. (2000). Nursing
home staffing and its relationship to deficiencies. Journals of Gerontology: Social
Sciences 55B(5), S278-S287.
Hebdon, Robert, and Hazel D. Gunn. (1995). “The costs and benefits of privatization at the local
level in New York State.” Community Development Report. Ithaca, NY: Community and
Rural Development Institute, Cornell University. http://www.cardi.cornell.edu/local_government/community_governance/000244.php (accessed August 17, 2006).
Hefetz, Amir and Mildred Warner. (2004). “Privatization and its reverse: Explaining the
dynamics of the government contracting process.” Forthcoming in the Journal of
Public Administration Research and Theory.
Hefetz, Amir, & Mildred Warner (2007). Beyond the Market versus Planning Dichotomy:
Understanding Privatization and its Reverse in US Cities. Local Government Studies, 33 (4), 555-572.
Heilman, John G., & Johnson Gerald W. (1991). How State Regulatory Agencies Address
- 184 -

Amirkhanyan

Rejecting Privatization: Case Study Analysis of Local Government Decision-Making

Privatization: the Case of Wastewater Treatment. (pp.49 – 68). Evaluation and Privatization: Cases in Waste Management. (ed. ) John G. Heilman. Jossey-Bass Inc.,
Publishers, San Francisco.
–––––. (1992). The Politics and Economics of Privatization. The case of Wastewater Treatment. The University of Alabama Press. Tuscaloosa and London.
Hinds, Basil. (1995). Privatizing Telecommunications in Guyana. In Management for Privatization, edited by Joseph Prokopenko, 185 – 205. International Labor Organization: Geneva. Management Development Series No.32.
Hirsch, Werner, Z (1995). Factors Important in Local Government Privatization Decisions.
Urban Affairs Quarterly 31(2), 226-243.
Hodge, G. A. (2000). Privatization: An International Review of Performance. Boulder:
Westview Press.
Johnson, Gerald, W., & Heilman, John, G. (1987). Metapolicy Transition and Policy Implementation: New Federalism and Privatization. Public Administration Review
(Nov./Dec.), 468-478.
Kengor, Paul. (1998). “Privatization of Mercer County living center is symbol of county’s
changes.” The Sharon Herald, May 23, 2003.
Kettl, Donald, F. (2003). Managing Boundaries in American Administration: The Collaboration Imperative. Public Administration Review, Special Issue (December), 10-19.
–––––. (2006). The Transformation of Governance: Globalization, Devolution, and the Role
of Government. Public Administration Review, 60(6), 488-497.
Kinsella, Kevin, and Victoria A. Velkoff. (2001). “An aging world: 2001. U.S. Census Bureau, series P95/01–1.” U.S. Government Printing Office http://www.census.
gov/prod/2001pubs/p95-01-1.pdf (accessed May 27, 2006).
Korb, Jodi, Nelda McCall, Stanley Moore, and Andrew Petersons. (2003). “Utilization of
home health services before and after The Balanced Budget Act of 1997: What were
the initial effects?” Health Services Research 31:85-106.
Ku, Leighton and Matthew Broaddus. (2003). “Why are states' Medicaid expenditures rising?” Center on Budget and Policy Priorities April 05, 2004.
Leavitt, William, M., & Morris, John C. (2004). In search for Middle ground: The public
authority as an alternative to privatization. Public Works Management and Policy,
9(2), 154-163.
Leavitt, William, M., & Morris, John, C. (2007). Public Works Service Arrangements in
the 21st Century. The Multiple-Sector Partnership as an Alternative to Privatization.
Public Works Management and Policy, 12 (1), 325-330.
Lopez, Steven H. (1998). “Nursing home privatization: What is the human cost?” Harrisburg, PA: Keystone Research Center.
Mead, Laurence M. (2004). State political culture and welfare reform. In The Policy Studies Journal 32(2), 271-96.
Moe, Ronald C. (1987). Exploring the Limits of Privatization. Public Administration Review
47, 453-60
Moore, Adrian T., ed. (1998). Privatization 98: 12th Annual report on privatization. Los Angeles, CA: Reason Public Policy Institute.
- 185 -

Journal of Public Management & Social Policy

Fall 2009

Morris, John C. (2007). Government and Market Pathologies of Privatization: The Case of
Prison Privatization. Politics & Policy, 35 (2) 318-341.
–––––. (1999). Defining Privatization. A Response to Dominy. Public Works Management
and Policy, 4 (2), 152-155.
New York Association of Homes and Services for the Aging. (2002). “The worst year yet for
not-forprofit and public nursing home finances.” Public Policy Series February, 2003.
New York Association of Homes and Services for the Aging. (2002a). “Sounding the alarm:
New York’s nursing homes in financial crisis.” New York State Association of Homes
and Services for the Aging Public Policy Series May 1, 2005.
New York Association of Homes and Services for the Aging. (2002b). “The worst year yet for
not-forprofit and public nursing home finances.” Public Policy Series February, 2003.
New York Association of Homes and Services for the Aging. (2003). “Medicaid payments
to New York’s nursing homes: Fact vs. Fiction.” Retrieved April 15, 2004 from the
web site: http://www.nyahsa.org/documents/pdf_files/MedicaidRate.pdf
New York Association of Homes and Services for the Aging. (2004). “County Nursing Facilities of New York Issue Brief: Public nursing home unfairly hit by the proposed
budget cuts.” March 25, 2004.
Niskanen, William A. (1971). Bureaucracy and representative government. Chicago: Aldine-Altherton.
Nursing Home Compare (n.d.). U.S. Department of Health and Human Services. Retrieved
April 23, 2007 from the web site: www.medicare.gov/NHCompare/home.asp
O'Neill, C., Harrington, C., Kitchener, M., & Saliba, D. (2003). Quality of care in nursing
homes: An analysis of relationships among profit, quality, and ownership. Medical
Care, 41(12), 1318-1330.
Osborne, D. & T. Gaebler (1992). Reinventing Government: How the Entrepreneurial Spirits is Transforming the Public Sector. Plume, U.S.A.
O'Toole, Laurence J Jr, & Kenneth J Meier. (2004). Parkinson's Law and the New Public
Management? Contracting Determinants and Service-Quality Consequences in Public Education. Public Administration Review. Washington: May/Jun, Vol. 64, Iss. 3;
p. 342-353.
Pear, Robert. (2006). “Planned Medicaid Cuts Cause Rift With States.” The New York Times,
August, 2006.
Pepper, N.H. (1982). Fundamentals of care of the aging, disabled, and handicapped in the
nursing home. Springfield, IL: Charles C Thomas Publisher.
Pirraglia, Michelle. (2006). “Is County Planning To Privatize John J. Foley Nursing Facility?” June 21, 2006.
Price, Byron, E, and Norma M. Riccucci (2005). "Exploring the Determinants of Decisions
to Privatize State Prisons." American Review of Public Administration 20 (1), 223-235.
Prohaska, Thomas J. (2005). “County nursing home. Mount View’s future in doubt. Use of
nursing home surplus income came with a price.” News Niagara Bureau, February 20.
Sampson, Cezley I. (1995). Privatizing Banking Services in Jamaica. In Management for
Privatization, edited by Joseph Prokopenko, 207-231. International Labor Organization: Geneva. Management Development Series No.32.
- 186 -

Amirkhanyan

Rejecting Privatization: Case Study Analysis of Local Government Decision-Making

Savas, Emanuel S. (2000). Privatization and public-private partnerships. New York:
Chatham House Publishers.
Schwartz, S. Gehshan, S. Weil, A., & Lam, A. (2006). Moving beyond the tug of war: Improving Medicaid fiscal integrity. National Academic for State Health Policy. Retrieved April 23, 2003 from http://www.nashp.org/Files/Medicaid_Fiscal_
Integrity.pdf.
Sclar, E. (1997). The privatization of public service: Lessons from case studies. Washington, D.C: Economic Policy Institute.
Sclar, Elliott. (2000). You don't always get what you pay for: The economics of privatization. Ithaca, NY: Cornell University Press.
Starr, Paul. (1987). The limits of privatization. Washington, D.C.: Economic Policy Institute.
Stevenson, Karen (2000). Institute Proposes Privatization of Israel's Nursing Homes. Elder
Web Online Publication. Accessed December 08, 2007 on the web site: www.elderweb.com/home/node/991.
Stigler, George J. (1971). The theory of economic regulation. The RAND Journal of Economics 2 (1): 3–21.
Strauss, Danielle. (2004). “Officials want answers regarding decision.” Mohawk Valley,
August.
Terreri, Jill. (2005). “Mount View sale going.” Lockport Union – Sun & Journal, February.
The Government Performance Project. (2004). “A case of neglect.” Governing, February.
Trattner, Walter. (1999). From poor law to welfare state. A history of social welfare in America. New York, NY: The Free Press.
Vacha, S. (1995). Privatization in Three Large Manufacturing Companies in the Czech Republic and Slovakia. In Management for Privatization, edited by Joseph Prokopenko,
51-84 Geneva: International Labor Organization. Management Development Series
No.32.
Warner, Mildred. (n.d.) “The Privatization Debate: Proponents and Opponents.” Retrieved
May 01, 2004 from the web site http://government.cce.cornell.edu/?Privatization
Wessel, Robert H. (1995). “Privatization in the United States.” Business Economics
30(4):45–50.
Wynne, Michael (n.d.) Moran Health Care. The Nursing Home Empire. Corporate Medicine
Web Site. Accessed December 08, 2007 from: www.uow.edu.au/arts/sts/bmartin/dissent/documents/health/moran_nurshm.html
Ya Ni, Anna, and Stuart Bretschneider (2007) The Decision to Contract Out: A Study of
Contracting for E-Government Services in State Governments. Public Administration Review, 67 (3), 531–544.
Yin, Robert. (2003). Case study research: Design and methods. Sage Publications, Inc.
Third Edition.
Young, C. (2004). “Health, Medicaid, and Aging: New York State Association for Homes
and Services for the Aging.” Public hearing testimony submitted to Senate Finance
Committee. Document ID: 14502401.
- 187 -

Journal of Public Management & Social Policy

Fall 2009

Note: The interviews were semi-structured: the interviewer followed the order of the questions, but permitted respondents to deviate from the subject and to ask clarifying questions.

Appendix A. Interview Guide
Thank you for participating in this study. Let me reiterate again that you should feel
free to say “Don’t know” or withdraw from answering a particular question or all questions
at any time. Let’s proceed to the questions.
1. First, I would like to ask you a few questions about the history of _______ (name
of nursing facility (NONF)). Please, tell me when did this facility begin operating as a
county-owned nursing home?
2. I would like you to describe the role that _________ (NONF) played in this community at the time it was first opened. Please, tell me what was the mission of _______
(NONF) at the time it was first opened?
Probe: Was _______ (NONF) any different from an average nongovernmental nursing home (if any) at the time?
If yes, ask: In what way?
Probe: Did this nursing home serve a larger proportion of financially disadvantaged
individuals in comparison to an average non-governmental facility during the first years of
operation?
Probe: Can you please describe the long-term care (LTC) system in this county at the
- 188 -

Amirkhanyan

Rejecting Privatization: Case Study Analysis of Local Government Decision-Making

time when _______ (NONF) began operating? By LTC system I mean a range of providers
of chronic care (e.g., nursing home care, home health care, hospice care, respite care, etc.)
in this county.
Probe: Who were the major providers of LTC in this county?
Probe: Approximately how many other nursing homes were operating in this county?
3. As you know we are here to discuss recent restructuring or reorganization of
_______ (NONF). I was advised by your colleague that during the past several years
_______ (name of the county (NOC)) County has considered several restructuring options
for _______ (NONF) and has made a decision to pursue one particular option. Let’s begin
by talking about how this process began. Please, tell me when the issue of restructuring
_______ (NONF) was first raised and how it was raised.
4. You talked about the LTC system in this community at the time the home was originally opened. In your opinion how had the LTC market changed by the time the issue of
restructuring was recently raised?
Probe: Who were the major providers of LTC in this county?
Probe: Would you say there was a lot of market competition among nursing homes
in this county at the time the issue of restructuring was raised?
5. At the time when the issue of restructuring _______ (NONF) was raised was its
mission and its role in this community any different from an average nonprofit or forprofit
nursing home?
Probe: Did _______ (NONF) serve a larger proportion of individuals with Medicaid
than an average nonprofit facility at that time?
Probe: Did _______ (NONF) serve a larger proportion of individuals with Medicaid
than an average forprofit facility at that time?
6. Would you please characterize very generally the financial performance of
_______ (NONF) at the time the issue of restructuring was raised? (You do not need to provide specific figures).
7. Would you describe very generally the performance of the ______ (NONF) in
terms of quality of care at the time the issue of restructuring was raised?
8. Why do you think the issue of restructuring was originally raised?
9. Would you please describe the administrative process that was initiated after the
question of restructuring ______ (NONF) was on the agenda?
Probe: Was there a special task force designated to examine the issue of restructuring?
Probe: Did you hire an outside consultant (or consultants)?
Probe: What was the question that the task force had to consider and find the answer to?
Probe: What were the major policy alternatives (solutions, strategies) that were
examined?
Probe: How long did it take before the final decision was made and one policy was
chosen?
Probe: What policy was recommended?
Probe: Can you explain why in your opinion this policy was chosen over other options?
Probe: Did you consider the option of privatizing the facility through sale to a nongovernmental entity or creation of a new nongovernmental entity?
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If yes, ask: Can you explain why this policy was not chosen?
Probe: Did you consider the option of closing the facility?
If yes, ask: Can you explain why this policy was not chosen?
10. Now let’s talk about some specific factors that may have influenced your choice
of the policy. In your opinion what role did the budgetary or fiscal health of ________
(NOC) County play in choosing this option?
11. How important was the financial performance of ________ (NONF) in your final
choice of the policy?
12. What role did the quality of care at _______ (NONF) play in the decision-making process?
13. Would you say the process of decision-making was a political process?
Probe: Please, explain. Or, in what way?
14. Did other LTC providers in this county influence the decision-making process directly or indirectly?
If yes, ask: In what way?
If yes, ask: For example, acute care hospitals?
15. Did _________ (NONF) residents or their families influence the decision-making process directly or indirectly?
If yes, ask: In what way?
16. Have the decision-makers relied on their past experience with similar decisions
in ________ (NOC)?
If yes, ask: In what way?
17. Do you know whether in the past 5-7 years _________ (NOC) has ever terminated, sold or contracted out a service or a business that it was previously operating?
18. Did considerations about the employees of the _______ (NONF) play any role
in the decision-making process?
If yes, ask: In what way?
19. Have the decision-makers relied on the past experience of other county governments with similar issues?
If yes, ask: In what way?
20. Did you seek any help or information from professional associations such as
NYAHSA (New York State Associated for Homes and Services for the Aging), or NYSAC
(New York State Associated of Counties)?
21. Suppose that the ________ (NOC) County today existed without __________
(NONF). What would that be like in your opinion?
22. Could you tell me on what is going on with the _______ (NONF) now?
23. Is there anything else you would like to tell me about your decision to restructure the (NONF) or about its future?
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Notes

As explained later, divestment is one of several forms of privatization.
This period lies between two quarterly waves of the OSCAR data. The first wave is dated March 2000
and contains information on all U.S. Medicaid and/or Medicare certified facilities surveyed during the
period of up to 15 months prior to 03/2000. The second wave is dates December 2003, and contains information on the same cohort nursing homes surveyed up to 15 months prior to December 2003.
3
As shown in Harrington et al. 2000; Harrington et al. 2001; O’Neill et al. 2003; Amirkhanyan, Kim, and
Lambright (forthcoming).
4
56.6% in 2002.
5
Savas (2000) suggests that services appropriate for individual consumption and excludability (i.e., possibility of restricting service access to paying customers only) are more appropriate for private provision
of services.
6
These factors have been found to predict nursing home terminations (Angelelli et al. 2003; Castle 2005)
7
A private divested facility is nonetheless subject to government regulations and inspections.
8
Documentation of this policy alternative by a county-based decision-making body in a formal document, or a request for proposals constituted formal consideration of the privatization option.
9
The interviews were semi-structured in the sense that the interviewer followed the order of the questions, but permitted respondents to deviate from the subject and to ask clarifying questions.
10
Such documentation included materials provided by county respondents, as well as the Nursing Home
Compare Online database publicly available on the Centers for Medicare and Medicaid Services web site.
11
generated by the Centers for Medicare and Medicaid Services and available at
http://www.medicare.gov/NHCompare/Include/DataSection/Questions/SearchCriteria.asp?version=default&browser=IE%7C7%7CWinXP&language=English&defaultstatus=0&pagelist=Home&CookiesEnabledStatus=True.
12
These numbers are similar to the nationwide distribution: 65.5% forprofit, 28.3% nonprofit, and 6.2%
public homes (Amirkhanyan 2007).
13
Counties mentioned in these three examples are not the subjects of this study.
14
New York is a state with democratic legislature and a republican governor, and with individualisticmoralistic political culture (Mead 2004).
15
The task force included the county administrator, the chairman of the board of the legislature, other
members of the board of legislature, county public health director, individuals from non-county LTC organizations, as well as an individual from the county buildings and grounds department.
16
Importantly, one respondent argued that bureaucratic procedures might have deterred potential buyers.
17
Intergovernmental transfer program allows the states to transfer funds to and from local government facilities (including nursing homes) in order to finance the state share of Medicaid; the program has been
argued to be carried out to inflate state share of Medicaid costs and maximize the federal Medicaid funding.
18
These findings were corroborated by the author using the Nursing Home Compare data base.
19
One respondent claimed that it was quite frustrating for the review committee members to be unable to
find out exactly how much subsidy the nursing home was getting throughout these years.
1
2
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