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Fact Sheet

THE PROBLEM
A. National Health Ex pgnditu'rgsg

. If we do nothing, health care spending will rise from 14% of GDP today to an
astonishing 18% of GDP in the year 2000 -- meaning that seven years from
today, almost $1 out of every S5 earned by Americans will go to health
spending. [OMB]

. Although the U.S. Ranks first in world in per capita expenditures on health care.
the nation falls short in basic indicators of health status. The U.S. ranks 19th in
infant mortality rates, 21st in life expectancy for men and 16th in life expectancy

for women. ["Health United States", Department of Health and Human Services, 1992]

B. Deficit

. More than half of the expected $295 billion increase in federal revenue between
1996 and 2000 will be absorbed by health care cost increases. [“The Economic and-
Budget Outlook”, CBQ, 1/94]

. For the next ten years, Medicaid and Medicare spending are predicted to increase
by 10% or more each year -- growing significantly as a percentage of GDP. At
the same time, other mandatory spending is expected to remain constant as a

percentage of GDP and discretionary spending is expected to decrease. [“The
Economic and Budget Outlook", CBQ, 1/94]

2. an |

. In the last three years alone, state Medicaid expenditures have spiraled as a
percentage of state budgets -- from just over 8 percent in 1990 to 12

" percent in 1993. [HHS calculations from National Association of State Budget
Officers data]

. State Medicaid expenditures are projected to consume nearly 18 percent of
state budgets in the year 2000 -- twice as much as they had just ten years
before. [HHS calculations from National Association of State Budget Officers data)

. In 1993, for the first time in history, states spent more on health care than

they did on tax-financed higher education. [National Association of State
Legislators)
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. In a recent study by the National [ eague of Cities, "health care was cited

as a burden by 42 percent of the cities." [AP, 7/11/94]

. For the third year in a row, health insurance costs were the biggest budget
problem. Over the past three years, health insurance premiums paid by
cities have increased nearly 10% in constant dollar terms. [WS]J, 7/11/94)

Families

. From 1988 to 1993, the average family premium for employer-based group health
insurance doubled, from $2,500 to $5,200. Families wanting to buy health
insurance directly from an insurer can spend as much as $10,000 a year. [HIAA
(1988) and KPMG Peat Marwick (1993) in New York Times, 6/12/94]

. In 1993, families paid two-thirds (67%) of all health care payments on average or

$5,190 -- three times the average family payment of $1,749 in 1980. [Lewin-VH] for
Families USA, 3/94]

s

. Family payments for health care are consuming larger and larger portions of
family incomes. In 1980, health payments consumed 9 percent of pre-tax family
income, on average. By 1993, health payments by families consumed 13.1 percent
of pre-tax income, on average. By 2003, without reform, this will rise to 20.1%

of family income. Under the Clinton proposal in that year, it would be 18.9%.
[Lewin-VHI for Families USA, 3/94}

- In 1991, hospitals were left with an estimated $10.8 billion in unpaid bills
from uninsured patients -- up from $3.5 billion in 1981. [Lewin-ICF, Los

Angeles Times, 4/12/92)

. Wage argument:
- . If health care had been reformed in 1975, American workers would have

over $1,000 in extra wages each year. [Commerce Department, Office of
Management and Budget]

-- The amount of total compensation going to health care keeps growing --
by 1993, an average of $1.10 of each worker's hourly wages went to pay
for health insurance, up from 92 cents just two years before. Without
reform, workers will lose another $600 per year in wages by the year
2000. [HHS, 6/94; OMB]
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VERAGE WILL

1. Emphasizing cost-saving preventive care and encouraging care in appropriate
settings

A. ' Roo

. According to the first national survey of hospital emergency room
departments, fifty-five percent of the 90 million emergency room visits in

1992 were for ailments that could have been treated elsewhere. [National
Hospital Ambulatory Medical Care Survey: 1992 Emergency Department Summary;
HHS, National Center for Health Statistics)

. Emergency room use increased by 19% from 1985 and 1990. Uninsured
people seeking non-urgent care was the number #1 factor reported by 81%
of hospitals. At the same time, there was little growth, if any, in
emergency room Vvisits by patients with private insurance. [American College
of Emergency Physicians; 1993; GAQ, "Growth and Change in Emergency Room Use"]

. Lack of primary provider was the primary reason for non-urgent .
emergency room use in 1990 -- far ahead of "after office hours" or JZEE

"convenience". ["Emergency Departments: Unevenly Affected by Growth and Change
in Patient Use", GAQ, 1/14/93]

. An emergency room visit costs at least three times that of a visit to a

community-based physician in the same area. [Department of Health and
Human Services, Inspector General Report, 1992]

B. ventive Care:

. In 1989, only 1 in four full-time participants in health plans offered by
medium and large businesses had coverage for routine physicals or
immunizations. 40 to 60 percent of children under age 2 have not received
the recommended immunizations. [AARP Testimony, 5/6/94]

. Immunizations work and they're highly cost effective. Every dollar spent
on vaccinations for childhood diseases saves 10 to 14 dollars in long-term
COStS. ["Preventive and Medical Services: Healthy People 2000", 11/18/92]

. A recent report indicated that one of every 10 hospital stays in
Massachusetts could be avoided by better preventive medical care for
conditions such as asthma, pneumonia and anemia. The study found that
Massachusetts residents check in for 55,000 avoidable hospital stays each
year, costing hundreds of millions of dollars. ["/ in 10 Mass. hospital stays

preventable, analysis finds,” Boston Globe]
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At the University of California at San Diego in 1985. hospital care for babies born
with no prenatal care cost an average of $2.200 more than corresponding care tor
babies whose mothers received adequate prenatal care. But such care cost only

about $1,000 per pregnancy. ["Opportunities for Success: Cost Effective Programs for
Children. " Report of the Select Committee on Children, Youth and Families, 1988]

To enable deficit reduction:

CBO: "And finally, as I noted earlier . . . the proposal should make
ever-increasing contributions to deficit reduction after 2004." [Reischauer Testimony.
Senate Finance Committee, 2/9/94]

Families Will Pay Lower Premiums

CBO said the premiums under the non-universal Cooper proposal would be about
20% higher than those under the Health Security Act -- explaining that half of the
difference between the two "is largely attributable to adverse selection; the

Administration's proposal would require universal participation . . . " [CBOQ, 4/94,
p. 18]
New Report: "Coverage, Premium, and Household Spending Implications of

Health Reform," Lewin-VHI for Catholic Health Association, 7/18/94

. "Premiums are lower under universal coverage than under insurance
market reform or insurance market reform linked to subsidies."

. "Middle income families that currently have insurance will pay more
under partial reform than under reform that includes universal
coverage."

. With non-universal coverage, the average family who has insurance today
will pay an additional $182 in 1998 on premiums compared to universal
coverage.

. Under the best incremental reform package, an average household with
insurance today will spend an additional $105 in 1998. Under universal
coverage, that same family would save $233.

. In 1998, a family making between $30,000 and $40,000 will spend $472
more under a non-universal system. Under universal coverage, they would

save $241. [Note: This is without wage effects -- businesses decreasing wages to
reflect higher health costs. With wage effects, the average currently insured family
spends more in 1998 under universal coverage.]
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With Non-Universal Approaches

. Under a Cooper-style approach, Lewin predicts that. in 1998, "S8.1 billion of
hospital uncompensated care and the $0.5 billion free physician care would
ultimately be cross-subsidized by private payers through higher patient charges
and insurance premiums. Partial reform will perpetuate the destabilizing effects
of this costs shift as much of the care provided to the uninsured would continue
to be shifted to the privately insured.'’ [Lewin-VHI. 7/18/94, p. 4]

HAWAII P

Hawaii Health Director: "The secret of our success. . . is prevention. We have twice as
many outpatient visits -- that is, people see their doctors several times a year -- and half
as many hospital stays, as the national average. People are encouraged to go to the
doctor early and often, thus minimizing the chance of costly operations for maladies that

could have been prevented." ["Hawaii: Setting an Example for the Rest of the Nation", New York
Times, 11/14/93]

"Hawaii has

--  70% of the national rate of acute hospital beds per 1000 population;
-~ 90% of the national average for acute hospital utilization;

--  61% of the national average for surgeries; and

-~ 48% of the national rate of emergency department utilization.
There is no rationing and Hawaii has the same commitment to tertiary care and new
technologies as other states. We believe the economies of low inpatient utilization are a
major source of Hawaii's lower costs.” ["Hawaii’s Employer Mandate and Its Contribution to
Universal Access,” JAMA, 5/19/93]

"Near universal coverage can dramatically improve overall public health, further reducing
spending and leading to a more productive work force. Hawaii officials cite the infant
mortality rate, which is down 50 percent from its 1974 high of 16 deaths per 1,000 births
and the state's life expectancy of 78, the highest in the nation." ["Hawaii Presents Possible
Archetype for Clinton Health Plan,” L.os Angles Times, 7/8/94)
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A. Problem

1.

"The Ten-Year Budget Outlook. " Congressional Budget Office, 1/94

Latest Congressional Budget Office Analysis of the explosion in government
health care programs -- compared to projected decreases in discretionary and other
mandatory spending.

B. General Cost Containment Articles

Stephen Zuckerman and Jack Hadley, "Clinton’s Cost Controls Can Work," The
Washington Post., 11/7/93

A compelling defense of both the need to control costs and the mechanisms
contained in the HSA. Explores the paradox of critics on the left saying that the
cost controls "won't work" and critics on the right concluding that they "will work
too well and lead to massive disruption in the provider system and the rationing of
care." Concludes that "In reality, the administration's cost containment goal is
modest. . . This plan does not try to shrink health spending relative to where we
are now. . . The U.S. health system is fraught with ine fficiencies and excess that
have no measurable health benefits."

Uwe E. Reinhardt, "Cut Costs? Of Course,” The New York Times, 6/12/94

Highlights percentage of national product consumed by health care costs.
Challenges opponents of cost control: “[NJo other industrialized country would
even contemplate spending as much as 17 percent of its G.N.P. on health care,
and none spend even 10 percent today. Why then, should the Administration be
made to show 17 percent is implausible? It is the critics who should demonstrate
that it is unattainable."

C. Hawaii Example

1.

2

2 Page Internal Overview Of The Hawaiian System

Articles:
"Hawaii is a Health Care Lab as Employers Buy Insurance"”, Adam Clymer,

New York Times, 5/6/94

"Hawaii Presents Possible Archetype for Clinton Health Plan,"” Los Angles
Times, 7/8/94



Two good overviews of the Hawaiian system -- touching on both its successes and
shortcomings. Will likely be the most recent articles these pundits have read on
Hawaii. Primarily address the employer mandate -- its effects and implications --
but also touch on some of the benefits of universal coverage and its cost
containment implications.

B [excerpted] "Health Care in Hawaii: Implications for National Reform," General
Accounting Office, February 1994

Good quick summary of Hawaii's cost experience. This 5 page section of the
recent GAO study on Hawaii concludes that: "The cost experience in Hawaii is
seemingly anomalous because, while per capita health care costs [and health
inflation] are similar in Hawaii and the nation, insurance premiums are lower in
Hawaii."

Preventive / Emergency Room Studies
1. Emergency Room Studies

. [excerpted] "America’s Health Care Safety Net: Emergency Medicine,"
American College of Emergency Physicians, 1993

Excerpts address the increased demand for emergency services and the
factors contributing to this demand. Also addresses the relation between
the lack of insurance and emergency room use, and the increasing use of
emergency facilities for primary care. [Note: This was released prior to
the HHS study [referred to below] which shows that over half of
emergency room visits were for non-emergencies. The comparable 1990
statistic referenced in this study is 42%. ]

. "National Hospital Ambulatory Medical Care Survey: 1992 Emergency

Department Summary," Centers for Disease Control and Prevention, HHS,
3/2/94

The first national survey of hospital emergency room departments,
conducted by the National Center for Health Statistics in 1992. Main
conclusion is that fifty-five percent of the 90 million emergency room
visits in 1992 were for ailments that could have been treated elsewhere.
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. "Preventive and Medical Services," Speech by James Mason. Assistant
Secretary of Health, HHS [Under President Bush], 11/18/92

Explores the examples of waste. inefficiency, and lack of competition in
our health care system. Tried to answer the question of why we do not get
our money's worth in today's system: ". . . for all our technology and all
our spending, we do not have the health outcomes we might expect."

. "How Much Is An Ounce of Prevention Worth?" Newhouse News Service,
12/17/94

Good balanced overview article -- describing the Clinton proposal, the
need for preventive services, and referencing the analysis that prevention
may not save money in the short run.

. "Reducing Health Care Costs by Reducing the Need and Demand for
Medical Services,” The New England Journal of Medicine, 7/29/93

Written by the Health Project -- a well respected group of prominent
doctors, inciuding C. Everett Koop -- the study advocates funding
preventive medicine as a way to lower long-term health costs. "4
comprehensive health promotion program with multiple interventions can
save money both in the first years and over the long-run." Inreviewing
more than 200 health promotion programs in the workplace and other
studies, the researchers found evidence of significant savings.

Counter Prevention Argument

. "A Costly Ounce of Prevention: Early Medical Screening May Save Lives
But Not Money," Washington Post, 8/29/93

Widely read article from Outlook section explores thesis that -- with the
exception of dramatic savings in a few areas, such as childhood
immunization and pre-natal cares -- preventive care will not really lead to
cost reductions. Prevention can, in fact, increase costs as expensive
illnesses are detected much earlier than they otherwise would have been
and millions of dollars are spent to screen people who would never have
gotten the disease in the first place.



. "Prevention May Be Costlier Than a Cure,” The Wall Street Journal
7/6/94

Will be the last article on prevention read by these pundits, based on a
very credible study. Overall theme was that prevention may not save
much money. But, the study was on much more than health care -- from
requiring airbags in cars to prescribing cholesterol reducing drugs to
pollution control. It concluded that most effective preventive measures are
in medicine -- "Childhood immunizations, drug and alcohol treatment
programs and prenatal care are among the biggest life-saving bargains,
the study shows. These lower the costs of caring for sick people, thus total
costs can be more than offset by health care savings. . . "

iversal vs. -Univer:

[Excerpts] "Coverage, Premium, and Household Spending Implications of Health

Reform”, Lewin-VHI, 7/18/94

The report compares the effects on family spending of: insurance market reforms
alone, insurance market reforms with premium subsides (Managed Competition
Act), and universal coverage under the President's HSA (with and without
premium caps). It concludes that both premiums and household spending are
lower under universal coverage than under partial reform.



COMMITTEE FOR A RESPONSIBLE BUDGET

houl r : 7/11/94 release
o Members include: Edmund S. Muskie. Warren Rudman, David Stockman, Roy Ash,

William Gray III, Robert Strauss, Paul Tsongas, Peter Peterson, Paul Volcker.

. AP Story, lead: "Overhauling the entire U.S. health system would be “premature and ill-
advised" and President Clinton and Congress should settle for less, says a bipartisan
group of former government officials. "Reforming the health system cannot be achieved
in one omnibus piece of legislation,” the Committee for a Responsible Federal Budget
said in a bluntly worded, 148-worded report.”

. Advocates going slowly and passing incremental reform measures to start with: Increase
availability of public, tax-financed health facilities and adopting measures to increase
access to affordable insurance for those who want it.

. "Universal coverage is a means to an end -- not the end itself."
. Wams of expensive new entitlements and impact on future budget. L]
. "Mandates are taxes"

i We'll peed to respond to: "Universal coverage is not a prerequisite to global cost

containment. It would assure everyone pays for health care, reducing the per capita cost
of coverage. But it would increase, not reduce, total costs, by increasing utilization of
health care."

. "If we cannot afford the current projected trend in health spending, then we cannot afford
to reallocate every dollar saved through health care reform on health care."

Fiv jatins:

1 Require transparency in the budgetary treatment of health care reform.

P4 Subject the financing for health reform to as thorough a debate and analysis as any
proposal affecting taxation.

3. Recognize the potential downside risks to the Federal budget and proceed with caution.

4. Reestablish deficit reduction as an essential goal of health care reform.

5. Proceed with changes upon which there is already broad agreement.

[Auswer: We agree wholeheartedly with 4 out of 5 recommendations; 5 is problem]



FAMILY SPENDING:
UNIVERSAL COVERAGE VS. INCREMENTAL REFORM

SUMMARY OF REPORT

. A Lewin-VHI report -- "Coverage, Premium, and Household Spending Implications of
Health Reform' -- was released July 18, 1994 by the Catholic Health Association. The
report compares the effects on family spending of: insurance market reforms alone,
insurance market reforms with premium subsides (Managed Competition Act), and
universal coverage under the President's HSA (with and without premium caps). [t also
addresses the effects of adding an individual mandate to the Managed Competition Act to
achieve universal coverage.

SUMMARY OF CONCLUSIONS:
1. Premiums are lower under universal coverage than under insurance market reform or
insurance market reform linked to subsidies

1o

Middle income families that currently have insurance will pay more under partial
reform than under reform that includes universal coverage

For currently insured households earning less than $100,000 annually, health
spending will decline under universal coverage with an employer mandate and cost -
constraints.

(%]

OTHER INTERESTING POINTS:
Household Spending Before And After Reform
e "For the 76.5 million households that.currently have insurance, we estimate that
health spending is generally higher under partial reform than under universal coverage
with or without wage effects." [p. v]

e "Currently insured families earning less than $10,000 a year see a net decrease in
health spending under all four approaches, but middle income families that already
have insurance generally see an increase in spending under the Managed Competition
Act with or without universal coverage." [p. v]

o Even taking into account wage effect: "Of the three universal coverage approaches,

the Health Security Act as written is the only one that reduces household spending for
currently insured middle income families, with or without wage effects." [p. v]

Cost Shift To Currently Insured

e In 1998, "$8.1 billion of hospital uncompensated care and the $0.5 billion free
physician care would ultimately be cross-subsidized by private payers through higher
patient charges and insurance premiums. Partial reform will perpetuate the
destabilizing effects of this costs shift as much of the care provided to the
uninsured would continue to be shifted to the privately insured." [p. 4]
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Box 2-1.
The Ten-Year Budget Outlook

If current policies stay unchanged, the federal
deficit will climb steadily after the late 1990s,
according to the Congressional Budget Office's
latest look at the 10-year picture. CBO projects
that the federa! deficit (excluding deposit insur-
ance) will be essentially flat in 199S through
1998. But it climbs every year after that, ult-
mately opping $360 billion in 2004 (sec table).
Of greater concern is the deficit's trend as a
share of gross domestic product: from 2.2 per-
cent in 1998, it inches up in every year. ap-
proaching 3% percent of GDP in 2004.

What accounts for the escalating defizits
after 1999? The answer lies basically in the
outlook for one fast-growing and one slow-
growing area of spending: health cars and dis-
cretionary spending.

Outlays for the two big health care prograns,
Medicare and Medicaid, climb steadily by !0
percent or more every vear over the 10-ysar
period. Thus, they also climb as a percentage of
GDP: from 3.7 percent in 1994 to 6.3 percen: in

2004. Discretionary spending, in contrast, sinks -

as a share of GDP throughout the entire period.
Constrained by caps through 1998, it barely
grows at all in dollar terms through then and
falls from 8.2 percent to 6.7 percent of GDP--
more than offsetting the climb in health care
spending. But the caps expire after 1998, and
appropriations are assumed to risc again in step
with inflation (in keeping with standard baseline
methodology). Thus, although discretionary
programs continue to sink as a share of GDP in
1999 through 2004, their decline (to 6 percent in
2004) is less precipitous than in the earlier
period and is not sufficient to overcome the
urrelenting rise of health care spending.

Most other areas of the budget change little
in relation to GDP over the 1999-2004 period.
Revenues slip from 19 percent to 18.8 percent of
GDP. Mandatory spending other than Medicare
and Medicaid is expected to stay roughly con-
stant as a share of GDP. The biggest such

program, Social Security, remains at 4.8 percent
of GDP; even by 2004, the first members of the
post-World War II baby boom are stull four
years from eligibility for retirement. Net interest
outlays hover around 3 percent of GDP, and the
ratio of debt to GDP--which is basically flat in
1994 through 1999-reeps up by about 3 per-
centage points (from S2 percent to 55 percent) in
the five years thereafter.

A year ago, CBO projected that the deficit
would top $650 billion in 2003; by last Septem-
ber, CBO had chopped its projection to $359
billion. The enormous improvement during that
six-month period was almost wholly attributable
to the enactment of an ambitious deficit reduc-
tion package. The newest projection for 2003,
a deficit of $324 billion, is only a minor revision
in comparison. Of the $35 billion revision, two- -
thirds stems from higher revenues as CBO has
upped its estimate of potential growth, and one-
third from lower interest costs as CBO has
trimmed its estimate of federal debt.

Of course, these extrapolations are not as
detailed as CBO’s usual five-year estimates.
Rather than produce a meticulous 10-year pro-
jection for every program in the budget, CBO
atternpts simply to judge the likely trends in
broad clusters of spending and revenues. And
great uncertainties surround such long-range
extrapolations. The economy's perforrnance is
a big question mark; these projections are predi-
cated on continued growth in real GDP of 2.3
percent annually in 2000 through 2004, on
inflation of 3.1 percent, and on short-term and
long-term interest rates (specifically, rates on
three-month Treasury bills and 10-year Treasury
notes) of 4.7 percent and 6.2 percent, respec-
tively. The economy is bound to deviate from
these assumptions in ways that cannot be antici-
pated. And other major uncertainties abound,
most notably about future trends in health care
spending and about other open-ended commit-
ments, such as the pledges for deposit insurance
that proved so costly in the recent past.

P N
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The Budget Outlook Through 2004 (By fiscal year)
1964 1985 1996 1997 1998 1999 2000 2001 2002 2003 2004
in Bllliona of Dollars -
Revenues 1,267 1,033 1411 1479 15% 1,630 1706 1,783 1,868 1,658 2,054
Outlays
Discretionary 543 S541 S47 547 S47 564 582 800 619 838 6S8
Mandatory
Social Security 318 ) 382 370 388 408 429 450 473 497 523
Medicare 160 7 215 238 264 320 354 392 435
Medicaid 86 96 121 135 151 186 206 227 250
Clvil Service and Miitary Retirament 62 65 67 70 73 78 8§ 89 82 96
Other 177 WAl 168 184 191 199 205 211 218 225 232
Subtotal 803 6544 A890 980 1,026 1099 1,173 12583 1,339 1,433 1536
Deposit iInsurance -5 -11 -14 S < -4 3 -3 -2 -2 2
Net interast 201 12 228 239 249 261 270 283 298 315 334
Otfsetting recslpt%s -89 77 _-74 78 83 88 -80 -94 -98 -102 -106
Totai 1.474 1,509 1,681 1,738 1,834 ( 1,831\ 20390 2156 2.282 2418
Deficit 223 " 166 182 180 204 226 256 288 324 365
Deficit Exciuding Deposit Insurance 228 82 180 189 184 208 229 258 290 326 347
Dabt Held by the Public 3,462 3.42 3,822 4,021 4,218 4,441 4686 4,961 5268 6,611 6,985
As g Percentage of GOP
Revenues 188 131 191 190 190 190 188 189 188 188 188
Outlays
Discrationary 8.2 7.7 7.4 7.0 6.7 6.6 6.5 6.3 62 6.1 8.0
Mandatory
Social Security 48 48 4.8 48 47 4.7 48 4.8 4.8 48 4.8
Medicare 24 25 28 28 2.9 3.1 3.2 34 3.6 38 4.0
Medicald 1.3 1.4 1.5 1.6 17 1.8 1.9 20 2.1 22 2.3
Civil Service and Military Retirement 0.9 0.9 0.9 0.9 0.9 0.9 0.9 0.9 0.9 0.9 0.9
Other 27 24 2.3 2.4 23 2.3 2.3 2.2 22 _22 _21
Subtotal 121 120 1241 123 125 128 13.0 133 135 13 14.1
Deposlt (nsurance 01 02 <02 01 a a a a a a 8
Net interest 3.0 3.0 3.1 ER) 3.0 3.0 30 3.0 3.0 3.0 3.1
Otfsenting recaipts 40 131 10 10 10 10 10 10 1.0 10 1.0
Total 222 215 213 214 212 213 214 216 217 219 221
Deficlt 34 2.4 22 23 2.2 2.4 28 2.7 29 31 3.3
Deficit Excluding Deposit Insurance 34 26 24 24 22 2.4 25 2.7 29 31 34
Debt Held by the Public 522 520 517 617 6515 617 620 6825 531 6539 549

SOURCE: Cangremional Budget Office.

a. Lass than 0.05 percent ol GDP.




Copyright 1993 The Washington Post
The Washington Post

November 7, 1993, Sunday, Final Edition
SECTION: EDITORIAL; PAGE C7
LENGTH: 1392 words
HEADLINE: Clinton's Cost Controls Can Work
SERIES: Occasional
BYLINE: Stephen Zuckerman, Jack Hadley

BODY:

Controlling medical care spending is "Job One" for the Clinton
administration's health care reform plan. System savings from successful cost
control will help pay for extending insurance to the 37 million Americans who
don't have it, for making sure that those who have it can't lose it and for
guaranteeing that every insurance plan includes a comprehensive benefit package.

Not surprisingly, critics from both the left and right are concentrating
their firepower on the administration’s cost-control plan. The criticisms can be
roughly divided into two camps. One is that the plan's cost-control features
won't work. The other, oddly enough, is that they will work too well and lead to
massive disruption in the provider system and the rationing of care.

What is the administration's cost control plan? Although often ridiculed as
being of, by and for policy wonks, the basic strategy is quite simple. It has
two lines of attack. The first is to promote competition among insurance plans
under a cap on the average premium in an area. The second is to limit the amount
of new money flowing into the system by capping the rate at which insurance
premiums are allowed to increase.

The Clinton proposal requires that all insurance plans offer a comprehensive
package of benefits and charge the same premium to all comers, regardless of
age, health history or employment situation. According to the theory of managed
competition, with the product standardized and insurance companies less able to
compete by rejecting or avoiding high risks, competition will have to take the
form of price and quality competition. Insurance plans will attract customers
and prosper by providing value for money.



In spite of the promise of managed competition. it largely remains a theory.
To put teeth into it, the Clinton plan will impose a financial penalty on any
insurance plan that tries to increase its premium more than the cap allows.
There is little doubt that if faced with constrained revenues, insurance plans
will limit their expenses. Each plan will decide the best way to do this,
including constraining the overuse of services and limiting what they pay
doctors, hospitals and other health care providers. But they will have every
incentive to do it in a way that doesn't drive away subscribers. One critic
characterized this approach as "getting the insurance plans to do the
government's dirty work." However, it seems far preferable that insurance
companies that are responsible to their subscribers make these decisions than
having the federal government involved in detailed price negotiations and review
procedures with individual hospitals and physicians. As another critic put it,
“"That's like bombing from 30,000 feet. You can't see whom you kill."

In reality, the administration's cost-containment goal is modest. Its
original estimate is that annual savings would be $ 136 billion in the year
2000. That's a lot of money to anyone. But let's put it into perspective. At the
time this estimate was made, the Congressional Budget Office projected that
health care would absorb 18.9 percent of GDP by the year 2000. The Clinton plan
would bring that down to 17.3 percent. We currently spend 14.3 percent of GDP on
health care, while no other industrialized country spends more than 10 percent.
Thus, the Clinton plan's "draconian” cost-containment combination of more
competition and caps on premium growth permits about a 3 percent increase in the
share of GDP going to health. This plan does not try to shrink health spending
relative to where we are now. No health care jobs will be lost, though fewer new
jobs may be added in the future.

How will the system respond to these constraints? The specter of sick
patients being unable to receive care is completely farfetched. The U.S. health
system is fraught with inefficiencies and excesses that have no measurable
health benefits. The constraints on spending growth will, for example, force
more triage to reduce the estimated 15-30 percent of diagnostic tests and
surgeries that may be unnecessary. Private insurers will no longer be willing to
pay providers prices that are 30-40 percent above Medicare, nor should they.
Providers will be able to survive with lower prices for private patients,
because universal coverage will mean an end to uncompensated care and low prices
for Medicaid beneficiaries.

Studies of the present system have shown that hospital costs are 10-15
percent higher than they would be if all facilities produced services more
efficiently, and this excludes savings that would accrue from not producing
unnecessary services. Imposing financial pressure through caps on premiums means
some hospitals will scale back their investments in buildings and equipment --
which are often underutilized -- and reorganize their staffs.



Our own current research on a nationwide sample of almost 1.450 hospitals
suggests that they respond to financial pressure primarily by controlling costs.
The 25 percent of hospitals with the lowest profits in 1987 experienced cost
increases of 13.3 percent between 1987 and 1989 compared with an average of 27.6
percent for hospitals with the highest profits. In contrast, for both groups of
hospitals, total revenues grew at virtually the same rate, about 21 percent over
the three years; 30-day post-admission mortality rates for Medicare patients
improved slightly: and the shares of hospitals' patients covered by Medicare and
Medicaid increased by about 3 percent.

Patients will also need to change. They may need to accept a less-intensive
approach to diagnosis and treatment as currently practiced in the best-quality
HMOs. And they may also need to consider whether a high-cost health plan is
worth the extra money. If it is not, consumers will be able to choose a less
costly health plan. People may not like these changes simply because change can
be uncomfortable. However, Americans will no longer fear losing their coverage
if they become very sick or lose their jobs.

How fast would spending growth begin to subside? If the speed with which
hospitals have responded to Medicare's prospective payment system, other
rate-setting systems and lowered-profits is a guide, the answer is almost
immediately. When providers are paid less, they move quickly to cut their
expenses and organize service delivery more efficiently. When Medicare phased in
its prospective payment system between 1982 and 1984, hospitals that faced the
greatest potential financial loss held their expense growth to one-third that of
hospitals facing prospects of financial gain, 3.2 percent compared with 10.2
percent. Hospitals in California that faced strong competitive pressures as well
as prospective losses from PPS actually cut their costs by 4.3 percent between
1983 and 1985. The annual increase in the volume of so-called "overpriced
procedures” provided to Medicare beneficiaries by physicians fell from 9.3
percent in 1986-87 to 2.4 percent in 1988-89 in response to a 2.4 percent cut in
average fees. Given this evidence and congressional action within the next year,
the system should be able to adjust by the year 2000 without major adverse
consequences.

The Clinton proposal aims to alter incentives by a combination of regulatory
and market forces. Some critics would rather see much greater reliance on
changes in the tax treatment of health insurance premiums as the way to change
incentives. Despite its intellectual appeal to some, there is little evidence to
show that this approach would succeed. On the other hand, even though strict
systems of regulated spending and price controls have good track records of
controlling costs, they do not have widespread political support. Many people
view such systems as administratively burdensome, inflexible and likely to lead
to explicit rationing.



The Clinton proposal relies on competition among plans. but limits the amount of tax-
subsidized dollars that can flow into the system and requires the development of a
potentially regulatory framework for limiting total spending. This is a compromise. But.
its acceptability and likely success may be greater than either pure alternative.

Stephen Zuckerman is a senior research associate at the Urban Institute. Jack
Hadley is co-director of the Center for Health Policy Studies at Georgetown
University School of Medicine.



ut Costs? Of Course

By Uwe E. Reinhardt

PRINCETON. N.J.

he Congresstonal

Budget Office forecast

last vear that spending

on health care would

rise from 14 percent of

the gross national

product to 19 percent by the year
2000.

“Impossible''* shouted America’'s
pundits. That level of health spending.
they said, would bankrupt the coun-
try.

Then President Clinton proposed to
bring that projected growth down to
‘only" 17 percent of the G.N.P. by the
year 2000.

‘*Impossible''* shouted Amenca's
pundits. Such a steep decline in
spending would lead to ratoning of
care, they argued.

While Americans are thus me-
andering from despair over the pros-
pect of deprivation at 17 percent to
ar~-* over financial collapse at 19

, no other tndustrialized na-

uld even contemplate spend-

> much as 17 percent of 1ts

G.~.P.on health care, and none spend
even 10 percent today.

Why. then, should the Administra-
tion be made to show 17 percent 1S an
implausible goal? It 1s the critics who
should demonstrate that it 1s un-
attainable

Let us examine the projected culs
in spending on Medicare, the health
insurance program for America’s
elderly. For that program. the Presi-
dent would allow annual spending to
wincrease from $128.8 buhon m 1993 to
as much as $207.8 billion in the year
2000. That represents an average an-
nual compound growth rate of 7.1
percent.

Can America’'s physicians really
look the taxpayer in the eye and ar-
gue that even accounting for inflaton,
they could not treat the elderly prop-
erly for $207.8 billion 1n the year 2000?

To put that question 1n perspective,
consider some fasciuating data pub-
lished in The New England Journal of
Medicine 1n March 1993.

The authors of an article on Medi-
care spending 1n cities found that in
1989, after adjusting for differences

Uwe E. Retnhardt is professor of po-
litical economy at Princeton

in age and sex. Medicare payments
for doctor's care, per beneficiary,
vaned from lows of $822 in Minneapo-
lis. $872 1n San Francisco and $954 in
New York City to highs of $1.493 in
Detroit. $1.63° wn Fort Lauderdale
and $1.874 1n Miami.

Should not America’s physicians,
and the legislators from the high-cost
states, be made to defend these dif-
ferentials to the taxpaywng public?
Suppose Congress arbitranly slashed
Medicare reimbursements for Miami
physicians by 20 percent. Even after
this budget cut, Miami physicians
would sull be absorbing 57 percent
more Medicare dollars per beneficia-
ry than their colleagues in New York,
and 82 percent more than their colk
leagues 1n Minneapolis.

Many critics argue that the 37 mil-
lion uninsured Americans could not
possibly be accommodated at spend-
ing levels of “'only’ 17 percent of the

No nation spends
nearly as much on
health as we do.

G.N.P. Oddly enough, some of the
same critics also assert that these
Amencans merely lack health insur-
ance, not health care, for they alleg-
edly receive adequate treatment at
the expense of paying patients to
whom the cost of that chanty care is
shifted

Butif the uninsured already get the
care they need, why should insuring
them all of a sudden break the nation-
al bank? On this point, too, opponents
of the President’s health care plan
should try harder to get their stones
straight.

The Clinton Administration’s pro-
posal 1s complex enough to offer any
would-be critic many targets of op-
portunity. It is puzzling that the
spending forecast is chief among
them. Sure, Mr. Clinton could explain
his forecast better than he has done
so far. But the burden of proof on this
issue ought not to rest with the Presi-
dent It rests on the shoulders of his
cntics, for it s they who have much
explaining 0 do. @]

50 Labs for Reform

By Jerry L. Mashaw
! and Theodore R. Marmor

NEW HAVEN
he debate over health
care reform has

reached a critical junc-

ture. There 1s signifi-

cant opposition 1n Con-

gress to the Clinton
plan without anything like consensus
on an altermative.

How can a workable version of na-
tional reform be enacted when there's
no majority for any single plan? The
challenge for reformers is to find a
strategv that reflects the pohtical
agreement on the goals of health re-
form as well as the disagreements on
solutions.

The reformers are split into factions
favoring managed competition, a sin-
gle-payer system, expansion of Med:-
care and various hybrids of these ap-
proaches. But these divisions should

. not obscure the broad agreement

1 among reformers on fundamental

 principles: universal coverage. reli-
able cost containment and radical re-
form of health insurance practices.

If a legislative proposal can be de-
:veloped that bnngs together all those
sserious about health reform — no mat-
ter what option they favor — a major-
ity can be created to overcome the
resistance of reform’s opponents. The
tnick, then, is to pursue legislation that
builds on the reformers’ -ommon
goals while recognizing their differ-
ences on how toachieve them idmiunis-
tratively. One solution is the federalist
opuion.

After all, the states have already
achieved more on reform uwan Con-
gress has. There is no reason to stop
their progress. and every reason o
encourage it. The federalist approach
would set national standards for
kealth tnsurance — that it be universal
and portable (not based on residence
or employment), cover all medical
necessities and have effective cost-
containment methods plus clear ac-
countability for the quality of the over-
all system.

Having done that. the Government
could promise to continue its current
financial contnbutions to heaith care
so long as the states met its conditions
for acceptable plans. That would free
states to experiment with any of the
options the Administration has out-
lined — or any others, either exusting
or under development around the
country.

In short, Mr. Clinton and Congress
could acknowledge that medical or-.

Jerry L. Mashaw and Theodore R.
Marmor. co-authors of ‘“Amenca’s
Misunderstood Welfare State.’’ are,
respectively, professors of law and
monggement at Yale.

ganuization and practices varv sub-
stantially in different geographical
areas. as do demographics and politi-
cal beliefs. They could develop a plan
that motivated state expenmentation.
rather than mandating a single
system for the entire country.

Mr. Clinton could insist that national
legislation — Medicare. Medicaid, the
Employvee Retirement Income Securi-

Let the states
experiment.

ty Act and the Internal Revenue Code
— not get 1n the way of state innova-
tion, but nonetheless impose sanctions
on states that did not conform to broad
national standards.

This approach recognizes that the
nauon does not yet know what works
or will work everywhere. It would help
the nation learn from successes and
failures while avoiding the. possible
total failure of a plan imposed from
Washington.

If Congressadopts an unprovenand ~
untested version of the-Cunton plan
and 1t turns out to be the health care
equivalent of a train wreck. it would be
sensible not to have the whole country
on the same train at the same ume._
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STATE OF HAWAII

Summary: Hawaii has moved closer to universal access than any other state through its
combination of employmient-based coverage, Medicaid. and a state-subsidized insurance program
tor the "Gap Group” -- those not qualified for either employer-provided or Medicaid coverage.
State officials estimate that only about 4 percent of Hawaii's population remains uninsured --
compared to estimates of 15.3 percent nationwide.

Features:

II.

[1I.

Shared Employer-Employee Responsibilitv: The foundation of Hawaii's approach is its

1974 Prepaid Health Care Act which requires that all emplovers provide health insurance
to their employees. Employees must elect the insurance unless they have comparable
coverage from another source. Employers and employees share financing of premiums.

The law specifies that employers must provide an extensive package of medical, hospital,
and laboratory services that meets minimum standards specified in the Prepaid Health
Care Act. Employers have a second option of providing a state-approved benefits
package more limited than one of the standard plans and then paying half the cost of
dependent coverage.

In 1990, 88 percent of Hawaii's under-65 population were covered by employer-based
insurance. provided primarily by two large insurers -- a standard fee-for-service plan from
Hawaii Medical Services Association (Blue Cross/Blue Shield) and an HMO plan from
the Kaiser Foundation Health Plan.

Medicaid Insurance: In 1990, another 7 bercent of Hawaii's residents were insured
through Medicaid. Hawaii has a very expansive Medicaid program, accepting a greater
percentage of it low-income population than most states. In addition, Hawaii ranks third
among the states for the greatest number of Medicaid service options -- with a
comprehensive benefit package that covers medically necessary, and some preventive,
care.

State Health Insurance Program (SHIP) for the Gap Group: In 1989, the Hawaii

government eStimated that about 5 percent of the population remained uninsured, neither
covered through employer-provided insurance nor eligible for Medicaid. In response to
this problem, the Hawaii legislature created the State Health Insurance Program (SHIP) to
provide state-subsidized private health insurance for the low-income uninsured.

The state purchases health insurance for SHIP enrollees from HMSA and Kaiser. The
state pays the entire premium for those whose income is under the poverty level;
members with incomes above poverty pay a sliding scale share of the monthly premium.



. SHIP's benefits package is verv different from Hawaii's employver-provided plan and the
Medicaid program. Benetits are heavily weighted toward preventive and primary care.
with full coverage for prenatal. well-baby. and well-child physicians’ benetits as well as
coverage for health appraisals. Other physician care and hospital coverage have set
limits.

Smal| Business: Small businesses in Hawaii pay less for health insurance that their counterparts
elsewhere in the U.S. There are several reasons: (a) since most people are insured. there is less
uncompensated care and therefore less cost shifting; (b) all insurers must cover all employees in
a group, regardless of medical ccndition or risk; (c) the two dominant insurers voluntarily
established an adjusted community rating system which allows small businesses to offer their
employvees health care benefits comparable to those otfered by large emplovers. The Prepaid
Health Care Act facilitated the use of community rating by requiring that all employees obtain
insurance, thus preventing healthy people from opting out of the system.

No Strong Cost Controls: Hawaii's reforms have not shielded it from the national trend of rising
health care costs. although state officials note that while Hawaii's health care spending tracked
the national average, it was providing increased access to health care for all its citizens.
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HEADLINE: Hawaii [s a Health Care Lab As Employers Buy Insurance
BYLINE: By ADAM CLYMER, Special to The New York Times
DATELINE: HONOLULU, May 3

BODY:

The toughest question in the health care debate is whether to require employers to buy
insurance for their workers.

But if members of Congress could overcome their fears of being accused of
junketeering and actually visit Hawaii, they would find compelling evidence about how
such a system actually works, and they would not have to rely on a range of absolute, if
uninformed, opinion. = ==

About 96 percent of Hawaiians have health insurance. Employers, regardless of the
size of their work force, must pay for most of it. Nonetheless, they have thrived, despite
frustration over expanding benefits and rising costs.

Moreover, Hawaiians seem healthier, and more satisfied with their health care, than
other Americans.

Recent surveys by both the Northwestern National Life Insurance Company and by the
American Public Health Association have rated overall health in Hawaii better than in
any other state. The Federal Centers for Disease Control and Prevention ranked Hawaii at
or near the top in low infant mortality, longevity and early death from heart and lung
disease and cancer.

Two opinion surveys sponsored by the Kaiser Family Foundation found that 82 percent
of Hawaiians, compared with 71 percent of Americans overall, were satisfied with their
health care services. Only 18 percent of Hawaiians, compared with 39 percent of
Americans, said their health care system worked badly.

There are no comparable surveys of doctors, many of whom complain that they make
less money in Hawaii than they could elsewhere. But Jonathan R. Won, executive
director of the Hawaii Medical Association, said that in a very portable profession few
doctors had moved away. "Physicians really say, 'l choose to practice here,' " he said.
"Nobody has come up with a better idea as yet," he said. -



Hawaii is also the only state where a recent United States Chamber of Commerce
survey of its members, who are mostly engaged in small business. found a majority
backing compulsory payments.

Hawaii is the only state with experience with that system, but it is a little-used
laboratory. Only one Congressional subcommittee has come here this year to hold a
hearing. Nor is there significant academic research, even by the University of Hawaii.

Still, 20 years of Hawaiian experience does offer support for requiring employers to
pay. as President Clinton has urged, but also for some of the fears that the proposal raises
among small businesses.

It is clear that the "employer mandate," as the requirement to buy workers insurance is
known here and in Washington, has succeeded in bringing Hawaii to the threshold of
universal health insurance coverage. That seems to have helped restrain health care
inflation, a serious problem here but less critical than on the mainland: health insurance
premiums are about 30 percent cheaper here, while almost everything else in Hawaii is
more expensive.

The state health director, John C. Lewin, argues that the system has done more than
that. "By emphasizing primary care, it has improved the health status of the people of
Hawaii," he said. As one example, he said, early detection of breast cancer -- despite a
high rate of it in Hawaii -- had enabled the state to achieve the nation's lowest rate of
mortality from the disease.

Yet Hawaiians seem rather blase about the fact that they have something unique. So
they may not notice being free of the mainland fears that their employers will cancel a
health plan, or that existing medical conditions will either keep them locked in their jobs,
force up their rates or deny them insurance altogether.

Nor is there an echo of the intense lobbyists' argument in Washington that compelling
most employers to pay for insurance will cost millions of jobs and force thousands of
companies out of business. That did not happen when Hawaii's mandate took effect in
1975, nor during the worst of the recession of the 1980's, nor in the last few years, when
insurance premium inflation occasionally reached double digits.

Full-Time Workers Covered

Part-time workers under 20 hours a week do not have to be insured, but no matter how
small a company is, it must cover all its other workers -- and without the kind of
subsidies contained in President Clinton's proposal. A report this year by the General
Accounting Office, the investigative arm of Congress, said, "We found no evidence that
the employer mandate resulted in large disruptions in Hawaii's small-business sector."



But a different, less shrill concern of small business heard in Washington does echo
here, that Congress may include enough exemptions and subsidies to make the employer
mandate bearable when it takes effect. but not forever. That has been a problem in
Hawaii. As Bette Tatum, state director of the National Federation of Independent
Business, put it here the other day, "Subsidies come and go; mandates last forever.".

There 1s no doubt that Hawaii's system is tougher on emplovers now than when it was
enacted.

Limits on Worker Premiums

Over the years, Hawaiian officials have been prevented by Federal law from raising the
ceiling on worker contributions to health care that the state law set in 1974. It is limited to
1.5 percent of a worker's salary, and no more than half the premium. For a minimum-
wage worker in 1975, the limit of $5.20 a month was nearly a third of that year's $18.62
monthly cost of basic health insurance.

But health insurance costs have grown much faster than the minimum wage, which was
$2 in 1975 and is $5.25 here now, or $910 a month based on a 40-hour week. The most
that can be deducted from a minimum-wage worker now is $13.65 a month; that is such a
small share of the $131.02 premium for a worker's basic coverage that many employers
do not bother to collect it.

Though Federal law blocked Hawaii from requiring workers to pay a bigger share of
their insurance premiums, Hawaii's lawmakers found a way to add benefits.

Barred from amending their 1974 Prepaid Health Care Act, Hawaiian legislators
changed the basic insurance laws, requiring all health insurers and health maintenance
organizations to add coverage for mental health and drug and alcohol treatment,
mammograms, more well-baby care and in-vitro fertilization.

More Benefits, But Low Cost

Marvin Hall, president of the Hawaii Medical Service Association, the local Blue
Cross-Blue Shield group that covers just over half of Hawaiians, says those additions
amount to less than 10 percent of a premium.

Beyond the cost, the fact that the heavily Democratic, pro-labor Legislature shoved the
changes down its throat rankles small business. Don Moore, who runs the hardware store
in Kula, on the island of Maui, said scornfully, "They keep adding bells and whistles."

Teena Rasmussen, a wholesale flower grower who produces leis and bouquets in Kula,
said the combination of new mandates and health care inflation "was not something the
employer had any method of covering, except by lowering the coverage." She said
foreign competition prevented her from raising her prices. While she once voluntarily



helped cover workers' families. she no longer does so and is buying the cheapest coverage
she can for her nine full-time employvees. But there is no business revolt. "Employers are
very resigned to it over here," she said.

'Hardly Worth It'

Mr. Moore certainly fills that bill. "There are costs in any business." he said, "and
certainly health insurance is one of them. It's pretty consistent that it goes up, but |
wouldn't say that it has gotten out of hand." He could deduct a total $200.85 from his nine
insured workers every two weeks. But, he said: "The 1.5 percent is hardly worth it.
You've got an employee relationship to maintain."

One more local business gripe is a counterpart of the widespread doubt that Congress
will subject itself and Federal workers to the same terms it imposes on the rest of the
nation. Consider the way state government treats itself here. It pays 60 percent of the cost
of insurance and requires workers to pay 40 percent.

Big business has less trouble with the system. Of the 17 percent of Hawaiians in 1974
who lacked insurance that would cover both doctor and hospital bills, most worked for
small companies. in small factories, shops, restaurants and similar businesses. This is a
heavily unionized state, and most union contracts had ample health insurance 20 years
ago. But other big businesses, to compete for workers, matched that benefit.

. Putting Theory to Work

Peter Lewis, vice president of Hawaiian Electric, the islands' major power company,
said: "Speaking for most big businesses, we support the idea of the Prepaid Health Care
Act. As a company, we are very much focused on the preventive end. In the long run, it
will save us money."

After 1975, commercial insurers, denied the chance to avoid unhealthy clients, quickly
dropped out of the market, and the H.M.S.A, the Blue Cross carrier, with about half the
market, has competed ever since with Kaiser Permanente, whose H.M.O.'s have about a
fifth of the market. The competition has kept prices down and encouraged the sort of
preventive care that means a slightly above-average rate of doctor visits yearly but also
lower hospitalization rates, shorter hospital stays and less frequent surgery.

There are disputes about how complete the insurance coverage really is. Speaking for
the independent-business group, Mrs. Rasmussen, the flower grower, told Congress that 3
percent to 7 percent of Hawaiians were not covered and "many experts estimate that the
numbers may be higher." Dr. Lewin often claims 98 percent coverage.

Analyses based on the Census Bureau's monthly household survey suggest that 93
percent of Hawaiians have health insurance. A much larger survey, conducted by the state
Health Department, indicates that 96 percent of Hawaiians are insured.
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Hawaii Presents Possible Archetype for Clinton Health Plan (Waianae)
By Edwin Chen= (c) 1994, Los Angeles Times=
VAIANAE, Hawaii Atop a wind-swept bluff with an aquamarine vista that a
resort would envy, the Waianae Comprehensive Health Clinic on oahu's
L 4ard coast offers a compelling view of the benefits and limitations of the
employer mandate the controversial linchpin of President Clinton's health
reform plan. ;*7

After 20 years under a state law that requires employers to pay
a portion of their workers' health insurance, 96 percent of Hawaiians enjoy
medical insurance, easily the highest percentage of any state. Yet this rural

linic still provides $1 million a year in uncompensated care to those
lacking coverage, mostly people who drift in and out of odd jobs, seeking
treatment only when a serious problem arises.

““Hawaii's not perfect,'' says Dr. Jack Lewin, a chief architect of the
state's recent efforts to cover everyone. "~ “But we have powerful lessons for
the future. We're not theoretical. We're real.''

Many lawmakers and analysts, the president among them, believe requiring
employers to pay the lion's share of their workers' health costs is the most
feasible way to achieve universal coverage and that spiraling costs cannot be
contained until everyone including the nation's 38 million uninsured is
covered. But others believe cost containment must come first, with the savings
used to gradually extend coverage. They also believe an employer mandate would
pose severe financial burdens on many businesses, costs that will only grow.

Hawaii's unique experience as the only state with an employer mandate
offers lessons for all participants in the debate.

Some of the results of the state's experiment:

Hawaii has contained costs, even while expanding coverage, and is -
2 -oaching universal coverage, with 96 percent of its 1.2 million residents

red. The explosive growth of insurance costs for all, especially small
N .nesses, has been lowered by 30 percent or more.

An employer mandate alone does not guarantee that all will be insured.
oOother programs must be put into place to pay for the medical care of those who
slip through the cracks.

Independent studies have shown that the employer mandate has not resulted
in ““disruptions'' or high unemployment among small businesses here, but the
costs to such firms have clearly grown over the years. The employer's share of
premium payments have skyrocketed in relation to employee contributions and
the state has required a slew of new benefits that must be covered, which have
further driven up costs.

A Louis Harris and Associates poll, sponsored by the California-based
Kaiser Family Foundation, found that 56 percent of small businesses in Hawaii
cited health insurance as "““a major problem,'' more so than any other
government mandate. And yet, the identical percentage also said they would
support an employer mandate if one were proposed today.

Nearly universal coverage can dramatically improve overall public health,
further reducing spending and leading to a more productive work force. Hawaii
officials cite the infant mortality rate, which is down 50 percent from its
1974 high of 16 deaths per 1,000 births and the state's life expectancy of 78,
the highest in the nation.

When Hawaii adopted the Prepaid Health Care Act in 1974, most of the
state's then-million residents already were insured. The employer mandate was
designed to reach the 17 percent believed to be without coverage, roughly the
same percentage of Americans nationwide who now lack health insurance.

11 employers were required to pay for at least 50 percent of an

wyee's health insurance premiums. But the state law capped a worker's
Cu...ribution at 1.5 percent of wages. A minimum-wage worker in the mid-1970s,
when health costs were much lower than they are now, paid almost one=-third of
the cost of his insurance premiunms.




-

Over the years, insurance premiums skyrocketed, far outpacing the growth
in wages. Yet the 1.5 percent cap remained, meaning that employers were forced
to pay an increasingly disproportionate share.
" “Workers are not being asked to share the burden. There has to be more of
ired responsibility,'' said Russell R. Watanabe, president of a
1 ly-owned flower and floral supplies business in Honolulu.

(Begin optional trim)

State officials concede the point. Lewin, the former state health director
who is now seeking the Democratic gubernatorial nomination, says the cap on
individual contributions should be raised to "~ ~somewhere between 3 percent and
6 percent'' to make the arrangement more equitable.

(originally, Hawaii had intended a 50-50 split between employer and
employee.) .

Watanabe and many other small business owners also complained that the
frequent addition of new and costly benefits such as in-vitro fertilization
and mental health have forced many small business owners to reduce other
benefits, to lay off employees, to hire more part-time workers, or simply to
““throw in the towel'' and close their doors.

(End optional trim)

While Clinton would require employers to pay the premiums of part-time
employees working as little as 10 hours a week, Hawaii placed the cut-off at
20 hours or more per week.

Watanabe and other entrepreneurs said some business owners have attempted
to duck the mandate by hiring part-timers to work only 19 hours a week. In the
Harris poll, three out of 10 companies said they had engaged in the practice
ir the last two years, specifically to avoid the requirement. But state .

cials dispute such claims, noting that the percentage of part-time workers

.he Islands (18.2 percent) is lower than on the mainland (19.2 percent).

(Begin optional trim)

A Government Accounting Office study this year concluded that the employer
mandate in Hawaii "“has not resulted in large disruptions'' among small
businesses. :

Despite such efforts to reach universal coverage in the state, as many as
20 percent of patients who show up at the Waianae clinic are uninsured, says
administrator Richard Bettini.

And it's the same story at the bustling Queen Emma Clinic in downtown
Honolulu. Of the 38,000 patients who visit the clinic each year, one in four
is uninsured, according to director Chuck Duarte.

(End optional trim)

But despite som@ problems in achieving total coverage, officials here
generally agree that the employer mandate is the essential building block of
universal coverage.

““Without it,'' says Marvin Hall, Hawvaii's top private health insurance
executive, ““you are just not going to do the job.''

-END-OF-AUTOBREAK (1) -
-AUTOBREAK (2 ) -FOLLOWS
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Overall Costs Parallel
National Trend but
Premiums Are Lower

demographic characteristics of the communities they serve. In addition,
the representatives are concerned about the centers’ financial viability
under QUEST.

Center representatives believe that some of these problems would be
alleviated if an individual or a group of community health centers could
successfully bid to become a QUEST managed care plan admirustrator.
However. they believe QUEST performance-bond and geographic-coverage
requirements are significant barriers to successful center bids.>*

The cost experience in Hawaii is seemingly anomalous because, while per
capita health care costs are similar in Hawaii and the nation, insurance
premiums are lower in Hawaii. PHCA was intended to expand access to
coverage, but it did not include explicit efforts to control health care
costs.®

Per capita expenditures in Hawaii have been very similar to the national
average since 1974, and both have increased more rapidly than the overall
rate of inflation. The same factors in the health care economy have
influenced this trend in Hawaii and the rest of the nation. At the same
time, however, health insurance premiums are generally lower in Hawaii
than in the nation as a whole and have risen at a slightly slower rate than
nationally.

Hawaii Per Capita
Expenditures Track
National Average

Hawaii’s per capita health care expenditures continue to be similar to
national levels. We reported earlier that Hawaii's per capita health care
expenditures from 1974 to 1982 tracked the national average at the same
time the state widened access to coverage through its employer mandate.®
Similarly, from 1980 to 1991, Hawaii's per capita expenditures for
hospitals, physicians, and prescription drugs tracked the national average

#The QUEST request for proposals requires successful bidders to obtain a $1 million performance
bond for the state to hold as secunty against the proper performance of the contract The bond will be
adjusted according to the number of recipients enrolled. After adjustment. the bond must be sufficient
to cover approximately 2 months of capitated payments. A center representatve esumated that thus
would require a $2 million to $3 milhon bond. Regarding geographic coverage. successful bidders must
accept recipients from all geographic areas on a parocular island, except on the island of Hawau.
which due to its size 1s divided into two geographic regions.

ZHawaii, however. does have certficate-of-need requirements for hospital construction: changes n
service; and ma)or capital equpment purchases, such as magnetic resonance imaging machines.

#Access to Health Care: States Respond to Growing Crisis (GAO/HRD-92-70. June 16, 1992).

Page 8 GAO/HEHS-94-68 Health Care in Hawaii
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(see fig. 1). Between 1980 and 1991, those expenditures increased at an
average annual rate of 9.8 percent in Hawaii and 9.4 percent in the nation.

Figure 1: Hawaii and U.S. Per Capita Expenditures for Hospitals, Physicians, and Prescription Drugs ' 195C-31)
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Same Factors Drive Up
Health Care Costs in
Hawaii and the United
States

In both Hawaii and the nation as a whole, health care costs have been
rising more rapidly than the average rate of inflation for other goods and
services (see fig. 2).%" State officials, insurers, and health care providers
told us that Hawaii is not immune to the factors that have driven up health
care costs nationally. These officials said that administrative costs are high
and rising; wages for health care professionals, particularly nurses and

#Figure 2 uses the rate of inflabon for Honolulu because statewide data are not available. The
Honolulu data are representanve of Hawau's expenence because 75 percent of Hawau's populaton

resides there.

Page 9
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some technical specialists, have risen significantly in recent years; and
medical equipment costs are rising due to advances in technology.?®

Figure 2: Consumer Price Index (C~!) Medical Care Component for Honolulu and the United States Compared to Overali
CPI (1975-93)
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Cost of Medicaid Program
Has Escalated

The cost of Hawaii's Medicaid program has increased significantly in the
past few years. During this period, Medicaid expenditures nationwide also

rose dramatically (see table 1).%

2We reported on the roles of technological advances and admurustrative costs tn the growth of hospitai
costs nanonwide 1n Hospital Costs: Adoption of Technologies Dnves Cost Growth (GAO/HRD-92-120.

Sept. 9. 1992).

®Nationwide, Medicaid enrollment increased by 2.7 million beneficiaries from fiscal year 1990 to fiscal
year 1991; the largest single-year increase in the program since the mid-1970s.

Page 10
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Table 1: Growth in Hawalii and U.S.
Medicaid Expenditures

Flscal year
1990 1991 1992
Hawaii 17% 10% 32%
U.S: 18% 27% 30%

Source Hawai Siate Decanment of muman Rescurces Heallr Care Firancing Ac™ =~ s:°aner
(HCFA)

In fiscal year 1992, Hawaii experienced a shortfall in its Medicaid budget,
requiring the state legislature to appropriate an addiional $64 million to
cover costs. Most of the upsurge in Hawaii's Medicaid costs occurred
because of increased enrollment prompted by expanded federal program
eligibility, Hawaii’s recent economic downturn, and the SHIP outreach
program, which enrolled additional eligible people in the Medicaid
program. The cost per Medicaid beneficiary also increased; from fiscal
year 1989 to fiscal year 1991, Hawaii's average cost per recipient rose_
between 7 and 9 percent each year,? primarily due to the escalating cost
of health care. (See app. [I for additonal information on the costs of
Hawaii's Medicaid program.)

Health Insurance
Premiums Lower in Hawaii

Health insurance premiums are lower and have been rising less rapidly in
Hawaii than in the nation as a whole (see fig. 3). In 1991, annual premiums
for three of the most prevalent health plans in Hawaii—one large-business
plan and two small-business plans—were lower than the U.S. average cost
of $1,604 for comparable coverage by $358 to $396 (see fig. 4). Because the
figure for the national average includes costs for both large and small
companies—and premiums for large companies typically cost less than
those for small companies—the lower cost for the two Hawaii
small-business plans is especially notable. Moreover, insurance officials in
Hawaii told us that premiums for small businesses in Hawaii are not much
different from those for large businesses.

©From 1988 to 1991, nanonwide Medicaid expenditures per capita grew at an average annual rate of
12.3 percent.

Page 11 GAO/HEHS-94-68 Health Care (n Hawall
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Figure 3: Average Annual Increases in
Kaiser Hawaii and HMSA Premiums
Compared to the United States
(1984-92)
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Note: Data for Hawamn are based on annuaiized changes for single coverage plans for 1984-92.

Sources' Kaiser Founcation of Hawar. HMSA, and Foster Higgins Health Care Benefits Survey for

1984-92
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Figure 4: Annual Medical Plan Costs
for Single Coverage in Hawaii
Compared to the United States in 1991
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Several factors may contribute to Hawaii's lower premium costs. One is
the reduced amount of cost shifting in Hawaii. In general, health care
providers pass on the cost of providing uncompensated care to patients
with private insurance coverage. Because relatively few Hawaii residents
are uninsured, the need for people with insurance to cover such extra
costs is minimized. As a result of the state’s requirement that all eligible
employees accept health insurance, healthy people cannot opt out of the
system. Total health care costs, therefore, are spread over wider risk pools
that include both healthy and less healthy people. An additional factor that
lowers costs for many small businesses is the major insurers’ use of

Page 13 GAO/HEHS-94-68 Health Care in Hawaij
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modified community rating for small businesses.?! (See app. III for detailed
information on health insurance premiums in Hawaii.)

Small Businesses
Report Little Adverse
Impact From
Employer Mandate

Most small businesses in Hawaii expressed general satisfaction with the
Hawaii health insurance system. but theyv regard the mandatory provision
of insurance as a burden. We found no evidence that the employer
mandate resulted in large disruptions in Hawaii's small business sector.>*

Preliminary results from a Louis Harns and Associates. Inc. survey of
small businesses® in Hawaii conducted for the Kaiser Family Foundation®
found that taxes and health insurance are viewed as the top two problems
facing small business. Fifty-six percent of small businesses that were
surveyed considered the cost of health insurance to be a major
problem—more than any other government requirement.® However, more
small businesses in Hawaii considered the inflation of their health care
costs to be under control (54 percent) rather than out of control (4¥-
percent).® This is a more favorable view than the view of small businesses
in the rest of the country, 62 percent of which characterized the inflation
of their health care costs as somewhat or totally out of control.

AWhen insurers use commuruty ranng. they base premiums on the antcipated health care ualizanon
of all subscnbers in a partcular geographic area or other broad grouping. Thus contrasts with the more
comumon pracace of expenence ranng. in which insurers base prenuum rates on the medical
expenence of each insured group. The major fee-for-service insurer in Hawaiu uses a system of
modified community raong for businesses with fewer than 100 employees. Small businesses are placed
in one large nsk pool. but their premiums may be adjusted up or down by up to 20 percent, depending
on their ualizauon. For large businesses. however. Hawan's major insurers detertune rates from a
company's expenence. This results in a wider range of insurance prermuums for large comparues. wnh
some large businesses paying higher prenuums than small ones.

¥State officials point to the limited use of a State Prermuum Supplementauon Fund as evidence that
Hawaii's employer mandate has not overburdened small businesses. PHCA established the fund to
subsidize employers with fewer than eight employees. and to pay health care benefits for employees of
bankrupt or noncompliant employers. Since July 1975, the state has paid less than $110.000 from tus
fund. However. bustiness ieaders told us that few businesses knew of the existence of the fund una!l
recenuy, and state officials said that the limutauons on the use of the fund are very resmcave.
Consequently, the use of the fund may not be a good indicator of the effect of the mandate on small

businesses

OThese were businesses with 100 or fewer employees: firms of this size employ over half of the state's

work force.

HKaiser/Hamns Survey of Small Business Owners in Hawaii. 1993 (preliunary findings).

¥QOther requrements include worker's compensanon. unemployment compensauon, and occupanonal

safety and health requirements.

¥Forty-six percent of the comparues surveyed in Hawau considered health care cost inflanon to be
somewhat under control and 8 percent considered these costs to be completely under control.
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Premium History of Prevalent Insurance
'ans in Hawaii (1984-93)

Kaiser* Small Business PlanB  HMSA® Small Business Plan 4 Kalser* Large Group Plan B

Monthly Percent Monthly Percent Monthly Percent

premium change premium change premium change
1984 $52.92 $47.52 $52 92
1222 67 92 28 34%: 2752 C 0C% 67 92 2€ 323
EPE 6162 928 5572 17 26  B162 928
1oe- 63 88 367 64 70 16.12 63 88 3i67
#9ES 66 24 389 7312 13.01 66.24 369
*383 72 68 972 87 58 19.78 72.68 972
*29C 9G 36 24 33 94 62 804 90 36 24 33
1991 10C 70 1144 101 58 736 103.80 14 87
1992 107 20 6 45 109.72 8.01 117 65 13 34
ek 115.49 ) 128 38 17 01 130.49 10 91

NOte Al Srem.ums are 'Cr nCiviCud SSverage
3Kaiser Fourgaticn Heaitn Pian g
‘Hawan Mea.cal Service Assscalo”

Source Kaiser Founcation Hea'th P:ar 3n3 Hawau Medical Service Association

Page 46 GAQ/HBEHS-94-68 Health Care {n Hawali



Amevrica's Health Care
Safety Net

Emergency Medicine:  _
1968-1993 and Beyond |

i (6 [ F

L5

ANNIVERGARY
1968 —198393

American College of Emergency Physicians




a major portal of entry into the health care system for abused

~hildren;'® as many as one-third of all female emergency patients
1ve been battered.”* AIDS, drugs, and alcohol also are taking their
oLl

In a 1991 Michigan Hospital Association survey, researchers
found that nearly five percent of the emergency department
patients studied were victims of violence-related trauma from
gunshot wounds, stab wounds, personal assaults and/or sexual
assaults. Nearly six percent of the visits had alcohol and/ or drugs
listed as a possible cause.

In other areas, the percentage is far higher; in Los Angeles,
roughly half of those with serious traumatic injuries have been
stabbed or shot. At Philadelphia’s Albert Einstein Medical Center,
three-quarters of those screened at the trauma center tested pos:-
tive for illegal or prescription drugs. -

In New York, which heralded many of the dilemmas
now facing emergency departments nationswvide, the number of
inpatient beds required by AIDS patients doubled between 1985
and 1987 and has continued to increase since then. In 1990,
researchers estimated that New York would need four addi-
tional 600-bed hospitals by 1994 just to accommodate AIDS
patients.* While the average hospital stay is around eight days,
the typical AIDS patient remains between 20 and 30 days.>

In 1990, there were 92 million ED visits to the 93.4 percent of
hospitals with emergency departments, compared to 30 million 1n

965. Atthe same time, the overall number of hospitals fell from
,123 to 6,649.~

OVERCROWDING THREATENS EMERGENCY CARE SYSTEM

“The patient visiting an emergency department may have to
sit in a drafty corridor along with 25 or 30 other outpatients. He is
cared for in facilities that long since have passed their point of
efficient use -- facilities frequently designed for one-half to one-
third the present volume of patients encountered,”” said a reportin
the November 1, 1966, Journal of the American Hospital Association
(JAHA). “This naturally results in harassment to the professional
and technical staff, who, under the best of circumstances, find it
difficult to keep pace with the ever-increasing numbers of patients
they serve.” # .

Public demand and the influence of a growing number of
emergency specialists led to dramatic improvementsinconditions
in emergency departments throughout the 1970s and early 1980s.
But by 1988, emergency physicians began reporting conditions
much like those described in 1966, though the causes were quite
different.

Many of North America’s major urban centers report frequent
overcrowding, but the problem is not just urban; emergency
physicians in rural states report that overcrowding affects them as
well. The General Accounting Office reported that between 1985
and 1990, emergency department caseloads increased more than
19 percent, while total hospital admissions decreased by seven
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percent. The rates of increase were most pronounced in rural areas
and smaller hospitals. *

According to a 1988 report from ACEP’s New York chapter,
produced in association with ACEP, overcrowding results from a
shortage of health care professionals, both nurses and emergency
physicians; increased use of the ED for hospital admussions; high
numbers of inpatients; increased number of poor and/ or uninsured
patients; inpatients waiting for nursing home beds or home care;
hospital and/or emergency department closures; AIDS patients;
and drug abuse. ¥

In some overcrowded emergency departments, admitted pa-
tients are forced to queue up while waiting for bed space as
inpatients. In a 1988 survey of public hospitals and teaching
hospitals, researchersreported three-and-a-halfhour averagewaits
for a floor bed, and nearly three-hour average waits for an inten-
sive care unit bed. The maximum wait for a floor bed was 25.3
hours, and for an ICU bed, it was 15.7 hours.**In 1990, one in three
hospital EDs nationwide reported a delayv of four hours or more in
transferring some ED patients to inpatient beds. *

The waiting time for walk-in patients in emergency depart-
ments has grown tremendously in the past 20 years, and some
patients leave without receiving care. In a study published in 1971,
patients waited an average of one-half hour to see an emergency
physician.* By 1978, a majority of patients in one study waited
more than two hours to see a physician, and about one percent
walked out before being seen. ¥ -~

Two reports published in JAMA in 1991 addressed the impact
of waiting times on emergency care, and found that patients who
left the emergency department without being seen by a physician
were generally as sick as those who stayed.* In one study, about
eight percent of patients walked out without receiving care after
waiting more than six hours. Forty-six percent of those patients
were judged to need immediate medical attention, and 11 percent
were hospitalized within the next week.®

In major metropolitan areas, overcrowding frequently forces
hospital EDs to divert incoming ambulances to neighboring facili-
ties. Two-thirds of non-rural hospitals that responded to a 1992
survey by the United States General Accounting Office diverted
incoming ambulances at least once in the preceding year. Twenty
percent diverted ambulances 25 to 100 times.™

While ambulance diversion is an indication of crisis-level
overcrowding in urban areas, the infrequency of the practice in
rural hospitals should not be viewed as reassuring, according to
Arthur Kellermann, M.D., recently appointed director of the Cen-
ter for Injury Control at Emory University and the former medical
director of the emergency department at the Regional Medical
Center in Memphis, Tenn.

"Many of these rural hospitals are the only game in town," Dr.
Kellermann says. "Ambulance diversion is not a realistic option
when your community has only one ambulance and the next ED
is 30 miles away."

Emergency Medicine 1968 to 1993 and Beyond



INADEQUATE INSURANCE IMPACTS EMERGENCY CARE

According to the TAQ, the grow thin ED use between 1983 and
1990 was most often attributed to the number of people without
health insurance and those whose medical care 1s not fully rerm-
bursed, such as Medicaid patients. At the same time, there was
little growth, if any, in ED visits by patients with private insurance.
The report cautioned that this disproportionate growth mayv make
it dufficultforhospitals toabsorboroffsetlossesdue to unreimbursed
ED patient care costs.®

A 1992 review of billing data from 33 Florida hospitals found
that the average collection rate for emergency physicians was 59
percent. One-quarter of all emergency patients never made a
single pavment to the emergency phvsician for their care.™

"Both hospitals and emergency physicians are facing a crisis
because they are being asked to provide more care in the ED with
dwindling resources,” savs Dr. Robert Williams, 1992-93 ACEP
president. "It threatens the ability of every American, with or
without insurance, to get emergency care when they need 1t.”

The costs and headaches involved in operating trauma centers
are already driving some hospitals out of the business. The Ameri-
can Hospital Association reported that in 1990 there were 446
fewer state—ertified hospital trauma centers than in 1985, al-
though there are some signs that this trend may be reversing.*

STRESSFUL CONDITIONS LEAD TO BURNOUT

Problems such as AIDS and violence are changing the prac-
tice of emergency medicine in other ways as well. [n a survey of
ACEP leadership, 37 percent of respondents reported that violent
incidents occurring in theemergency department had increased in
the past two years, and nine percent reported that the threat of
violence hampered their ability to recruit medical staff.®

According to Diana Williams, M.D., who practices at MacNeal
Memorial Hospital in Berwyn, lll., a Chicago suburb, "AlIDS has
affected the way we practice and is keeping people from choosing
emergency medicine as a career.

“It used to be, if a young person would come in nearly dead,
you wouldn’t stop for anything as you tried to save him. Now, if
there’s a tear in your glove, you haveto stop to change your gloves
before you can go on.”

Adds Dr. Anderson Jr.: “AlDS and tuberculosis are giving
people pause. On the other hand, vou have to understand that the
breed of emergency physician is a different one. The excitement,
variety and challenges are very appealing.”

This intimate view of society’s problems, coupled with high-
stress, intense work and rotating shifts, leads to another problem
in emergency medicine: burnout. One expert has estimated that
two-thirds or more of emergency physicians suffer from some
level of bumout.

T I

“It used to be, if a young
person came in nearly
dead, you wouldn’t stop
for anything as you tried
tosave him. Now, if there’s
a tear in your glove, you
haveto stoptochangeyour
gloves before you can go
on.”

Diana Williams, MD
_ I
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ever, neither the patient who seeks care in the ED, nor the emer-
gency physician providing care, should be penalized as the patient
learns how to use a managed care svstem, or as the patient defines
his or her particular medical problem as an emergency.” *

PRIMARY CARE IN THE EMERGENCY DEPARTMENT

One of the biggest questions emergency medicine must an-
swer 1s how it should handle the large number of patients who
continue to visit the emergency department for non-emergency
care."Thefactis,” savs Dr. Anderson Sr., “that for a large segment
of the population, the only care they get is care in the emergency
department.”

The issue of whether emergency departments should see
patients with minor conditions is an old one; researchers 1n the
1950s recognized that increasing numbers of patients without
acute problems were using the emergency department, rather
than a personal phvsician. By 1966, according to a study in the
Journal of the Amcrican Medical Association (JANA), between 42 and
46 percent of patient visits at a variety of hospitals could be classed
as “non-emergent.” ** A study of 1990 ED wvisits found that 43
percent were for "nonurgent” conditions.>

All emergency departments see some patient problems that
could be categorized as “non-emergencies,” and some report that
up to two-thirds of their patients could have been seen byprimary
care physicians. An emergency department in Sacramento, Cah-
formia, saw 22,390 walk-in patients during the last six months of
1988; of these, 41 percent were triaged to the main ED, 20 percent
to the pediatric acute care clinic, and 20 percent to the adult minor
emergency clinic. The rest -- 19 percent -- were classed as non-
emergencies and were referred elsewhere. Of the non-emergency
patients, back pain and joint pain were the most common com-
plaints.

“We conclude that selective triage criteria can be used to send
large numbers of patients awayv from EDs,” the authors wrote.
““More than 99 percent of these patients cooperated with the
system, and they appeared not to be harmed by this system. Using
such a system, ED resources can be focused on patients who
actually require immediate care.”” >

But other emergency physicians are vehemently opposed to
the concept of “triaging out” of theemergency department. Many
cite studies showing that patients who leave the emergency de-
partment without treatment are just as sick as those who remain,
and argue thatitis often difficult or impossible toexclude a serious
problem at the triage desk. Others point to a report by the GAO
which found that 42 percentof the patients whose conditions were
classified as nonurgent had no primary care provider.”’

““The emergency department 1s the only site of care mandated
by law to evaluate anvone who -presents for care,” said Dr.
Kellermann. “‘Patients know thev can count on us when the chips
are down. Refusing care in the ED sets a dangerous precedent,
especiallywhenweknow that many of these patients cannoteasily

Emergency Medicine 1968 to 1993 and Beyond



getcare elsewhere. Do we really want them to stay at home until
they are critically ill? I don’t think that’s the answer.”.

Dr. Kellermann maintains thatsociety must reform the health
care system so that patients have someplace else to go for care. “’In
my view, we have two options — provide patients with affordable,
accessible care in more traditional settings such as doctors’ offices
and primary care clinics, or develop cost-effective systems to
provide critically needed care and preventive services in the ED.
To date, our health care system has failed to provide the poor and
the underinsured with adequate access to primary care. That'’s
why these patients have tumed to emergency departments for
care.”

Dr. Diapa Williams agrees. “"We need to educate parents
better about how to take care of, for example, vomiting and
diarrhea in a one-vear-old. We need to educate parents about
alternatives, more appropriate sources of primary care.”

Dr. Wiegenstein, who has practiced emergency medicine for
more than 25 vears, thinks that some primary care patients will
always be seen in the emergency department. ‘“Health care reform
needs to provide incentives to attract more physicians to primary
care, but it’s unlikely that primary care physicians will ever be
available 24 hours a dav.”

SUBSPECIALIZATION IN EMERGENCY MEDICINE

Emergency medicine is not just "emergency department medi-
cine.” The delivery of acute, episodic care encompasses areas of
medicine including disaster response and toxicology. ACEP
membership sections cover such areas as pediatric emergency
medicine, disaster medicine, rural emergency medicine, health
policy, and emergency medical services.®

Subspecialization, in which emergency phvsicians complete
additional training in one narrowly defined area within the spe-
cialty, is also increasing. The American Board of Emergency
Medicine and the American Board of Pediatrics jointly offered the
first certifving exam in pediatric emergency medicine, November
1992. A subspecialty in toxicology is also being developed.

The trend towards subspecialization is attracting mixed re-
views from some emergency physicians. Some, like Dr. Diana
Williams, believe it’s good for thespecialty: ““Ilove to be able to talk
to one of the toxicology people.”

Others, however, don’t want too much subspecialization,
because it could fragment emergency medicine. ““It’s cause for
some concern,’”” said Dr. Anderson Jr. ““We wart to be cautious
about losing emergency medicine in the headlong rush towards
subspecialization.”

Still, the trend could slow fairly quickly. Dr. Craves says that
emergency medicine is limited tn the number of subspecialties it
can spin off. “I don’t see a lot of new subspecialties other than the
ones that exist.”

T s

"Refusing care in the ED
sets a dangerous prece-
dent, especially when we
know that many of these
patients cannot easily get
care elsewhere. Do we re-
ally want them to stay at
home until they are criti-
cally ill? 1don’t think that’s
the answer.”

Arthur Kellermann, MD
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National Hospital Arﬁbulatory Medical Care Survey: 1992

Emergency Department Summary
by Linda F. McCaig, M.P H., Division of Health Care Statistics

In December 1991, the National
Center for Health Statistics inaugurated
the National Hospital Ambulatory
Medical Care Survey NHAMCS) to
gather and disserainate information
about the health care provided by
hospital emergency and outpatient
departments to the population of the
United States. Ambulatory medical carc

3 the predominant method of providing
aealth care services in the United States.
Since 1973, data have been collected on
patient visits to physicians’ offices
through the National Ambulatory
Medical Care Survey (NAMCS).
However, visits 10 hospital emergency
and outpatient deparntments, which
rcpresent a significant segmenl of total
ambulatory mcdical care, are not
included in the NAMCS (1).
Furthermore, hospital ambulstory
patients are known to differ from ofbce
patients in their demographic
characteristics and are also thought to
differ in medical aspeccts (2). Therefore.
the omission of hospital ambulatory care
from the ambulatory medical carc
databasc leaves a significant gap in
coverage and limits the utility of thc
current NAMCS data. The NHAMCS
fills this data gap. This survey was
endorsed by thc American Hospital
Association, the Emergency Nurses

Association, 2nd the Americaa College
of Emsrgency Physicians.

This repcn presents data on
emergency department (ED) visits from
the 1992 NHAMCS, a national
probability survey conducted by the
Division of Health Care Statistics,
National Cenlter for Health Statistics,
Centers for Disease Control and
Prevention. A forthcoming report will
provide data on visits to outpatient
deparuments.

The estimates presented in this
report are based on a samplc rather than
on the entire universe of hospital ED
visits, Therefore, they are subject to
sampling variability. The techrical notes
include a brief overview of thc sample
design uscd in the 1992 NHAMCS and
an explanation of sampling crrors. A
detailed description of the 1992
NHAMCS sample design and survey
methodology will be published

The ED Patient Record form is used
by huspitals participating in the
NHAMCS to record information about
patient visits. This form (figure 1) serves
as a referenc: for readers as thev review
the survey findings presented in this
document.

Patient characteristics

During tac 12-month period from
Januarv=December 1992, an estimated

89.8 million visits were made to ED’s
of non-Federal, short-stay, or general
hospitals in the United States—about
35.7 visits per 100 persons. ED visits by
patient’s age, sex, and face are shown in
table 1. Persons 75 ycars of age and
over had a higher ED visit rate (55.8
visits per 100 persons) than pcrsons in
the five other age categaries. Females
made 51.9 percent of all ED visits, - -
There was no signiticant difference in
total visit rates by sex

White persons made 78.5 percent of
all ED visits, with black persons and
Asian/Pacific Islanders accounting for
19.1 pereent and 1.6 percent,
respectively. The visit rate for black
persons was significantly higher than for
white persons overall and in thc
following age categories: 15-24 years,
25—44 ycars, and 45-64 ycars.

Emergency department visit
characteristics

The largest proportion of ED visits
were made in the South (32.9 percent);
the Midwest bad a higher ED visit rate
(42.0 visits per 100 persons) than the
West (31.5 visits pcr 100 persons)
(table 1).

Urgency of visit

The majority (55.4 percant) of ED
visits were not urgent and 44.6 percent
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Figure 1. Patient Record form,
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Table 1. Number, percem distribution, and annual rate of emergency departmant visits with cormresponding standard errocs by selected
patient and emergency department charactaristics: United States, 1992

Number of Standsd Swancary Number of
ViSits in emor Percont error of visis per 106
Charactenstic thcusands mousands di. Tiution oercent 0975CNS PO’ year
All visite L PR 89.796 3.202 100.0 : 57
Patien characierishc 'y

Age:

LinOere] SIy@Breh s R S R R 22,523 1.485 25.1 13 39.9

15-24 VBArGE. , - .., -5 000 ik Bl o 14,848 b 16.5 04 3.2

2544 YBATE . Gl ey 6 o o e mledsl e B 27.240 1.097 303 0.7 335

464 years. ... .. .. ...... .. ; 12,509 - 528 139 0.4 258

65-74years. . ..... . ..... s O 5.806 267 6.5 0.2 314

7Syearsandover . . ... .. ......... 6.871 313 7.7 03 ss8

Sex and age:

£ amaloReMErm i S —Srk 48,612 1,688 519 04 36.1
Under1Syeaxrs .. .............. 10,196 640 11.4 0.6 370
15-24 years . e d's - ~a. 8,051 421 8.0 03 ¢6.6
2544 years . . PRI e S 14,045 915 15.6 04 34.0
4564 years ..., . ... by i 6.629 302 7.4 03 263
€5-74 years . . . . iyt 3,350 175 a7 0.2 328
75yearsandover. . . - ... 4,342 216 4.8 02 56.4

Male F ¥ Moy op  Cplath ek BEES 43,184 1.605 48.1 o.¢ 353
Under 15 years . . . . . B AP U 12327 878 1.7 0.8 @7
15-24Y8ar5 ... ... 6.797 338 76 0.2 B8
2544 yBArS . . ... 13,195 580 14.7 0.4 33.0
4564Years . . ... .......... - 5.880 279 6.5 0.2 252
65-74years .. ............. L E 2.456 121 27 0.1 297
75 yearSAnOCVEr. . ... ... ... .. 2529 148 28 0.1 54.8

Race 3w age

WIReRLL N . e e 70,478 3.008 a.s 1.3 33.6
Under 15y@ars - .. ... ooovnennn.. 16.878 1.028 18.8 0.8 - TIs
15208 vears Mool SREAT U LR 11,538 628 129 0.4 22 ~"
25=dalyearsy. . .. ..o A L0, 20,579 945 29 0e 30.4
Seayears ... TR 10,134 a7 1.3 0.4 243
GS=74IyORTE,. . N L REE L W D L 5.017 52 S.6 02 30.7
7Syearsand over. . . . ... ... ... ... 6.272 208 7.0 03 6.2

BlackEsmmen o Leaestt. UL TR 17,150 1.082 19.1 1.2 545
Under1Sysars . . ... ........... 5.132 761 57 09 57.3
15-24 y@afS - . . i hie e ol 2877 214 3.2 02 56.4
5—4ayears .. ... .... Ay 5.840 437 65 0.5 §9.8
S6d4y0ars .. 2,11 180 2.4 22 423
€5=74YEArS . .. ... ............. 685 T oa 0.1 416
75 years and over. ., . .. Ja- R E -1 505 64 0.6 0.1 5.7

All other races:

Asian/Pacific 1sianger . . .. ... ... oy 1.400 247 1.6 03 -—

Amencan IndlarvEskimo/Aleut. . . . . .. ., ., 789 315 *0.9 04 -

Emergency department charactensuc

Geographic reglon:

Nomheast . ... ... 16,850 1.108 18.9 12 338

Migdwest .. L., S S ) e 25,790 2,051 28.7 19 42,0

SOUM IR RN S s A Kl o o o 28.542 1778 329 18 35.0

WBSTE ¥ vy A0, Lo L e e 0 S 17515 1.546 195 16 315

Based on U.S. Bursau of the Cendus estimatea of the civillan, nor jonalired population of the Unhad Statas a5 of July 1, 1992

were urgent/emcrgent (table 2). When than 15 years of age. There was no (table 3). Eighty-seven percent of all ED

compared with all other age catcgories,  siguificant difference between urgent or  visits were first visits for the presenting

persons 75 years of age and over had nonurgent visit rates by sex. problem.

the highest urgent visit rate (36.6 visits e e et ni 1§

per 100 persons). Persons 15-24 years yResatviail njury-related visits

of age had a higher rate of nonurgent The majority of ED visits A visit was considered to be

visits (263 visits per 100 persons) than  (S8.S percent) were made for illness and  injury related if “injury, first visit™ or

any other age group except childrea less 35,2 percent were made for injury “injury, follow-up” was recorded in

~nn fFh
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Table 2. Number and annual rate of urgentemergant and nonurgent emergency department visits with correeponding standard errore by

patient's age, sex, and race: Unhad States, 1992

Numbder of
Number of Number of nonagent
Number of Sranoerd urgent viss neonurgent Standard visits per
= urgent Jsilts i & in per 100 persons Visits in emor in 100 persons
Pailent characieristic thousancs mMeusands ier year thousands thousands per yoar’
Al urgeriVemangent wists. . .. . . . . 40.079 1.803 158 48,718 2.175 19.8
Age
UNGEra1STyeals "i. Litnrg NS N IR o 8374 1,930 18.7 13,649 756 28.2
15-24NVearaS . . . Far. . e LT 5.300 35 16.9 9,048 499 26.3
254d4yaRr6. ... ... ... .. 11,080 - 514 13.6 16,160 818 19.9
A5T6d yBarsy .0 L, S e s 6.379 321 13.2 6.131 334 12.8
65=74years. . . . ........ 344 199 18.6 2371 164 128
75 yeers and Over . . . 4,513 236 36.8 2,358 148 19.4
Sex and age
Famaie 20.338 904 18.7 26.275 1,216 20.3
Unaer 15 years. 3.842 418 139 6,33 348 23.1
15-241years . ool i i ) e 2.3%2 213 17.3 5.059 288 233
oA YBRIS L, L, L. SR e 6,573 285 138 B.472 434 205
45-64years. . .. ... ... ... 3.158 174 125 3.471 26 138
65~74years.. .. ............. . 1,343 14 18.1 1,407 19 138
75 years angdover . . .. .. ... 2,823 161 3.7 1,513 106 19.6
MAUSEF Sl % T T A= LT 19,741 948 16.2 23,443 1.067 19.2
Linders EVears . ¥ 0 U EN L SRS, Ee 5,031 628 17.4 7,296 448 253
L T T Somnu 0 B 4 e (Bm o oo 2.807 181 16.9 3,990 241 233
2544years. . . ............... 5,508 258 13.8 7,689 422 192
45_647years: o o0 L L ey iR TR 3.220 167 138 2.660 164 1.4
65-741years SN SRR RN 1.492 109 18.0 964 74 "7 __
Syearsandover . .. ... .......... 1,684 107 8.5 848 7 Y
Race anc age
WIS 3]s & e biwiaia s /o elnm e 32.097 1.6680 15.3 38,381 2.005 1823
UngeriSyears. . .. ............... €,623 589 14.7 10250 684 228
15-24yelrs. ... ... .... 4,682 325 17.0 6.936 437 25.2
25=44%years W T e L | 8.473 4s2 125 12,108 692 179
4= ATy ars . L W s o e §,20€ 300 12.5 4,928 286 11.8
65—24 yaarsREPEEE. S e LR . 2997 180 183 2020 160 123
7Syearsandover .. .. ............ 4.131 222 37.0 2,141 143 19.2
2157 3 0 0% 0ucy AN o A &k 5 I M B, d o 7188 c<<] 28 9,932 7c3 31.8
Unger1Syears. . . . ... .. ... 2,087 831 233 3,045 330 34.0
15220 vaars Bl I 1,080 9 202 1,847 178 36.2
254 41yearsy - . A . 2271 101 23.2 3,569 307 36.4
45-B4years. . .. ... ... ... ... 1.035 108 0.7 1.076 m 21.6
CEHOTTTE0 sbiaa bcio b 0"a3%0 0o ad'd 396 58 4.1 288 40 17.6
7SyaRBand over . ... ..ol 339 51 347 166 25 17.0

‘Basad on US. Bueay of Ms Cerms csuraucs of the ovikan.

item 9. Almost 31.6 million ED visits
wcere made for injury (table 4). Persons
15-24 years of age had a higher
injury-related visit rate {18.9 visits per
100 persons) than persons in each of the
other five age categories. Males had
higher injury-related visit rates (14.8 per
100 persons) than females (10.5 per 100
persons) overall and in each age
category exceprt for 65-74 years and 75
years and over, where females had
higher rates. There was no significant
diffcrence between injury-related visit

rates by racc However, black people
had a higher rate than white people
amorg persons 2544 ycars of age,
while whitc pcople had & higher rate
than black people in the 75 ycars and

over age category.

Cause of injury

Up to three extcrnal causes of
injury are coded and classified according
to the Jnternarional Classification of

Diseases, 9%; Revision, Clinical
Mod;fication (ICD-9-CM) (3).

noniNUTUY NGa'2ed DL Uadon ¢f The Untod Stres a2 of July 1. 1882,

Displayed in (able S are ED visits
by the first-listed cause of injury using
the major cause of injury categories
specified by the ICD-9-CM. *Other

accidents’ was the most frequently

recorded cause of injury and represcoted
35.8 percent of visits in which a cause
was reported. Accidental falls

(26.6 percent) and motor vehicle
accidents (14.3 percent) were also

prominent on the List.



Advance Data No. 245 « March 2, 1994 5

Table 3. Numbhar and percent distribution of emergency department visits with

corasponding standard errors by major reason for this visit United States, 1992

Numbper of Standard Stanaard

Vigiss in arror i Perce eror of

/st characteristic thousaras thousaros distribinon vercent

AN viSRE W e . N R S 89.79€ 3.202 100.¢
Major reason for this visit T

AL AINASS ViSHS & - .« cv - e e e ile e e ale e s 52.528 2128 sa.t 0.9
liivess, firstvisit . . . .. ..., . ..., ..., 49,691 2.033 55.% 0.8
liness. follow-wp . . .. ... ... ... 2,137 228 e . 02
Alnjurywviss . .. ... .. ... ... 31.867 . 1,210 5.0 0.7
Injury, frst visit . . . - RS e 28.389 1,046 3.6 0.7
Injury, RIOW-YD. - . . .. .. ... ... 3,178 241 34 c.2
Allvisng forotherreasons . . . ... ...... 4,430 511 4.9 0.6
UAKAOWN TR RS o e el et 127 166 -~ 0.2

Table 4. Number, percent distribution, and annual rate of Injury-related emergency
department visité with corresponding standard errors by patlent's age, se:, and race:

United States, 1992

Number of  Stanaard Stancard Number of
visiza in 670r M Percent ermor of visits cer 100
Palient enaracteristic thousands thousands distibunon  percent  persons er yea*'
Ali injury-related visits . . . .. .. .. 31,567 1.210 100.0 126
Age

Under 1Syears. . ............ 8.162 428 rix-) 0.9 145
15-24Y€AMS. . - . .. ... 6,489 307 206 05 15.9
@5=44jyears’ Ji Fona LR e 10,500 446 333 0.6 129
45-64lyears' AL L e L B KR 3.681 207 1357 0.5 o

65-74YQArS: . . dro. . oa e . 1.305 o8 4.1 03 hAl
75 yearsandover . .. ......... 1,430 100 4.5 0.3 1.6

Sex and age
HInE 0 5 068 2 6 6% na's H ook an 13.540 539 4.9 06 125
Wnceriigivearal h. N S0 L 3.290 181 10.4 0.4 159,
(:S=244years AL tey . i . B 2.042 148 a7% 03 14.1
IS A T30 ol 0o oo 66 4,305 237 1.6 0.6 10.4
464yBars. .. ... ... 1.647 101 5.2 03 6.5
65-74years. . . ............. 852 69 27 02 8.4
7Syearsandaver . . .. ... ... .. 1,004 bad 32 02 130
Malel s T . e el 18,027 73 57.1 0.8 14.8
Unger1Syears. . . ... ........ 4,872 278 154 0.6 16.9
t5=2dlyears L. Ll D gl A 4,048 208 12,8 0.4 23.7
PSuEALVBAIS TS, g'a . 5L 6.195 280 19.6 0.6 15.5
A4S edvesrs = . (1L WL A0SR E 2,034 151 6.4 04 8.7
65=74lyenrs e S Lo Rh N 453 49 1.4 0.1 5.3
75years andoOver . .. ... ...... 426 S0 13 0.2 32
Race and age

Wrine St Mew e iy RS e T8 11 " 262m 1.180 83.2 1.1 125
UnGer 15yers. . . ... ........ 6.794 372 21.5 0.7 151
15=24)yearsist. L n e . 5.458 233 17.3 0.5 139
Y SdIVRRre ™ OF U . Ty . 8,405 418 26.6 0.7 124
45-6dyears. . .. ... ... .. 3.096 197 9.8 0.5 7.4
gE_2dlydars #a UL LTl T 1.160 <] 3.7 03 74
75years anaOVer . . . . ... ... 1.359 101 4.3 0.3 122
[ZEF co'a SlosacSialk) o B oxiid et 4,556 304 14.4 1.0 14.5
underiSyears. . . ........... 1214 138 3.8 05 13.8
15=24Jyears Soimi = ey . - 903 a2 29 03 17.7
2544 y0ArSy... i . L ce e 1.783 151 S8 0.5 18.2
4SBAyears. . . .. ... ... .. 490 61 1.8 02 9.8
65-74y8ar8. . ... ........... m P 0.4 0.1 68
7Syearsandover . .. ... ...... 54 12 0.2 00 53

8asec on U.S. Buresy of 3w Cermun extimatas of e cWIAN, norrain/ionalizd papulxtion of te Uniied Sues 85 of July 1,

1992

'nn

LRLS AC+8D

Alcohol- or drug-related problem

Over 2.7 percent of ED visits were
recorded as being alcohol related and
1.1 percent were drug related (table 6).
For injury-related ED visits. the
proportion of visits that were alcohol
rclated (3.6 percent) was higher than
that for noninjury-related visits
(2.3 perceant). The most commonly
tecorded principal diagnosis for an
alcohol-rzlated ED visit was alcohol
abuse. and for a drug-related visit it was
“poisoning by other and unspecified
drugs and medicinal substances.”

Reason for visit

In item 11 of the Patient Record
form, thc patient’s (or patient
sutrogate’s) “complaint(s), symptom(s),
or other reason(s) for this visit (In
patient’s own words)” is recorded. Up
to three reasons {or visit are coded and
classified according to A Reason for
Visit Ciassification for Ambulatory Care
(RVC) (4). The principal reason is the
problem, complaint, or reason listed first
in itcm 1la of the ED Patiemt Record
form. szl

The RVC is divided into eight
modules or groups of reasons as shown
in table 7. More than 71.3 percent of all
visits were made for rcasons classified
as symptoms with general symptoms
accounting for 15.2 percent of all visits
and symptoms referable to the
musculoskelctal system accounting for
14.8 percent.

The 20 most frcquently mentioned
principal reasons for visil, representing
46.3 percent of all visits, arc shown in
table 8. It is important to note that the
rank ordering presented in this and other
tables may not always be reliable
because near estimates may not differ
from each other due to sampling
variability. *‘Stomach and abdominal
pain, cramps and spastos’™ was the most
frequently mentioned reason for visit
overall (5.5 pereent). while *laceration
and cuts—upper extremity” was the most
frequcntly mentionsd reason for visit in
the injury module (2.6 percent).

Principal diagnosis

The principal diagnosis ot problem
associated wilh the patient's most

eeCT +8/817/.0
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Tadle 5. Number and percent distribution of emergency deparunant visits with corrasponding standard errors by causs of Injury:
Unlted States, 1992
Numoer of Standard Swndare
visits in o7 in Percant arror of
Cause of injury and € coge’ thousands thousands disoibunon pemant
Alivistswithan Ecode entered . - . ... . ............. + «<e:" oenn 28,812 1.127 100.0
Otherlacoidants s, Jii. . einmee o o= B8 K S et e . E916=-€928 10.309 477 358 0.7
Accid gemal fRllE el T, B L0 e S P N L e L L . EBBO-E583 7.665 348 26.8 0.8
Motor vehigie accidents. tratfic and nomramc. ................. . E810-£825 4,130 196 14.3 0.5
Homicide and injury surpesely inflicted by ctherpecsons . . .. . .. ... . . ES60-€x9 1.583 19 54 (X}
Accidents due to natural and environmertal factors . cvee . . . ESOO-€30D 1.374 10 4.8 03
Accidents caused by submermon, suffacaton, and torelgn tnm‘as ......... E910-£915 1.040 &4 36 0.3
Other 1080 VB @0OBIMTE . . . . - .« . o o eee e et EA26-EB29 635 bal 22 02
Sumgical and medical procedures 88 the cause of abNoMa! redcion
of catem of i3ler comPhcaton withoul menon of misadventure
artheitime (ol orocadt e 1 T o s T Ny = e i L g s EQ78-E879 404 48 1.4 0.2
Drugs, madicinal and biological sumﬂam.es causing advese eflets
n|Yierapeuticjuse JEEREamLC. IENINELN e g T A e ES30-£349 370 2 1.3 02
ActiCenta) personing by drugs. medicinal substances, and biclcg:cals. . E8s50-€858 332 S0 1.2 0.2
Actidental pasoning by ather solid and iiiuid subsiances gases. and vaoc . . EBGO0—E568 192 35 0.7 0.
Sukcide and sell-mflictad Ijury . . . ... L ... .C850€959 160 38 06 0.
Accdents cassad by fre and fl8MeS . . . .. .. . . ... EB80-=699 127 25 0.4 0.1
Uatalaffectsiolaccioemal iUy RS Bt g T e e TR ES29 52 13 02 0.0
lapery undelermined whether acode™ally or purposely inficted . . .. . . .. . . . E980-EA69 39 10 0.t 0.0
(E B0k Do e o R A o e T o 8 o T ey ol RS oy oy L5053 1 e Y 109 21 0.4 0.1
Unimowrl 0% - "3 D D SNt o0 S e e ol TR fe 31S 45 1.1 92

'Based on Me imematic i ClaxsBaaron of D\eesses. I Aevein, (inict! Modficato) 1CO--OV) ).
dinciudes rmimay accidents (EF00-EEQ7); waller oampon acmiderts (EE0—EB3S): air and spIce Tarmpon acidents (EBAC-E645): vaimicle scodents nol 6150wnery dazzifahie (EB46-EB43):
MPEVOMITS Io adliencs dunmy sugical and MeG 091 care (EATO-E£76); kgl Interven Je/T TES7U-EITE]T amd njury MSRING Yom 0parToe of war (EIB0-EG99)

Sincivae wweodadie E cotes ana Hegoc € codes

‘mportant reason for visit and any cther
significant current diagnoses are
recorded in itera 12. Up 1o three
diagnoses are coded and classified
according to the ICD-9—CM (3).
Displaved in table 9 arc ED visits by
principal diagnosis using the major
discasc categories specified by the
ICD-9—CM. Injury and poisoning
accounted for 32.7 percent of all visits,
and diseases of the respiratory system
accounted for 12.1 percent.

The 20 most frequently reported
principal diagnoses are shown in
table 10. These are categorized at the
three-digit coding lcvel of the
ICD-9-CM and account for 38.4 percent
of all ED visits. The most commonly
rccorded diagnosis was suppurative and

unspccified oritis media, occurring at
3.5 peroeat of all visits.

Diagnostic and screening services

Statistics on various diagnostic and
screening services ordered or provided
by hespital staff during an ED visit are
displayed in :able 11. Approximately
87.9 percent of all ED visits included
onc or more :Jiagnostic or screening
service. The rmost frequently mentioned
diagnostc scrvice was blood pressurc
check, recorded at 73.7 percent of visits.
Other frequently mentioned services
included other blood test (28.7 percent),
chest x ray (16.8 perccnt), urinalysis
(13.2 percent), and extremity x ray
(15.1 percent).

Table 6. Number and percent distribution of alcohel- or drug releted emeargency
depsrtment visits with corresponding standard errors: United States, 1892

Readers should note that for #t€ms
8, 15, 16, 18, and 19, hospital staff were
asked to check all of the applicable
catcgories for that item, with the result
that multiple responses could be coded
for each visil.

Procedures

Procedures were performed at
42.3 percent of ED visits (table 12). The
most frequently mentioned procedure
was the administration of intravcnous
fluids, recorded at 14.4 percent of visits.
Other frequently mentioned procedures
were wound care (12.9 percent) and
orthopedic care (7.9 percent).

Expected source of payment

Expected sources of payment were
most often private/commercial insurance

N Standar Sandad a0
:'::: l’na' N‘emar md Percant oo of (36.0 percent), Medicaid (22.7 percent),

visit characteristc thousanas fr.ouands distndubon percem and Mcdicare (15.1 percent) (table 13).

Al it P A At 89.796 3,202 100.0 “Paticnt paid” and ““HMOjother
prepaid” were mentioned at 13.8 and
RcAN-aL g Seldtad ves 7.3 percent of ED visits, respectively.

NBithera S et Y F s -7 & 3o v 86,015 3,026 95.8 02 e e O L
Alconol-refated . .. ... ..... ... 2,450 196 27 0.2 Thf' pa’nem pald category mcl‘t‘ldes e
Orugreigted ... .. .......... 996 91 1.4 o1 patient’s contribution toward “co-
T e e o e e o R a7 “ 0.6 0.0 payments” and *“deductibles.”
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Americans from around the country of the rich Chinese
~utture that flourishes in this land.

\|x ~trongest hope for the future of the U.S.-ROC rela-
..»n~hip is that the American base ot support tor Taiwan
il zrow Pevond its conservative seed and touch the entire
L nited States. There 1s no serious oostacle to this and many
posiuve developments to encourage it. Security Is a prereq-
uisite of Taiwan’s continued economic growth. and this
growth is a powertul stimulus to the positive transtormation
of the PRC. The ROC s America’s sixth largest trading
partner. and its democratization builds a bridge to Wash-
ington that is a traditional and unique element of America’s
toreign policy. Taipei's offer to enter into a free trade
Jgreement with Washington could senve as the kevstone of
a trans-Pacitic free trade area that may someday engage the
productine energies ot over haif the worid’s population.
And. tinaily. the genuine bonds ot triendship thai connect
the ROC with the U.S. are. by diplomatic standards. old.
They have sunvived and prospered through World War.

233

regional conflict, and the alarming tensions of the Cold
War.

And. a closing word. Do not be discouragad bv the fasci-
nation Americans have long held at the size ot the Chinese
mainland. Nineteenth centurv missionaries 2xcitement at
the potential number of vonverts. the wonder of Marco
Polo’s discoveries passed down the ages through the Euro-
peans who sertled the U.S.. the colortul mysterv of an unfa-
miliar. ancient. and sophisticated civilization: all of these do
indeed exert a powerful grip on the American :magination.

But pragmatism and idealism are tar more a part of the
American character than a preoccupation with the exotic.
Taiwan’s economic vitality, and its growing movement to-
wards democracy appeal to these fundamental and shared
traits. They are the sturdy blocks on which the future of
relations between the United States and the Republic of
China must be built. There 1s no stronger or more znduring
material.

Thank you.

Preventive and Medical Services

HEALTHY PEOPLE 2000

Bv JAMES O. MASON. Assistant Secretan of Health. Head of the U.S. Public Health Service.
LS. Department ot Health und Human Services

Delwvered to the Assocation ot Militare Surgeons of the United States. 99th Annual Meeting, Nashville, -Ten;;sseej. ;-
November [8. 1992 '

H.ANKYOU Captain Young. It's an honor to present

the Richard Kern Lecture. [ was pleased to accept. |

just hope I can do this distinguished past President of
AMSLUS justice.

We can be proud ot the improvements in general health
status. All Americans have benefitted trom advances in
medicine. technology and public health. Since the turn of
the century. the average life span in our country has in-
creased trom 47 to 75 vears. That's more than 28 vears. or
like adding two and one half davs to every weekend.

However. for all our technology and all our spending, we
do not have the health outcomes we might expect. U.S. life
expectancy at birth ranks 18th among 39 industrialized
countries for females. 22nd for males. For comparison. life
expectancy for an American male born in 1988 was 71.5
vears: a Japanese male born at the same time had a life
expectancy of 75.8 years. a difference of over 4 vears. In
1988. the United States ranked 22nd among 39 industrial-
ized countries on infant mortality with a rate almost twice
as great as in Japan: Canada ranked 7th. The per capita
health care expenditure for the U.S. in 1989 was 40 percent
higher than Canada and 127 percent higher than Japan.

The importance of continued scientific and biomedical
advances to increase our healthy. productive life span can
scarcely be overstated. But. to maximize the contributions
of science and technology. we need to understand its pre-
cise role in our health.

Americans have developed a faith in the magic of medi-
cine. We expect miracles — but the world of science isn’t
alwavs able to deliver. The impossible takes a little longer.
AlIDS provides us an example. We're in the 12th year of this

disastrous epidemic. There is still no vaccine and although
medicines extend life, there is no cure — even on the hori-
zon. There is a gap between what we want and what science
can deliver.

We have an overconfidence in new technologies. new
pharmaceuticals, new medical devices and new medical
procedures as quick fixes for health problems. So much so
that we often don’t take personal responsibility for our own
good health.

The truth be known. two-thirds of all premature deaths
and disabilities in this country are the result of peopie
making poor choices for themselves. The limits of what
medicine and surgery can do are painfully clear.

When Secretary Sullivan and I launched Healthy People
2000 in September 1991, we spelled out three broad goals
that could be accomplished in the United States by the
Year 2000.

First. we want to increase the span of healthy life for all
Americans.

Secoud, we want to reduce health disparities among
Americans. All Americans have not equally shared in the
benefits of medical and preventive care. A disproportionate
share of premature death and disability in the United
States occurs in minority communities. In 1985, the Depart-
ment of Health and Human Services estimated that Black
Americans experienced 60,000 excess, unnecessary, pre-
ventable deaths per year, compared to the White popula-
tion. The impact of human immunodeficiency virus (HIV)
and the increase in the incidence of violence have added to
the annual toll of excess deaths in the Black population.
Even with recent improvement, the gap in life expectancy
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between black and white men is still greater in 1990 than it
was in 1984 Other racial and ethnic groups also lag behind
in health status. Ditferences exist tor American Indians
Alaskan Nauses. Hispanics and some Asian Americans and
Pacific Islanders.

The third goal ot Healthy People
ventive senvices for all Amenicans.

Fundamental to accomplishing the first two goals is
achievement of the third. Health promotion and disease
prevention have not reached their potential in reducing
premature morbidity and mortality in the U.S.

Dr. Dennis Burket used the example of archers on boats
offshore killing and wounding villagers. He asked what
would we do? Bandage the wounded and bury the dead?
Put armor on the citizens? Or. sink the ships?

Let’s contrast Dr. Burket's example with our policy on
tohacceo.

Thirty percent of all cancers in the U.S. are caused by
tobacco. Over 1000 people die each dav from diseases at-
tributed to smoking. An estimated 27 billion dollars in
health care costs were attributed to tobacco-related illness
in 1990. Yet. we have failed to save millions of lives and we
are allowing millions more to be at risk. Society seems quite
willing to underwrite the extraordinary costs of surgerv.
Unfortunately we are not doing all we could to see that
voung people don’t become addicted or that those who are
hooked get unhooked.

We know higher taxes on tobacco products curb usage.
especially in adolescents.

We know cigarette advertising influences our nation’s
vouth.

. The industryv tells us that theyv only advertise to influence
adults to switch brands. Do vou believe that? Why are they
coacerned about minors being denied access to tobacco? A
health officer in Utah called me because he needed help
with strengthening laws that prevent the sale of tobacco
products to minors. His action was met by powerful. coordi-
nated opposition from groups organized and financially
backed by the out-of-State tobacco industry.

No battle is too small for the tobacco industrv. Everv
adolescent is important to the industrv's future profits.
They prove it by seducing our vouth. Three thousand start
smoking every day.

So. where should our Nation's efforts and resources be
focused?

We should sink ships. when we've been bandaging and
burving. I use tobacco as an example. but I could just as
easnl\ have been talking about. heart disease. infant mortal-
itv or substance abuse.

Our aspirations exceed our resources. The spiraling costs
of medical care. ever increasing demands tor services and
new technologies have created a huge chasm between what
we want and what we can afford.

The United States spends more on health care per citizen
than any other country. [n 1992, we will spend an estimated
$800 billion on medical care. That's nearly 13 percent of the
U.S. Gross Domestic Product (GDP). That's up from 6
percent only three decades ago. If the current system could
continue unchanged. medical care would consume over 1.6
trillion dollars. 16 percent of GDP by the year 2000. and
between 27 and 43 percent of GDP by the vear 2030.

2000 is access to pre-
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The Federal government is spending increasing propor-
tions on mandatoryv health outlays. Before the vear 2000.
Medicare and Medicaid will surpass Social Security as the
single largest component of federal spending. Federal
Medicaid spending alone has grown from 1. biliion dollars
in 1950 to a projected 34 billion dollars in i993. This repre-
sents an increase ot 600 percent. Medicare spending will
grow trom 34 billion dollars in 1980 to about 131 billion
dollars by 1993 — an increase of nearly 300 percent. At
current rates of increase. bv 2025. Medicare is expected to
exceed 27 percent of the Federal budget.

Looking at these rising medical expenditures and the
example on tobacco. it is evident that America has created a
medical system designed for the treatment of illness and
injurv. Our system is sickness oriented. It has become a
business rather than a service. It is generally set up to
generate revenue. rather than keep people well. Health
seems to be only indirectly a goal of doctors. hospitals.
insurance companies. pharmaceutical firms. and device
manufacturers.

In most areas of our economy. a competitive market ex-
ists where price is influenced by the consumer’s willingness
and ability to pay. In such a competitive market place. over
production, poor quality and high cost lead to inefficient
enterprises that ultimately close and lock their doors. How-
ever. in the medical marketplace. even when there is an
over suppoly — too many beds. too many doctors, too many
MRIs. ri. one fails and prices rise rather than fall. Surgeons
generate their own demand. The number 6f hysterectomies
performed in a population is not related to the number of
women in the population, but instead to the number of
OB/GYNs practicing in the community.

In the medical market place. there is no competition in
regard to price, quality or service. The medical Industry
lacks moderating controls. Self regulated and self control is
virtually absent. Consumer based market discipline is weak.
Americans with insurance have few incentives to use medi-
cal care prudently. They are insulated from the real cost of
medical treatment by employer and government subsidized
insurance. Doctors and hospitals who have financial incen-
tives to provide more medical care are largely in control.
American’s want and feel entitled to, the best medical care.
regardless of cost, and providers are eager to supply that
demand.

An example of the cost generating forces at work in the
medical industry is provided by the rapid spread of Magnet-
ic Resonance Imagers. Introduced in the mid 80’s, MRIs
came on the heals of another major advance in diagnostic
imaging, the CAT scan. Today there are about 2500 MRIs
in the U.S.

Entrepreneurs, sensing profits, set up specialized imag-
ing centers, often attracting doctors, who as co-owners
could refer patients to the centers. The New York Times
reported that a survey for Florida’s Health Care Cost Con-
tainment Board found that 75 percent of the imaging cen-
ters in the State had doctors as part or full owners. A report
in this weeks New England Journa! of Medicine showed that
self referral increases the cost of medical care covered bv
workers compensation for each of 3 types of service studied:
MRI, psychiatric evaluation and physical therapy! The
same is undoubtedly true for other areas of self referral.
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The purchase of one MRI by one hospital inspires others
to keep up. Hospital's are pressured to buy MRIs to retain
their competitive status as tull-service. modern health care
centers. Having bought such expensive machines. hospitals
and imaging centers have an incentive to push as many
patients through as possible  capitalize the investment.
Fear of malpractice also contributes to the machines’ use.
The malpractice system alone adds an unnecessary 21 bil-
lion dollars to overall health care costs.

Despite high volume. MRI prices have not fallen. A
study. reported in the .Vew York Times. was conducted by
the New York State Department of Health estimated that a
high volume imaging center could reduce the cost per scan
below 250 dollars. Yet. an estimated five million MRI scans
were performed in the nation last vear. at a price of 600 to
1.000 dollars each. That means magnetic resonance imag-
ing alone 1s adding about 3 billion dollars to the nation’s
medical bill. And. on the heels of Magnetic Resonance
Imaging is Positron Emission Tomography. PET scan fees
reach upward to 2.300 dollars. So vou can perceive how
technology more otten adds to medical costs. This shouldn't
be. but our overly entrepreneurial non system has made it
sO.

Also adding to skyrocketing unaffordability are wasteful
administrative costs. They contribute an estimated 30 bil-
lion dollars to the cost of medical care. There are over 1500
third-party payers in the United States. All with their own
torms to fill out and lavers of bureaucracy.

Our perverse system also generates the wrong kind of
providers. There are enough physicians in the United
States. We have overspecialization. We have the wrong
kinds and egregious geographic maldistribution.

Using the USDA “Food Pyramid™ as a template. we
should build the health care pyramid with prevention and
primary care services at the base — and high cost tertiary
procedures. that benefit a few. at the peak.

When we examine the U.S. mix of providers. we are
overwhelmingly top heavy. We have an abundance of pastry
bakers and ice cream makers and few who can cook and
serve whole grains. vegetables and fruit. No wonder it’s the
most expensive system in the world.

The Institute of Medicine estimated that 90 percent of
medical complaints could be resolved at the primary care
level. A health care system firmly based on nurse practition-
ers. physicians assistants. family doctors, general internists
and general pediatricians could be much more cost-effec-
tive than our specialist dominated system.

Primary care providers tend to include more preventon
services. hospitalize patients less often and order tewer
medical tests. procedures. and prescription drugs for
their patients. A recent study indicated that, even after
adjusting for patient case mix. hospitalization rates were
from 30 to 200 percent higher, and drugs prescribed were
double. when patients were cared for by a specialist rath-
er than family physicians. Those who believe that primary
care. with appropriate referral to specialists would ad-
versely effect medical outcomes and quality should show
me the data.

Atatime when we need more primary care physicians we
have tewer. In the last 25 vears the percentage of primary
care doctors has dipped from 50 percent to 33 percent in
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1991. In 1981. about 40 percent of the graduating medical
class planned to become board certified in primary care
specialties. By 1989. the percent had dropped to 23. This
disastrous trend continues. If we set a goal of 30 percent
primary care physicians in each graduating class it would
take until some time berween 2020 and 2030 to correct our
problem. Can we wait?

Too many expensive medical procedures are being over-
used. We are squandering our assets. We are doing things
that don’t work or aren’t needed. As a nation. we have
under-invested in outcomes research.

A recent study estimated 50 percent of coronary angiog-
raphy undertaken in the U.S. are unnecessary. or at least
could be postponed. In 1989 this would have represented
over 400.000 unnecessary tests at a cost of over 3 billion
dollars.

This diagnostic tool often leads to subsequent coronary
angioplasty or bypass surgery. The study also chronicled the
ever lowering threshold for carrving out bypass surgery as
well as angioplasty. From 1983 to 1990, Coronarv angio-
plasty increased from 30,000 to almost 285.000 procedures.
Over the same time period. coronary bypass increased from
180.000 to 380.000. Coronary bypass surgerv now accounts
for 1 of every 50 dollars spent on health care in the U.S.
One study suggested that more than 40 percent of such
operations did very little, if anything, for the patients.

Another example where outcomes research can save us
dollars is in the use of medications. For example, treatment
of myocardial infarction with Streptokinase costs approxi-
mately 200 dollars whereas therapy with tPA costs 1.800
dollars. Preliminary outcomes research indicates long term
survival is equivalent with either drug in most patient popu-
lations. We need this kind of data on other pharmaceuti-
cals. and we need informed physicians who tailor their pre-
scribing practices to sound medical economics.

While we must be concemned about the overutilization of
services we also know that there are cost effective services
that are underutilized. Prime examples are clinical preven-
tive services. Cost effectiveness and health benefits have
been documented after rigorous evaluation by the U.S. Pre-
ventive Services Task Force.

Immunizations work and they're highly cost effective.
Every dollar spent on vaccinations for childhood diseases
saves 10t 13 dollars in long-term costs. Yet, we recently
didasurvey in the U.S. and tound only 30 to SU percent of
kids under 2 years of age are fully immunized. In Nigeria.
they’d tell you that about 60 percent of their kids under 2
years of age are immunized.

Research tells us that mammography and clinical breast
examination could reduce cancer deaths by 30 percent in
women aged 50 and older. Yet, despite increased federal
spending on cancer screening in the United States, the
National Institutes of Health predicts that more than
45,000 women in this country will die from breast or cervical
cancer next vear. With better application of what we al-
ready know, about 19,000 deaths would be prevented.

In our country, 13 percent — 35 million people lack
insurance or are significantly underinsured. Surprisingly
many of these people are employed or the dependents of
employed persons. Workers at small businesses are likely to
be uninsured
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Uninsured Americans receive medical services by payving
out-of-pocket. when they can. or through provision ot so
:alled uncompensated care. These latier Amenicans rarely
recenne preventie or primary care services. Thev enter the
medical svstem through the “back door™ - the emergency
room. This keeps them trom dying on the street. but it is
unquestionably associated with more hospitalizations and
poorer outcomes. Once in the hospital. the uninsured sut-
ter negligent medical injuries more than twice as often as
insured or self paying patients.

We now see why deaths due to nearly all cancers. asthma
and other conditions are much higher in disadvantaged
populations. They die of cancer of the cervix and the breast
at a higher rate because they're not being screened. and
their tumors are not seen while thevre treatable. Higher
rates of admussion tor avoidable hospital conditions should
serve as a national marker tor poor access to. or poor qual-
itv of. primary care. Uncompensated care. in spite of its
hazards is not free. [t results in cost shifting which increases
the cost for the insured by nearly 13 percent.

Twenty five percent of Americans receive medical care
through public or publicly tinanced systems. Providers in-
clude the Veterans Administration. the Department of De-
tense. the Department of Health and Human Services. and
Department of Justice. Within these agencies. I count no
less than 7 separate and independent tederal systems.
When we talk about the private sector. we must admit
Congress and the Administration can't get their act togeth-
:r either.

The tinal 62 percent of Americans. a total of 153 million
working people and their dependents. have a full range of
medical services through private health insurance. It's ei-
ther feast or famine in our country. Our system rations
vertically rather than horizontally. This is the system that

we tout as the best in the world. and it is. This group enjoys,

the best ot evervthing money can buy. the best that science
and technology have to offer.

But there are some problems. Insurers offer lower premi-
ums to attract healthy groups. while discontinuing coverage
or increasing premiums. once an individual or group be-
comes more costly. Insurers often exclude pre-existing
medical conditions from coverage. A recent court ruling
that allows self insured companies to change insurance
plans in the midst of an emplovee’s illness, have effectively
excluded sick persons — those most in need — from cover-
age.

Even those who do have insurance coverage often experi-
ence job lock. when a pre-existing condition threatens cov-
erage if the person changes employers. Even in the best
plans. immunization and other prevention services are of-
ten ignored. Since 1989. due to escalating costs. the number
of people with private medical insurance has been declin-
ing. The parade of people moving from compensated to
uncompensated care continues.

[ have spent my allotted time somewhat pessimistically
discussing some of the problems with federal health. I have
suggested. and ['m not the first. that the system is broken.
We are nearing a catastrophe. We are caught in a medical
arms race.
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Only in this race. deterrence is suffering from the cost of
prohferauon There is a trade off berween growth in spend-
ing tor treatment services and declines in other types ot
spending. As the percentage of gross domestic product
dedicated to medical care grows. less monev is available tor
health promotion and disease prevention. tor basic re-
search, for education. job training, housing. transportation.
and welfare assistance.

American companies are being priced out of medical
insurance. They can't continue to hide the inflated costs of
health insurance in the price tags of goods and services. Our
country’s balance of pavments is disadvantaged as our
products fail to compete price-wise in international mar-
kets. We do seem to have a problem. The future of Federal
Health depends on how and how soon we fix our system. We
cannot continue as we are. We cannot atford to.

The economic costs are profound. The human cost are
immeasurable. A low birth weight baby that is the result ot
no early prenatal care. may never reach his or her genetic
potential — may never even be capable of independent
living.

What is my bottom line for future expectations? No
American should be locked out of necessary health care.
Every American child — every adult in the U.S. should
expect to receive peventive and medical services.

Reform will not be easy. Even taking simple easy steps
can be fraught with danger. Ask former Secretary Ed Der-
winski. He proposed bannlnz smoking in Vetérans Admin-
istration health care facilities. He and Secretary SuHivan
also proposed limited access in one underserved community
to an under-utilized VA hospital. And. in a second commu-
nity, veterans living far from a VA hospital could use a
convenient community health center. In each case the fa-
cility would be reimbursed for services rendered from ap-
propriate accounts. No robbing Peter to pay Paul. Both
these proposals made good health sense. They prevented
disease. They were cost effective and increased availability
and access to services. But, a good man stepped down, a
victim of the tobacco industry and advocacy self interests.
The future of Federal health will be glorious if we can rise
above ourselves.

Looking at the glass being half full, Charles Dougherty
wrote,

“there are countervailing values in American experi-
ence, the biblical and republican traditions that stress
the obligation of citizens to rise above self interest and
to focus on the common good of society. Serious
health care reform must draw on these traditions to
balance the dominant note of individualism. Every
stakeholder in the health care arena will have to be a
little less concerned about what is in his or her own
personal, professional, and institutional interest and
fix more directly on what is in the best interest of the
nation.”

When we fix on what is best for our Nation, then the over
S0 separate health reform proposals already on the table
will coalesce to produce broad and workable areas of natu-
ral consensus.

I'm optimistic!



BC-HEALTH-WELLNESS-NNS
How Much Is an Ounce of Prevention Worth?

Two optional trims to 1,100 words

By MILES BENSON

C.1993 Newhouse News Service

WASHINGTON There is something important missing in the national debate
over health care reform.

The absent element: a focus on what can be done to make Americans more
healthy, not just guaranteeing that their illnesses will be treated when they
get sick.

President Clinton does advocate preventive care but thus far the political
dialogue over health reform has been more about ways to finance the treatment
of illness than about ways to prevent it.

Prevention, early detection and incentives to promote wellness are an
important part of the administration's reform plan, but they are rarely
discussed.

Not that everyone agrees on the president's approach. On the contrary,
some of the alternative plans that have been proposed on Capitol Hill contain
far less prevention than Clinton advocates.

But if the fast-rising cost of health care is creating a crisis, one way
to dramatically reduce the rate of growth would be to improve public health.
Potential savings are enormous.

Doctors say more than half of all illness is preventable. Much of it is
self-inflicted, the result of smoking, drinking, drug abuse, suicidal eating
habits and sedentary lifestyles that helped push the national cost of health
care to $900 billion in 1993, and will likely boost it over the $1 trillion
mark in 1994.

Clinton's plan would cover periodic physical checkups, which many health

rance plans currently do not pay for. It also covers immunization,

-natal care, cancer and diabetes screenings, mammograms and pap smears,
wlth no co-payments required from patients. Raising taxes on cigarettes 75
cents a pack will improve health if, as expected, it reduces smoking. And
Clinton would increase funding for research in children's health and disease
prevention and wellness promotion.

Perhaps the most important preventive element of the Clinton plan is
little understood and rarely discussed. It is Clinton's attempt to reverse the
financial incentives for most doctors who now operate under a system that
provides them no economic benefit for keeping patients healthy.

In most cases under the present system, the more medical services doctors
provide, the more money they make. Clinton seeks to change that.

Under his reform plan, doctors would be part of a health plan that is paid
a fixed amount of money for taking care of a group of patients over time. The
healthier the patients, the less money consumed treating sickness and the
greater the financial. reward for the health plan and its doctors.

Clinton advisers believe this pocketbook motive will cause doctors to more
intensely monitor patient behavior and devote more time and attention to
counseling about good health habits.

“When it comes right down to it, physicians and people working in medical
treatment centers have not been closely involved,'' said Dr. J. Michael
McGinnis, deputy assistant secretary for health promotion and disease
prevention in the Department of Health and Human Services. ~“Their incentive
is primarily to treat illnesses that walk in the door. Now there will be a
different set of incentives at play. Not only is there the obligation to
treat illness, but also because of the structure of the entire system there

ld be a real incentive for plans to keep their patients healthy, '’

.innis said.

At least under this system you will be in a health plan which has every
reason to encourage you and educate you about how to take better care of
yourself,'' said Walter Zelman, a White House health adviser. ~"The
conscientious physician today may try to tell you about nutrition and



ecercise. Now there will be an additional issue involved. Now the plan has

more incentive to make sure you learn about nutrition, about alcohol and drug

7 Se, to make sure you understand the dangers of smoking and how to reduce
intake of things not healthy for you. They have every reason to get you

L at better.''

The impact could be most dramatic among lower-income families where death
rates now are almost twice as high as as they are among those among
upper-income Americans, said Jeff Jacobs of the American Public Health
Association.

“The wealthy get the information they need to make lifestyle changes, ''
Jacobs said. "~ “Lower income people don't get that advice, they don't get the
tests.''

The universal health care coverage proposed by Clinton would fill that
gap.

(FIRST OPTIONAL TRIM BEGINS)

Not everyone believes that promoting wellness would reduce health costs.

Uwe Reinhardt, a health care economist at Princeton University, scoffs at
the idea, saying people would live longer and ultimately heap new cost burdens
on society.

“Over their life-cycle, people consume a certain amount of health care,''
Reinhardt said. ~"If they don't consume it sooner they consume it later.
Smokers are probably lowering health care costs because on average they die so
much earlier that they consume less health care per life-cycle.''

But many doctors and other experts disagree.

(FIRST OPTIONAL TRIM ENDS)

A recent report by the Robert Wood Johnson Foundation in Princeton, N.J.,
said smoking adds $28 billion a year to the nation's health care costs, while
a'~ohol abuse adds $10.7 billion and drug abuse another $4.7 billion.

he Center on Addiction and Substance Abuse at Columbia University in New

. said that patients with substance abuse problems tend to recover more
slowly from a variety of ailments, running up bigger hospital bills. On
average, Medicaid patients with substance abuse as
a secondary diagnosis are hospitalized twice as long as patients with the same
primary diagnosis and no substance abuse problem.

Joseph A. Califano Jr., former secretary of Health Education and Welfare
who heads the center, puts the medical costs of substance abuse at $140
billion a year.

A study by the Medical College of Wisconsin said more elderly Medicare
patients are hospitalized for alcohol abuse than for heart attacks. More
broadly, between 25 and 40 per cent of people in general hospital beds across
the country are being treated for the complications of alcoholism.

More than 70 conditions commonly requiring hospitalizations are the
result, in whole or in part, to substance abuse, including tumors, spontaneous
abortion, respiratory-diseases including asthma, bronchitis, emphysema,
pneumonia and influenza, coronary heart disease, hypertension, ulcers,
dementia, epilepsy, diabetes, leukemia, arthritis and seizures.

People who smoke and drink are 135 times more likely to get throat cancer
than those who abstain from both. Those who smoke and drink are 24 times more
likely to get oral cavity cancer than those who do not drink or smoke.

“Much of the impetus behind the growth in health care expenditures can be
traced to lifestyle factors and social problems,'' said a report by the
American Medical Association.

-END-OF-AUTOTAKE (1) -
- *T"ITOTAKE (2 ) -FOLLOWS

Akkk filed by:NN-F(=-~) on 12/17/93 at 18:13EST ***%*
**** printed by:WHPR(MMIL) on 12/19/93 at 16:55EST **#*#















































