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The characteristics of the Michigan Department of Community Health Bureau of Laboratories do not fit criteria for successful privatization of government services. The DCH lab services: 
· require specialized infrastructure (e.g., equipment, facilities) and expertise that does not exist in the private sector  

· respond to the unpredictable, i.e., workload is unpredictable, as are emerging diseases and biologic and chemical events or threats 
· are not reimbursable and thus not attractive to bidders 
· provide a conduit for federal funds 
· exceed or are on par with any clinical or academic laboratory any where in terms of quality
· require extensive accreditation and certification

· are not exclusively test results

Public health laboratories do not fit the model of privatization of government services. 
· Public health and private sector laboratories have different missions. While private sector laboratories have responsibilities to shareholders and boards of directors to generate revenues and academic laboratories have a research mission, public health laboratories have a community service mission. 
· Public health emergency response capability and capacity must be maintained by a government laboratory. Federal funding and technical resources are not available to private sector laboratories. Michigan would loss all federal public health preparedness funding (over $43 million annually) in the absence of a public health laboratory. 
· Potential loss of reportable disease surveillance since it is estimated that less than 10% of all reportable diseases are reported to public health as required by law; the DCH lab reports 60% of reportable diseases identified to the Michigan Disease Surveillance System
· Communication among private laboratories and public health epidemiologists would be compromised and lead to delayed outbreak investigation and intervention, resulting in preventable negative health and safety outcomes for Michigan residents. 
When examined as candidates for privatization, including by Governor Engler’s Public-Private Partnership Commission (1992), study after study recommend against wholesale privatization of public health labs. 
In cases where privatization has occurred without careful consideration (Pennsylvania, Maryland newborn screening) the contracting was unsuccessful requiring costly rebuilding of government infrastructure, leaving residents unnecessarily vulnerable in the interim. In 2010 Michigan Department of Community Health closed its Upper Peninsula Regional Laboratory, shedding water testing to the private sector. The closure resulted in fragmented services, duplication of data management by local public health for services once provided by the laboratory, and higher costs to residents.  
The DCH laboratory is part of a national and global network of public health laboratories. This positions Michigan to receive federal funding and contribute and receive national disease surveillance data. The laboratory provides functions beyond simply performing tests: promoting quality testing at clinical and commercial laboratories, managing public health informatics, emergency preparedness and response, training, and facilitating research (and research jobs) with academia and industry. These services cannot be duplicated in a contract with a private sector laboratory.  

Privatization of the DCH laboratory would result in the loss to test for and track emerging diseases in Michigan for at least one year.  Recent experience resulting from the West Nile virus outbreak in 2001 and pandemic influenza in 2010 have shown that tests used to detect these emerging pathogens will be developed initially at the federal level (CDC) and distributed solely to state public health laboratories.  Thus, the loss of the state laboratory would result in the inability to detect, diagnose and track any newly emerged pathogen in the state of Michigan for a substantial period of time.

Many services (routine cultures and serology testing) and activities of the public health laboratory have already been privatized through elimination (e.g., routine cultures, prenatal antibody testing) or contracting (e.g., equipment maintenance, media and reagents, laundry, janitorial services, specimen transport, laboratory information system development).
Past Privatization Initiatives
In the 1990s, Michigan, like many other states, considered privatization of government-supported services as a mechanism to save money and provide better products to residents. Governor Engler appointed the Michigan Public-Private Partnership Commission to develop a framework to evaluate the feasibility and appropriateness of government services. When tested against the criteria for privatization provided in the Commission’s Final Report of Michigan Public-Private Partnership Commission (1992), the services currently provided by the Bureau of Laboratories were not recommended for privatization. However, privatization was recommended for other services provided at the time of the evaluation, notably vaccine and biological product manufacture. Below are listed criteria from the report and the applicability of the criteria to the DCH laboratory services.  
1. Specify requirements of the service in advance

Public health laboratories respond to emerging health threats and emergencies (e.g., outbreaks, emerging infectious diseases, environmental accidents and exposures) which are, by definition, unpredictable in scope, timing and volume of testing requirements. The scope of work, deliverables including data access and reports, and quality measures would be impossible to accurately predict during bidding and contracting processes due to the mercurial nature of public health testing needs. Building the funding for contingencies into contracts would drive the cost of the contracts above the current public sector cost level. 

2. Transition services from one vendor to another without disruption of services

Many testing services (rabies, influenza typing, newborn screening) provided by the DCH public health laboratory are not available outside public health laboratories. These services require infrastructure (e.g., equipment, facilities) and expertise that would need to be built at considerable cost and over a protracted training period. 
3. Additional benefits of cost saving, higher quality, providing services not otherwise available, risk sharing, shorter implementation times, solving political problems. 
There are no advantages in terms of quality or scope of services to privatize DCH laboratory services. The quality of services provided by the DCH laboratory is indisputable and on par or exceeds any clinical or commercial laboratory.  Contracting would be more expensive so fewer services would be available. The public health laboratory provides critical services without first determining the ability to pay for that service. The results of the testing are so urgently needed and lack of financial resources should not stand in the way of someone being tested for rabies exposure, botulism infection or tuberculosis. If privatized, Michigan’s most vulnerable populations would not have access to live-saving testing. 
4. Accountability in terms of process or outcome.
Although clinical laboratories are accustomed to handling protected health information, public health information and specimen management require an additional level of protection. The public health testing processes, as well as the test results, are subject to a higher level of scrutiny due to potential regulatory implications. 

5. Amount of efficiency gained

Efficiency would actually suffer if the functions of the DCH laboratory were provided by contracts. There would be a loss of connectedness between public health programs, local public health and federal resources and the DCH laboratory. An Illinois study in 1993 found that public health laboratory testing provided through contracts was three times more costly than those services offered by an Illinois government laboratory.  
6. Availability or potential availability of private sector producers. 

The DCH laboratory is the sole source for some critical services. No single laboratory provides all of the remaining services. Most tests are not reimbursed by government or non-government health care payers; many tests require intensive resources and expertise. 
Many of the tests offered by the DCH laboratory are not reimbursable. The test is not performed on a specimen collected from the client (e.g., dog bite victim may be covered for immunization but not the testing of the dog, environmental testing to determine the source of an elevated blood level of a child) or the testing is not of consequence to the care of the patient but of great consequence to public health disease control efforts. The lack of certainty about payment for services makes the public health laboratory work unappealing to bidders. 
7. Characteristics of the activity (privacy, regulatory impact)

Public health testing is used by regulatory agencies to take actions to protect the public’s health. Detecting and responding to disease outbreaks often requires access and use of confidential industry/commercial information. For example, in a food borne disease outbreak, production facility sampling may reveal breaches in safe food production practices. Food testing laboratories outside the public sector have multiple commercial clients. These private sector laboratories would be faced with competing priorities- public safety vs. maintaining valuable clients. Public health laboratories have no such conflict. There is only one client (the community) and one priority (protecting health.)
8. Continuing need, service shedding
Public health testing cannot be shed to the private sector. These are services that are often non-reimbursed. The test is not performed on a specimen collected from the client (e.g., dog bite victim may be covered for immunization but not the testing of the dog, environmental testing to determine the source of an elevated blood level of a child) or the testing is not of consequence to the care of the patient but of great consequence to public health disease control efforts. Contracting for public health testing services with the private sector does not eliminate the public health need for public supported testing. 
9. Costs of resuming if privatization does not materialize
In cases where privatization has occurred without careful consideration (Pennsylvania, Maryland newborn screening) the contracting was unsuccessful requiring costly rebuilding of government infrastructure, leaving residents unnecessarily vulnerable in the interim. 

10. Independence between the nature of the final product and the methods used in its production 

Laboratory methods vary greatly between laboratories. The minimal acceptable level of quality of those varying methods is compared through the use of proficiency challenge specimens. Results from all laboratories testing the same samples are compared to an intended response to check for accuracy. Public health laboratories across the nation participate in networks and voluntary method sharing so that results between laboratories can be compared directly with those of others for rapid public health actions. When results of testing performed by one method are delayed due to the need for repeat by a standard method, urgent public health interventions are delayed. 
11. Legal constraints

The Michigan Public Health Code establishes a public health laboratory to provide the services indicated by the Department Director. The Public Health Code also specifically designates, with good reason, the Department laboratory as the sole provider of newborn screening. Until the 1980’s newborn screening was mandated for all newborns but hospitals could perform the testing in their own facilities. Several false negative results with tragic consequences occurred when these laboratories could not maintain proficiency in recognizing rare but critical positive results. The need for centralized testing for newborn screening and other rare health events has only increased over time due to instrumentation expense and personnel expertise required to provide quality services.
12. Monitoring costs of government agencies 

Public health testing cannot be shed to the private sector and contracting for public health testing services does not eliminate the public health need for public supported testing. 

Monitoring the quality of services provided by contracting would require considerable laboratory expertise and non-value-added resources to manage a multitude of contracts. 
13. Transition costs 

There have been considerable state and federal investments in public health laboratory infrastructure. Rebuilding these resources in contract laboratories would be prohibitively expensive and require extensive training periods. Because the need for testing never stops, the period of transitioning from public to contracting laboratory services would demand that both systems were operational, doubling costs. 
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