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PREFACE

The Supplementary Znalytical Units employ a2 curricular means to pursue
a major intellectual end. A series of interactive teaching modules is being designed to
clarify the intellectual content of political and social science by allowing students
to apply analytical models from several partially competing traditions -- including the
traditions of rational choice, information processing, and social structure. These
curricular materials will be complemented by essays on the paradigmatic content of social
science and by planned encounters of those skilled in the several competing traditions.

Donald E. Stokes
Chairman
Steering Committee
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The Problems of 7,8, Health Care Delivery

A, The Personal Nature of th(_a‘ Problems

Everywhere vou look in the mass media today, medical care is in the news.
This is not unique to the present decade. The technological reveolution characterizing our
modern industrialized society has created many newsworthy events in medicine and public
health, most taking the form of marvelous medical inventions and related major break-
throughs in humankind's quest for health, The conquest of smallpox, polio and other com-
municable diseases, the development of open-heart surgery techniques, organ transplants,
kidney dialysis techniques -- all were immediate sensations among the general public,
and all generated an optimism and hope for the future.

But hope no longer describes the tone of today's news stories about health
care in America, Instead the media speaks of crises rather than improvements, of frustrat-
ing problems more than miracle cures, There are two reasons for this change in attitude.
The first is medical and has evolved from an increasing awareness that achieving and
maintaining a state of health has only a small relationship to the provision and quality of
medical services. Dr. Leon R. Kass has made the point quite forcefully: "... medicine
itself, understood as the treatment of disease, may contribute relatively little to our be-
coming and remaining healthy.” In fact, according to at least one well known critic, Ivan
Illich, the contemporary practice of medicine may actually be perpetuating an unhealthy
condition for many people in modern society. Both Kass and Illich note that health {“the
well working of the organism as a whole”) is maost closely associated with the way one
lives, not the state of a medical science which continues to concentrate on "death preven-
tion"” rather than the attaining of a state of health. In Dr. Kass' words,

" ... medicine should ke interested in preventing .,. diseases

or, failing that, in restoring their victims to as healthy a condition
as possible. But it is primarily because they are the causes of
unhealth, and only secondarily because they are killers, that we
should be interested in preventing or combating them."

As awareness of the low relationship between current practices of medicine and health

‘increases, so the positive attitude and optimism about health care declines.

However, this medical crisis is only half the story, for there is also a
growing disenchantment with the delivery of available medical services, Despite debate
over the value of current health care practices, the fact that available care is provided
inequitably, inefficiently, and at costs which have climbed at annual rates much greater
than other goods and services over the past decade, has created a more widespread crisis
for health care in America. From this perspective, the problems of health care are not
medical, per se, but grganizational and financial. Such problems do not afflict American
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SENATOR KENNEDY:
MR. TOHNSON: Yes, because I was afraid to stop.
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was in pain and he was going into a coma, and he was hyst
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SENATOR KENNEDY: As he was hysterical, the doctor at St, George's

said, "If you don't like the service here, take him elsewhere? "

MR, JOENSON: Yes. He told me that "he couldn't be sick with a heart
condition if he is able to scream and holler like that,” That is what he said.
SENATOR KENNEDY: S0 then you went to Cook County Hospital?

MR, TOHNSON: Cook County Hospital, and they decided right away to put
a pacemaker in and whatnot, but he went into a coma and passed away

before they got a chance to insert it,
SENATOR KENNEDY: Now, did you ever hear from St. George's again?

MR, JOINSON: Yes, I heard from them. I paid the emergency room bill,..

SENATOR KENNEDY: They sent you a bill after this?.,..
Yes, one was a doctor's bill and one was the emergency

MR, JOENSON:

room bill,
SENATOR KENNEDY: How much were they?
MR, JOHINSON: Twelve-~fifty for the emergency room and seven dollars

for the doctor's fee,., .*

The story of the Johnsons and others in their situation {i.2., mainly poor or
cethnic minorities) are created by a health care system which is coming under increasingly
heavy attack for what many critics perceive as its heartlessness —- its inability and (more
tragically) unwillingness to contend with the basic medical needs of Americans, But these
tragedies are not limited to those in lower income brackets. Even moderately affluent
and well informed persons -- those who (one would think) "know better” than to leave

themselves unprotected -- are susceptible to problems generated by the American health
As evidence, take the case of Cotton, insurance executive:

care delivery system,
Even those with higher incomes can have their family finances shattered
if they are caught in an insurance loophole. You would think an attorney
and executive in an insurance company would be able to avoid getting
caught in this. Mr. Sumner Cotton of Los Angeles was caught in such a
situation, howevar, because he could not get coverage for his wife when
he left a company with a group plan and applied for private coverage.,

*Excerpted from Edward M. Kennedy, In Critical Condifion: The Crisis in American Health

Care (New York: Simon and Schuster, 1972), pp.80-83.
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These personal tragedies are often aggravated by the very mechanisms the

government offers to alleviate the problems. A striking example was featured in the
following news story about Howard and Ruth Thomas written for the St, Petersburg Evening

Independent (January, 1973) by Judy McKnight., The headline: “Couple to Get Divorce to
Gain Medicaid Help,"

A 8t, Petersburg man is divorcing his wife in a last ditch effort to
get her the state aid she needs to stay alive.

The 45-year-old woman, a multiple sclerosis victim confined to
the Beverly Manor Convalescent Center, recently lost her Medicaid
benefits because of financial ineligibility.

Her husband, a steelworker in Tampa, takes home approximately
$550 a month, The state's maximum for eligibility is $427 and is based
on what it would cost to give nursing care in the home: 35119 for basic
personal hospital needs, $62 for shelter and 5246 for nursing care.,

The man in tears yesterday told of his intensive search for help
and funding. He has made several trips to Tallahassee only to be referred
to local agencies that say they cannot help him,

.o "I love my wife, and it won't make any difference to me that

we are divorced. But, if that's the only way she can get care, then I'll

have to accept it."
seo "'It's a sad day when a person has to get a divorce in order to

receive care." said Boyd Hendrickson, administrator of the nursing home.

But no one, other than the Legal Aid attorney the man was sent to,
could come up with a solution,

Because the woman has no income herself, a divorce would mean
that she probably would become financially eligible for state aid. The
Division of Family Services does not guarantee this but the husband
already has asked a social worker to begin a new application, this time
for his wife as a single individual.

"We're all upset about this," said the attorney's secretary, '"but
we couldn't see any other way to help this man. [ hope you can do some-
thing,"
«ee "Why is it that the average man gets hurt?" asked the hushand.
"1f T were real poor or real rich, I could take care of my wife. I work hard
for a living and this is what happens, I just don't understand.”

The couple has two small children, aged 5 and 11, who are staying
with married sisters, Until recently, the father was paying $30 a week
for their care. He has discontinued those payments because he doesn't

have the money.
"I'm trying to pay off the nursing home bills, but I just can't do it

alone,"

*Excerpted from Kennedy, In Critical Condition ..., pp. 63-66,
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that meant you were going to see an M.D, After you saw the M.D,,

they sent you to the dentist, After you saw the dentist, then you had to
see the podiatrist." Mrs, Harris conceded that this might have made

good sense for some people, but that the podiatrist in the group seemed to
find a remarkably large number of foot defects., "There were never so many
shoes prescribed for children that were not needed, " she said. "Because
you know that every child that is born of & poor family does not have some-
thing wrong with his feet. But every child that went in that office got a
prescription for shoes. My husband and I were paying fourteen dollars
and seventy-five cents for Dr, Posners, and my little daughter refused to
wear them. She said, 'Those are welfare shoes.' Because everyhody

was getting Dr. Posner shoes from the Medicaid,"

People who make a business of catering to Medicaid enrollees have
found other ingenious and shoddy ways of exploiting them. Doctors have
accepted kickbacks from laboratories to which they regularly refer patients
for tests that they may or may not need. (In New York City, the Health
Department has reported several instances in which tests for sickle cell
anemia had been ordered for white persons, and one instance in which a man
was sent to a lakoratory for a pregnancy test), Pharmacists have kited
Medicaid prescriptions by raising the number of pills called for on a pre-
scription blank from, say, 100 to 200, and billing Medicaid for the larger
amount, Dentists falsely claiming to have done work on one patient have
supported their claim with x-rays of work done on another, Medicaid
patients, as everyone knows, have also been shamelessly mistreated by
greedy nursing-home proprietors. To give just one example, Senator Frank
Moss of Utah called the Senate's attention in 1371 to the owner of a nursing
home in Illinois who was feeding his patients on 54 cents a day each
while realizing a pre-tax profit of $185,000 on the 5400, 000-a-year business
he was doing with Medicaid., Moss went on to hint at exploitation of an
even more shocking variety. In Illinois, he pointed out, the amount of money
a nursing home could collect from Medicaid was determined by a point
system based on the physical condition of the patients, “To my great dis-
may,"” he said, "I learned that large bedsores once developed by the patient
are worth eight points, and at $6 a point the reimbursement to the nursing
home increases $48 a month." Moss said he had been told that nursing
home operators in Illinois commonly referred to bedsores as "being worth
548 a month,"*

ACTIVITY ONE:

The personal tragedies which are linked to the American health care delivery
system today are not found only in books or newspapers or Congressional hearings, They
also affect people we know or have heard about through friends or relatives. Are there
any experiences you have witnessed, heard of, or read about which reflect the personal
tragedies generated by our health care system? Your course instructor will divide the class
into small discussion groups. The purpose of these groups ls for members of the class ta
share those experiences with each other and to generate a short list of "personal tragedies”
that originate in the U.S. health care delivery system.

*Excerpted from Spencer Klaw, The Great American Medicine Show: The Unhealthy State of
U.85. Medical Care, and What Can Be Done About Tt (New York: Viking Press, 1975) p, 190
to 192,
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B. Understanding the Problems of Health Care Delivery

Each of the excerpts given above and the experiences discussed in your
groups dramatizes the form our health care crisis is taking today, and each points to
medical care problems which beqg for solutions. Often we turn to government for such
solutions, and its response takes the form of public policies indicating official objectives
and goals in regard to a specific issue, and public programs describing the actions govern-
ment will take {or avoid) to attain policy goals and objectives, But both policies and*
programs presuppose an understanding of the problems to be solved. This point is worEh
emphasizing in detail.

Problem-solving at its best is not a hit-or-miss proposition. Intuition and
guesswork are important ingredjents in any endeavor, but they are poor guides to action
when we have specific objectives in mind, For example, think how much easier your com-
mute to class is made by the fact that you understand what busses to take, what turns to
make, or what building and floor to go to. To be a "stranger" in any town is to be ignorant
—— not in the sense of being "stupid," but rather in not understanding the location of
people, and places, and things. Once you overcome that "ignorance" -- once you under-
stand the town and its layout -- then problem-solving (e.g., finding a store or bank or
home), is made easier. Of course, all of us remain strangers to a certain extent. Even
those who know a town in great detail may not "understand” it thoroughly or correctly,

Policymakers are often like "strangers" in the sense that they generally
face issues they don't understand, fail to understand completely, or misunderstand. Most
policies and programs are formulated and implemented on the basis of some assumed under-
standing of the problems to be solved, Relevant questions for students of public policy
are what are those assumptions and are they correct?

U.S, poverty programs provide an example of how assumed understandings of
issues influence public policies in both scope and direction, Until the Depression the
dominant perspective on poverty considered the poor person as the "cause" of his or her
gituation. Under the capitalist work ethic, each individual was "self-made," whether
poor or rich, If there was any blame to be set, it was on the head of those most victimized
by poverty. This view was manifest in Elizabethan "poor laws" in Fngland and resulted in
a policy of incarcerating many debtors. While charity was supplied by some altruistic
Private citizens, the government's programs concentrated on the "poorhouse” and "debtor's
prisons." Such programs were plainly logical extensions of the assumed explanation for
poverty widely accepted at the time.

The Depression of the 1930's brought on mass impoverishment in such pro-
portions that the Elizabethan view seemed both untenable and politically unpalatable. It
was obvious that something was wrong with a system that allowed poverty to strike thoge
who were unprotected. Such a tragedy would not have been as extensive, it was assumed
if the general public was "insured" against economic catastrophies, This approach and '
the assumptions underlying it brought about social security reforms in the U.S, and helped
spread unemployment insurance and workman's Ccompensation insurance nation-wide.

. A more optimistic set of assumptions relative to poverty developed in the
late 1950's and early 1960's, The belief that major causes of poverty were "structural”
and could be pinpointed (and thus eliminated) became the underlying justification for the

War on Poverty. Once again, programs followed assumptions., From poorhouses to
economic opportunity offices, poverty policies have been greatly effected by the assump-
tions policymakers had concerning the issues involved,

As it is with poverty policies, so it is with health care delivery, Government
activity (or inactivity) takes many forms in this area. One study estimates that public
sector expenditures on health care related activities amounted to $55 billion in 1975, or
46 percent of all health expenses for the American economy. These activities ranged in
form from tax deductions and credits and direct subsidies to the provisions of medical
services through federal, state, and local hospitals. Each of these programs reflect the
policy assumptions of those who formulate and implement the activities, and while such
assumptions may be as numerous as the problems they confront, most can be categorized
as either demand-centered or supply-centered.

Demand-centered assumptions regard health care delivery problems as rooted
in those forces which determine the claims made upon the limited resources of the American
medical profession., As we will see, these assumptions lead policymakers to stress the
financial nature of the health care delivery crisis, On the other side of the issue are those
who see the problems as supply-centered, i.e., based in the organizational characteristics
of those providing medical services to the American public,

To understand what difference these two general sets of assumptions can
make, let us consider how Carl Johnson's death would be explained by each, From the
demand-centered perspective, the problem was Mr. Johnson's inability to prove to the
personnel at St. George's hospital that he had the financial resources or insurance coverage
to warrant entrance for his son. From the supply-centered viewpoint, the problem (and
therefore the blame for Carl's death) rested in a health care system which was Incapable of
delivering medical services to a patient in need of immediate care.

ACTIVITY TWO:

For this activity your class will be organized into small discussion groups.
The task of each group will be to develop and discuss possible explanations for the pesonal
tragedies described in the excerpts read in the introduction of this section. Following
the example given in the case of the death of Carl Johnson, develop at least one explanation
which is "demand-centered" and one which is "supply-centered." Specifically, apply
these explanations to the following questions and discuss how valid you believe your
explanations are: Why is Mr, Cotton burdened with such heavy medical bills despite the
availability of insurance through private firms? Why were the Thomases forced to change
their lives in order to receive medical care? How can we explain the treatment being re-
ceived by those who use the "Medicaid clinics” described above?

Each group should select a spokesperson who will present a summary of the
discussions before the entire class, That summary should not only present the explanations
derived, but alsc how each applies to the tragedies that have been presented.



ACTIVITY THREE:

Once one identifies the cause of a problem, one also has insight into
potential solutions! That is the key to policymaking and problem-solving in general, If
one finds evidence, for instance, that poor health caused poverty, then a solution to
impoverishment would be to make and keep everyone healthy. Of course, no social problem
is so easily solved, but it can be assumed that the elimination or modification of some
causal factor will have an impact on the problem, In Activity Two the group developed
some reasons for each personal health care tragedy read earlier in the module. On an
individual basis, yvou should attempt to develop policy suggestions (one for each) which
will modify those causes or reasons in such a way as to improve the chances that those
personal tragedies will not happen again, After writing these suggestions in brief form,
share them with the group. Discuss these policy suggestions in terms of how effective
they will be, how realistic, and how feasible, For instance, if someone had suggested
ending poverty by keeping everyone healthy, yvou can ask whether the assumption (that ill
health causes impoverishment) is correct; and, if so, whether the policy suggestion is
realistic {can we even determine what is “healthy"); or even whether it is feasible {can we
afford the financial and other costs of attaining the objective of "health"),

After completing the discussion, each group should select a spokesperson
to summarize the group’s dialogue hefore the entire class. That summary should focus on
whatever consensus group members reached regarding possible policy suggestions, If no
such consensus was achieved, the spokesperson should emphasize the points of disagree-
ment which arose,

Activities Two and Three demonstrate a process of problem-solving not
completely unlike that applied by policymakers. Consciously or unconsciously, policy-
makers develop public policies and programs on the basis of beliefs and assumptions they
hold regarding an issue being debated. The process is an extremely difficult one, es-
pecially when stakes are high and time is short. Ideally policymakers should ke aware of
the choices they are making when policies and programs are developed. That is, they
should have knowledge of the options available to them, how these differ, and which among
them will provide the “best® solution for the policy proklem at the least cost.

This idealized policymaking mode!l is reflected in the rational approach to
decision-making which is advocated by many as a standard for evaluating policymaking
activity. But obviously thig ideal process is not feasible in real-world policymaking
systems. Most of those charged with decision-making take several necessary “short-cuts
in making policy determinations by ignoring competing alternatives or disregarding the
question of underlying assumptions altogether. The end result is not necessarily "kbad"
policies and programs, but rather actions based on limited information which are more likely
to produce undesirable consequences than if informed by thorough and careful analysis
and reflection.

i

The purpose of this module is to provide you (1) with an understanding of
different approaches to problems of health care delivery in the U,S,, and (2) with the
capability to compare and analvze each., The approaches to be studied (Radical Reformist,
Market Reformist, and Bureaucratic Reformist) are represented in three presentations
offered in Section IIf of the module. Each is introduced with a brief discussion of the
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I
Proposals for Health Care Delivery Reform

A, The Congressional Proposals

As noted previously, there are probably as many positions on health care
delivery reform as there are reformers and analysts working on this issue. Following the
classification presented above, the variety of positions can be categorized as either
demand- or supply~centered, The arguments developed from these sets of assumptions
have produced many specific reform proposals, some stressing financial changes, others
emphasizing organizational adjustments, still others calling for a mixture of both. The en-
suing debate has generated at least seven different proposals offered before the 93rd
Congress (1973-74) and eight during the 94th {(1975-76}. In this section we will briefly
consider some of the important features of several of those proposals and try to pinpoint
the general demand and supply assumptions they are based upon,

Health Security Act. Also known as the Corman-Kennedy Bill, this act is by
far the most comprehensive in coverage and most expensive in cost. Evolving from a
similar bill presented in the 93rd Congress {Kennedy-Griffiths), this act would provide all
U.S. residents with a broad range of medical care benefits at no direct cost, Financing
of the plan would be through both payroll taxes and general revenue funds, and health care
providers would be paid "reasonable costs™ to be determined through administrative mechan-
isms within the Department of Health, Education, and Welfare. In addition to determining
reasonable charges, the administrators of the program will work to create a more efficient
and effective health care delivery system through comprehensive plans and utilization
reviews as well as through setting specific standards for those who provide health care
services.

The comprehensive nature of the Corman-Kennedy Bill attests to its broad
view of the problems plaguing health care delivery in the U, S, today. Although placing
greater emphasis on financial problems (the demand side), this proposal does not ignore
the supply side. The strategy developed seems to rest on the assumption that besides not
being able to afford medical care, many Americans are not being provided with efficient
health care once they obtain sufficient funding. By attaching "strings" to participation in
the program, the government will be able to reorganize the providers and determine how
they will act if they wish to receive a "piece of the action." While participation by pro-

viders is voluntary, the incentives -- especially through financial controls -- are obviously
too strong to ignore. In this sense, the Corman-Kennedy Bill is as comprehensive on the
supply side as it is on the demand side.

National Health Care Services Financing and Reorganization Act. Sponsored
by Oregon Representative Al Ullman (who happens to be chairperson of the powerful House
Ways and Means Committee) and backed by the American Hospital Association (AHA), this
bill is financially less generous than Corman-Kennedy but organizationally more demanding.,
Employers currently subject to Social Security taxes must offer their workers medical
insurance underwritten by private carriers which meet specified minimum coverage levels.
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If employees opt for the insurance, employers must pay 75% of the cost of the plan. The
burdens thus imposed are offset through various tax credit and tax deduction mechanisms,
although none of the resulting coverage is "free' of copayments* and deductibles.**
Special provisions are made for the unemployed and self-emplovyed, and low-income
families and the aged receive 100 percent tax credits for the premiums they pav.

Organizationally, the bill would set up a Department of Health to administer
the program and would strongly encourage states to implement state health plans aria
establish health care corporations (HCCs). HCCsg would operate in geographic regions
and act as coordinating centers for medical services in their area, Enrollment in HCCs
would ke encouraged by offering 10 percent tax credits on premiums paid to it by sub-
scribers, Meanwhile, charges by providers would be determined by commissions set up
to administer state health care plang. These commissions would also play a key role in
regulating private insurance carriers and approving in advance proposed capital expendi-
tures by all providers under their jurisdiction.

The Ullman Bill reflects the same dual emphasis on demand and supply reform
as does the Corman-Kerinedy Bill, but here the stress is on government actions which will
improve the organization of providers. The support given this Act by the American Hospital
Asgsociation is not surprising, since under the HCC concept medical services will become
centered in large regional hospitals. This regional consolidation is regarded by the AHA
as a necessary step in the improvement of the health care delivery system which they now
regard as too fragmented and therefore highly inefficient.

National Health Care Act. Endorsed by the Health Insurance Industry of
America, the Burleson-McIntyre Bill has the impact of maintaining the private provision
of health care insurance and services while offering tax deduction incentives for the pur-
chase of specified minimum benefits insurance plans. Most of these plans would involve
a basic package of premiums and copayments, and only those at the extreme bottom of the
income scale would be eligikle for policies which involve neither. Most of the coverage
would be through private carriers,™ while poor and uninsurable persons would be able to
obtain policies through plans developed through cooperation between states and pools of
private carriers. Providers would be able to charge what is reasonable, and that deter-
mination would be left to state commissions for hospitals and "prevailing rates™ for phy-
gsicians and other solo practitioners.

*A "type of cost sharing whereby the insured or covered persons pay a specified flat amount
per unit of service or unit of time..., their insurer paying the rest of the cost.”

*+2 policy in which an amount of the expense must be incurred by an insured before an
insurer will assume any liability.

*A "carrier" can be any commercial, public or non-profit (e.g., Blue~-Cross/Blue Shield)
organization which underwrites or administers programs of health insurance,
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Organizationally, the Burleson-Mcintyre Bill would increase funding to
state and local health planning agencies, promote the availability of health maintenance
organizations (fIMOs)*, provide grants and low interest loans for the construction and
operation of ambulatory health centers, ** and increase loans and grants for medical
students (especially those who will practice in areas of physician shortages), While
these actions will influence the supply side of the health care delivery system, their im-
pact ig not that much different from programs currently financed through federal legislation.
This reflects the proposal's emphasis on the financial aspects of the health care delivery
crigis.,

Comprehensive Health Cate Insurance Act. Under a former title during the
93rd Congress, this proposal was backed by the American Medical Association {AMA) .
Known as the Fulton-Duncan Bill during the 94th Congress, it didn't carry an AMA endorse-
ment but did represent the type of legislation that organization might favor. The basic
rationale for the act was to facilitate the provision of health care to the poor or medically
indigent*** within the framework of the current health care market. The program would
involve tax incentives to promote the purchase of a specified minimum benefits policy.
The lowest income groups would receive insurance through credit vouchers offered by the
federal government based on filed tax returns. Thus, the strong emphasis is financial,
and its impact is mainly among those at the lower end of the economic scale. The organi-
zational dimension of health care delivery is igneored in the bill, reflecting an explicit
premise that the current system is the best available.

Catastrophic Health Insurance and Medical Aggistance Reform Act, Better
known as the Long-Ribicoff Bill, the proposal had two objectives, both demand oriented.
The first objective was to promote the establishment and purchase of catastrophic expense
insurance’ by offering a 100 percent tax credit for premiums (subject to the limitation that
the credit not exceed tax obligation}. The policies could be purchased {by individuals
or emplovees) from private carriers or government, the latter plans being paid for by an
additional percentage added to the Social Security tax, Coverage on a copayment basis
begins when medical expenses for an illness reach 52,000 or hospitalization lasts for more
than 60 consecutive davs.

The second objective was to assist the poor, and this was done through a
copayment system where low income patient pays a nominal portion of a reasonable charge
made by health care providers. There is no premium for this policy, and while it has
broad coverage, it is neither comprehensive nor unlimited in all respects.

*An entity which provides health care within a geographic area for a voluntarily enrolled
group of persons under a system of predetermined, fixed, and periodic prepayments. (See

Garfield article at the end of the next Section,)

**Inits which provide all types of outpatient health services {as opposed to home-based
or inpatient services).

***Parson too impoverished to meet medical expenses regardless of income level,

*Policies covering high cost of severe or lengthy illnesses.
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The Long-Ribicoff bill also has provisions to promote the purchase of non-
catastrophic expense insurance, but its efforts along these lines are not significant,
Also included are provisions which promote the establishment of HMOs and the improvement
of private carrier insurance by having them submit (voluntarily) their policies for II,E.W.
certification (which they can then use in advertising their plans to the public). Certain
provisions of antitrust laws would alsc be suspended, thus allowing insurance companies
to "pool” their resources in order to develop better policies,

5

Like the Burleson-MclIntyre and Fulton-Duncan Bills, Long-Ribicoff stresses
the financial reform of health care delivery. The organizational dimension, however, is
not ignored ~- but neither is it substantially altered. The emphasis on demand is all too
obvious,

While these five proposals do not exhaust the list of those given consideration
in Congress, they do represent the wide range of alternatives and the various assumptions
made in most plans. All recommend changes, and Yet each has a uniqueness of its own
rooted in the particular emphasis it places on the demand and supply problems of health
care delivery in America today. Figure II.1 places each of the five along a continuum which
has demand and supply assumptions at its polar extremes. At the demand extreme lies
the Fulton-Duncan Bill which relies exclusively on financial changes and explicitly
depends on current health market mechanisms to carry out the task of improving medical
service delivery. At the other end (although not at the extreme) is the AHA endorsed Ullman
proposal which emphasizes the need to reorganize the health care delivery system, Both
the Burleson-McIntyre and Long-Ribicoff Bills fall to the left of center on the continuum,
for both emphasize financial changes while not ignoring the need for some organizational
modifications of the delivery system.

This leaves us with the anomalous Corman-Kennedy proposal -- a bill
advocating major changes in both financing and organization, with emphasis on the former,
The implied impact of the Health Security Act would be such that to locate it on the con-
tinuum would misrepresent the course it would mandate., For in combining a call for reform
along both supply and demand dimensions, the Corman-Kennedy proposal seeks a sub-
stantial departure from present forms -- and thus its location in Figure II, 1 off the contin-
uum as a unique alternative to other programs.

Corman-Xennedy

Fulton-Duncan Long-Ribicoff Burleson~McIntyre Ullman

| | | | ] |

Financial/demand Qrganizaticnal/supply

FIGURE II,1
The Assumptions of Health Care Delivery Reform Proposals
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A different yet complementary way to perceive the differences among these
proposals will become obvious after you have read Section III, In that section you will be
introduced to three perspectives on health care delivery reform, First you will read about
the "Radical Reformist" view which seeks to revamp both the financial and organizational
mechanisms of health care delivery. The second, labelled "Market Reformist, " would
rely on financial reforms only, leaving the current pluralistic and fragmented structure of
the health care system to carry out the efficient allocation of scarce resources. A third
and final perspective, the "Bureaucratic Reformist, " seeks to reorganize the health care
delivery system through regional consolidations and centralization of administration. In
Section III you will be presented with a more in-depth presentation of each position,

EXERCISE ONE:

The continuum in Tigure II.2 reflects a modification of that presented above
(Figure II.1). That is, it illustrates three policy choices rather than the two extremes of
demand- and supply-centered only. Your task is to place the appropriate number for each
of the reform proposals along the continuum provided below. Be prepared to explain your
answers in class.

(1) Corman-Kennedy (4} Pulton-Duncan
(2) Ullman (5) Long-Ribicoff
(3) Burleson-McIntyre

Demand and Supply Demand/financial Supply/organizational
reforms reforms reforms

FIGURE II.2
Health Care Reform Proposals and Reformist Perspectives
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I
The Debate: Three Views on Health Care Delivery

Much has already been made of the fact that the choice of public policies
depends on the assumptions made and accepted by policymakers. It has also been noted
that the assumptions concerning health care delivery problems focus on financial/demand
factors, organization/supply factors, or both, The result is three general perspectives
on health care reform which stand out in policy debates on this issue, In this section we
will look at each of those perspectives on health care reform which stand out in policy
debates on this issue. In this section we will look at each of those perspectives as they
are presented by specific authors in articles representing stands based on alternative
sets of assumptions. Each position has been given a label here, but the use of a particular
label does not imply a judgment about the position taken,., For instance, the first part of
Section III presents the "radical" perspective, It is "radical” in terms of the extensive
changes it mandates for the current financial and organizational structure of the health
care delivery system. Such a position is socialist to the extent that the current system is
capitalist; it is Marxist to the extent that it attacks a class-based system of financing
medical care. If the present system in the U,S. were similar to the nationalized health
care found in eastern Curope and even some western and Scandinavian nations, then
"radical" would be a label more appropriate to capitalist criticisms which sought to set
up fragmented, market-like delivery mechanisms. GCiven the context within which it is
found, the radical reformist perspective in the U.S. tends to be most clearly expressed in
Marxist terms. The same can be said for the "market reformist" and "bureaucratic reform-
ist" positions. To clarify what each reform perspective considers crucial, a brief
introduction is included for each presentation. The labels should be understood in light
of those introductions rather than any ideological stereotyping. Tor a more general discus-
sion of these three views, the student is referred to Robert R. Alford's IIealth Care Politics:
Ideclogical and Interest Group Bartiers to Reform (Chicago: University of Chicago Press,
1575},

A, The Radical Reformist Position

The first selection is representative of a policy position which perceives
health care delivery problems to be rooted in the financial and organizational structure man-
‘dated by capitalist society. The U,S, capitalist society is said to treat health care as a
"commodity " bought and sold in a fragmented yet professionally monopolized market where
the urge for profit overwhelms humanitarian concerns., "The most obvious function of the
American medical system" notes a report of the Health Policy Advisory Center, "other than
patient care, is profit-making. When it comes to making money, the health industry is an
extraordinarily well-organized and efficient machine,™
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This position is a variant of what Alford terms the "institutional or class"
perspective. The health care system, according to this view, involves three main groups
of actors . First are "professional monopolists" who, located at the pinnacle of a health
care system power structure, seek to maintain their dominant position., Composed of
physicians and related medical service professionals, this group is represented by the
American Medical Association and similar organizations. Through accumulated symbolic
and legal controls at their disposal, professional monopolists promote the proliferation of
projects, funding, and specialties upon which they continue to thrive. At the same time
they fight to remain structurally decentralized and "un-bureaucratized,"” 1.,e.,, unhampered
by governmental or similar bureaucratic controls,

Challenging this group are health planners and similar "corporate rationalizers";

who seek to move the center of power from practicing physicians to hospitals, university
training centers, and national research organizations. Represented by the American
Hospital Association and similar administrator-centered organizations, this group is
{according to Alford) more interested in wresting control and power from the professional
monopelists than in improving medical services delivered to the community, Alford's
description of their tactics and purpose is worth quoting:

Sometimes corporate rationalizers ally themselves with professional
monopolists within their own institutions as a way of gathering more
financial resources and legitimacy, and also as a way of bringing more
and more health care units into their domain, even if not under their
control, But usually it is in the interests of the corporate rationalizers
to attempt to control the conditions of work, the division of labor, and
the salaries of their employees, in view of the exigencies of funding
and the need to adopt technical and organizational innovations without
the built-in resistances of professional {or union, for that matter} juris-
dictions over tools and tasks. They therefore attempt to convert
professionals, mainly physicians, into emplovees and in a variety of
ways to circumscribe their power in the hospital,

A third group in the health care delivery system are regarded by Marxists as
"true challengers" to the current domination of medical professionals and those seeking
consolidation. Their position in the battle, as well as the potential they have for success,
are summarized by the label Alford applies to them: the "repressed structural interests,”
Professional monopolists and corporate rationalizers usually confront each other on a
stage where the community interests (i.e., '"the varied interest groups of the white rural
and urban poor, ghetto blacks, the lower middle class just above the Medicaid income
maximum, the neighborhoods just poor enough that no doctor wants to establish his
practice there, those middle class families rendered newly medically indigent by sharply
escalating costs, those occupations affected by job-related diseases, " etc.) are missing.
On those infrequent occasions when the "repressed" enter the foray, monopolists,
rationalizers, and the interests they represent coalesce into a "conservative force" which
attempts (most often quite successfully) to maintain the status quo, especially current
power relationships.

In other words, radicals like the Marxists regard the situation of most health
care consumers to be doubly untenable. On the one hand, they face a delivery system
which emphasizes how much you can afford. Under this system the medical professional
dominates and the inequitable distribution of income in society determines the availability
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and distribution of health care services., One's "right” to health care is thus precluded
by a system which treats medical services as a commodity. On the other hand., those
same groups must contend with powerful forces which are attempting to consolidate the
market for the health care commodities, thus creating a monopoly situation which would
do anything but help individuals obtain those services which should be theirs by right

alone.

It is obvious that the Corman-Kennedy Bill is not Marxist in either origin or
orientation. It is a plan which accepts the capitalist society Coontz criticizes. Thus,
it should not be surprising that she does not endorse the proposal. Yet Corman-Kennedy
does have in common with Coontz a belief that the problem is both demand and supply
centered. It is radical in that specific sense.

In the following article ("You Can't Afford to Get Sick") Stephanie Coontz
discusses health care delivery in the United States applying a view based on assumptions
similar to those outlined by Alford and manifested in Corman-Kennedy. Coontz and other
Marxist critics see the solution to current health care problems in a radical restructuring
of the present system and the class relationships inherent to it. Health care, according
to Coontz, must be a "right"” rather than a "commodity, " and that can be achieved only
through the establishment of a "democratic socialist society.”

YOU CAN’T AFFORD TO GET SICK
by Stephanie Coontz

According to legend the Chinese used to pay their doc-
tors only when they were well. When people became ill
they stopped paying because the doctor had failed to
do a proper job of keeping them healthy. In the U. S,
of course, the practice is the opposite; we pay when we
get il. And how we pay.

In 1950 medical care expenditures totaled $12 billion,
4.6 percent of the Gross National Product. By 1971 the
figure had climbed to $75 billion, 7.4 percent of GNP,
and in 1973 expenditures on health care reached $83
billion, 7.6 percent of GNP.1 In other words, health
care costs rose by almost 700 percent beiween 1950 and
1973, a staggering figure even by today's inflationary
standards. On a per capita basis this translates into a
yearly bill of nearly $400. The average American now
works almost one month a year to cover the cost of
doctors, hospitals, and health insurance for his or her
family,

What do we get for all this morey? Despite the un-
usually large percentage of GNP devoted to medical
expenditures, Amerfcan health care has deteriorated
in relation to other industrialized countries. In 1950
the U.S ranked fifth in the world in infant mortality

This article first appeared in the February 1974 issue of the
International Socialist Repiaw.
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ACTIVITY FOUR:

The Marxist position expounded by Coontz reflects many of the assumptions
common to the radical reformist positions discussed above. Many of these assumptlons
are made explicitly in the article, others are hidden beneath the rhetorical nature of the
presentation which hopes to convince the reader of its correctness. In Section IV of this
module we will consider one means for drawing out such assumptions and presenting
them as logical and coherent bodies of thought, For the present, however, let us see
what our first reading of the Coontz article tells us about the radical reformist view of

the American health care delivery system crisis,

You will be organized into small groups for purposes of this activity. The
group's task is to discuss the position taken by Coontz relating to the following ques-

tions:

(1} What is the nature of the health care delivery crisis in the U. 8.
today? More specifically, what demand and supply features produce
the type of health care now available to Americans?

(2) 1s the health care thus delivered that which ought to be delivered?
In other words, what is the quality of the services provided and how
do they measure up to expectations of the group?

(3) What measures does Coontz believe are needed to improve the
delivery of health care in the U.S8.7

(4) Select a spokesperson to present a summary of the group's findings

to the entire class.
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condition: all production and consumption must be characterized by increasing costs.
Under this condition, any increase in production or consumption will necessarily entail
increasing costs for the producer or consumer., Were this not the case, perfect competi-
tion would be impossible since it would be easier for a large producer or consumer to
grow larger and more difficult for smaller competitors to enter the field or generate more

business.

B. Market Reformers

"Market reformers, " according to Alford, “would expand the diversity of
facilities available, the number of physicians, the competition between health facilities,
and the quantity and quality of private insurance," They assume that the efficiency,
effectiveness, and responsiveness of health care delivery is optimally maximized for all
concerned individuals under a system of competitive exchange among many physicians
(sellers) and clients (buyers}. The pluralism and fragmentation of the system, with its
overlapping organizations, duplication of effort, and seeming wastefulness, are considere
"endemic and even healthy, because they guarantee diversity by maintaining competition
between alternative modes of providing health care."” While not advocating a "laissez-
fajre" approach for government in this field, market reformists do emphasize the need for
any public or private actions to be complementary with market forces of supply and demand
Bureaucratic "interference and cumbersomeness, " whether governmental or private, is
to be eliminated where possible while government remains involved in steps to "patch up”
the system's weak spots and "trouble areas” through minimal subsidies and similar pro-
grams which depend on the dynamics of the private sector, These reformers propose
policies ranging from the elimination of artificially imposed restrictions on market forces
to the creation of public and private mechanisms which facilitate rather than replace the
influence of supply and demand in the health care industry.

The fifth and sixth conditions for the efficient functioning of the market
place revolve around the need for what economists term the "exclusion principle.” Put
briefly, in the ideal market all transactions are complete. When one party sells a good
or service to another party, the seller is giving up all benefits and costs of that product
to the buyer; similarly, what is being obtained by the purchaser are the complete costs
and benefits associated with the good or service, In other words, all other parties are
excluded from obtaining the benefits or paying the costs of the products being exchanged
in a given transaction. In terms of the conditions necessary for an ideal market exchange,
the fifth holds that no product is to have spillover effects which would allow or impose
upon a third party the benefits or costs of a transaction. As an example of spillover,
consider the purchase of an automobile. As currently marketed, the automobile boosts
the economy and creates jobs in various sectors of the economy not directly associated
with G.M., Ford, Chrysler, or American Motors. When such sales drop, the consequences
are felt throughout America within a matter of weeks., On the cost side, the purchase
price of a car made by the big four manufacturers does not include the cost of environment-
al damage and energy rescurce depletion which is associated with internal combusiion
engines as they are currently manufactured, Were those costs included, the spillover
effects of the automobile would be reduced.

To understand the market reformer's position, one must understand their
assumptions about the operation of an ideal market, The ideal market mechanism is an
exchange economy functioning under near perfect conditions; and though market reformers
recognize that such conditions are rarely, if ever, encountered, they believe that to the
extent real world conditions approximate them certain advantageous results follow in the
allocation of scarce resources. They use a model similar to that first described by
Adam Smith and since applied by economists to various private and public sector decisions
This model assumes the presence of several ideal conditions, First, there are buyers
and sellers who come to the marketplace with resources each wishes to exchange with the
other. Buyers come to the market with resources they have earned through selling their
labor, renting their property, and lending their capital to commodity producers. They
arrive with these resources seeking to maximize the satisfaction they can obtain from
exchanging those earned resources for the sellers' produce. The sellers, in turn, seek
to maximize the surplus value {i.e., profits) they can obtain from market transactions,
Both buyer and seller face the dilemma of achieving those cbjectives in a world of
limited resources -- a world of scarcity where desires always exceed potential.

The sixth condition can be regarded as an extreme form of the fifth, for
there are some products which are “pure spillovers.” The most frequently used example
of this is the lighthouse. Perhaps some shipowner suffers substantial financial losses
due to his ships constantly running aground at a specific location along a rocky coast,
He fiqures his costs and benefits carefully and concludes that a lighthouse at that loca-
tion will be to his benefit, He constructs the unit and it begins to function. The service
performed by the lighthouse saves him money, but not him alone, All his competitors are
using the lighthouse beacon as well ~- but at absolutely no cost! In other words, there
is a complete spillover benefit for the competitors who pay nothing while obtaining all
the value they can possibly desire from the beacon which keeps their ships away from the
shore, This type of product is a "public" good, and in the ideal market situation public
goods and services would be entirely absent.

The final two conditions for an ideal market are total knowledge and complete
mobility of all resources, A2ll those involved in the market should have information on all
- factors relevant to the exchange: costs of production; demand and supply schedules, etc.
In addition, buyers and sellers should be capable of mobilizing their resources whenaver
changing market conditions make moves nocessary.,

Second, actors inveolved in ideal market transactions are rational in regard
to what they need, desire, and are willing to exchange to achieve their specific ends,
They enter the market with "schedules” of exchange ratios (i.e., prices) they are willing
to apply in given transactions. Buyers have "demand schedules" reflecting the amount
and combinations of seller goods and services being offered; and sellers come to the
market with "supply schedules” indicating their willingness to sell their produce for given
quantities of buyer resources.

Market reformers assume that, were these conditions present, the market
would automatically produce and distribute the right goods and services both efficiently
and equitably, Those in need of health care, for example, would get it in just the right
amount and at a just price. However, it is obvious that these eight conditions are
never present in the real world market place for any type of commodity, What is even
more obvious is that the health care "market" does not fit this picture, Health care,

A third essential condition for an ideal market system is perfect competition;
that is, no actor or group of actors can have sufficient control of either demand or supply
factors to permit the arbitrary determination of prices. Related to this is a fourth
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by its very nature, seems to violate all the conditions to some degree. Its unigue
characteristics produce a situation gquite different from that predicted by the ideal market
model., The special role of physicians as both consumer consultants and service sup-
pliers places them in a unigue and awkward position. Consumer ignorance is another
inherent feature of the health care market which creates an imperfect exchange system,
as do the numerous "spillover" benefits and costs which cannot be attributed to any
consumer or producer through a normal price mechanism, For example, how does one
exclude others from the failure of a physician to diagnose and cure a contagious disease,
Or how does one distribute the costs of a vaccine which will reduce the probability that
an epidemic will take place or benefit one portion of the population but not another.
To a certain extent, health care is a public good just like the lighthouse. If nothing else,
it violates the exclusion property to a great extent -- enough, at least, to render the
market for health care services imperfect at best., In addition, the uncertainty of avail-
able cures (none has proven 100 percent effective —— even with great advances in
technology) is matched only by the unpredictability of the illnesses which plague human-
kind., Add to this the great number of suppliers who supposedly function on a '"not-for-
profit” basis, and you have some idea of the many complexitics of health care delivery
in the U,S. which render the market for medical services imperfect.

FIVE

HEALTH INSURANCE AND
HOSPITAL BEHAVIOR

MARK V. PAULY -
Professor of Economics, Northwestern Uni versiry

Market reformists do not ignore such imperfections, Instead they seek to
develop a health care system which will function as closely as possible to the market
ideal given the fact that such imperfections exist and cause numerous problems, They
realize that such characteristics lead to inefficiencies and often produce poor health
care, but they also feel it is possible to correct or adjust the system to at least partly
make amends for these distortions. Where these changes should occur in the system
depends, of course, on its present state, In a system where the supply of medical
services is consolidated and centralized, market reformers would suggest creating a plu-
ralistic market which is highly decentralized. Where the demand for medical services is
distorted through government or insurance carrier payment arrangements, the market
reformist position would stress adjustments of those to better "fit" the open market ideal
they so strongly believe in.

INTRODUCTION

?ﬁlore than 90 percent of hospital costs are paid for by sources
other than the person who receives the care—primarily by pri-
vate insurance and two federal government programs, Medicare
and Medicaid»The percentage is substantial {though not so
high) for many other kinds of medical care. The .'g/rowth of these
““third-party payments’” is shown in Table 1. Thls system of

- payment has had a profound and fundamental influence on how
both consumers and providers (hospitals and physicians who
treat patients in them) behave. This behavior has caused infla-
tion in both prices and expenditures per capita far exceeding the.
general increases in the cost of livimg=A comparison between
hospital prices and the consumer pnce index for the period
1945-1975 appears in Figure 1. Many*other problems in the '
hospital and medical sectors are reaIIy only symptoms caused
by the extent and form of insurance.

In or der to change this undesq‘q}glg behavior, one of two
_things must happen Either the level of coverage will hE\Te_-m be
chanﬂed or the *‘third-paity payers” will have to react in very
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Given this view of the health care system, it is not surprising that market
‘reformers in the U,S, concentrate on the demand side of the health care delivery problem,
The U,S, health care market is highly fragmented and decentralized already -- a situation
market reformers believe is very desirable. Consider, for example, the fact that there
are 7,000 hospitals in the U,8,, including private and puklic, voluntary and proprietary,
specialized and general, There are over 325,000 active physicians, most of whom are
working on a fee-for-service basis in solo practices. Add to this the fact that there are
20,000 nursing homes, 40,000 retail drugstore outlets, 100,000 dentists, and so on, and
you have some picture of the dispersion of the current system, If the market reformer
seeks fragmentation, it is something already present in the U,8. If there is a problem
with health care delivery, it is on the demand side, not the supply.

Tt is that point of view which we find reflected in the following article by
Mark V. Pauly in his analysis of the relationship between health insurance and hospital
behavior, Notice, if you will, the almost exclusive concern for the financial problems
of health care delivery, especially as these are manifest in current hospitalization
insurance plans,
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If not, why?

It also reflects assumptions
?

lar? Can the two be compromised? If so, how
(4) Select a spokesperson to summarize your group's position before the

care delivery system, and what do these suggestions tell us about
s1mil

Pauly's understanding of the current system?
(3) How does Pauly’s position differ from Coontz's? In what way are they

‘What specific features of the current system seem to produce it?
(2) What measures does Pauly believe necessary to improve the health

entire class,

-
.

In your discussion groups consider the following questions about the

market reform perspective as represented by Pauly
(1) What is the health care delivery crisis from Pauly's point of view?

The market reformist position used by Pauly brings into focus a set of

assumptions quite different from those of the radicals.

Write a short essay using Pauly's argument to explain the situation of the

upon which several of the proposals before Congress are based, especially the Fulton-

ACTIVITY FIVE
EXERCISE THREE

Duncan Bill.

Is Pauly's presentation relevant to the problems of

all three families? If yes, how? If not, why?

Johnsons, Cottons, and Thomases.
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C. Bureaucratic Reformers

The third position reflecting policy assumptions common among health
care delivery system reformers focuses attention on the organization of medical service
supply. For these analysts, the primary problem is the fragmentation and pluralization
of the medical profession into an unlinked, uncoordinated hodge-podge of solo practi-
tioners who use facilities which are wasteful and inefficient in their duplication of equip-
ment and related services. They blame the market-like competition which occurs in this
fragmented health care system for creating and perpetuating many of the problems which
now plague consumers of medical services, They believe these problems cannot be
solved by merely "patching-up® the imperfect market; nor do they regard government inter-
vention on a major scale as a solution, whether through national health insurance or the
nationalization of health care facilities, From their perspective, contemporary problems
of health care delivery are solvable only through the local and regional reorganization of
the system into a form which will rationally allocate and distribute needed services.

The strategy is labelled "bureaucratic” due to its emphasis on organizational
form and administrative solutions to health care delivery problems. Anne R. Somers has
termed this approach the "rationalization" of health services, and has noted elsewhere
that this position is currently finding wide application in most of Western Europe. Her
observation on this point is quite insightful, for it emphasizes the fact that those nations
now undertaking bureaucratic reforms first attacked the financial problems of health care
delivery but found the results of those efforts less than completely satisfying., Accord-
ingly, there is a lesson here for the U,S,

This is a sobering thought for both proponents and
opponents of national compulsory health insurance in the United
States. Public financing has not proved a panacea in Europe, It
has solved some problems and created or exacerbated others,
Clearly, slso, our health problems and theirs are basically similar
despite certain historical variations and differences in timing.

Effective rationalization implies imagination, innovation,
experimentation. It also implies decision-making, discipline, and
control. As we inevitably move in thisg direction -- hopefully demo-
cratically, but in any case inevitably -- it would be the height of
folly to disregard the wealth of valuable trial-and-error experience
offered us by our European cousins,

While one might challenge Somers' belief in the "inevitability” of bureau-
cratic reform, one cannot deny its possibility. Of the major proposals before Congress,
one (Ullman's) places heavy emphasis on the rationalization of health services, while
two others made efforts in this direction despite greater stress on financial arrangements
{Burleson-MclIntyre and Long-Ribicoff}. Underlying these and similar proposals is a set
of assumptions which holds that, unless coneciously directed and coordinated through
appropriate structures {public and private, with emphasis on the latter), the delivery of
health care in the U .S, will lack the singleness of purpose and integration of resources
which facilitate efficient and effective medical care.
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The following article by Sidney R. Garfield is seen by many as a classic
presentation of the bureaucratic reform approach. Taken from a 1970 issue of Scientific
American, this piece not only reflects a supply centered analysis of problems in U.S.
health care delivery, but also suggests a system which Garfield believes will rationally
offer the American public what they should expect from American medicine -- and perhaps
more., The thrust of Garfield's suggestions come down to this: attempts to improve the
access of health care through financial means will end in frustration unless the current
organization of health care providers is made more rational.
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The Delivery of Medical Care

Medical care in the U.S. is expensive and poorly distributed, and

national health insurance will make t/u'ug.s' sworse. What is needed is

an innovatice system in which the sick are separated from the well

he U.S. system of high-quality but
expensive and poorly distiibuted
- medical care is in trouble. Dra-
matic advances in medical knowledge
and new techniques, combined with
souring demands created by growing
public awareness, by hospital and medi-
cal insuruner and by Medicare and Med-
icaid, are swaroping the swstem by which
wmedical care is delivered. As the dispar-
ity between the capabilities of medical
care and its availability increases, and
as eosts rise beyond the ability of most
Americaus to pay them, pressures build
up for action. High on the fist of suggest-
ed remedies are natignal health insur-
ance and a1 new medical-care delivery
Svsient.
" Natioua! health lusuarance, an attract-
ive idea to many Americans, can ouly
mzke things worse. Medicare aud Medi-
eaid- equivalents of national health in-
suranee for segments of our population—
have lurgely falled because the surge of
demand they created only dranutized
and exacerhated the inadequacies of the
evisting delivery system and its painful
shortages of manpower and facilities. Tt
is folly to believe that compounding thiy
demand by exleuding health insurance
W the entire population will fmprove
matters. On the contuuy, it v certuin
thact Farther overtuxing of our inadequate
medicid resourees will result In serions
deterioration in the qualite aned availa-
Bility of sersico For the sick. [F this conu-
ey T earned anvthing frontexpeience
with Medicare and Medicail it iy that

by Sidney I Garfield

a rational delivery system should have
been prepared for projects of such scope.

The question then becomes: What are
the necessary elements of a rational med-
ical-cave delivery system? Many have
proposed that prepaid group practice
patterned after the Kaiser-Permanente
program, a private system centered on
the West Coast, mayv be a solution. We
at Kaiser-Permanente, who have lud
more than 30 yeurs” experience working
with health-care preblews, believe that
prepaid group practiee is a step in the
right divection buat that it is far from
being the entire answer. Lessous we
have learned lead us to helieve there is a
broader solation that is applicable both
to the Kaiser-Permanente svstem and to
the svslem of private practice that pre-
vails today.

"1he hewt of the traditional medical-

- care delivery systent is the physician.
Whether he practices alove or in a
group, he is still directly involved in the
care of the patient at every imiportint

stage, from the initial interview to the

final discharge. Any realistic solution to
the medicul-care probleuc mast there-
fore begin hy Ffacing up to the facts
ahout the supply of physicians,

Of the active doclars in the U.S. a
groat many are engaged in research,
teaching and admiuisiration. Those ac-
tually giving patient eare, In practice
and on hospital stalfs, nunber about
273.000 (apprusinately 133 per 10G,00G0
of population), and they are far from
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eveuly distetbuted thronghout the popu-
latior:. & preponderance are in urban
arews, and within those aveas they tend
to be concentiated where people can
best afford their services. Tucreasing spe-
cialization aceentuates the shortage of
doctors. If we were to augment the out-
put of our medieal schonls from the pres-
ent level (fewer than 9,000 doctors a
year) to twice that number (which ix
scareely possible), we wonld barely af-
fect this supply in 20 years, considering
the natural attrition in our existing ph}'-
sician complement. The necessity of liv-
ing wilh a limited supply of physicians
in the Face of nerewsing demand forees
us to focus ou the need for 1 medical-
care delivery svstem that utilizes scarce
and eostly medical manpower properly.
The traditional medical-care delivery
system has evolved over the years wilh
little deliberute pianning At the end nf
the I9th cenbury medival care was stll
relatively primitive: there was the docter
and his black bag and there were bos-
pitals—places to die. People generally
stayed away from the doctor unless they
were very il In this century expanding
medical knowledge scon became too
much for any one man to master, and
specialtics hegar developing. Labora-
tories, X-ray facilities and hospituls he-
came imporkiant ;I(Ijmlc‘fs‘ to the individ-
ual physician in his cave of sick people.
Sinee World War Il a chain reaction ol
accelerated research, e.\pund{ng knowl-
edge, important discoveries and new
teclllmlng_\‘ has l)l‘ul,lghi medical care to

the level of a sophisticaled discipline,
offering much hope in the treatment of
illness, yel requiring the precise and
costly leamwork of specialists operating
in expiensive]y equipped and highly
organized facilities [sce #lustrations on
pages 20 and 21].

Throughout these vears of remarkable
medical achieveient the delivery sys-
tern has remained relatively unchanged,
as though oblivious to the great need for
new forms of organization equal to the
task of applying new techniques and
knowledge. Physicians have elung to in-
dividualism and old traditions. Their
individual hospitals have continued on
their individual ways, striving to be all
things 1o their doctors and patients, cre-
ating their own private domains, largely
ignoring the tremendous need to merge

HEALTH TESTING is depicted at the Kaizer-Permanente Muhi.
test Laboratory in Oakland. Afier registering (1), the patient is as
signed to a dressing room (2), where he partially undresses and
Puls on 2 paper gown. Ap electrocardiogram is made and hiz pnlee

their highly specialized services and fa-
cilities. 1t is only in comparativelv recent
vears that group practice by doclors has

been considered respectable {and as vet

only some 12 percent of all physicians
practice in groups} and that regional-
facility planning boards have appeared
to force some semblance of cooperation
on hospital construction,

Jt is amazing that the tradilional de-
livery svstem Functioned as well as it did
for so Jong, considering the stresses be-
tween old nethoeds and new techrology.
Much of its inefficiency was absorbed
by dedicated physicians working Jong
hours and donating additional hours;,
much was absorbed by office and hospi-
tal personnel warking for extremelv low
pay. Only recently, under the joint im-
pact of sparing demands for service and
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demands for compelitive wages, has the
syvstern hegun to break down, but it has
heen fallering for some time. In 1967
the National Advisory Commission on
Health Manpower reported that “medi.
cal care in the U.S. is more a collectio
of bits and pieces (with overlapping, du.
plication, great gaps, high costs and
wasied effort) than an integraled system
in which need and efforts are closelv
related.” ’

Iet us look at another medical-care

— delivery systern: the Kaiser-Perma-
iente plan. This program had its origin
in southern California in the depression
vears from 1933 to 1938. I was then in
private practice, and I became involved
in providing medical and hospital ser-
vices and facilities for several thousand

and blood pressure are measured (3). Height and weight are
recorded 14). a tkin-fold test measures Lody fat (5) and a lendon
reflex is checked (6). The chest is X-ray'd (7). {Women have 2
breast X-ray examination.) Afer dressing, the patiem drinks
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constructon workers. Unable to make
ends meet by depending for remuneri-
ton on the usual fee For service, I finally
tried prepayment and thus happened on
our basic concepts of health care. Pre-
pavment to a group of phvsicians in
integrated clinic and hospital facilities
proved to he a remarkably effective sys-
tem for providing comprehensive care
to workers on a completely self-sustain-
ing basis. At the Grand Coulee Dam
from 1938 to 1942, with the warm inter-

est and counsel of Henrv J. Kaiser and

his son Edgar, these basic concepts were
further developed, tested and hroadened
into a complete family plan for the en-
tire temporary community built around
that construction jeb.

World War [ expanded our health-
plan concept into care for 90,000 work-

1

lucose solution (8) in preparation [ar a blood test an hour latec.
His visuzl acuity is tested (93 and his eyes are checked foc glun-
enmq (101, Lung capacity is measured (11 and hearing is tested
electeagicully 112). The patieat is given punched cards (13) for a

ers of the Kaiser wartime shipyards in
the San Franciseco Bay area and a sim-
ilar number of workers in the Portland
and Vancouver area. At the end of the
war these workers returned to their
homes, leaving us with [acilities and
medical and hospital organizations. We
decided to make our services available
to the community at large. Since 1945
the plan has grown of its own impetus,
without advertising, to its present size:
more than two million subscribers sexved
by outpatient centers, 51 clinics and 22
Lospitals in California, Oregou, Wash-
ington ard Hawaii and in Cleveland and
Denver, The plan provides comnprehen-
sive care at an annual cost of S10C
per capita, which is appro.\'imutely bvo-
thirds the cost of comparable care in
most parts of the country.

RIS
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The plan is completely selfsusiain-
ing. Physical facilities and equipment
worth $267 million have heen Anunced
bv heulth-plan income and hark loans
(except for gifts and loaus to the esteut
of abeut 2 percent). The plin income
provides funds for teaching, training and
research and pays competitive ncomes
to 2,000 physicians aud [3,000 uon-
physician emplovees.

The health plan and the hospitals are
organized as nonprofit operations and
the medical groups in each area are au-
tonomous parknerships. This ovganizi-
tion fives our phyvsicians essentially the
15 in private

same incentives as physici
practice have; thev are motivated, in ad-
dition, by their belief in the rightness of
this way of practicing medicine.

In addition to prepavment, group

self-administered medical questionnaire. A blowd sample is taken
(14} for analy-iz, as is a urine specimen (15). After returiing
his question cards (16) the patient gets anothec set for a p=y-
chological te=t (17 and later finizhes wilb a talk with a doctar 113).
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Praciice and the integration of hospilal
and clinic faciliies, we can identifv
three other principles that are cssenilial
1o the plan’s success. One is the inslitu-
tion of what is in eflect a new nedical
cconomics, which flows simply From the
Tact that the \ota] health-plan income is
turned over lo the physicians and haspi-
tals not as a fee for specific services but
as a total sum. This reverses the usval
economics of medieine: our doclors are
better off if our subscribers stay well and
our hospitals better off if their heds are
cmpty. Another principle is freedom of
choice. We yequire any group that wapts
lo enrpl] its members in our program 1o
offer them at Jeast one allernative c¢lioice
of medical plan, be it Blue Cross or a
medical-society plan or something else.
Finally, we cousider it a fundamental
principle that the plivsicians must be in-
volved in responsibility for administra-
tive and operational decisions that affect
the quality of the care they provide.

We believe any gronp of physicians,
or a fourdation working with physicians,
can easily duplicate the Kalser-Perma-
nente success. It only requires a dedi-
cated group of phvsicians with reason-
ahly well-organized facilities, a member-
ship dcsiring their services on a prepaid
basis and strict adherence to all these
principles.

All of this is not o say that U5, medi-
cine should change over to the Kaiser-
Permanente pattern. On the coulrary,
freedom of choice is iinportant; we be-
lieve the choice of alternate sysiems, in-
cluding solo practice, is preferable for
both the public and physicians. Any

. ¢hange to prepaid group practice should

be evolutionary, not revolutionary. Phy-
sicians in general have too much time
and eflort invested in their praclice lo
discard them overnight. It will probably
e the vounger men, slarting out in prac-
tice, who will innovate. Medical schoel
facullies should point out the advantages
and djsadvanlages of all methods of
practice 1o these young men so that they
¢an choose wisely.

Iet us examine the funclioning of these
1 g svstems—ihe traditional svstem
and the Kaiser-Permanente one. In e

TEST RESULTS are compiled by 2 cam-
puler and are printed omt as i thiz sample-
The +ompoler compares measurements with
thiose from previous lest: and with apprepri-
ate norms and valls atiention le “poszible ab-
nermal” rezulis. Tt aleo flags any etber nate-
worthy jtems, orders additions] tests and
appointments and advi:ez on diagnoses 1o

Yie considered-—in thic cz2~e vne of dialetes.




HEALTH-CARE CENTER iz a special building that houses: edu-

cational exhibits (above) as well as clinies, lecture rovms and au-

Tanguage of systems analysis, the tradi-
tional medical-care systemn has an input
(the patient}, a processing unit of dis-
crete medical resources (individual doe-
tors and individual hospitals) and an out-
put (one hopes the cured or improved
patient). Custornarily the patient decides
when he needs care. This more or Tess
educuted decision by the patient creates
a variable entry mix into medicul care
cousisting of (1) the well, (2} the “wor-
ried well,” (3) the “early sick” and (4) the
siek. This entry mix has murkedly in-
creased in gquantity and changed in
charucter over the yemrs as medical-
care resources have grown in eouiples-
ity and specialization. One coustant
throughout this evolutiou has been the
point of entry into the system, which is
and always has been the appointinent
with the doctor. Moreover, in traditionud
_ practice the patient enters with a fee.
The Kaiser-Permanente program al-
ters the traditional medical-care delivery
svstem in only two ways. It eliminuates
the fex for service, substituting prepay-
meut, and it organizes the many units of
medical-care resources into a coordinat-
ed group practice in integrated clinic
and hospital faeilities. We have come to
tealize that ironically the elimination of
the fee has created a new set of prob-
lems. The lessons we have learned in
seciiz to solve these problems have a
dire.t hearing on the difficulties beset-
ting :*e country’s fultering medicul-care

sbvious purpose of the fee is re-

muneration of the physician. It has a less
obvious but very significunt side effect:
it is a potent regulator of How into the

delivery systeur. Since nobody wants to -

puy for unneeded medical care, oue
tends to put off seeing the doctor until
one is really sick. This limits the number
of people seeking eutry, particularly the
number of well and eatly-sick people.
Cunversely, the sicker a person is, the
earlier he seeks help—regardless of fee.
Thus the fee-for-service regulator tends
to limit overall quantity, to decrease the
number of the healthy and early sick and
to increase the number of the really sick
in the entry mix.

Elimination of the fee has always been
a must in our thinking, since it is a bar-
rier to early entry into sick care. Early
entry is essential for eacly treatment and
for preventing serious illness and compli-
cations. Only after years of costly experi-
ence did we discover that the elinina-
tion of the fee is practically as much of a
barrier to early sick care as the fee itself.
The reason is that when we removed the
fee, we removed the regulator of flow
into the system and put nothing in its
place. The result is an uncontrolled food
of well, worried-well, early-sick and sick
people into our point of entry—the doe-
tor's appointment—on a first-come, first-
served busis that has little relation to pri-
ority of need. The impact of this demand
overloads the system and, since the well
and worried-well people are a consider-
able proportion of our entry mix, the
usurping of available doctors’ time by
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dio-visual and ether facilities. It would be the site of the health-are
secvive 10 which well people would be cefecced aftec health testing,

healthy people actually interferes with
the care of the sick.

The same thing has happened at the
broad national level. The traditional
medical-care delivery system, which has
evolved rather loosely over the years
subject to the checks and balances of
the open market, is being overwhelmed
because of the elimination of personally
puid fees Huough the spread of health
insuranee, Medicare and Medicaid. This
Hoods the system not only with increased
numbers of people but also with a
changed entry mix eharacterized by an
increasiug proportion of relatively well
people. For this consideruble segment of
patients the old methods of examining
and diagnosing used by the doctor be-
came very ineficient. He speads a large
portion of his time trying to find some-
thing wrong with healthy people by ap-
plying the techniques he was taught for
diagnosing illness. This reverse use of
siek-care technology for healthy and
compuratively symptomless people is
wasteful of the doctor’s time and boring
and frustrating for him. ’

The obvious solution is to find a new
regulator to replaee the eliniinated fee
at the point of entry, one that is more
sensitive to real medical need than to
ability to pay and that can help to sepa-
rate the well from the sick and establish
entry priorities for the sick. We believe
we have developed just such a regulator.
Our Medical Methods Rescarch Deparl-
meut, headed by Moris F. Collen, who
is an electrical engiveer as well us a phy-

sician. las successfully developed and
tesled  teclmiques for evaluating the
health of our members. The syslem that
has been developed, which is variously
called mulliphasie screening, health
evaluation or simply health lesting,

prumises lo solve the problem of a new

regulator of flow into our medical-care

delivery system.

Originally designed 1o meel our ever
increasing  demand for perjodie
health checkups, health testing combines
a detailed compulerized medical history
with a compreheusive panel of physio-
logical tests administered by paramedi-
cal personnel. Tests record the fune-
tion of the heari, thyroid, neuromuscular
svslem, respiratory syslem, vision and
hearing. Other iests record height and
weight, blood pressure, a urine analysis
and a series of 20 blood-chemistry mea-
surements plus hemalology. The chest
and (in women) the breasts are X-ray'd.
By the time the entire process is com-
pleted the computerized resulis gener-
ale “adviee” rules that recommend fur-
ther tesls when needed or, depending on
the urgency of any significant abnormali-
ties, an immediate or routine appoint-
ment with a physician. The entire record
is slored by the computer as a bealth
profile for future reference.
This health-testing procedure is ideal-
Iy suited to be a regulator of enbry into
nedical care. Cerlainly it is more sophis-
Yicated than the usual fee for service or
our present firsi-come, first-served meth-
od. As a new entry regulalor, hiealth
lesting serves lo separaie the well from
the sick and to establish entry priorities.
In addition it detects symplomless and

early illness, provides a preliminary sur- -

vey for the doclors, ajds in the diagnostic
process, provides a basic health profile
for future reference, saves the doctor
{and patient) time and visits, saves hos-
pital days for diagnostic work and makes
possible the maximum utilization of par-
amedical personnel. Most importan of
all, it {alls into place as the heart of a
new and yational medical-care delivery
system [see illustration on page 22],

As T have indicated, muclr of the tiou-
ble with the exisling delivery system de-
rives from the impact of an unstructured
enlry mix on scarce and valuable doctor
tine. Health testing can effectively sep-
arale this entiy mix info its basic com-
pouents: the healthy, the symplomless
early sick aud the sick. This clear separa-
tion is the key to the rationa) allocation
of needed medical resources to each
group. With health testing as the heart
of the syvstem, the enbry mix is sorled
Inlo jts components, which fan out to

each of three distinet divisions of servive:
a health-care service, a preventive-main-
levance service and a sick-care service.
Compare this with the existing procsss,
where the entire helerogeneous entry
‘mix empfies into the doctor’s appoinf-
ment, a sick-care service,

Health-care service is a new division
of medicine that does nol exist in this
counlry or in any other country. Medical
planners have Yong dreamed of the day
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when resources and funds could be chan-
neled into keeping people healthy, in
condrast 1o our present overwhehnin g
precceupation with enring sickness, Yet
health care has heen an elusive concepl,
and understundably so: well people en-
lering medical care have been hopelessly
mixed into and submerged in sick care,
the primary concern of doelors. Doctors
traied and oriented io sick care have
been much too busy (o be involved in the
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MED;C:\L CARE has heceme more complex in this ceptury and as it has hecome mure
effectin erllle «niry mix of people has changed dignificantly. Yel the eniry puint is ¢1ill the
dortoc’s zppointment. Before 1900 Ueft) medicine had itte 10 offer and only siek people
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care of well people. True health care
never had a chance to develop in that
environreent. In fact, not even the high-
lv socialized governments with socialized
medicine have created any significant
services for the healthy other than sani-
tation and immunization. These govern-
ments swamp the doctor with the entire
entry mix of well and sick and thus are
unable o provide adequate care for
either.

PULMONARY
LABORATORY

HEART
CATHETER-
1IZATION

ELECTRO-
CARDIOGRAM

The clear deBu:iton of a heslth-care
service, made possible by health testing,
is a basic first step toward a positive pro-
gram for keeping people well. It should
be housed in a new type of health facility
where in pleasant surroundings lectures,
health exhibits, audio-visual tapes and
fitns, counseling and “other services
would be available. Whether or not one
helieves in the possibility of actually
keeping people well, however, is now
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beside the poing this new health-cars
service is absolutely essential in order to
meet the increasing demand for just this
kind of service and to keep people from
overloading sick-care resources.

Preventive—m:lintenunce service, lik»

health-care service, has been suh-
merged in sick care. Essentially it is a
service for high-incidence chronic illness
that requires routine treatment, moni-

ELECTRO-

TUMOR

THERADY

GRAM

NURSING
HOMES

cntered medical care. By 1933, a» medicine hegun to have more to
offer and as insurance plans appeared, some “early sick™ people
were entering the system {middle). Since World War [I medical
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techaology hus prolifecated, as indicated by the purtial di<plsy ol
treatment components (rightd, ancd well peeple enterc, lareoly
because of prepaymient, insurance plans, Medicere and Madicuid
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(MEDICAL SUPERVISION}
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HEALTH-TESTING AND
REFERRAL SERVICE

PARAMEDICAL STAFF
{MEDICAL SUPERVISION}
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CUINICAL LABORATORY
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NUTRITION
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NEW DELIVERY SYSTEM proposed by the author would tepa-
rate the sick from the well. Bt would do this by eatablizhing a new
meihod of entry, the health-testing service, to perferm the regu-
lating funetion that was performed, more crudely, by the fee for
serviee, After health testing the patient would be referred for sick
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cure, health care or preventive nwintenance as required and would
be transferred among the services as his condition changed. The
computer center would regalate the flow of patients and informa-
tion among the units, coordinating the entire system, which would
depend heavily on paramedieal personnel to save doctors” time.




toring and follow-up; its oliject is te im-
prove the patient’s condition or prevent
progression of the illness, if possible, and
to guard against- complications. This
tipe of care, performed by paramedizal
pe:'sar:?-.e! reporiing to the patient’s doe-
tor, can save a great deal of the doctor’s
time and {because it allows more fre-
quent visits) provide closer and better
surveillance.

The use of paramedical personael
with limited knowledge and limited but
precise skills to relieve the physician of
minor routine and repetitious tasks re-
qeires that such tasks be clearly defined
and well supervised. Procedures are au-
tomaticallv defined and structured in the
new system by the clear separation of
services. Three of the four divisions of
the proposed system—health-testing scr-
vice, health-care service and preventive-
maintenance service—are primarily areas
for paramedical personnel. Supervising
physicians will be involved in varying
degrees: least in health testing and most
in preventive maintenance. This leaves
sick care, with its judgments ou diag-
nosis and treatment, clearly n the
physician’s realm. Even here, however,
he will be aided by the three other ser-
vices: in diagnosis, by health testing; in
follow-up care, by preveutive main-
tenance; in repetitive explanations and
instructions to patients and relatives, by
the audio-visual library of the heulth-
care service. We believe, incidentally,
that the doctor-patient relationship,
which is suffering from the pressure of
crowded schedules today, would gain
under this system. Giving the doctor
more Hme for care of the sick can help
to preserve the relationship at the stage
wlere it counts most.

Implementing the new delivery sys-
tem should be relatively simple in the
Kaiser-Permanente program, since there
are no basic conflicts: The subscribers
will benefit from better and prompter
service to both the well and the sick; the
doctors will have more time for their
sick patients and their work will be more
interesting and stimulating. Although
the complete system remains to be tested
and evaluated at each step, our hypothe-
sis, on the basis of our rescarch to date,
is that we can save at least 50 percent of
our general practitioners’, internists” and
pediatricians” time. This should greatly
enhance our scrvice for the sick and im-
prove our services for the well.

mplementing this new medical-cace de-
livery system in the world of tradition-

al medicud practice will be more difficult,
but it stil} makes sense. Many forward-
looking physicians will see in these new

methods an apportunity to improve their
services fo patients. Most doctors these
days have more work than they can han-

le and begrudge the time they must
spend on well peaple, The assistance
thev cou!d get from health-testing and
health-care services will be welcome to
many of them if such services are care-
fully designed and planned to help them.
The sponsorship of health-testing and
health-care services for private practice
Togicallv falls to the local medical so-
cieties, Sonie have already moved in the
direction of health evaluation. A few
local medical societies in northem Cali-
fornia have for several years been oper-
ating a mobile unit evaluating the health
of cannery workers. Some leaders of oth-
er medical societies have expressed In-
terest in health testing as an entry into
medical care. They realize that improve-
ment of the delivery system is essential
for the preservation of the private enter-
prise of medicine in this country.

The proposed delivery system may
offer a solution to the hitherto insolu-
ble problem of poverty medical care in

many areas. The need is to make health -

services accessible to poor people. To
this end neighborhood clinies are estab-
lished, but staffing these clinics with
physicians has proved virtually impos-
sible. Physicians in general want to be
in a stimulating medical environment;
thev like to associate with well-trained
colleagues in good medical centers and
tend to avoid isolated clinics.

In the system being proposed a cen-
tral medical center, well staffed and
equipped, would provide sick care. It
could have four or five “outreach” neigh-
borhood clinies, each providing the three
primarily puramedical services: health
testing, health care and preventive muin-
tenance. Staffing these services with par-
amedical personnel should be much less
difficult than staffing clinics with doc-
tors; many of the workers could be re-
cruited from the neighborhood itself.
Such outreach clinics, coordinated with
the sick-care center, could provide high-
quality, personal service—better service,
perhaps, than is available to the affluent
today—at a cost probubly lower than the
cost of the inferior service poor people
now receive.

The concept of medical care as a right
is an excellent principle that both the
public and the medical world have now
accepted. Yet the words mean very little,
since we have no system capable of de-
livering quality medical care as a right.
‘This is hardly surpeising. Picture what
would happen to, say, transportition
service if fures were suddenly eliminated
aud travel Yecame 1 right. What would
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happen to our already overtuxed afrports
and what chancs wonld anvone have of
getiing anvwhere if he really needed to?
National health insurance, if it were leg-
islated today, would -have the same
eflect. Tt would create turmoil. Even if
sick care were superbly organized today,
with group practice in well-integrated
Facilities, the change from “fee” to “free”
would stagger the system.

Quality medical care as a right cannot
be achieved unless we can establish
need, separate the well from the sick and
do that without wasting physicians’ tinie.
It follows that to make medical care a
right, or national health insurance pos-
sible, it is mandatory that we frst make
availahle health testing and health-care
services throughout the country. Tt is our
conviction that these services should be
provided or arranged for by the physi-
cians themselves in order to be respon-
sive to their needs and not just a com-
mercial operation.

basic cause-and-effect relationshin
L

is directly responsible for much

of today’s medical-care prohlems. The
cause is the elimination of a personally
paid fee for medical service. The effect
is a changed, unstructured entry mix
into the delivery systemx that wastes
scarce medical manpower. The suggest-
ed solution, a new method of entry
through health testing, serves as the
heart of a new medical-care delivery svs-
tem for the future.

The entry of healthy people into the
medical-care system should not be con-
sidered uundesirable. It opens the deor
to a great opportunity for American
medicine: If these well people are guid-
ed away from sick care into a mew,
meaningful health-care service, there ix

“hope that we can develop an effective

preventive-care program for the future.
The concomitant release of misused doc-
tors” time can significantly slow the trend
toward the infation of costs and the mal-
disteihution and unavailability of se:-
vice. There should he little shortuge nf
maunpower if maopower is utilized prop-
erly.

Medical care stands at a eritical point.
Oue choice would be to adopt rash legis-
lation that can only depreciate the qual-
ity of care for both the sick and the well.
The better choice is to create a rational
new medical-care delivery system that
will make it genuinely possible to
achieve the principle of quality medical
care as a right. Matching the superh
technalogy of prescat-day medicine with
an effective dclivery svstem can raise
U.S. medical care to a level unpuralleled
in the world.

ACTIVITY SIX:

The bureaucratic reform perspective provides an alternative to both the
radical and market positions which has found favor among those who believe the future
of health care delivery is to be found in the regionalization of medical services or other
forms of consolidation. Rejoining your groups once again, aim your discussions at the
following topics:

(1} Given Garfield's point of view, how would you describe the crisis
of health care delivery in the U.§, today?

(2) To what extent does Garfield seem to regard the problems as financial
rather than organizational?

(3) How does Garfield's position differ from Pauly's? From Coontz's?
Can either or both of these be compromised with Garfield's bureau-
cratic perspective? If yes, how? If not, why?

{4) Select a spokesperson to present a summary of your group's dis-
cussion to the entire class.

EXERCISE FOUR:

Write a short essay using Garfield's argument to explain the situation of
the Johnsons, Cottons, and Thomases. Is the perspective thus applied relevant to the
problems faced by the families? If yes, how? If not, why?
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IV

Analyzing Competing Policy Alternatives

A, The Problem of Choice

‘We have now considered the two dimensions of health care delivery crisis,
several proposals intended to meet these problems, and three general perspectives which
reflect basic assumptions made by those who propose reforms for the system, As should
be evident, the result of all this is a problem of choice for those who intend to take
action regarding the delivery of medical services in the U,S8, Public policymakers (and
those depending on their actions) face a dilemma built upon the foundation of insightful
presentations made by reformers who advocate competing policy alternatives, While
there are certain points of agreement between these proposals and perspectives (e.g..
radicals agree with market reformers that a major problem is financial, and with bureau-
cratic reformers that it is also organizational), the positions taken lead to policy
proposals which are basically irreconcilable, Compare, for instance, the Corman-Kennedy
Bill with either Ullman's, Long-Ribicoff, or any of the others. To adopt a position back~
ing any one of those alternatives means adopting assumptions which might seem unnac-
ceptable to those who back the others. Compromises among the proponents might pay
off politically, but only at the cost of compromising basic assumptions and beliefs
associated with each proposal. Disregarding for the moment the desirability or feasibility
of compromise, we can see that policymakers must choose positions on this issue which
they feel best reflect current problems plaguing American health care delivery and thus
seem to present the best set of potential solutions to the crisis. The question to be
answered is, on what basis should their choice be made?

This problem of choice can be solved in one of two ways., The first (and
most desirable) way would be for the policymaker to compare the program alternatives
(e.g., Corman-Kennedy, Ullman, Long-Ribicoff, etc.) suggested by each reform perspec-
tive, and to choose that one which best accomplishes the policy goals that have been
set, TFrom previous discussions we have come to regard three policy objectives as
primary: the achievement of health care delivery efficiency; the equitable treatment of
all those who make use of the health care system; and the minimization of health care
costs and cost increases. We will discuss the comparison of policy program alternatives
specifically —-- and its feasibility -- in the first porti%n of this section of the module.

A second means for comparison accepts the fact that the evaluation of pro-
gram alternatives may not be feasible, thus leaving the policymaker's problem of choice
intact and unresolved,. This second approach assumes that if one's premises are in-
correct, one's conclusions are likely to be highly questionable. Extending this to the
comparison of policy alternatives, if the assumptions and premises of a policy perspective
lack credibility, then the actions and programs it generates may not warrant support.
Extended to the problem of choice, this approach holds that where one is faced with com-
peting programs based on competing policy perspectives, it is possible to make a viable
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choice among the alternatives by comparing the credibility of the assumptions and pre~-
mises found in the rival perspectives, We will concentrate on this approach in the
second part of this section.

There are any number of grounds for making choices. One may choose an
alternative because it “feels right.," Another individual may select from among a variety
of options on the basis of some expert advice given by accepted authority. Still a third
person might choose in accordance with some rationale, such as "which alternative will
provide the most satisfaction to my constituency? " or "which will do the most good for
me at election time?" Regardless of the basis for choice, the selection of one course of
action from among several is a difficult problem which is inherent to the task of policy-
makers. Thus, we must remain constantly aware of the grounds for choice as well as
the alternatives available, For present purposes, let us define choice in a formal way:
the consideration of alternatives and the selection of that which is most likely to achieve
the objectives one is attempting to achieve. A process of choice based on that definition
will involve two basic steps: first, it necessitates the specification and clarification
of alternatives; and second, it calls for the application of choice criteria. We will use
those two steps as a means for organizing our discussion in the next two parts of this
section,

B. Comparing Policy Programs

As noted earlier in this module, there is a difference between a government's
public policies (stating official objectives and goals) and its public programs (actions
taken or avoided in achieving thaose objectives and goals). We have also noted that one
means for comparing alternative policy proposals is to focus on the programs advocated
by each, The abjective of such a comparison would be to discover which alternative pro-
gram will best achieve the objectives sought by the policymaker.

Regarding our topic of health care delivery reform, this approach would com-
pare proposals reflecting the basic choices posited by the radical, market, and bureaucra-
tic reformers. Borrowing from the list of major proposals before Congress in recent years
(Section II), this would mean comparing programs such as those manifest in the Corman-
Kennedy (radical), Fulton-Duncan (market), and Ullman {bureaucratic) bills, (Of course,
none of these is ideally representative of the three perspectives. Nevertheless, each
comes as close to the ideal as can be expected while still maintaining a degree of

acceptability -~ enough, in other words, to get serious consideration in the U,S, Congress.)

The Corman-Kennedy proposal would essentially nationalize the financing of health care
delivery in the U,S, while also promoting the extensive reorganization of the various
mechanisms which supply medical services today. The Fulton-Duncan Bill would bring
about reforms in the financial mechanisms of American health care delivery, but would
otherwise leave the supply mechanisms intact, Meanwhile, the Ullman proposal would
bring about many organizational changes in the supply mechanisms of the delivery system,
making only indirect and relatively minor efforts on the financial side. Three alternative
programs reflecting three alternative perspectives focusing on the same basic problems

of health care delivery: inefficiency, inequity, and cost inflation.
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The comparison of program choices has become a topic of concern for pro-
fessional policy analysts in recent years. The evaluation of on-going programs became
a major part of public sector management after World War Two, and lessons learned from
that endeavor have led many to call for the evaluation of policy choices (proposals as
opposed to on-going programs) as a means of cutting back on the chances of waste and
enhancing returns gathered from the investment of public funds. Thus, instead of taking
a "chance" on one of the policy alternatives for health care reform, the effective com-
parison of the available choices would facilitate the likelihood of future program success,

The crucial ingredients in the comparison of programs are (1) the choice of
alternatives to compare, (2) the determination of what will be compared, and (3} how the
comparisons are made. The first of those problems has already been partly solved for us
by noting that there are specific proposals before Congress, each representing a basic
reform position. What will be compared, however, is a bit more difficult to specify.
For present purposes let us focus on four basic criteria which might be used to compare
the programs: their feasibility, effectiveness, efficiency, and fairness.

All policy programs are doomed unless they are feasible, so perhaps it is
most important to consider first whether the program being advocated can bé authorized
and implemented. Feasibility takes three forms in regard to policy choices: technical,
financial, and political. First, any policy choice which cannot be carried out because
those charged with its implementation do not have access to the necessary knowledge or
the technology should not be chosen, If, for example, a health care reform program
called for the eradication of the common cold by 1984, one would have to say that (given
the current state of medical science) the technical possibility of achieving that objective
would be low. It is not a matter of having the knowledge or technology at the moment
of a policy's adoption, but rather knowing that an effort to obtain such things is even
possible. John F. Kennedy’'s mandate to NASA that we be on the moon by 1380 was not
possible at the moment it was issued, but it has proven technically feasible, In this
sense we must ask of all health care delivery reform proposals, are they technically
within our grasp?

A second form of feasibility is financial., Put briefly, we may have the
technical capacity, the know-how, to carry out a program, but do we have the resources
to invest in the actions needed. We had the resources to send a man to the moon by
1980, but only because we expended funds for that effort which would have gone else-
where -- toward fighting the "War on Poverty, " to rebuilding our cities, to defense, etc.
Our financial capabilities are limited by a variety of factors, and the question is, given
those limits can we finance the alternative programs for health care reform, Financial
feasibility (like technical feasibility} will vary from proposal t3 proposal. For example,
some estimates show that the Corman-Kennedy Bill woull cost $137.3 billion in federal

"funds for Fiscal Year 1978 and $180.4 in Fiscal Year 1982, This compares with federal

expenditures of $38.7 billion for FY 1978 and 60.4 billion for FY 1982 without any program,
or $53.2 billion (FY 1978} and $83.0 billion (FY 1982) for a program similar to the Fulton-
Duncan Bill. The question of financing these various amounts is political to the extent
that Congress must be willing to raise revenues where necessary, but it is also strictly
financial if we focus only on the capacity of the government to generate the needed funds.
Thus, it is important to consider the financial feasibility of alternative programs,
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Finally there is the question of political feasibility —- what is the likelihood
of the alternative proposals receiving the support necessary for passage. Proposals will
vary on this point from place to place, year to vear, and so on. If health care delivery
costs were to continue to rise by leaps and bounds as they have in the recent past, the
political feasibility of passage for programs which might otherwise never stand a chance
in Congress will be increased. Specifically, as the health care delivery crisis intensifies,
so will the chances that a radical proposal like Corman-Kennedy will be seriously con-
sidered. As the crisis eases, so will the likelihood for passage of the Health Security
Act, These considerations must be taken into account when comparing alternative program
proposals.

But a program which is feasible may not be effective, and so a second
major comparative criterion for evaluating competing choices is the likelihood that the
policies will be effective. Effectiveness in this sense, means the likelihood that the
programs will achieve their objectives. In our issue area, this involves investigating
which of the three programs being analyzed is more likely to increase the health care
delivery system's efficiency and equity of treatment while maintaining or even decreasing
costs for medical services, The programs are not likely to be equally effective in
attaining all three goals, and it is the difference of achievement potential which the com-
parison must seek to uncover,

The third major basis for comparison is related to the last —— the cost
efficiency of competing programs. While policy program X may be more feasible and prove
highly effective, it may do so at a cost which indicates that there is much waste of
resources and misuse of technology, Program Y, an alternative, may not be as feasible
or as highly effective, but prove more cost efficient than X and therefore more desirable
to a policymaker who values the minimization of waste over maximization of goal achieve-
ment, One of the arguments made for Corman-Kennedy ig that, despite its high initial
cost to the federal government, the program will prove more cost efficient and just as
effective over time for the entire society as would the alternatives. According to sup-—
porters of that proposal, total expenditures for health care by Americans will rise from
$142.3 billion in FY 1978 to $222.2 billion in FY 1982 without any reforms, and from
§151.1 billion to $235.9 billion with a market reform like that represented by the Fulton-
Duncan Bill. But with Corman-Kennedy, thev estimate those same expenditures will
increase only from $160,2 billion to $210,4 billion -- a more cost efficient result
according to these figures.

Last among the comparative criteria to be reviewed here is the equity of
competing proposals, i.e., the fairness of the health care delivery system which will be
produced by each reform, Equity of treatment is something valued by most Americans,
and it is likely that our choice from among alternative programs will include this factor.
A system of health care delivery which is cost efficient but fails to provide medical ser-
vices for low income families or the medically indigent is not likely to be as desirable
as one which might be less efficient but more equitable,

Knowing our choices and some of the critical criteria which will guide our
comparisons among them, we now come to the most difficult part of our effort —- the
application of those criteria to the alternatives in question, It is possible that we can
logically speculate as to the relative feasibility, effectiveness, efficiency and fairness
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of our program alternatives, especially if we had relevant data at our disposal., Never-
theless, there are limits to the value of comparisons based solely on reason and
sophisticated critical analysis. The comparisons involved present us not with questions
of logic, but with empirical questions., We want to know empirically which alternative
is most feasible; empirically which is more effective and cost efficient; empirically
which is most equitable. Our problem is that the design and use of empirical studies
which will effectively answer these questions is not likely.

According to one well known analyst of social policies, Alice M. Rivlin,
there are three ways of gathering empirical answers to these questions: random innovation,
natural experiments, and systematic experimentation. Random innovation occurs when
some unit of government is asked to try a particular reform. After the reform program is
implemented and enforced for a period of time, analysts can attempt to make their assess-
ments, Natural experiments are applied to situations where the analyst finds a system
similar to that which the reform program would produce. That similar system is studied
and the findings used as a basis for empirical comparisons.

While random innovations and natural experimentg have proven useful and
feasible for comparing policy alternatives in some issue areas (e.g.. educational methods
reform, community action program changes, metropolitan reorganization, and so on},
they are not likely to help us compare our alternative health care delivery reforms. For
example, the nationalization of health care financing has no equivalent among governments
in the U.S, and the practices of private medical insurance carriers is generally the same
throughout the country. These conditions make it difficult (if not impossible} to study
innovations (since they cannot be easily instituted) or natural situations {since they do
not exist)., We could, of course, carry on natural experiments by comparing recent
reforms in other countries (e.g., United Kingdom, Sweden, Canada), but such compari-
sons leave much to be degired. In short, studies through random innovation and natural
experiments are limited in value for our purposes.

An alternative would be systematic experimentation whereby the "innovation
should be tried in enough places to establish its capacity to make a difference and the
conditions under which it works best,” Tt would be ﬁﬂstudy in which "the conditionsg of
scientific experiments should be realized as nearly as possible.” Since we are looking
at three competing programs, it would involve structuring systematic experiments for
each under similar circumstances which will produce the evidence we need to answer the
empirical questions demanded by our comparisons. Almost necessarily, notes Rivlin,
the use of systematic experiments in health care delivery reform "“calls for strong central
leadership in the design of a coordinated series of experiments, along with funds or
other incentives to reward cooperation.," This can be accomplished by few organizations,
and will probably have to be done by the federal government,

This raises the question of the feasibility of systematic experimentation.
There are any number of problems which lead us to doubt the value of this approach as a
basis for making program comparisons, the most obvious being the time and expense
involved, Other concerns are reflected in ethical and technical considerations which we
will not deal with here, other than to note that systematic experimentation is not likely
to be undertaken, There are too many restrictions, too many doubts about this approach,
just as there are problems with random innovation and natural experiments. We are led
to conclude that finding answers to the empirical questions asked in the comparison of
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policy program alternatives is not something we can or ought to rely on -- at least not
now, Although it would be beneficial to compare competing programs before committing
resources to one, the realities indicate that we should consider another path to solving
our problem of choice.

ACTIVITY SEVEN: (optional)

In your discussion groups:

(1) Apply your "speculative” capacities and informally compare the
Corman-Kennedy, Ullman, and Fulton-Duncan proposals. In the
process, be sure to specify what standards or criteria you are
using. (Each member of the group can prepare for the discussion by
doing research on the bills in question,)

{2) Assume you have been given a blank check to carry out systematic
experiments for purposes of comparing the eiffectiveness, efficiency,
and fairness of the three proposals noted above. Discuss what
you would do -- how you would structure and carry out the experi-
ments. (Again you might wish to prepare by finding more detailed
information on the alternative programs.)
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C. Comparing Policy Assumptions

All reform policy positions reflect sets of assumptions about the world
they are meant to change. That is the premise for the second approach to the comparison
of competing policy alternatives. To an extent, this is a "second best" approach, for
it would obviously be better for us to compare and choose from among the actual programs.
But we have seen that such comparisons are limited, and rather than throw our arms in
the air and walk away from the challenge we ought to consider this alternative.

To review what has been stated earlier, this second approach is built upon
the idea that in any series of statements making an assertion {drawing a conclusion), the
validity of the premises will determine the probable validity of the conclusion, From this
perspective, a policy program can be seen as being as credible as the assumptions and
empirical assertions upon which it is based; and where one is faced with several
alternatives, an effort can and should be made to compare them and determine which set
is more credible, :

This approach does have its drawbacks, of course, for while we might
assume that valid conclusions follow from credible premises, that might not necessarily
be the case, As any student of logic knows, empirically credible conclusions can be
drawn from invalid premises. Similarly, one may begin with valid premises and have a
conclusion with a low degree of empirical credibility. Thus, while the approach we use
here can prove useful, it is far from infallible. This should be kept in mind as we con-
sider the steps one takes in carrying out a comparison ¢ policy premises using this ap-
proach,

What should be stressed here is a critical distinction between empirical
assertions and simplifying assumptions, An empirical assertion is a contention which is
testable, That is, it represents any statement of fact which is put forth as valid. Such
statements, when used as the basis for a policy proposal, can be regarded as hypotheses
which can be used to test the credibility of a reform program. This second approach is
based upon comparisons of empirical assertions made by competing reform positions.
Such assertions are different from simplifying assumptions which are often used to help
develop useful theories despite the possibility that they may lack empirical credibility.
For example, scientists and engineers often find themselves dealing with "useful fictions'
which help make their work easier. It is much easier to work with the concept of a solar
system in dealing with the structure of atoms than with a more complex model of reality.
Atomic structure may not in fact resemble the solar system, but that model has proven
useful in answering some of the basic questions posed by physicists. In a similar
fashion, it is possible that a policy proposal may be based on simplifying assumptions

“which are not intended to be empirically valid, This is the case when we see proposals

which use analogies. To say that the health care delivery system acts like a greedy
individual is an analogy which can be used to explain much of what has happened in
recent years, However, such a statement is not meant as a testable assertion. It is not
the same as a statement which holds that individuals in the health care delivery system
are driven by a desire for profit, That kind of assertion is empirical and open to test.
The point is that in this approach we are interested in comparing alternative assumptions
that take the form of empirical assertions rather than simplifying assumptions. )
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There is nothing new or unique about this approach. In fact, it is reflected
in what scientists call the "method of multiple working hypotheses."” As described in
1897 by geologist T.C. Chamberlin and more recently by biophysicist john R, Platt,
this method involves an "effort ... to bring up into view every rational explanation of
new phenomena, and to develop every tenable hypothesis respecting their causes and
history." Having done this, the investigator has "tentatively neutralized the partialities"
which would otherwise accompany the adoption of particular orientations. Thus, with
neutrality established and alternative hypotheses arrayved against each other, the scien-
tist conducts what has become known ag "critical" tests or "crucial"” experiments,

These tests focus on points of contention between the competing sets of hypotheses. For
example, if one set of hypotheses states that the relationship between phenomena X and
Y is positive, while another notes it to be negative, then the critical test would attempt
to establish which view is "right” -- or more correctly, which is more credible, If the
experiment or test demonstrates the relationship is positive, then the hypotheses from
which that proposition is derived can be regarded as more credible than the set which
noted it to be negative., Following this, another point of contention between the two sets
is found, a test conducted once again to measure the credibility of one against the other,
and so on -- until the investigator believes there is enough evidence to warrant a con-
clusion that one set of hypotheses is more credible than the other.

The logic of this approach is enhanced by its value as an efficient means
for selecting among alternatives. As Arthur L. Stinchcombe has noted,

If we can specify the most important of alternative theories, then

it is very inefficient to test our theory by picking empirical conse-
quences at random, with the hope that some of them will be inconsistent
with the main alternative theories. The rational thing to do is to look
for those consequences of our theory whose negation is implied by

the alternatives.... By eliminating the most likely alternative theory,
we increase the credibility of our theory much more than we do by
eliminating alternatives at random by checking consequences of our
theory without thinking,

Choosing from among competing policy alternatives is not quite the same
experience as comparing contending sets of hypotheses in the "hard” sciences. Never-
theless, there is something to be gained from adapting the method of multiple working
hypotheses to owr problem of choice. We begin by perceiving the alternative policy
perspectives as sets of hypotheses which might explain the world the policymaker wishes
to influence, To facilitate this, we break down each of the perspectives into sets of
assumptions {(i.e., hypotheses) relevant to our task., These assumptions, once made
explicit, can then be compared to each other, differences and similarities among them
being noted. The next step would involve developing critical tests or crucial experiments
which can tell us something about the credibility of the alternative assumptions.
Accumulating this knowledge for many policy assumptions, we will eventually (it is hoped)
be able to render an informed judgment regarding the relative credibility of the competing
perspectives, It would follow that we can then make a more informed choice among the
policy proposals before us.

All this is easier said than done, of course, and in the balance of this
section we will work several exercises which will help you begin the comparison process.,
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The first task is a careful and systematic explication of the assumptions
upon which each policy perspective is based, While uncovering those assumptions, vou
will simultaneously construct diagrams indicating the relationships involved in the pre-
mises of each perspective, All this will provide us with some basis for discussing how a
choice among policy alternatives can be made using these basic assumptions and a
modified version of the method of multiple working hypotheses,

Let us start by returning to the problem of health care delivery discussed at
the beginning of the module. The reform proposals we have been looking at and the per-
spectives they represent are relevant for us because each addresses the health care
delivery crisis being faced by the U.,S, That crisis in turn, has three basic dimensions,*

First, there is the problem of efficiency, One of the major complaints heard
from critics of America's health care delivery system is that it is inefficient, i.e., medical
services are provided ineffectively and at costs which reflect the wastefulness of the
system, Such waste not only leads to a misallocation of scarce health care resources,
but also the poor application of those services which are provided.

Second is the problem of equity. There are critics who focus on the fact
that what health care we do have is delivered inequitably to the American population, and
that such maldistributions are not justified given both our technical capabilities as a
civilization and our values as a community, While some geceive quality care, others
receive none; while some obtain the benefits of the latest advances in medical science,
others must settle for relatively crude treatment at the hands of practitioners who are
frequently overburdened and sometimes unqualified.

Finally, there is the problem of cost, As you already have seen in the
articles read for Section IIT, the cost of medical services has increased by leaps and
bounds in recent years, oftentimes far outdistancing normal inflationary trends, This
situation further aggravates the problems of efficiency and equity of health care delivery:
but in addition it has a status all its own given the fact that it has implications not only
for the health of Americans, but also their economic well-being., After all, a dollar spent
on health care is a dollar not spent on some other consumable,

While each of these factors (efficiency, equity, and cost) are central to the
crisis of health care delivery in the U.S., it is noteworthy how differently each is defined
by the three authors representing the alternative reform perspectives. For example,
while efficiency 1s a matter of the effective use of resources for all three, each has a

*Note should be taken here of the fact that all three dimensions -- efficiency, equity, and
cost -- are lacking in an explicit reference to the quality of care received, One can have
medical services provided efficiently, equitably, and at a reasonable cost and still receive
poor care, This problem is not approached by many reformers of health care delivery who
regard the key issue to be more a matter of quantitative service provision rather than
qualitative. In fact, a careful reading of two of the articles in Section III (Pauly and Gar-
field) demonstrates the implicit assumption that the real problem is getting any kind of
health care delivered, not guaranteeing that what is delivered is of high quality. Only
Coontz seems to speak to this when she defines "efficiency" in terms of avallable resources
being used to their full potential and "cost being tied into the qualitative improvement
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distinct view of that effectiveness. Tor Coontz, efficiency exists when available re-
sources in soclety are applied to their full potential, In this sense, inefficiency is re-
flected in the gap between the promise and performance of American health care. For
Pauly, efficiency is the proper allocation of available yet scarce resources to Where

they are most valued. Inefficiency for him and other market reformers exists when the
wrong services or treatments are produced and distributed wastefully. Garfield perceives
efficiency as the proper use of the resources once they have been allocated to a particular
sector of the health care system, e,g., physician, hospital, clinic, etc. Inefficiency
for Garfield is not so much an overabundance of certain resources as it is the irrational
application of them to health care needs.

A similar set of differences among the authors can be found in regard to
equity., To Coontz, a system is equitable if it delivers the same treatment to all regard-
less of individual status or ability to pay. Everyone deserves {i.e., has a "right" to)
the same sufficient treatment from the system., Thus she uses a standard for the system
which can only be compared to "absolute equity" for all with the same needs, Pauly,
stressing the scarcity of resources, fears the inequities which would result for the entire
community if an absolute equity standard was used. Instead he seems to view equity
as a modification of that condition which would exist under an efficient health care sys—
tem, Efficiency of the market would, according to market advocates, produce and dis-
tribute medical services as they should be produced and distributed, Thus under conditions
of efficiency, equity would pose no problems. But Pauly's modification assumes that
the market will be imperfect and that some individuals -- specifically, the medically
indigent -- must be given special protection. They should be supplied with at least
minimal insurance coverage, Having met this need, the workings of the market should be
permitted to take care of equity, Compare this to Garfield's view that any system
which helps only the very sick or early sick is not giving the total population its just
due -- that is, it is an inequitable system of health care delivery. From Garfield's
perspective (and, in part, from Coontz's view) the system would be equitable only if it
provided each consumer appropriate services regardless of condition. The well would
receive what they need through education and counseling; the worried well would be
satisfied through x-rays and examinations; the early sick and sick would continue to get
sufficient treatment for their malaise.

These differences carry over into the "cost" dimension of the health care
crisis, for again each author has a different focus and concern. For Coontz, costs must
be seen relative to the improvement in care obtained, If costs rise while care provided
deteriorates, then costs are too high; if costs rise while services improve in quality and
quantity, then the cost is really not going up. Pauly has a view of cost which is not tied
to the care that is provided, but rather the general trend among all costs in an economy.
Thus he compares the recent rise in medical costs to the rise in the consumer price index,
the implication being that {f medical costs had risen proportionately with all other costs,
then it would not have been "too high” an increase. For Garfield, costliness is evaluated
in terms of the patient's ability to pay. When individuals cannot afford the health care
they need, then costs are too high from his point of view.

{continued) of care received. With this exception, the matter of quality is generally
ignored and will not prove a major concern in the analysis undertaken in the balance of
this module -- though it is obviously of concern in the area of health care policy.
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These different views have been only briefly summarized here. Figure IV.l
illustrates those differences in an even more condensed form, but one you can refer to
while completing Exercise Five.

EFFICIENCY EQUITY COST as measured
as resources as: relative to:
COONTZ being used to full equal treatment improvement in care
potential for all provided
PAULY allocated to the guarantee of general costs in the
appropriate and minimal care for market place
valued uses the medically
indigent
being applied appropriate care patient's ability
GARFIELD rationally for all of the to pay
population

FIGURE IV.1

Three Views of Health Care Delivery
Efficiency, Equity and Cost

EXERCISE FIVE:

There are certain characteristics of health care delivery systems which
remain relatively stable over time and space while there are others which change from
situation to situation, from time X to time ¥, and so on, The first are called constants
and may include known illnesses, common treatments, available technology, and similar
factors of the system which hold at certain levels or change only very infrequently during
a short time span. Those factors which tend to change or vary with frequency are called
variables, and they include items such as the number of patients seeking appointments
with physicians each day, the types of surgery performed in a major community hospital
during a given week, the cost of treating a patient for an ailment from year to year, etc.
Among the significant variables in the American health care delivery system are the three
which concern us here: efficiency, equity, and cost. All three will vary over a given
period of time, and each will differ from place to place throughout the country,

In this exercise we will be concerned with two types of variables. First,
we will be looking at variables which are influenced by factors external to themselves.
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In other words, we will be looking at variables which are caused, conditioned, or
otherwise changed. These are called dependent variables because they are viewed in
terms of a dependency relationship, Variables considered to be the causes, conditions,
or influences in such relationships are called independent, Graphically, the relation-
ship involved between the two tvpes resembles that pictured in Figure 1V,2, The arrow
in the figure represents the direction of influence.

+ —_
X / Y
independent dependcj'nt
FIGURE 1IV,.2

Relationship Between Variables

On the arrow are two designations, one positive (+}, the other negative (-}, The positive
sign indicates that the independent variable in the relationship is associated with the
dependent in such a way that when X increases {or decreases) so will Y, Thus, what
happens to X will happen to Y under a positive relationship, although not necessarily to
the same extent. For example, the Surgeon General of the United States has found there
to be a positive relationship between cigarette smoking {the independent variable} and
the incidence of lung cancer (the dependent variable), It follows that if this relationship
is correct, the more cne smokes cigarettes, the more likely one is to fall victim to lung
cancer. Were the relationship negative, the more one smoked, the less likely one would
come down with the dread disease.

The reason for this explanation is that in this exercise we are going to
treat the three qualities of the health care delivery system {efficiency, equity, and cost)
as dependent variables, Our intent in treating them in this way is to provide a common
basis for analyzing the specifying similarities and differences among the three reform
perspectives represented by the Coontz, Pauly, and Garfield articles reprinted in
Section III. Briefly, our purpose is to find out what each author regards as causal, con-
ditioning, or influencing {l.e., independent) factors for each of the three key qualities
which most concern us about health care delivery.

.The method is a relatively simple one. It involves a careful reading of each
article in which you will find those specific factors which the author says has an impact
on any or all of the three dependent variables in question. Let us consider at least one
example from each of the three articles.

Coontz opens her article with a sweeping description of the cost inflation,
poor service (i.e., inefficiency), and maldistribution of care which characterizes
American health care today. Her first explicit attempt to specify cause for any of these
is made on (her) page 73 where she provides a very general explanation: "The faults of
American medicine do not lie primarily in inadeguate medical technology," she states,
"but in the fact that health care is a commodity that must be purchased rather than a right
free for the taking," Thus, Coontz has established a relationship between "treatment of
health care as a commodity" and the three dependent variables of efficiency, equity,
and cost. The nature of the relationship between health care's status as a commodity
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and efficiency is obviously hegative; between that commodity status and equity, also
negative; and between commodity status and cost, positive. These relationships are
represented graphically in Figure IV, 3.

- efficiency
health care as a / .

—% cquity

commodity \
. cost

FIGURE IV.3
Example of Coontz's Relationships

The first relationship noted by Pauly is much more limited in scope and is
found in the opening sentences of his article where he notes that the third-party payment
system characteristic of most insurance plans has been a major cause of cost inflation.
The resulting relationship is diagrammed in Figure IV.4.

third party o
payment system ﬁ cost

FIGURE IV.4
Example of Pauly Relationship

A second factor Pauly concentrates on is the amount of insurance coverage
held by Americans. Briefly stated, he posits that the fact that 90 percent of the American

public is covered by health insurance is associated with both the high cost of hospitaliza-

tion and the social inefficiency of health care delivery, This is shown in Figure IV, 5,

‘__’—.*——-“—-) effic iency
number of Americans

covered =
costs

FIGURE IV.5
Example of Pauly Relationship

Tinally, in the Garfield article representing the bureaucratic reform perspec-
tive, the first relationship influencing either of the three dependent variables is implied
almost immediately. In the second sentence of the work Garfield notes that the combina-

tion of "dramatic advances" in medical knowledge and technology and the "soaring demands

brought on by Medicare and Medicaid "are swamping the system by which medical care is
delivered.” The system is facing an ever increasing gap between capabilities and the
availability of care, and this is accompanied by large cost increases. Thus, Garfield
writes of the system's inefficiency in being unable "to deliver" medical services and the
massive price inflation which has accompanied and further aggravated the situation.
Interpreting this statement for this exercise, we see that the two dependent variables-
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involved (efficiency and cost} are influenced by two independent variables (advances in
medical knowledge/technology and high demand for services). Figure IV.6 illustrates
the relationships derived from that reading.

/:_/é effiCiency
demand for services
i~
\ COst
- efficiency
advances in medical

knowledge/technology +
cost

FIGURE IV.6
Examples of Garfield's Relationships

Before you continue with the task at hand, three comments are in order.
Tirst, care must be taken in looking for what each author considers to be "efficiency, "
"equity, " or "cost.” As was noted earlier, these qualities are not identically defined
for each author. Nor does each author bother to call efficiency by its appropriate term,
You will have to look for either obvious synonyms for each concept (e.g., "poor service”
for inefficiency; "maldistribution” for inequity; and so on) or some indicator used by the
author which is an obvious relevance to the variable in question {e.g., high infant
mortality rates represent an indicator of inefficiency for Coontz; the consumer price index
for medical services is an indicator of costs for Pauly; etc.}. As an aid to carrying out
the exercise, vyou may wish to write a list of relevant synonyms and indicators of these
concepts for each article as you reread each, You will find such a list extremely
valuable.

Second, that the crisis in health care delivery deals with matters of
efficiency, equity, and cost does not mean that each perspective and each reformer who
uses a specific perspective will address all three dependent variables., iIn fact, some
reformers may believe that the system is efficient as it now stands, and that they basic
problems are cost Inflationary trends and/or the equitable treatment of those in need of
medical care, Others may see the system as basically equitable or not extremely
costly —— in short, they may focus on one of the problems of health care delivery to the
exclusion of others. Therefore, don't be disturbed if you begin to see that an author's
presentation concentrates on only one or two of the three factors we have decided to
focus on for this exercise.

The third and final matter to be noted is that this exercise will demand that
you apply your interpretive abilities in making explicit what might be obscured by an
author. In other words, you sometimes have to trust what you believe the author is
stating rather than searching for only explicit statements of relationships. You must do
this with care; the point is, vou must do it where necessary. In the Garfield example
provided above you see such an interpretive effort.
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Having provided you with these warnings and instructions, it is now up to
you to complete the exercise. Forms for listing the various independent variables are
provided on the following pages, with the examples already included. Note how each
form is arranged and how each noted independent variable is listed along with the positive
or negative direction of the relationship. qur job is to carefully reread each of the .
articles assigned in the previous section for the purpose of finding those variables which
are posited as directly related to the three dependent factors of efficiency, equity, and
cost. Fxamples are provided on the sheets. The question to ask while you are examining
each article is what does the author consider to be important and directly relevant to
each of the primary dependent variables. Having answered that question, determine
whether that important and relevant factor {i.e,, the discovered independent variable)
is positively or negatively related to the dependent variable, As demonstrated in the
examples provided, state the independent variable and the relationship you have found.
Use additional sheets of paper if necessary.
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I. Stephanie Coontz, '"You Can't Afford To Get Sick 2. Mark V. Pauly, "Health Insurance and Hospital Behavior™

a. Efficiency:

a. Efficiency:

-health care as a commodity; negative -number of Americans covered; negative

b. Fquity:

b. Equity:

-health care as a commodity; negative

c. Cost:

—third-party payment system; positive
-number of Americans covered; positive

c. Cost:

-health care as a commodity; positive
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3. Sidney R. Garfield, “"The Delivery of Medical Care"
a. Efficiency:
-demand for services; negative

-advances in medical knowledge/technology; negative

b. Equity:

c._Cost:
-demand for services; positive

-advances in medical knowledge/technology; positive
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EXERCISE SIX:

In the previous exercise you listed for each article the independent varia-
bles directly associated with health care delivery system efficiency, equity and cost
variations, In the examples demonstrating how the exercise was to be carried out, each
of the relationships uncovered was diagrammed, Graphics such as those are useful as a
means of facilitating our understanding of ﬂhat reformers are saying and how various
aspects of their discussiong relate to one another, As will be shown in a later exercise,
the diagrams also help us compare alternative perspectives and thereby facilitate further
analysig., Before moving on to a more detailed clarification of the arguments presented
by each of the three authors we are studying, let us take time to produce diagrams
which summarize what was uncovered in Exercise Five,

Each of the following pages provides space for the illustration of relation-
ships uncovered in parts 1, 2, and 3 of the previous exericse. If there are any indepen-
dent variables which might represent duplications of others, be sure to condense where
possible. Also use this opportunity to check your reading and interpretation of the
articles to see if you left any relationships off or included some which were really not
stated, The examples from the previous exercise are entered where appropriate as a
demonstration of what should be accomplished on these pages.
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3. Sidney R. Garfield, "The Delivery of Medical Care"
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EXERCISE SEVEN:

Up to this point we have focused on what each of the three authors has to
say concerning the factors which bring about the health care delivery system's inefficien-
cies, inequities, or price inflation. Our concern has been for those independent variables
which are directly related to the three key dependent variables. But we can, and in this
exercise we shall, extend the analysis by finding those variables (if any) which each
author regards as factors causing, conditioning, or otherwise influencing what we regarded

as independent variables in Exercises Five and Six.

Operationally, what we will do here is shift our focus and consider those
variables we previously called "independent" to now be dependent. Our objective is to
find those factors which are regarded as independent in their relationship to the new
dependent variables. This can be clarified by looking once again at our examples from
Exercise Five, For instance, while the treatment of health care as a commodity was the
independent variable noted in our example, if we shift our focus we find Coontz noting
that the commodity status was positively related to the fact that American society is
“capitalist.” She even becomes more specific in her statement by noting that the commodity
status of health care in the U.S. is even more likely since there exists no strong labor
movement to push for the right to medical services, All this is summarized in Figure IV,7.

capitalist society with -+ health care as a
no strong labor movement j commodity

FIGURE 1V.7
Example of Coontz's Relationship

This is, of course, just one way of picturing Coontz's statement. Another view is reflected
in Figure IV.B where the "capitalist society with no strong labor movement"” is treated as
two independent variables having an influence on "health care as a commodity."”

+

capitalist society
\ health care as a commodity

b

strength of labor movement

FIGURE IV, 8
Example of Coontz's Relationship

In Pauly's article, one of several explanations for the high number of
American's covered by health insurance policies is noted as the tax advantages inherent
in obtaining coverage. This is reflected in Figure IV.9.

tax advantages available
for those who obtain —? number of Americans covered

coverage

FIGURE IV.9
Example of Pauly's Relationship
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And finally, in Garfield there is an explicit locus of blame for the great
increase in demand for medical services: the passage and implementation of Medicare
and Medicaid legislation, This is diagrammed in Figure IV, 10,

Medicare/Medicaid + Y» demand for services
FIGURE IV.10 v

Example of Garfield's Relationship

The following pages can be used in accomplishing the analysis suggested
here, and the examples given above are filled in where appropriate. Please note that the
format of the exercise is such as to facilitate the direct use of diagrams in expressing
the relationships.
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i. Stephanie Coontz, "You Can't Afford To Get Sick"

Independent variables

capitalist society

Dependent variables

)health care as

strength of labor movement
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Independent variables

2. Mark V. Pauly, "Health Insurance and Hospital Behavior" -

Dependent variables

AN

tax advantages available
for those who obtain coverage
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2 number of Americans covered

3. Sidney R. Garfield, "The Delivery of Medical Care"

Independent variables

Dependent variables

Medicare/Medicaid
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EXERCISE EIGHT:

It should be evident by now that what might be a dependent variable one
moment can become an independent the next and vice versa., In a very real sense, it all
depends on the questions you ask and the focus of your analysis, Basic to all this is the
fact that the real soclal world is extremely complex. This does not mean that the world
is incomprehensible, but rather that it is much too complicated to be pictured as simply
the relationship between two variables, one a cause and the other a result. It would be
an easier world to work in for both social scientists and reformers if this were the case,

In this exercise you are asked to combine the work you have done to this
point by bringing together the diagrams drawn to reflect the specific relationships found in
the work of the three authors, In this process of combining relationships derived from
Exercises Five, Six, and Seven, you will no doubt notice the complex interrelationships
which develop. Here we are dealing with more than dependent and independent variables.
If you examine the examples presented on the following pages, you will note that some
of the relationships are modified. For example, combining the diagrams relevant to
Coontz's presentation shows there is a relationship between "capitalist society™ (the
dependent variable in this case) and "egquity"” (an independent variable for this example),
Yet the relationship is not direct; it is mediated by a third variable, "health care as a
commodity,” Such a mediating variable is called intervening. Notice that the labels
"dependent," “independent," and "intervening® are applied to variables on the basis of
their relative position in a relationship., The same is true for the label “"alternative
variable"” which is applicable to both “capitalist society" and "strength of labor move-
ment" in the example using the Coontz article., These are both independent variables
which can be used to explain the dependent variable identified with both, Alternative
variables are not necessarily mutually exclusive; they can both be regarded as explana-
tions of the dependent variable at a given point in time.

Examples of the combining process you are to undertake in this exercise
are provided on the following pages. Your task is to finish each of the diagrams using
the charts developed for previous exercises.

Before attempting the combination exercise, we should consider how one
reads the resulting flow chart, To this point we have been dealing with relationships be-
tween two variables, independent and dependent, Such relationships were easy to read,
for they were merely positive or negative as stated, But now we face situations where
there are more than two variables and one linkage involved at some points. So rather
than having a situation as simple ag X———*———)-Y, our flow chart will reflect a more complex
situation such as X--j:--iY ---:—-—)Z. If we wish to know the relationship between
X and Y in the multiple variable relationship, the determination is both easy and obvious --
it is positive. Similarly, if we wish to find the relationship between Y and Z, that is
easily noted -- it is negative. But what is the relationship between X and 27 To read
these extended relationships involving intervening variables, you need to become
familiar with the "sign rule.”

To understand the sign rule, let us consider the following examples:

98

At 5B + 5C (1)
D }_E SF (2)
+ -
G ..;H ,I (3)
T _ o QK __ = L = LM (4)
Fd -4 rd

- Lo ]
N o) _F N, (5)

According to the sign rule,

- if all signs on links between two variables (& and C in example 1)
is positive, the relationship between them is positive;

- if all signs between two variables are negative, the direction of the
relationship between them depends on the number of variable linkages
involved; thus
- if the number of links are even {as between D and F in 2),

then the relationship is positive;
- if the number of links are odd (as between'] and M in 4},
then the relationship is negative.

- if the signs on links between two variables are mixed, then the
direction of the relationship between them depends on the number of
negative signs involwved; thus
- if the number of negative signs is odd (as in 3), the rela-

tionship (in this case between G and I) is negative;
- if the number of negative signs is even (as in 5), the rela-
tionship between them {e.g., N and Q} is positive,

As a preliminary exercise, take some time to read the examples from all
three articles. The purpose of this reading is to help you understand the meaning of the
diagrams,. Using the sign rule, see whether the following statements make sense to you:

For Coontz:

the relationship between . . . and + « . 1S+ o« a

capitalist society efficiency negative
capitalist society equity negative
capitalist society cost positive
strength of labor movement efficiency Positive
strength of labor movement equity positive
strength of labor movement cost negative
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For Pauly:
the relationship between ... and ... iSeas
tax advantages for those who efficiency negative
obtain coverage cost positive
For Garfield:
the relationship between ... and ... iS aes
Medicare/Medicaid efficiency negative
Medicare/Medicaid cost positive

On the pages that follow, bring together the answers (i.e., flow charts)
from the previous exercises into a single diagram. Be sure to apply the appropriate signs
for each relationship you have uncovered. Use additional or separate sheets if needed,
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1. Stephanie Coontz, '"You Can't Afford To Get Sick"

efficiency

capltalist society
-+
- —yequity
health care a

a commodity
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ACTIVITY EIGHT:

After completing Exercise Eight, the class should be broken up into small
discussion groups. The members of the group should share their diagrams drawn for the
last exercise and discuss any differences among the answers, Disagreements among
members of the group should be settled, and the information of the previous exercises
pooled to construct three summary diagrams which the group will submit to the instructor
as their summary of the basic contentions made by each author. Please use the sheets
provided.,
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3. Sidney R. Garfield, "The Delivery of Medical Care"
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2. Mark V. Pauly, "Health Insurance and Hospital Behavior"




EXERCISE NINE:

We have now reached that point where the assumptions of the competing
policy perspectives can be compared and specific points made about how they resemble
or differ from each other. In this exercise -- which can be done individually or with
others in the class -- you are to take the results of your work from Exercises Five through
Eight and compare the results within the framework of similarities and differences set up
in the following forms. However, some preliminary comments are in order:

- FIRST, vou must remember that different authors use different labels for
the same phenomenon, For example, Coontz makes reference to unnecessary
services provided by the health care delivery system, while Pauly implies
the same activities both directly and by reference to the overuse of
hospital facilities by physicians and patients. Another example is found
in Coontz's reference to health maintenance organizations (HMOs) which
seems synonymous (although not identical to) Pauly's references to
prepayment systems of health care and Garfield's discussion of the Kaiser
Plan units. Take care when you compare statements made about these
variables, but where possible assume that they are discussing the same
phenomenon, This will facilitate your completion of this exercise.

- SECOND, don't be disappointed if you cannot find a specific point of
agreement or contention between the arguments; the task of inventorying
cach position as you have is a complicated and very personal one, and
you may not have seen some statement in the same light as others, This
is why you ought to consult with others in the class on this work -- why
you should consider the general picture obtained through Activity Eight.
Such cooperation would not be “cheating, " but rather an example of how
groups can work on a task more effectively and efficient]y than can
individuals.

~ THIRD, be open in your search for answers to this exercise. Don't read
anything into the text of an article which is not there, but at the same time
play around with the logic of the author’s position to see how he or she
might view a particular matter if the question about it was directly put,
For example, while Pauly's article is intentionally focused on the behavior
of hospitals and people who are insured under certain types of policies,
it would not be out of order to extend his logic to the behavior of other
actors in the health care delivery system. Just take care to keep one eye
on the author's assumptions so that you don't extend his or her logic too
far.

Given the nature of the assignment in this exercise, it would be extremely
difficult to provide you with examples of answers which might be relevant to your inventory
of the three articles. Instead of offering such exemplary answers, hints have been
included that might lead you to a possible answer. These are only intended as "leads"
if you find yourself unable to develop your own answers, Follow up on these leads by
rereading the articles in question on those specific points.
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(1) On what basic assumptions do the alternative perspectives agree according to
your inventory of their respective positions?

a) agreement among all three:

b) agreement between Coontz
and Pauly?
c) agreement between Pauly

and Garfield?

d) agreement between
Coontz and Garfield?

(HINT: What do all three say about the
relationship of Medicare and Medicaid to
costs?)

{HINT: What do these authors say about
the relationship between unnecessary
services to costs?)

(HINT: What do they feel is the relation-
ship between physician desires for income
and other amenities and the efficiency of
health care delivery?)

{HINT: What is the relationship each author
sees between the fragmented organization of
health care delivery and its efficiency?)
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(2) On what basic assumptions do the alternative perspectives disagree?
a) disagreement between (HINT: Compare what each author says about
Coontz and-Pauly: the number of people covered by insurance
and the efficiency of the health care delivery
system,)
b) disagreement between (HINT: Compare what each has to say.regard-
Coontz and Garfield: ing the relationship between HMO-type or-

ganizations and the resulting efficiency of
health care delivery.)

c) disagreement between (HINT: Compare what each has to say about
Garfield and Pauly: the behavior of physicians and other medical
personnel under a prepayment system and its

impact upon efficiency.)
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D, Critical Tests

Having completed Exercise Nine, vou now possess the basic information
needed in developing a critical test among competing policy position assumptions: an
awareness of the points of agreement and contention among the alternative perspectives,
Tollowing the model offered by the "method of multiple working hypotheses, " we would
regard the contentions found in part 2 of the last exercise as reflections of basic dis-
agreements between the perspectives which can only be settled through empirical tests
which give credence to one position over the others. It needs to be emphasized once
again that for present purposes these tests cannct prove or disprove the validity of any
particular position on the reform of health care delivery in the United States, Tests of
"truthfulness" are beyond the reach of social science in general and policy studies in
particular, Nevertheless, critical tests and crucial experiments can provide us with in-
formation to support or question the credibility of the policy alternatives offered to us,
Having that much information is a major advance in itself,

Let us consider two basic points of contention you may have found in your
reading., For example, between market and bureaucratic reformers there is a basic disagree-
ment concerning the best organizational form for the supply of health care delivery in
America. For market reformers, a pluralized and fragmented supply is a prerequisite to
the efficient functioning of the medical services market place, Such an organization
would be flexible and adaptive to the continuous ebb and flow of demands made upon the
solo practitioner and related functionaries, In short, market reformers believe the
efficiency of health care delivery is facilitated by maintaining an unrestricted, unregu-
lated, unconsolidated supply of health care providers and facilities., On the other side of
the issue stand the bureaucratic reformers who regard regional consolidation and rational
reorganization as the solution to the current crisis. To them, health care delivery system
fragmentation is a cause of poor service, not a facilitator of efficiency. From their point
of view, the basic organizational premises of market reformers is not only incorrect,
but also aggravates the very problem it is said to resolve, This basic disagreement is
manifested in Garfield's view that the current organization of the health care system fails
to provide needed services to the well and worried well, having room only for those who
are ill, This, if you recall, is Garfield's view of an inefficient system, one which
wastes the resources at its disposal. This is also contrary to Pauly's claim {mostly
implied) that all is well with the current organization of health care providers and that
the problem lies elsewhere in the system {(with the type of insurance and payment programs
available). To Pauly, the current system, fragmented as it is, can provide the right
services to the right people as they are needed. The objective is to give the resources to
those tasks which are most urgently needed {(e.g., taking care of the truly ill in an

efficient manner) rather than wasting the resources on exiraneous services,

Diagrammatically, the two positions are obviously contradictory, Garfield
believes the current fragmentary health care delivery system in the United States will
produce the inefficient use of available resources, while Pauly views that same system
as potentially efficient, if only the financial aspects of the delivery mechanisms were
corrected, (See Figure IV,11)

fragmentation of (Pauly) < efficiency of
v of the health
health care supply Garfield —? i
cratem { ) - care delivered
FIGURE IV,.11
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Two points must be noted at this time to clarify just what the disagreement
does or does not involve. First, it must be stressed that what each author focuses on is
the current organization of health care delivery in the U.5. This is important to note for
one must be careful to reflect on the targets of each perspective's criticism rather than
confusing their criticisms of one condition with another. The second point is related to
the first, for we must be explicit in regard to what each author means by efficiency. For
Garfield efficiency is the rational use of available resources, while for Pauly it is the
rational distribution of those scarce resources among alternative uses. The differences
here may seem subtle, but they can be extremely important when we try to develop a
crucial test of these competing positions.

For example, say we wish to develop a critical experiment to test for the
relative credibility of Garfield's and Pauly's positions based on this particular point of
contention. The first thing to ask is for a specification of exactly what is being disputed.
As we have noted, both are speaking of the current organization of the health care deli-
very system as the independent variable, and both view that current system as fragmented,
i.e., lacking in any bureaucratic coordination, Thus our test might be based on a
comparison between two communities which, except for the organization of their health
care system, are in every way alike, Were it possible to find two such communities
{(a highly unlikely possibility in fact, although one might find two very similar communities
with different health care systems), the next question would be whether the difference
in their health care delivery systems reflects the points made by Pauly and Garfield.

If one community had a system dominated by a single hospital and one or two prepayment
clinics {(e.g., HMOs) while the other had a traditionally fragmented system, then a
reliable critical experiment might be possible,

Even were the conditions available, we must consider which possible
dependent variable we would measure -- Garfield's view of efficiency or Pauly's. Under
Garfield's measure we would evaluate how the "well and worried well" are being treated
in both communities, Garfield's argument positing they would be better treated in the
bureaucratized system as opposed to the traditional. Pauly's test of efficiency would
measure to what extent the resources available for health services were going to those
most in need, Here the more traditional measures of "cost effectiveness™ [e.g., how
much care is being received for each additional dollar spent) might be applied to the
delivery systems in both communities, the one proving most cost effective getting the nod
as being more efficient,

If two similar communities were not available and research regources were,
it might be possible to accomplish the crucial test between Garfield and Pauly by focusing
on one community as it moved over a period of time from a fragmented health care system
to a more bureaucratic., For example, let us assume that corporation X in your city
currently has a Blue Cross/Blue Shield Plan for its employees and all are enrolled. You
read in this morning's paper that X's personnel office has announced the Blue Cross/Blue
Shield Plan will be replaced next year with membership in a local HMO. Here is a grand
opportunity, for it might be possible to develop measures of the efficiency of health care
"delivered to workers of company X both before and after the shift from a private and highly
traditional system to the consolidated HMO system, There are, of course, numerous
problems, First of all, Pauly is as critical of Blue Cross/Blue Shield Plans as he is of
the potential of HMOs. He might dismiss any findings contrary to his assumptions as
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not reflecting his position that the fragmented system without the current financing scheme
will be more efficient than it is with it, A second problem is in the test of efficiency
itself, for one must decide which definition should be applied in the experiment, If you
use the amount of service provided to the well and worried well, Pauly's position
defenders could regard the test as irrelevant; if you used cost effectiveness, Garfield's
supporters could make the same charge. In addition, there are any number of technical
problems to consider. The measurement of any variable over time reflects the impact of
many factors, not merely the one a researcher designates as the "cause." It is unlikely
that any critical test can hold everything constant except the change in health care
plans, especially over a period of one year or more, Thus what might seem to be an in-
crease in efficiency due to a change from Blue Cross/Blue Shield to HMOs may in fact

be the result of cleaner air or purified water, better weather conditions, or even a fad

in which the company employees all became exercise fanatics running 5 miles per day and
staying in good (and healthy)} shape.

‘We do not intend to discuss research design problems in detail in this
module other than to make the point that while critical tests and crucial experiments
might be desirable, they might not be feasible —- technically and otherwise. This be-
comes even more evident when we consider a second point of contention, this one between
Coontz and the other two perspectives, Of the three berspectives, only Coontz advocates
the nationalization of health care, her point being that this will guarantee the treatment
of health care as a right rather than a commodity, thus leading to increased efficiency
and equity, and decreases in costs as she defines those variables. In a world where the
national organization of health care varies from the privately owned and operated to the
substantially nationalized, it might be possible to make comparisons of health care
efficiency, equity, and costs between systems which differ along this specific dimension,
Coontz refers to one such study done by the U.N, International Labor Organization
which shows that systems improve in the delivery of health care as they are disconnected
from private sector control. She goes on to cite other studies which indicate the same
results, Does this make her perspective more credible than the others? Answering that
guestion would entail more investigations —- studies based not only on Coontz's views
of efficiency, equity, and cost, but also the meanings those terms hawve for Pauly,
Garfield, and other reformers. In addition, showing evidence that Coontz’s position is
credible does not mean some equally valid studies cannot be cited which show Pauly,
Garfield, or others to be just as credible. Then what?
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CONCLUSION:
A Prelude to Research

As you can see, we have reached an important juncture in this module
where there are a number of new and interesting questions being raised. To this point
we have established that different policy proposals regarding health care delivery in the
United States are based on alternative sets of assumptions., On ceriain points these
assumptions are similar, but on many substantial matters they differ. You have seen how
these differences and similarities can be made explicit through a careful process of
analysis and diagramming. You have also seen how these can be used to compare policy
alternatives, the assumption being that more credible premises are likely to lead to more
credible conclusions {i.e., policy propesals). Having established all this, the questions
now raised deal with the matter of how one goes about testing the competing alternatives.
Where Pauly and Coontz and Garfield differ, can we determine which set of assumptions
is more credible? Is Pauly's view on the organization of health care delivery more
credible than Garfield's? Are Coontz’s beliefs about the treatment of health care as
market commodities more warrantable than Pauly's premises? Is Garfield's assumption
that the problem of health care delivery in the United States today is rooted in poor
organization more reliable than Pauly's position that it is based in the distoried demand
schedule of Americans seeking medical services? These are empirical questions, and to
answer them we must turn to valid and reliable empirical research methods,

A sufficient discussion of critical tests and research designs cannot be
accomplished in this short module. Evaluating competing policy assumptions is a difficult
and serious task which must not be dealt with lightly. Tt should go without saying that
the results of such research must also be seen in light of other evidence, for no empirical
test -- regardless of how well designed and carefully implemented -- is going to supply
information which is completely valid or wholly reliable, Yet evidence from such research
should be considered as one among several means for helping policymakers and others
systematically make some of the critical choices they face from time to time. What we
have attempted to do here is familiarize you with this approach with the hope that yvour
interest for both health care reform and public policy analysis will be extended to include
an interest in the research which should follow,

Bibliographyv and Guide to Some Helpful Sources:

As is probably evident by now, the debate over health care delivery has
generated a voluminous literature, The resources for any student concerned with this
issue are so vast that it would be impossible to attempt any semblance of a listing on
these few pages. In addition there is the matter of providing you with some citations on
the public policy analysis approach we have applied in this module. To facilitate your
research on these various matters while not inundating you with too extensive a list of
titles, the following bibliography is organized along the lines of the module presentation
itself and the number of citations is held to "readable"” minimum.
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I. The Problems of Health Care Delivery,

The problems related to the delivery of health care in the U.8. come in a
variety of forms. Some are technical, others financial, but all have an impact on the
personal lives of millions of Americans, There are several works which focus on these
problems and their dimensions; some even challenge the idea that there are problems.
‘While they are often works written in the tradition of "muckraking" journalism, this does
not detract from the picture they provide of Americans contending with their health care
system, :

1, Edwards, Marvin H. Hazardous to your Health: A New Look at the
"Health Care Crisis" in America. New Rochelle, N.Y.: Arlington
House, 1972,

2. Ehrenreich, Barbara and John. The American Health Empire: Power,
Profits, and Politics. New York: Vintage Books, 1970,

3. Kennedy, Edward M. In Critical Condition: The Crisis in American Health
Care. New York: Simon and Schuster, 1972,

4, Klaw, Spencer., The Great American Medicine Show: The Unhealthy State
of U,S5. Medical Care, and What Can Be Done About It, New York:
The Viking Press, 1975,

Se Kotelchuck, David, ed. Prognosis Negative:; Crisis in the Health Care
System. WNew York: Vintage Books, 1976,

6. Magnuson, Warren G. and Segal, Elliot A. How Much For Health?
Washington, D.C.: Robert B. Luce, Inc., 1974,

II, Proposals for Health Care Delivery Reform

Perhaps the place to start here is to consider some historical background
material which might explain just how national health care delivery policy came to be
what it currently is. For this purpose see one of the following:

1, Feingold, Eugene. Medicare: Policy and Politics. San Francisco:
Chandler Publishing Co., 1966.

2. Marmor, Theodore R, The Politics of Medicare, Chicago; Aldine
Publishing Co., 1973,

3. Sundquist, James L, Politics and Policy: The Eisenhower, Kennedy, and
[ohnson Years. Washington, D.C,: The Brookings Institution, 1968;
see Chapter VIII.

On the current issues, especially the various proposals for national health
insurance, see:

1, Davis, Karen, National Health Insurance: Benefits, Costs and Conse-
quences, Washington, D,C.: The Brookings Institution, 1975,
2. de Lesseps, Suzanne, "Controlling Health Costs, " in Editorial Research

Reports on National Health Issues, edited by Congressional Quarterly,
Washington, D.C.: Congressional Quarterly, Inc., 1977; pp.1-20,
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3. Margolis, Richard J. "National Health Insurance -- The Dream Whose
Time Has Come?" New York Times Magazine, January 9, 1977.

4, Russell, Louise B. "Medical Care Costs, " in Setting National Priorities:
The 1978 Budget, edited by Joseph A. Pechman. Washington, D.C.,:
The Brookings Institution, 1977; Chapter 6.

III, The Debate: Three Views on Health Care Delivery

The Robert Alford book cited in the body of the module provides a summary
of the general debate, especially Chapters 1 and 8. Then there are the three works used
in this module to illustrate each of the primary views, As was noted before, each is
fairly representative of the position they represent. However, there are other works which
can help provide more background for each approach,

The radical reformist perspective is reflected in the publications of the
Health Policy Advisory Center {Health-PAC) which includes two of those cited under part
I of this bibliography, specifically the Ehrenreich and Kotelchuck works. Other versions
of the radical reformist argument are usually found within the context of more general
critical presentations on life in America. See, for instance, the collection of readings
edited by Richard C. Edwards, Michael Reich, and Thomas E, Weisskopf titled The
Capitalist System: A Radical Analysis of American Society (second edition. Englewood
Cliffs, N,J.: Prentice-Hall, Inc., 1978); also see comments on health care by Charles
H. Anderson in his The Political Economy of Social Class {Englewood Cliffs, N,JI.:
Prentice-Hall, Inc., 1974),

For a broad view of the market reform approach, see the essays which ac-
companied the Pauly presentation in New Directions in Public Health Care: An Evaluation
of Proposals for National Health Insurance, edited by Cotton M. Lindsay for the Institute
for Contemporary Studies of San Francisco {1976), A more direct assertion of the market
perspective was provided by Harry Schwartz in his "Health Care in America: A Heretical
Diagnosis, " published in the August 14, 1971 issue of Saturday Review {pp. 14-17, 55}.

The bureaucratic reform approach is well represented by the Garfield article
which is a classic in its own right. Other analysts have been looking at this solution,
however, and some of their works -- although perhaps technical in places -- may well be
worth a look., Specifically, see:

Lehman, Edward W,, Coordinating Health Care: Explorations in Inter-
organizational Relations. Bewverly Hills, Ca.: Sage Publications, 1975,

Somers, Anne R, Health Care In Transition: Directions for the Future.
Chicago: Hospital Research and Educational Trust, 1971,

V. Analyzing Competing Folicy Alternatives

The approach used here owes much to the work of Elinor Ostrom who has
used it in her courses and research at Indiana University, For those interested in examples
of this approach, see the following:
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THREE APPROACHES TO HEALTH

CARE
Dubnick, Mel, "Comparing Policy Alternatives, " Poli i ;
’ . : icy Studiesg Jo _
6 {Spring, 1978): 368-375, ~oumal, j Your Evaluation Form
Ganté4v\fglliam R. "Applying Political Theory,” Change, 8 (July, 1976):
-67. ! .
"Metropolitan Reform: Propositions Derived From Two Traditions, " Soclal Tn order to improve this learning module, we would appraciate your
Science Quarterly, 53 (December, 1972): 474-493, T anzwers to the foliowing guestions. Your completed survey will be sent to the

American Politizal Science Association and the results forwarded to the author of

Ostrom, Elinor, Urban Policy Analysis: An Institutional Approach.
the module so that the module can be revised for final publication.

WE}shington, D.C.: American Association for the Advancement of
Science, forthcoming,

PART A

The methodology of the crucial experiment or critical test underlies this General Information

Chamberlin, T,C., "The Method of Multiple Working Hypotheses, " reprinted L. Your college or university:
in Science, 148 (May 7, 1965): 754-752, ’ |
McDavid, James C. "'Crucial Testing' for the Study of Complex Institu-
tions," in Problems of Theory in Policy Analysis, edited by Phillip M-
Gregg. Lexington, Mass,: Lexington Books, 1976, pp.137-147 ) 3 2. Exact title of course (please give the name. not the course mumber)
PlattéSIBOhn R. '"Strong Inference,” Science, 146 {October 16, 1965):‘347—
Stinchcombe, Arthur L, Constructing Social Theories. New York: ;
Harcourt, Brace and World, Inc., 1968; pp. 24-28, 3. How many social science courses (i.e., courses in political science,
economics, sociolegy, anthropology and psychology) did you complete
before taking this course?

{Please indicate the total number of such courses)

4. Head instructor for this course:

5. ‘'Was this analytical module taught by a teaching assistant?

a. Yes Name
b. No
6, Are you a:
B Freshman d. Senior
k. Sophomore e. Graduate student
C. Junior

7. 1Is your major field of concentration:

a. _ __ Political Science
b. Other; please specify
¢. ___ No major yet
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PART B
Evaluation of the Supplementary Analytical Unit

8. How would you rate this analytical module in terms of the following:

Excellent Good

Adequate

Poor

a. clarity of the author's
explanation

b. clarity of figures and tables

c. gquality of the exercises

d. gquality of factual material
which was presented

e. clearness with which the
module differentiates
among varying analytical
approaches

f. readability of the text

9. How would you rate this module in terms of accomplishing the following goals:

Excellent Good

Adegquate

Poor

a. acquiring knowledge about
government and politics

b. understanding concepts and
theoretical approaches

c. providing experiences in
political research

d. understanding relations be-
tween thecretical
approaches and facts

e. stimulating you to de
research

f. actively engaging you in
instructional material

g. extending your analytical
skills
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10.

11,

12,

13.

14.

How would you characterize the following aspects of this analytical unit:

a. text of the module
b. figures and tables
c. factual material
d. exercises

e. presentation of analytical
approaches

How well did this module fit together with:

a. course lectures
b. course textbook and readings

c. other activities in the
course (such as discus-
sions, audio visual mater-
ials, etc.)

very
interesting interesting adequate dull
very well well adequately poorly_

Which exercises from the module did you do?

Which exercises stand out as particularly good; bad; and why?

Did you learn something from the use of this module that yo

other course materials?

a. Yes
b. No
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u did not learn from




If your answer (to guestion 14) is ves, what did you learn that was different?

15, Taking everything into account, would vou recommend that political science

courses:
a, use many more such materials
b. use more such materials
c. don't know
d. use fewer such materials
e, use far fewer such materials

16, ‘What other suggestions do you have that might help make this analytical unit
a better learning module?

Thank vyou for your time and trouble in filling this out.
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