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Introduction

The subject of hospital use has been chosen for
discussion at this symposium because of its impor-
tance in the planning of an orderly hospital and medi-
cal-care establishment to meet changing public needs.
The program participants have been selected as the
most experienced individuals available for discussion
of this problem.

Invitations {o the symposium were extended to se-
lected graduates of the Graduate Program in Hospi-
tal Administration, to officers of national and state
hospital associations, to directors of programs in hos-
pital administration from other universities, and, this
year, to certain Blue Cross executives.

Hospital use has steadily increased. Cost of a day’s
hospital service also has increased, but at a much
faster rate. These changes can be explained as neces-
sary if medical care for the people of this country is
to be improved, but the resultant total increase in
public expenditure for hospital care has generated
much discussion of the question whether increased
use and cost now need to be controlled.

The future of hospital use needs examination. Pre-
dictions for the future are needed in order to plan
the number of general hospitals and related medical
institutions required to care for an increasing popula-
tion. Wise predictions of future need for hospital
beds are vital for hospital planning agencies in this

country. Planning the future hospital plant must
take into consideration not only population increase
but also changing medical developments, the social
factors which affect the public demand for service,
and the great shifts in our population, Various regions
of this country are changing in population at differ-
ent rates, but country-wide our rural population is
decreasing and our metropolitan areas are grotwing.
The population of central cities remains relatively
stable, while the suburban areas are rapidly expand-
ing. Based on population alone, planning for the
changing demand for hospitals is complicated, but
equally important is the prediction of future demand
for hospital care per thousand of population.

Hospital insurance, which now pays more than
half the hospital bill, is markedly affected by increas-
ing hospital use. Blue Cross and the insurance com-
panies regularly are finding it necessary to increase
premiums as a result not only of increasing cost but
also of the increasing ratio of use. Steadily increasing
monthly charges for hospital insurance are a source
of public concern. Those in the hospital and medical-
care field must explain these changes. It is the pur-
pose of this conference to examine all aspects of hos-
pital use in order that the subjeet may be better un-
derstood and that we may arrive at some judgment
ou where hospital use is headed.

The Fifth Annual National Symposium on Hospital Affairs was sponsored by the
Graduate Program in Hospital Administration and the Health Information Foundation
of the Graduate School of Business of the University of Chicago and, in some part, was
supported by a grant from the W. K. Kellogg Foundation. The Symposium was con-
vened at 9:00 a.a. on December 14, 1962, at International House on the campus of the
University. Chairman of the Symposium was George Bugbee, Director, Graduate Pro-
gram in Hospital Administration and Health Information Foundation, University of
Chicago. The subject of the Symposium was “Where Is Hospital Use Headed.” Because
of the importance of the subject and the interest demonstrated by those attending the
Symposium, the following edited transeript has been prepared for distribution.




Trends in Hospital Use and Their Public Policy Implications

ODIN W, ANDERSON, PH.D.

CaarrMAN: Mr. Odin W. Anderson, the first speak-
er, will discuss past trends in hospital use and their
implications. Odin Anderson, during his entire career,
has been concerned with the health field. He took
his doctoral degree in sociology, attended the School
of Public Health at the University of Michigan,
taught in the Medical School of Western Ontario,
and since 1952 has been director of research of the
Health Information Foundation, which, until May 1,
1962, was located in New York City. Upon the affilia-
tion of the Foundation with the University of Chica-
g0, Mr. Anderson was appointed associate professor
of hospital administration in the Graduate School of
Business and in the Department of Sociology. He
continues as director of research of the Health In-
formation Foundation, an operating unit of the
Graduate School of Business.

During the past few years I have heard and read
many expressions of concern about the rising cost and
use of personal health services, especially hospital
services, by representatives of organized labor and
other consumer groups, of government regulatory
bodies and legislators, and of hospitals and the medi-
cal profession.

The overwhelming tone of these expressions of
concern is that there is a great deal of wasted hospi-
tal care and that if such waste were eliminated, the
cost of hospital care would be reduced to an eco-
nomically tolerable level, Further, it is assumed that
hospital insurance has brought us to this crisis state
because it is now too easy, compared with pre-insur-
ance days, for people to be referred to hospitals. Im-
plicit in these expressions of concern are the notions
that, in some health-service Garden of Eden prior to
insurance, there was a perfect equilibrium of use and
cost of services, and that insurance is the figurative
fruit which can lead us straight to government regu-
lation.

Some sort of over-all view—a theory of use of
health services, if you will—is long overdue. We need
to get away from blaming anyone for the state of
affairs deseribed and to look at the context in which
trends and use of services have emerged even as far
back as the turn of the century.

It is of interest to note that the term “abuse of

hospital care’” has taken on a totally different mean-
ing compared with pre-insurance days. In pre-insur-
ance days, “abuse of hospital care’” meant allowing
a middle-class person to receive free hut needed hos-
pital care when he could afford to pay. Today, “abuse
of hospital eare” means providing a person with un-
necessary hospital care because he has hospital insur-

. ange.

I wish to read a few quotations comparing the
problems expressed by past and present hospital ad-
ministrators, not to illustrate that there is nothing
new under the sun, but to indicate that certain prob-
lems are inherent in the very context in which hos-
pitals are expected to function and that somehow
hospitals must continue to rise to these challenges
without expecting any final solutions. To do other-
wise is to court stagnation. The quotes follow:

In 1908, at the Fifth Annual Conference of the As-
sociation of Hospital Superintendents of the United
States and Canada (as the American Hospital Asso-
ciation was then called), Mr. George P. Ludlam,
superintendent of New York Hospital, observed:

It is, T think, an acknowledged fact that the per-diem
cost of patients per capita is constantly increasing. Also, I
think it will be admitted that this increase is not wholly
due to advances in the market cost of supplies. It is due in
large measure to the advance and development of medical
and surgieal science which has revolutionized old methods
and introduced such as are unquestionably more costly.
T'o this fact may be added the other patent one that con-
stant familiarity with these methods engenders a spirit of
extravagance which permeates the whole establishment
and which it is exceedingly difficult to check or control. I
do not mean deliberate, intentional waste. I suspect that
does not exist. But the gencrous, liberal, and even extrava-
gant use of supplies of all kinds leads to precisely the same
results in the matter of the cost of maintenance, and this
habit is, undoubtedly, prevalent in a controlling degree!

In 1912, nine years later, at the Fourteenth Annual
Conference of the American Hospital Association,
Henry M. Hurd, M.D., sccretary of the Board of
Trustees of Johns Hopkins Hospital, in his presiden-
tial address observed:

The Hospitals of the United States and Canada find
themselves without sdequate funds for the increased cost
of operation because of the growing need of expensive ap-
paratus for the diagnosis and treatment of disease; for the
greater cost of all food supplies due to the high cost of liv-

 The National Hospital Record, VII (December, 1903), 52.



ing; for the inereased cost of service in every department;
for the increased seope of hospital service; for the need of
doing more for the education of nurses and the training and
education of physicians and hospital administrators; for
more departments, better operating service and better
equipped hospital wards; and lastly for ample resources
to carry on social service and preventive work.3

And, in 1916, a resclution proposed by the Special
Committee on Grading and Classification of Nurses
to the American Hospifal Association and acted on
favorably by the House of Delegates of the American
Hospital Association read:

‘Whether it is wise to look for public funds or private
capital to provide hospital accommodation for patients
who could be as efficiently and safely eared for at home as
in a hospital, and for the same rates or less, given reason-
able provision for meeting the needs of the patient at home,
is an important and unsettled question relating to hospital
and home economics, which has a definite bearing on the
organization of nurses, on how many kinds of nurses should
be trained, and how they should be trained.?

Finally, forty-six years later, Mr. L. 8. Rambeck,
administrator of the University Hospital, University
of Washington, in a speech given before the Second
Western Regional Meeting of Health Insurance
Council State Committee Personnel held in San
Francisco on September 24, 1962, said:

An . .. element in the rising per diem cost curve is the
fremendous impact of research and education on medical
practice. Bach year a considerable but undeterminable
number of people are cared for in doetors’ offices who have
medical problems that had to be treated within hospitals
the preceding year. Research is eontinually leading to new
drug produets, new apparatus and new types of service
requiring specially trained personnel. All are very costly,
but must be available in hospitals for doctors to provide
the best possible care to their patients.:

In each period there was felt to be considerable
cause for concern about the constantly rising hospital
costs because of increases in unit price. Apparently,
little concern was felt about hospital use as such,
except that implied in the resolution in 19186, because
there were no visible and large third-party payers
like our present voluntary health insurance agencies.
Today, both price and use have come under more in-
tensive scrutiny than ever before. Up to now, the
health-services establishment has been allowed to
evolve and expand with virtually no regulatory con-
trols on price and use. One can, in fact, argue that
one of the limitations on expansion has been the
extent to which people fail to seek needed care, The

® Transactions of the American Hospital Associalion (1912),
pp. 88-89.

3 Transactions of the American Hospital Association (1916),
pp. 66-67.

4 Health Imsurance Viewpoinls, Health Insurance Council
(October, 1962), p. 2.
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various components of service—hospital, physician,
drugs and medieines, dentists, and others—have also
evolved and expanded in relation to each other, as
reflected in the changing composition of the medical
dollar. I am sure there is consensus that the form and
substance of the development of our health services
establishment have been generally good. We now
stand on the threshold of basic decisions regarding
price, use, and quality.

‘We can only hope that these decisions will be based
on adequate knowledge and adequate prediction of
the consequences. Human history is strewn with un-
intended consequences, We therefore need to acquire
greater comprehension of the meaning of trends in
use of services in different situations. My premise is
that there is no “proper’” use of hospitals in any time
and place short of the hospitals’ function to save life,
which is far beyond the old concept of hospital care.

Recent Trends and Current Patterns

The fact that the use and price of hospital care
have gone up dramatically since World War I1 is, of
course, no news to this group, and the causes are self-
evident. More pertinent, however, are the great vari-
ations in levels of use in different parts of the coun-
try, the differences in methods of providing physi-
cians’ services in this country, the differences in vari-
ous countries with substantially the same structure
of health services. In all indusérial countries, the use
of general hospital care has increased considerably
since the turn of the century and particularly since
World War II. Use appears to have increased gradu-
ally since the general hospital began to be a safe and
wholesome place to be treated. In 1872, for example,
I would estimate that less than 4 persons per 1,000
were admitted to general hospitals in this country.’
By 1935, and during a depression, the admission rate
was close to 60 per 1,000 population. Today, the ad-
mission rate is approximately 130 per 1,000 popula-
tion. Other services have also increased, particularly
physicians’ services and the use of drugs and medica-
tions. It would seem that the exhortations of health
educators have borne fruit, and now we are worried
about the increased effective demand. If the increases
in use and price (and consequently in expenditure)
had not been so rapid it is unlikely that the increases
would have attracted so much attention. It would
seem, however, that theé health-services economy
needs to move with the general economy. Unless it
does so, it fails to develop.

& T'ransactions of the American Medical Associalion, XXIV
(1873), 314-33.



To refresh our memories, let us review the move-
ment of use and price of general hospital care from
1946 to 1961 as reported in the Hospitals Guide Lssue
of 1962 published by the American Hospital Associa-
tion. In 1946 the admission rate per 1,000 population
in the United States was 98;in 1961 the rate was 128,
In 1946 the average length of stay was 9.1 days; in
1961, 7.6 days. In 1946 the per diem expenditures in
general hospitals were $9.39; in 1961, $34.98. In 1946
the average expenditure for hospital admission was
$85.57; in 1961, $267.37. By any standards these are
dramatic figures and they illustrate a health service
which is dynamie, although many fear it is in & seri-
ous crisis,

So much for the long-term trends. Now I wish fo
turn to the great variations in patterns of hospital
usge in various parts of this continent, among a few
countries, and among different methods of providing
physicians’ services in this country. As I have said,
the admission rate to general hospitals in this coun-
try is close to 130 per 1,000 population, the rate for
those with hospital insurance being appreciably high-
er than for those without such insurance. In Sas-
katchewan, with a province-sponsored and universal
hospital-insurance plan, the admission rate is around
200 per 1,000 population. In Indiana Blue Cross the
admission rate in 1956 was 116, In Great Britain,
where under the National Health Serviee no charges
are made to patients for hospital and physiciang’
services, the admission rate is around 85. In Sweden,
with a free hospital service and moderate deductibles
for outpatient physicians’ services, the admission
rate is 130. In New York City the admission rate of
under 100 is relatively low compared with the na-
tional average,

Group-practice prepayment plans, such as Health
Insurance Plan of Greater New York, generally re-
veal a lower hospital admission rate for their sub-
seribers and dependents than do medical plans oper-
ating on & fee-for-service basis. Bui a very recent
study by Trussell and staff at Columbia University
makes this generalization even more tenuous than it
was before when they showed virtually no differences
in the admission rates for the members and depend-
ents of the International Association of Machinists
in three different types of health-insurance plans in
various parts of the country. The plans under study
were the Blue Cross—Blue Shield of New Jersey, the
major medical contract for General Electric Com-
pany underwritten by Metropolitan Life Insurance
Company, and the Kaiser Foundation Health Plan
in the San Francisco Bay area.’

The Indiana Blue Cross Study referred to could
not explain the hospital admission rate found, but it

4

did throw some light on dingnostic patterns of dis-
eases found in general hospitals today and the ex-
penditures by diagnosis. An inspection of diagnostic
categories does not necessarily reveal whether pa-
tients should occupy a hospital bed, but for those
who feel that patients with upper respiratory condi-
tions should not ordinarily be in a hospital, it is of
interest to note that this diagnostic group represent-
ed just under 4 per cent of total expenditures for hos-
pital care in & twelve-month period.”

Another study compared the diagnostic patterns
of hospital patients in the Indiana Blue Cross plan
with the patients hospitalized in the Province of
Saskatchewan. It will be recalled that the admission
rates were 116 and 200 respectively. Monroe Lerner,
the researcher, wished to determine whether, with
such wide differences in admission rates, the diag-
nostic patterns would vary considerably. The finding
was that both areas had pretty much the same rank-
order of diagnoses by admissions, and consequently,
that the Saskatchewan admissions were simply
higher in all categories than were the Indiana ad-
missions.®

Obviously, then, all we know aboué use of hospi-
tals is that such use varies tremendously in different,
situations when health services are well advanced,
general economic conditions are good, and so on.
But we do not know why these variations exist.
Clearly, great variations exist in expenditures for
hospital care in different situations, but the possi-
bility is present of determining why these variations
exist and what they mean for health services for the
population,

Observations and Policy I'mplication

There now appears to be a consensus that some-
thing must be done to contain the rising expenditures
for hospital services. There is certainly no consensus
as to how this should be done. Subsequent papers
will deal with some approaches. It appears that the
health field is still in a free-wheeling period, but it
must be better able to justify its activities than be-

4 The School of Public Health and Administrative Medi-
cine, Columbia University, with the co-operation of the Na-
tional Opinion Research Center of the University of Chicago.
A Report on a Survey Conducted for the Foundation on Employee
Health, Medical Care, and Welfare, Inc. (New York, Founda-
tion on Employee Henlth, Medical Care, and Welfare, Ine.,
1062).

? Monroe Lerner, Hospital Use and Charges by Diagnostic
Category—a Report on the Indiana Study of a Blue Cross Popu-
lation in 1956, HIT Research Series No. 13 (New York, Health
Information Foundation, 1060).

& Monroe Lerner, Hospilal Use by Diagnosis; a Comparison
of T'wo Experiences. HIF Research Series No. 19 (New York,
Health Information Foundation, 1961).



fore. To do this, it appears that continuing research
in all aspects is called for to reduce the margin of
error if it can be reduced by research. When price
and use reached new highs in recent years, the hos-
pitals and the medical profession came under critical
scrutiny and were, in effeet, asked to justify these
trends. The hospitals and the medical profession
were in an indefensible position because even rather
elementary data on cost and use were not available
to throw light on what was happening. The health-
services establishment has a tremendous reservoir of
publiec good will, but more data are now needed fo
reveal the operation of the services so that intelligent
policies can be formulated.

It would appear, then, that if we wish we can now
appraise the various methods of financing and or-
ganizing services, because there is a range of differ-
ent methods in operation in this country and we can
make comparative studies among countries. I think
we are approaching the possibility of determining
what effects various methods of organizing and fi-
nancing services have on how tight or how generous a

HOSPITAL USE AND PUBLIC POLICY IMPLICATIONS

health-services system is. If we want a system with
a hospital occupancy rate of 95 and an average wait-
ing period of three months, such a system should ob-
viously cost less than one with an oceupaney rate of
75 and essentially no waiting period. It seems to me
that, at least, we can tidy up the loose ends of the
going establishment, clean up the gross aspects. If
we go further, we then run directly into consideration
of personal convenience, professional prerogatives,
and similar maftters which may have no inherent re-
lationship to quality buf can result in a tighter and
less expensive system. In any case, the alternatives
can be spelled out more clearly than they have been
heretofore.

The quotations I read in the first part of this paper
should encourage us to view constant change and
expansion as inherent in a dynamic health-serviees
system, and not something to view with undue alarm.
As we learn more about the system, hopefully we will
be able to help chart its course without stifling it.



The Public’s Attitude toward Hospital Use

RAY E. BROWN

CuarMAN: Mr. Ray E. Brown is viee-president
for administration of the University of Chicago. He
is a graduate of the Graduate Program in Hospital
Administration of this University. He is a past presi-
dent of the American Hospital Association and the
American College of Hospital Administrators. He
was, until May 1 of this year, the director of the
Graduate Program in Hospital Administration and
superintendent of the University of Chicago Hospi-
tals and Clinics.

Mr. Brown has written extensively on develop-
ments in the hospital field. His writings include
thoughtful papers on hospital use and cost. He will
discuss the publie’s responsibilities for changing hos-
pital use.

A discussion of public attitudes toward hospital
use could be either an indictment or a tribute to the
manner in which the public is using its hospitals. But
it would be very difficult, not to say impossible, to
prove either side, It is easier and, paradoxically, more
productive to examine some of the thinking that mo-
tivates the public to utilize hospitals in the ways that
it does. '

This approach is easier because it does not require
any value judgments or definitions of overuse or un-
deruse. Such definitions are at best imprecise, and
attempts to rate the public on a scale of goodness
and badness concerning use of its hospitals are of
doubtful value. No one seems able to explain the dif-
ference in morality between the O.B. patient lying
in bed in the hospital on the third, or even the sixth,
post partum day and that of the patient lying in bed
at home on those same days.

This is not to say that an inability to identify the
“extra’ day in the hospital, or the immorality in
using it, is a sign of ignorance about proper hospital
utilization. It is equally difficult to condemn or to
defend the length of time the public spends in getting
a high-school education or the number of times people
insist on having their mail delivered each week. There
undoubtediy are reasons why those two services func-
tion as they do and reasons why most of the users
feel that, under existing circumstances, their level
of use is about what it ought to be. This does not
mean that everyone agrees that twelve years of

1

schooling are needed for learning what is taught
through high school, or that everything taught in
those twelve years has value. It only means that,
under the circumstances of contemporary life, twelve
grades seem generally to be appropriate.

The foregoing is a very roundabout way of saying
that, if we think the public is not using its hospitals
correctly, we should quit worrying about changing
the public and start worrying about changing the
circumstances. People are wonderfully adaptable and
usually try to make out as best they can, each indi-
vidual choosing, in a coercive environment, the path-
way he considers best to serve his purposes. He will,
of course, work at changing the envirenment while
he is working at living with it. But the individual
lives in the here and now and must use the environ-
ment on the terms with which it presently confronts
him.

The Logical Choice

The most obvious circumstance that might eause
the public to inereasingly utilize the general hospital
is that the medical resources of the community are
increasingly located there. It would be odd if the
public did not go where the medical hardware and
trained personnel are congregated when those re-
sources are needed. Modern medicine depends upon
much more in the way of complicated gear and ex-
pensive personnel than can be found in the patient’s
home or in his doctor’s office. IEven if the patient had
not learned this fact from his favorite popular maga-
zine, he could not fail to pick it up in the literature
distributed by his local hospital in its latest campaign
for funds te be used in providing these very necessary
facilities.

In general, the patient not only has to go to the
hospital, but he has to stay there in order to have
use of the hospital’s facilities. The failure of hospitals,
medical staffs, and prepayment plans to provide suit-
able alternatives to staying in the hospital has made
it an all-or-none proposition if the patient is to have
satisfactory access to the community’s medical re-
sources. The failure of the general hospital and of pre-
payment plans to develop a comprehensive system of
care forces the patient to go to bed in the acute facili-
ties. In general, there is no organized outpatient serv-
ice for the private ambulatory patient, no organized
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home-care program that functions as an integral part

of the hospital’s operations for the pay patient, and .

few long-term facilities integrated with the services
of the general hospital for either the free or the pay
patient,

A generation of people who have observed with
great admiration, and even greater respect, the highly
efficient and closely supervised care rendered in the
general hospital has no notion of being caught sick
outside the orbit of that c¢are. They have no desire
to become lost in the gaps in care that exist once they
get past the exit sign of the general hospital. Because
there is no co-ordinated system of facilities that em-
braces each level of care, the patient and his family
must look after the co-ordination themselves—by en-
tering and remaining in the general hospital.

But it would be unfair to pass judgment on the
general hospital for the failure to develop a co-ordi-
nated system of patient services at all levels and at
all locations. Rather, this discussion is an attempt at
understanding why the patient does as he does. If
there is blame for the lack of alternatives to the gen-
eral hospital, then all elements of the community
must share in it. The problems of long-term care,
home care, and ambulatory care are complex and
difficult. Perhaps we have not tried hard enough, or
perhaps the continued use of acute facilities for all
patients is the best answer in a nation whose wealth
is great and whose hospital resources are fragment-
ized into small units. The point is: hospitals alone
are not to blame, nor should the patient be con-
demned for looking after his own best interests while
all elements are mulling the matter.

A Maller of Securtty

The fact that the general hospital means security
to the public represents another reason why it at-
tracts an increasing number of patients. The light over
the emergency-room door is the most trusted and
comforting light known to the American publie. If
spells security because of the array of medical re-
sources and personnel that it represents. People may
not talk about emergenecies, but the hospital is often
our first thought when any family member turns up
with an elevated temperature or complains of a
vague pain, While it is easy enough to consider hos-
pital overutilization in statistical terms in the imper-
sonal climate of the state insurance commissioner’s
office, those statistics cannot dispel the anxiety of
the individual when he or a member of his family is
ill. Thus, the cornmissioner’s utilization figures may
not only reflect acute need for medical care; they
also may be demonstrating the public’s acute need
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to know that such care is as near as a nurse’s eall
button.

The patient does not go to the hospital alone but
takes with him the anxiety and fears of his family.
The decision to enter and remain in the hospital in-
volves not only the patient and his doctor but the
other members of the family, who in many instances
are more anxious about the patient than the patient
is himself. In a way, the hospital takes care of the
entire family while it is caring for the medical condi-
tion of the patient. The fact that the patient is in the
hospital seems to have a powerful psychological effect
on the other family members and seems partly to re-
place their anxieties with a feeling of fatalism. They
are prepared to accept the worst if they know the
patient is getting the best, and the best to them
means the general hospital.

Complexr Motivalions

The widespread public belief that admission to the
general hospital represents the “best” gives a power-
ful impetus to hospital utilization. This belief creates
a number of motivations. In the first place, it exerts
a strong social pressure on the patient and his family.
If one needs medical care, then one must go to the
hospital because this is what one is supposed to do
under such circumstances. The obstetrical patient is
a simple illustration of this phenomenon of custom.
There really are no compelling medical reasons why
an uncomplicated delivery has to take place in the
hospital. But imagine the neighbor’s reactions if a
couple elected to have their babies at home or, even
worse, if one’s own family doctor suggested that the
baby be delivered at home. The docfor’s medical
judgment would probably be less an issue than an
elaborate explanation for such “way-out” conduct
to one's friends.

This acculturation of the hospital has meant that
almost all babies are now born in hospitals. The cus-
tom is fairly recent and has been very rapid in its
development. As recently as 1935, only 37 per cent
of the registered live births in this country oceurred
in hospitals; by 1959, only twenty-five years later,
the proportion had grown to 96 per cent.

The cultural imperatives in hospital utilization
are equally important at the other end of the life
cycle. It is rapidly becoming a social transgression
to die anywhere but in a hospital, and currently,
more than one out of every two deaths occurs there.
¥rom a strictly medical standpoint, a dying person
has no need to be in a hospital, but cultural attitudes
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now dictate that the hospital is the most appropriate
place for an individual to spend his terminal hours.
The failure to send a sick member of one’s family
to the hospital can raise more than just the neighbor’s
eyebrows, Within the individual, it can raise a feel-
ing of guilt for failing to do the best for an ailing
loved one. We worry a great deal sbout what our
friends will think of us, but we worry even more
about what we think of ourselves, and most indi-
viduals will go to extraordinary lengths to avoid
blame in their own eyes. This often calls for complex
mental maneuvering and rationalization, yet today’s
hospital has greatly simplified the problem insofar as
sickness is concerned. The feeling that we may not
have always done our best for those who depend on
us is greatly accentuated when they become ill, and
at such times we feel a great need to go all out in
their behalf. Placing the patient in the hospital serves
to help make up for neglects of the past and to assure
us that we shall not have to blame ourselves for not
doing everything possible in the present hour of need.

The Role of Compassion

Social approval of the hospital as a haven for the
sick has solved one of society’s most perplexing dilem-
mas. It has been a very recent solution, however.
Primitive man gave little value to a human life and
showed little concern for the disabled and infirm.
Only as the great religions developed did an ethic of
compassion for the sick emerge. This ethic created a
distressing dilemma for all but the very poor because
it meant that the sick should be taken care of at
home. To institutionalize a sick member of one's
family showed a callous lack of affection or became
an admission that one was too poor to provide ordi-
nary essentials, The home had about as many facili-
ties as a hospital, and one could not justify removing
the sick person to an institution and away from his
home and the family circle. At about the turn of this
century, however, the armamentarium of medicine
began outpacing the resources of the private home
and thus provided justification for squaring the ethie
with the realities of life. Man is a very ambivalent
animal, and the illness of another seems to create
feelings of both compassion and vexation. In lower
animals, compassion is absent, and the feeling is one
of strong antagonism toward the wounded and in-
firm. Civilized man has added compassion but has
not eliminated the vexing uneasiness and bewilder-
ment that he feels in the presence of sickness and in-
firmity. The socially enforced ethic that the sick live
with the well probably disturbed the sick as much as
it did the well. The sick are strongly inclined to be
by themselves and to avoid being set apart while re-
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maining within the circle of family life. The fact that
the hospital grew into something far superior to the
home as a place for the sick provided a socially ac-
ceptable answer to a long-standing cultural dilemma,
and the response has been a rapidly increasing utili-
zation of the hospital,

Dual Functions

No matter how one may take such a near Freudian
assumption, the fact remains that a hospital is as
much & social as it is & medical institution. This form
of duality applies to all our institutions and agencies
and can be illustrated, for example, by the length of
time required to finish high school. Our present re-
quirement of twelve years probably has little educa-
tional basis and probably represents more s social
than an educational decision, involving such factors
as the age considered proper for a person to go to
work or the age considered appropriate for a person
to leave home and go to college. It would be surpris-
ing indeed if an institution filling as vital a role as
the hospitals and having such tremendous social
capabilities were not utilized to envelop the fullest
possible range of social needs.

The careless statements sometimes made about
the physician’s compliance in overutilization of hos-
pitals imply that the doctor is a medical robot con-
cerned only with purely medical decisions. What is
frequently overlooked is the fact that a good medical
decision is also a social decision. It is an admixture
of the medical along with emotional, economie, and
varied environmental demands confronting the pa-
tient. Sickness does not oceur in a social vacuum, nor
is the practice of medicine a gnme of environmental
solitaire. Undoubtedly, there is some needless use of
hospital days, but it cannot be identified by applying
precise mediecal criteria to a human situation.

The question of how sick is sick enough to require
hospital ecare will increasingly lose its relevance as
the public becomes increasingly sophisticated about
hospital use. The pertinent question then may be-
come one of the level of sickness that makes it more
convenient to go to the hospital than to stay at home.
The hospital is regarded as a life-saving institution
by the public, but it also represents a major con-
venience, Chances are that it will be increasingly ree-
ognized and utilized as such by a people whose whole
culture has emphasized convenience, A nation that
gets its meals prepackaged and precooked, that shifts
its automobile gears automatically, gets housework
done electrically and homework done electronically
is quite likely to look for the most convenient meéans
of handling sickness.

Our way of life and our living arrangements make



sickness in the home highly inconvenient. The aver-
age modern home has no spare room for the sick in-
dividual, and the thin walls of the small rooms it does
have magnify the living noises of other members of
the family. No matter how adequate the home, sick-
ness is very confining to everyone in the household.
They cannot come and go as they wish, nor can they
have others in and out of their home. Also, caring for
a sick person is a physical task that cannot be turned
over to automatic household equipment and a task
that wears the energy and patience of even the most
devoted soul. It may be asking too much of the aver-
age person to expect him to see a moral difference be-
tween taking the drudgery out of sickness and of tak-
ing it out of all his other responsibilities and activities,

The Welcome Signs

The man on the street must be pretty confused by
the argument that he is overstaying his welcome in
the hospital. It would be difficult to find another en-
terprise bearing as many welcome signs. We have
made hospital service so attractive and convenient
that an unbiased witness could accuse hospitals of
tempting the patient to stay longer. Great effort has
gone into making the hospital more like home than
home itself and in making hospital life so gracious
and pleasant that no one should ever want to leave.
As soon as he gets off the D.I, list, the patient beging
his day with hot coffee and warm food (chosen by
himself the day before from a selective menu) as he
sits In the air-conditioned comfort of a tastefully
decorated semiprivate room. Later, he can look for-
ward to watching his favorite T.V. program. He may
get tired of such royal treatment, but it is not likely
that he will be lonely. Moreover, in most hospitals
there is a chaplain for the religious, a librarian for
the literary, and enthusiastic volunteers to listen to
those who never get to talk at home.

The publie does not have to go to the hospital to
find out how excellent the service is. Hospitals are
spared the expense of paid advertising, but they are
probably the most publicized institutions in our so-
ciety. Because of the publie’s interest, hospitals make
prize copy for all mass media. They have not been
backward in utilizing this favorable climate, and
sound publie relations in all forms has become a by-
word everywhere in the hospital organization. More
than one and one-half million women have become
emissaries of hospitals through such organized groups
as hospital volunteers and auxiliaries. And the print-
ed word has not been neglected—Madison Avenue
may well envy the beautifully prepared brochures
and handsomely illustrated annual reports issued by
many hospitals.

THE PUBLIC'S ATTITUDE TOWARD HOSPITAL USE

This is not to criticize hospitals in their all-out
efforts to please patients. The amenities they provide
are expected by a public accustomed to the splendor
of the modern motel and shopping center. The kind-
ness and concern shown patients are a hospital extra,
All the public support and appreciation accorded hos-
pitals is fully merited and deserved, but we should
nof be surprised to find that the public enthusiastical-
ly avails itself of what hospitals have to offer.

A Tacit Approval

Patients and the public generally must approve of
the way hospitals are being used since almost every
community insists on having a hospital and on con-
tinuously expanding existing hospital facilities. Citi-
zens may growl at the latest Blue Cross increase, or
over the most recent exposé of how others are over-
using hospitals, or the ways in which other communi-
ties are overbuilding hospitals, but they continue to
respond generously to fund-raising drives in behalf
of their own local hospitals. Admittedly, there are
many diverse motivations involved in the establish-
ment or expansion of 2 hospital, but the fact that the
end result will be greater use of the facility is known
to all. This supports the contenfion that at bottom
the public is not overly concerned about the way its
hospitals are being used—or, better stated, the way
in which the public itself is using its hospitals. One
sure way the publie could reduce “overuse” would
be to reduce the facilities available for unnecessary
use. It would also be a sure and direct way of intro-
ducing morality as a recognized factor in the question
of hospital utilization. If there were only enocugh beds
for the very sick, then the less sick would be guilty
of endangering lives if they occupied hospital beds
needed by very sick individuals. A moral burden
would then be placed on doctor and patient alike to
restrict utilization to the most necessary cases. The
public is aware, however unconsciously, that this
would be true. By its enthusiastic support of hos-
pital expansion, then, the public indicates some de-
gree of approval for the present manner in which hos-
pitals are being utilized.

Obscured Morality

In the public mind the issue of morality in hospital
utilization is obscure and ill defined. If there were no
prepayment plans, there would be no moral reserva-
tions to prevent an individual from using all the hos-
pital care he could purchase. Taken from this point
of view, criticisms are really aimed not at hospital
utilization but rather at prepayment utilization.

$



However, this raises some rather difficult questions—
questions that sooner or later may have to be dis-
cussed in depth if hospital utilization continues to
increase, :

Are utilization committees representatives of the
hospital, or are they actually representatives of pre-
payment plans and other underwriters of hospitaliza-
tion insurance? Are such committees properly a for-
mal arm of the hospital medical staff, or should they
be appointed and administered by prepayment plans?
Does the hospital have the right to insist that its
medical stafi ereate such a committee and undertake
the task of examining hospital medical practice quan-
titatively except where qualitative elements are af-
fected? If hospital medical staffs are to be charged
with the responsibility for controlling the utilization
of prepayment benefits, will they not have the right
to specify the scope and types of benefits and the
terms under which those benefits are provided? For
instance, if the hospital medical staff decides that
hospital utilization under the service-type contract
is too difficult to control, would it have a legitimate
right to insist that the hospital sign participating
agreements only for indemnity-type contracts?

The public has been increasingly encouraged to
utilize hospitals through prepayment benefits that
are continually extended. Over the years, prepay-
ment plans have added to the number of days of cov-
erage, to the types of conditions covered, and to the
services provided within the hospital. These increased
benefits, socially desirable and representing a sub-
stantial improvement in the quality of prepayment
coverage, also represent a substantial invitation for
more intensive utilization of hospitals. It is under-

standable if the public is a little confused over the.

argument about overuse of benefits at the same time
that those benefits are extended to provide for more
care.

There is some reason to believe that the public is
confused over the entire relationship of hospitals with
prepayment. It may be that, in buying protection,
the public is not applying the same specifications that
the prepayment plans use in selling. In the first place,
the public and the prepayment plans may be work-
ing from different concepts. Although both see pre-
payment as a mechanism for spreading the cost of
hospitalized illness, they may be seeing the mecha-
nism as working in different dimensions. Prepayment
plans see it as a matter of spreading the cost over the
population in such a way that the fortunate non-
users underwrite the costs of unfortunate users. The
public probably sees the mechanism primarily as a
means of spreading the individual’s own hospital ex-
penditures over a period of time on an instalment
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basis. The term “prepayment” would give support
to such thinking. The individual’s attitude toward
utilization, then, is quite different if he believes he is
making a claim on a form of “lay-away” plan than
it might be if he understood he is making a claim on
a mutual-aid arrangement.

There may be similar confusion over the kind of
burden that prepayment is supposed to cover. The
prepayment plans obviously see coverage as a mat-
ter of essential or necessary hospital care, whereas
the public may be seeing it as a matter of appropriate
or useful hospital care. The difference lies in their
concepts of “demand” and “need.” This difference
is almost wider than words can express and mueh
wider than the public has been able thus far to com-
prehend. What is at issue, insofar as hospital utiliza-
tion is concerned, is whether the forces of supply or
the forces of demand are to determine hospital utili-
zation. In all other battles of the market place, the
demanders call the tune, the consumer is undisputed
king. Only in wartime rationing has the public had
experience in being controlled in the level of its de-
mands for goods and services by considerations other
than price. But the public position with respeet to
hospital utilization is that the demanders must be
controlled by the suppliers. This position may very
well prove to be untenable both to suppliers and to
the public and may call for radical modification of the
prepayment contract and the prepayment concept.
The difference between what a consumer wants and
what he ought to have must be at great variance be-
fore the dramatic and drastic step of divorcing him
from the decision process is likely to be suceessful.

Prepayment o Catalyst

The public apparently sees prepayment, not as a
limiting factor, but rather as a contributing factor
1o its demand for hospital utilization. It has been will-
ing to let prepayment plans determine the package of
benefits, but there is real evidence that the public
never intended that prepayment plans should de-
termine the types and scope of utilization of hospital
care. The public not only has grasped at every in-
creased benefit that prepayment has offered in its
basic contract but has also turned to other coverage
for additional protection. Major medical insurance,
as a supplement to the coverage provided by basic
contracts of prepayment, has proved to be the hottest
item ever offered by the insurance industry. By the
middle of 1962, major medical as written by insur-
ance companies, fo extend the coverage over the cor-
ridor provided by the basic prepavment plan, pro-
tected more than 36 million people, or one out of
every five persons in the civilian population. Only a



decade earlier, no more than 108,000 persons had
this additional form of coverage. Further evidence of
the unwillingness of the publie to be hemmed in by
the benefits of its prepayment confract is seen in the
great number of families with multiple contracts.
And nation-wide surveys have shown conclusively
that, on the average, families with medical and hos-
pital coverage spend more of their own money for
those services each year than do families without
such coverage.

Clearly, the increasing spread of prepayment and
insurance, in both depth and breadth, has encouraged
the public’s increased utilization of hospitals. It
would be amazing if this were not the case. The pur-
pose of prepayment and insurance is to remove, as
much as possible, the financial inhibitions to utiliza-~
tion. Strictly from a merchandising point of view,
the prepayment mechanism should considerably in-
crease sales of hospital eare. One needs only to im-
agine how much the sale of such items as automobiles
and television sets would increase if the financial ar-
rangements for them were set up and sold by third
parties before the products were put on the market by
manufacturers or producers. The very sale of the
financing arrangements for hospitalization represents
a form of advertising of the values of hospital care
and a stimulus to the demand for sueh care.

The fact that the service is available upon demand,
and paid for, is the important factor, however. The
consumer does not have to face the hard choice of
foregoing some other desired purchase in order to get
hospital care. This is perhaps the only instance in our
economy where the individual can have his cake and
eat it, too. Under prepayment, there is no direct re-
lationship between finanecial penalty and use of hos-
pital care. Increased use will ultimately push up
monthly prepayment costs, but the immediate effect
is insignificant compared to the total transaction in-
volved in a single hospital admission. In terms of the
individual, the increased cost of his prepayment will
be paid by the month in a future time period, but he
can have the service now. Actually, the effect is in-
creasingly less direct as his employer more commonly
picks up the tab for half, or all, of the prepayment
costs. The arrangement, of itself, does not necessarily
encourage greater hospital utilization. It may do
that, too, but the point is that prepayment elimi-
nates factors from the decision process that would
undoubtedly restrain even the most clear-cut, appro-
priate use of hospitals. Said another way, prepay-
ment substantially shaves the difference between
what the individual might “need” to do with his re-
sources and what he “has” to do with them.

THE PUBLIC'S ATHITUDE TOWARD HOSPITAL USE

Ethics versus Economics

The substantial removal of economic considera-
tions in the use of hospital care has given the public
a strange posture in the market place. Actually, the
public is being asked to substitute ethical for eco-
nomic considerations in measuring the utility of a de-
sired service. This is a unique position for the indi-
vidual and one contrary to all his traditions and
training. Price has been his traditional measure of
utility of a product or service, and it may be asking
too much of him to insist that he become moral con-
cerning this one service—especially if he does not
agree that an ethical issue exists or does nof agree on
the eriteria for an ethical decision,

To a large extent, the cards are stacked against
ethies as a control of utilization. The individual’s
feeling of guilt over use of prepayment probably
could never be as strong as his feeling of guilt over
failure to do the best by a sick member of his family,
or the feeling of guilt over condemning his wife to the
burden of taking care of his invalid father at home,
or of subjecting the stroke patient to the feeling of
being discarded in a medically barren nursing home.
In any such battle of ethics it will take more than a
matter of character-training or a process of self-
examination to throw the battle in favor of decreased
utilization.

The fact that there are many reasons why hospi-
tal care is atiractive and desirable to the public
should not represent a dismal outlook to prepayment
or to anyone concerned. From a consumer stand-
point, hospital care is extraordinary, and there are
stronger natural deterrents to its overuse than al-
most any other commodity. It is a serviee in which
the consumer becomes an active participant and, in
the process, finds that some heavy demands are made
upon him. Hospital life is regimented life, and it is
lived in a strange and disquieting environment.

Despite all medical and social factors favoring an
increased public demand for hospital care, the in-
crease in utilization during the last sixteen years has
not been considerable. During the period 1946
through 1961, the average number of days of general
hospital care utilized per 100 members of the total
population increased only 10.5 per cent, rising from
88.8 days in 1946 to 98.1 days in 1961. There will
undoubtedly be further increases in utilization as
the medieal and social forces which affeet utilization
beeome stronger, but the prospeet should not cause
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hospitals and prepayment to panic. The important
question is: What role does the public want hospitals
to play?

No voluntary system of public service ever went
down the drain because of overserving the public or
because of cost. Nor has government ever been credit-
ed with doing things more efficiently or more eco-
nomically. The public demands that government
take over only when it is frustrated in its efforts to
secure what it considers adequate service, The dan-
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ger to hospitals and prepaymens lies in their getting
ab cross-purposes with the public over the definition
of adequacy of utilization and in their failure to pro-’
vide suitable alternatives for what they consider in-
appropriate uses of the general hospital. One can
safely predict that the question of hospital utilization
will be answered, not by enforcement of precise med-
ical criteria adopted by hospitals and prepayment,
but rather by the usual interplay of social forces that
bring some resolution to all social questions.



Implications of Increasing Hospital Use for Prepayment Plans

WALTER J. McNERNEY

CuairMaN: Mr. Walter J. McNerney is president
of the Blue Cross Association, an assignment of great
national importance to the hospital field. The ques-
tion of future trends in hospital use is of major conse-
quence for Blue Cross plans.

Mr. Mc¢Nerney is a graduate of the Program in
Hospital Administration of the University of Minne-
sota. He was, for a number of years, a member of the
faculty of the Program in Hospital Administration
at the University of Pittsburgh. He was the organizer
and the first director of the Graduate Program in Hos-
pital Administration at the University of Michigan.

The Blue Cross Plan in Michigan is one of the larg-
est and most important in the country. It has been
a leader in providing good coverage against the cost
of hospital care for the citizens of Michigan. Increas-
ing hospital use and cost led to rapidly increasing
charges. Public concern over subscription-rate in-
creases generated much eriticism and discussion.
This pressure resulted in the organization of a most
intensive study of hospital cost and use and of health-
insurance agency operations. The study was directed
by Mr. McNerney with other members of the faculty
in hospital administration at the University of Michi-
gan. It has just been published by the American
Hospital Association in two volumes titled Hospital
and Medical Economics: A Study of Population, Serv-
tces, Costs, Methods of Payment, and Conirols.

Mr. McNerney will discuss the implications of in-
creasing hospital use for prepayment plans.

Use of the hospital by the Blue Cross population
has been increasing over the years. For example, be-
tween 1947 and 1961, the admission rate increased
from 105 per 1,000 population to 142 per 1,000 popu-
lation, an average of 2.5 per cent per year. Average
length of stay went from 7.8 days in 1947 to 7.2 days
in 1952 and to 7.75 days in 1961. The product of the
admission rate and average length of stay per admis-
sion (inpatient days per 1,000 members) increased
from 825 in 1947 to 1,103 in 1961, an average of 2.4
per cent per year. Outpatient cases paid increased
from 38 per 1,000 members in 1947 to 61 per 1,000
members in 1961. Some of these increases may have
been due to broader scope of benefits, in addition to
increased utilization per member.

Breakdown by Blue Cross Plan

In 1961 five U.8. Plans had admission rates of 200
or over. These were Cheyenne, Wyoming, 219; Jack-
son, Mississippi, 214; Bluefield, West Virginia, 212;
Columbus, Georgia, 211; Baton Rouge, Louisiana,
200. At the opposite extreme, nine U.S. Plans had ad-
mission rates of less than 130 per 1,000 members.
These were New York, 111; Columbus, Ohio, and
Allentown, Pennsylvania, 119; Providence, Rhode
Island, 120; Washington, D.C., 121; Newark, New
Jersey, 122; Baltimore, Maryland, and Rochester,
New York, 123; and Harrisburg, Pennsylvania, 125.
The average admission rate for all Plans was 142, the
range from 111 to 219.

Average length of stay varied widely. Six U.S.
Plans had average length of inpatient stay of 9.00
days or longer. These were Allentown, Pennsylvania,
9.13; Richmond, Virginia, 9.08; Harrisburg, Pennsy!-
vania, 9.05; Chicago, Illinois, 9.04; Albany, New
York, 9.02; and Philadelphia, Pennsylvania, 9.00.
Short stays (less than 6.00 days) were recorded by
eleven Plans. These were Seattle, Washington, 4.04;
Boise, Idaho, 5.03; Baton Rouge, Louisiana, 5.05;
Great Falls, Montana, 5.27; Salt Lake City, Utah,
5.57; Jackson, Mississippi, 5.61; Portland, Oregon,
5.64; Columbus, Georgia, 5.66; Atlanta, Georgia, and
Albuquerque, New Mexico, 5.69; and Cheyenne,
Wyoming, 5.86.

By definition, patient days per 1,000 population
also varied considerably. The highest figures were for
Albany, New York, 1,456 days per 1,000 members
and Youngstown, Ohio, 1,418 days per 1,000. The
lowest experiences were about half the above figures
(720 days per 1,000 for Seattle, Washington; 722 for
Salt Lake City, Utah; 744 for Boise, Idaho; and 782
for Portland, Oregon). The four Canadian Plans
averaged 1,186. Ts hospital medical care this flexible
intrinsieally?

Ultilization by Region

Wide variation in hospital utilization can also be
seen by region of the country. Tables 1, 2, and 3 show
the relation of availability of hospital beds to their
utilization.

Table 1 shows that, between regions, length of
stay is a more direct influence on the variation in to-
tal utilization than is the frequency of admissions,
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with the one exception of the Northern Plains avea.
Data by state within each of these regions show that
both admissions and stay fluctuate widely, although
how much of the difference in the admission rates is
caused by people residing in one state and using hos-
pital facilities in another is not known. An important
point to remember is that the length-of-stay figures
are average, and are weighted by many different

TABLE 1

NUMBER OF HOSPITAL BEDS AND BLUE CROSS ADMISSIONS
PER THOUSAND POPULATION, AVERAGE LENGTH OF
STAY, AND TOTAL NUMBER OF DAYS OF CARE

Admis-

Region Beds sions Stay Days

4. Northern Plains. . .| 4.27 147 7.66 1,129

1. 126 8.83 1,110

2. 129 7.87 1,017
3.

126 6.62 832

5. 121 6.56 794

Total US........ 3.56 128 7.61 974

TABLE 2

DaYs 0F HOSPITAL CARE PER THOUSAND POPULATION AND
VARIOUS DEMOGRAPHIC FACTORS FOR THE
ToTAL POPULATION, 1960, BY REGION

Per Per
Per Cent | Cent
Cent Per in with
Region Days Aged Capita | Metro- | Hospi-
65 or | Income poli- tal
Over tan | Cover-

Areas afge

4. Northern Plains. .| 1,129 | 10.7 | $2,016 | 45 73
1. Northeast....... 1,110 ; 9.7 2,400 | 77 83
2. Middle West..... 1,007 | 9.2 2,865 | 70 84
3. South and South-
east............. 832 | 8.5 | 1,561 42 58
5. West and South-
west. . ..o....... 7941 8.5 2,267 | 69 | 62
Total U.S...... 974 | 9.3 | 82,166 | 63 73

factors. If differences caused by age, sex, and some
other factors are ignored, the types of illnesses hos-
pitalized will affect significantly the average length
of stay. Consequently, medical practice influences
this “averags” in two ways: by the length of time a
person remains in the hospital for a given diagnosis
and by the types of conditions for which hospitaliza-
tion is deemed necessary.,

Many social, economie, and medical factors enter
into the variations in utilizdation. Some of these are
age, income, population coneentration, and the de-
gree of prepayment or insurance. Table 2 compares
these factors to total days per thousand population
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by region. The only factor that “lines up’ in the an-
ticipated fashion is the per cent of patients aged
sixty-five or over, although the three high-usage re-
gions also have the highest per cents of population
protected against the ¢osts of hospitalization. To de-
fine the effect that these and other factors have upon
utilization will require statistical studies in depth,
using such techniques as multivariant analysis. Also,
the areas studied in this report are too broad to give
much more than general indications.

Table 3 relates Blue Cross utilization data to data
for the total population, even though these are not
directly comparable. How much of the variation is
caused by the difference between the nature of the
total population and the nature of the Blue Cross

TABLE 3

HospiTar UTILIZATION RATES oF BLUE CROSS MEM-
BERS AND OF TOTAL POPULATION, 1960, BY REGION

Apurs- AVERAGE
Per SIONS Dars Lexatn
CeNT oF | PER THOU- | PER THOUSAND oF Bray
R PopuLa~ BAND {Dars)
EGION
TION 1Y
Bioe
Cross | To- | Blue Blne Blue
tal {Cross Total Cross Total Cross
1. Northeast. . 49 126) 126 1,110 1,025 8.83| 8.11
2. Middle West] 39 129( 141f 1,017] 1,164 7.87 8.23
4, Northern
Plains...... 27 147| 164] 1,129) 1,194i 7.66] 7.27
3. South and
Southeast, | 18 126) 154 832 995 6.62] 6.47
5. West and
Southwest. . 13 | 121} 146] 794 881) 6.56] 6.04
Total T.S. 31 1281 139 974; 1,060| 7.61] 7.63

“population” and how much results from removal of
an ecconomie barrier is unknown. One further point
needs to be made here: “total population” figures do
not include admissions to short-term federal hospi-
tals, inclusion of which would tend to decrease the
difference between the total and Blue Cross.

Blue Cross Plan certificates in the Middle West
generally provide a greater number of benefit days
than do those in other areas, usually 120 compared
to an average of about 70 for the other regions. This
difference probably accounts in part for the finding
that the Middle West is the only region in which
Blue Cross exceeds the total population on average
length of stay.

For each ares except the Northeast, Blue Cross
total days used are greater when compared to total
population days. Primarily, this is the result of a
higher admission rate for Blue Cross members, with
the largest differences being in the regions having the
lowest percentage of the population enrolled in Blue



Cross. Why should this be? Particularly when the
data presented in Table 1 are considered, which indi-
cate that length of stay is & more significant influ-
ence on the variation in total utilization than is fre-
quency of admission. Comparison of Blue Cross utili-
zation between Plans and with the total population
requires not only analysis of the demographic and
medical factors of each but also an understanding of
the variations caused by benefit differences, adminis-
trative practices of the Plang, and the impact of the
Plan on the public, hospitals, and doctors it serves.

Unpublished Data
RATE-MAKING REFLECTIONS

The function of premium determination is to ar-
rive at the charge to be made to a subscriber or group
of subscribers for a defined fime period. Such caleu-
lations must take into account the historical and the
anticipated trends in utilization of care, costs of care,
and the influence of benefit pattern on these. Blue
Cross Plans, being essentially local service organiza-
tions, have routinely reflected local trends to a much
greater degree than other forms of health insurance
have done.

In the calculation of a multi-Plan rate by Blue
Cross, applying to an account spread over several
states, the influence of benefit pattern is removed as
far as possible, sinee the rate must apply to a con-
stant benefit. Therefore, the result is largely a calcu-
lation of the influence of utilization and hospital
charges on the cost of prepayment to subscribers.
Trend factors used must reflect the changing patterns
of incidence, primarily the admission rate and the
average number of days of care per 1,000 subscribers,
which were discussed earlier. Of course, expense of
administration or other non-benefit expenses are re-
moved from such caleulations.

The resulting variation between Plan areas in pre-
miums intended to cover provision of a single benefit
patiern for the same maximum period of days over
an identical timeé period are interesting. The effect of
utilization of benefits is now combined with the local
cost level of hospital care. Whether rates for one-per-
son or family contracts are considered, the range in
premium rate is approximately 100 per cent; that is,
the highest local rate is approximately twice the low-
est local rate so caleulated. Some dramatic switches
occur between “high” and “low’ Plans previously
rated by utilization measures, because now local cost
is also involved. For one-person ¢ontracts, the lowest
premiums currently result in Watertown, New York,
and in Oklaboma Plan areas, while the highest are
in Colorado. For family contraets, the lowest current
premiums result in Bluefield, West Virginia, 2 Plan
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which is among the highest in terms of admission
rate, while the highest current premiums are in
North Dakota,

It can be seen from pure premium calculation that
by far the largest influence on annual rate increases is
price of services (per diem cost or charges) followed
by increases in admission rates and days per case in
that order.

MEDICAL, SURGICAL, AND OBSTETRICAT, BREAKDOWNS

Another body of data which has not been pub-
lished relates to the obstetrieal, surgical, and medical
utilization of a large proportion, but not all, of the
United States Plans. The number of Plans and the
per cent of enrolment represented by them has been
inereasing (always over 50 per cent and now over 80
per cent). Briefly, these data show that, between 1950
and 1960, while the admission rates for the total of
all Blue Cross Plans had steadily increased, this in-
crease has been primarily for medical cases, from 37.0
admissions per 1,000 members in 1950 to 56.8 ad-
missions in 1960 (plus 54 per cent). Surgical cases in-
creased very slowly (56.1 in 1950 to 59.5 in 1960, or
6.1 per cent). Obstetrical cases increased from 23.4
in 1950 to 25.2 in 1952, but between 1956 and 1060
admissions of these cases dropped from 24.5 per 1,000
to 22.1. For all Blue Cross Plans, average length of
stay decreased from 7.18 in 1953, but after 1956
average length of stay grows to 7.52 in 1960. The
same pattern was evident for the Plans studied in
this analysis (7.34 in 1950 to 7.27 in 1952, and a sub-
sequent rise from 7.34 in 1956 to 7.91 in 1960). Both
medical and surgical average length of stay showed
little change from 1950 to 1952, but both rose mark-
edly after 1956. However, obstetrical length of stay
declined steadily from 1950 to 1960 from 6.71 days
to 4.74 {down 29.4 per cent).

Inpatient days per 1,000 members increased for all
Blue Cross Plans from 866 in 1950 to 1,050 in 1960
(plus 21 per cent). The experience in the Plans
studied was virtually identical. Medical days in-
creased from 309 in 1950 to 366 in 1952, and from
432 in 1956 to 504 in 1960 (plus 63 per cent).

Surgical rates per 1,000 members remain virtually
unchanged from 1950 to 1952 at about 380 to 390
per thousand, but they jumped from 416 in 1956 to
452 in 1960 (an overall increase of 18.9 per cent}. Ob-
stetrical days decreased from 157 in 1950 and from
122 in 1956 to 105 in 1960 (down 33 per cent).

INDIANA EXPERIENCE

Monroe Lerner, associate director of research and
planning of the Blue Cross Association, and Harry
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Hineman, director of the Actuarial Division, Mutual
Hospital Insurance, Inc., Indianapolis, Indiana, col-
lected data from the Indiana Blue Cross representing
their 1961 claims experience. These data are useful
for & number of reasons, the most important being
that they represent a comprehensive experience in
which the age and the sex of the enrolled population
are accurately known. It has been possible, therefore,
for Messrs. Lerner and Hineman to draw a number
of conclusions about the trend of Blue Cross utiliza-
tion that go deeper than the aggregate data available
for the entire Blue Cross experience. Another useful
aspect of the Indiana dats is that they can be com-
pared with the 1956 experience of the same organiza-
tion, so that a five-year trend ean be observed. The
main conelusions on the basis of work to date are:

1. As was apparently common to all Blue Cross
Plans throughout the ecountry, the admission rate in
the Indiana Blue Cross experience rose between 1956
and 1961, from 115.5 per 1,000 to 130.1 per 1,000.
But part of this rise was due to the changing age and
sex composition of the enrolled population; when
these factors are held constant by the method of age
adjustment, the rise is only 127.1. Over this five-
year period the percentage increase in unadjusted
ratesis 12.6, but in adjusted rates it is 10.0. However,
these statistics need to be qualified as follows: the
1961 experience included a fairly large number of
persons who paid direct while the 1956 experience in-
cluded a much smaller number of such subseribers
and dependents. If this group is excluded from the
1961 data, the new admission rate is 127.5, still a
considerable inerease. To judge from these data, the
admission rate has been rising on the basis of some-
thing like 2.5 admissions per 1,000 annually in the
course of the last five years. This agrees roughly with
the experience of all T.8. Blue Cross Plans, because
the admission rate in 1955 for all U.8. Plans was
129.5 and in 1960 it was 140.0, an increase of approxi-
mately two admissions per 1,000 annually.

2. In terms of age, the admission rate increased
for the age group 20-34 from 159.0 to 188.4; 35-49,
from 112.6 to 130.3, and 50-64, from 138.7 to 153.9.
In each case, it makes relatively litile difference
whether the entire experience was used in 1961 or
whether the direet-pay group was excluded. For the
age group 0-19, there was a decline from 77.8 to 75.0
admissions per 1,000. For the age group 65 and over,
there was a slight decline, from 220.4 in 1956 to 211.0
in 1961; but if the direct-pay group is excluded, there
was an increase instead of a decrease, to 259.4.

Further analysis of these data is proceeding in
terms of the components of the changes, including
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such factors as sex composition of the population,
patient status on discharge, and disease class and di-
agnostic category.

3. Average length of stay in this experience rose
from 7.3 days in 1956 to 8.1 daysin 1961. Again, this
rise aceords roughly with the experience for all U.S,
Plans, in which the average length of stay rose from
7.3 in 1955 to 7.5 days in 1960, However, when the
Indiana data are adjusted to the 1956 age and sex
composition, it turns out that there actually was a
decrease in length of stay from 7.3 to 7.1, but if only
group accounts are used, the change was a slight rise
from 7.3 to 7.6.

4. The annual hospital bill in 1956 was $19.22 per
insured person. This was an overall average relating
to the entire insured population whether or not they
used any services. The corresponding figure in 1961
was $33.49, which represented a 74 per cent inerease
over the five-year period, a rise of approximately 15
per cent annually. If only group accounts are used in
1961, the corresponding figure was $31.34 per person.
This represents an increase of 63 per cent, almost 13
per cent annually. These results are closer to our pure
premium data. In any event, it is obvious that the
major component of this rise is not the change in
utilization but rather the increase in charges. Thus,
the “cost per day” in 1956 was $22.91, but the corre-
sponding 1961 figure was $31.80 (or if only group ae-
counts are used, $32.14), an increase of 40 per cent
in charges.

Implications of Increased Use to Blue Cross

Having sketched very broadly the facts on in-
creasing admission rates, average lengths of stay, and
utilization rates, let us consider the implications of
these increases to Blue Cross.

First, let us look at the data themselves. We have
been examining national data. Several Plans have
gone into more depth than this, and, in fact, more
data are available nationally.

Despite the rapid strides in dats collection that
have been made within Blue Cross over the years,
there is still room for improvement in the uniformity
among Flans and the depth of both exposure and
utilization data. As far as exposure is concerned, we
need more refined breakdowns by age, sex, and other
demographic factors and by social or economic char-
acteristics of the population. These are needed for
better evaluation of changes in utilization. Regard-
ing utilization, we.need more information on diag-
nosis, duplicate admissions, physicians’ characteris-
tics, hospital characteristics, avatlability of beds and
physicians, attitudes toward health, ete., to shed
further light, when combined with better exposure



data, on some of the beginning reasons for some of the
inereases. In addition to utilization and exposure, we
also have aggregate data on expenditures for medical
care, at least for hospital service. Here, also, we need
and are exploring further breakdowns by character-
istics of the population or by many of the other im-
portant variables.

It is understandable why collection and analysis of
data lag behind other -operational developments.
Plans grew very rapidly and had to meet everyday
demands. Some felt it was too expensive to keep ex-
tensive data. Some failed to see the significance of
these data to long-range planning or to technical
problems. A similar, if not worse, situation exists
within commercial-insurance companies. For any
large number of their constituency, they are unable
to make definitive remarks on either exposure or uti-
lization.

‘We need also more special data, that is, data that
are collected for a specific purpose and are skilfully
interpreted. Through the screening of routine data,
we should and shall be getting into special studies
that employ sampling and modern analytical tech-
niques and that bear on such questions as: Why do
utilization rates vary by Plan markedly? Are patient
needs on a range of two to one as expressed in utiliza-
ticn rates across the country? What, more precisely,
is the relation between available beds and utilization?
Are the differences that I have shown by broad re-
gions due to different components within these re-
glons—age, sex, education, per capita income, popu-
lation per doctor, ete.?

Why does the Blue Cross population have a larger
utilization faetor than the population as a whole in
several areas? Is the large increase in the pure premi-
um, which is mainly attributable to the per diem cost
of hospital care, justifiable in terms of effective use
of the hospital? Can we demonstrate to our constitu-
ency that this increase is an increase in needed gerv-
ice and that the facilities are being used efficiently
seven days a week for those who do need them. Medi-
cal patients are largely responsible for increased
utilization. Is this a convenience factor for the older
population using the hospital? Are they going into
the hospital because there are no other institutions
to use?

Beyond these factors, the data that I mentioned
suggest such questions as: What is the relation of
benefit structure to utilization? What is the impact
of patterns of medical praetice? Why do people come
to Blue Cross? Why do they leave it? What is
characteristic of those who join or leave? What is
characteristic of high and low users and of such
groups as the aged, non-white, and rural?
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Before any of these questions can be answered, &
few things must be done. Routine data must be
broadened and made more uniform, We must have
more co-ordinative leadership among Plans, so that
the vast repository of useful data developed can be
pulled together and used. We must face up to the
faet that simple four-way tables and many of the old
techniques of relating one variable to another are no
longer precise enough; that we must adopt the newer
techniques, such as multivariant analysis, must use
sampling to save time and energy of staff, and must
learn how to exploit instrumentation for the sake of
speed and accuracy. Very importantly, we cannot
avoid the inevitable conclusion that, without a quali-
tative evaluation, at a certain point all the quantita-
tive differences that we might uncover are meaning-
less. Qualitative evaluation means getting directly to
the question of how effectively the hospital is being
used. Many people are looking over our shoulders in
prepayment who are insulated from hospitals by
Blue Cross and who want to know the answers to the
questions I have raised.

Further development of data collection along the
lines suggested above will provide us with a hard
basis for establishing future policy, a firmer basis for
better internal administration, and a broader basis
from which to add knowledge to the fields of medical
care, health, and social science.

Blue Cross started in the 1930’s accelerated by
widespread economic despondency. It grew and sur-
vived in those early years because of imaginative
leadership at key points but also by virtue of the fact
that there was little competition, little regulatory
authority, and a wide-open market. During the
1940’s, it burgeoned because of the cost-plus con-
tracts, the wage freeze, and the agreement by the
courts that fringe benefits in health were a legitimate
part of collective bargaining. During the 1950’s like
many corporations, it hit the turning point in the,
so-called growth curve and struck a plateau.

We have maintained about 33 per cent of the popu-
lation for the past several years. In order to get off
this plateau, in order to move upward, we shall have
to ask many of the questions I have cited and pre-
pare to chart our course in the directions indicated
by the answers.

Data collection presents these implications to
Blue Cross. How about the broader implications of
these figures that I have so briefly cited?

Faced with growing admission rates, faced with
rising length of stay, with growing utilization rates
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and higher and more ambulatory benefits in use,
faced with rising per diem cost, Blue Cross must, in
essence, take constructive steps to assure subserib-
ers that their money is well spent, Gradually, these
steps are being taken. Let me just touch on a few.
Gradually, Blue Cross is beginning to participate ac-
tively in community planning in part by relating
payment to bed need. Gradually, you are beginning
to see more auditing of claims with some reference
points established and questions arising out of ex-
tremes relative to those points. You are seeing more
qualitative judgments being made, very crudely at
first. For example, reference may be made to Joint
Commission on Acereditation status in reference to
payment. You will see further broadening of benefits
in an effort to take the pressure off the doctor and
the patient as far as use of only the general hospital
is concerned. You will see more careful review of
costs, their calculation, and their equity among hos-
pitals. And you will ses more Plans sponsoring experi-
mentation with built-in evaluations. Some Plans may
get into centralized technical assistance.

I} is significant to note that, moving into the post-
acute area of nursing homes, Blue Cross laid down
criteria of what is a proper nursing home; differentiat-
ed between medical, nursing, and domiciliary care;
and then said, “For these we will pay cost; for the
others, we will pay less or not at all.”

A discernible shift .is beginning to take place
toward direct controls of utilization on the part of
Blue Cross and hospitals. This shift is necessary and
desirable. A major misconception within the volun-
tary movement is that deductibles, co-insurance, and
indemnity (which, in effect, place the decisions of the
types I have talked about on the sick individual)
have a favorable control effect on a community-wide
basis. The fact that they are purported to and often
do, give an aura of control is probably one of the
greatest dangers that we face. Their only justifica-
tion, applied to hospital care, and the motive power
behind their existence in some of our Plans, is that
they do reduce the rate and make the package more

attractive to some employers—which employers, I
think, are often ducking their community responsi-
bilities.

If Blue Cross, faced with rising costs, lies back
passively and simply writes out a check for charges,
there is a strong risk that the rate cycle will so accel-
erate or the percentage of rate increase will become
so high that (1) the insurance commissioner repre-
senting the state, (2) major employers, or (3) major
unions will bring even stronger pressures on Blue
Cross. Blue Cross cannot let this happen perpetually,
if for no other reason than to protect hospitals from
themselves.

It is also desirable that Blue Cross shift into this
new posture because it is designed to do so. Blue
Cross was formed as a non-profit agency to do for
the community what it needed, that is, to cover all
risks and to have a conscienece about how hospital
and medical care are rendered, not just to act as a
dispassionate processer of claims.

Blue Cross Association

In closing, I should like to say that recently the
Blue Cross Association has been fortunate enough to
have obtained the services of able research personnel.
These men now are laying down the framework with-
in which some of the moves described will be made.
They are working on more uniform, meaningful sta-
tistics among Plans. They are beginning to develop
a clearing house for sharing research experiences
among Plans. They are beginning to work on a re-
search bulletin that should create a greater sense of
awareness in many of these areas. They are tooling
up for a periodic report to the public, and they are
preparing for original research where it is indicated.

These data, I am sure, will make our administra-
tive machinery better internally, and they should
stimulate further growth of our intellectusl leader-
ship and creativity. We are strong enough to face
the facts and, I hope, to pursue change as it is indi-
cated by new information, even if it leads to the point
of the organization of service per se.



Implications of Changing Hospital Use for the Medical Profession

BEVERLY C. PAYNE, M.D.

CHATRMAN: Patients are admitted to hospitals on
the order of physicians. No examination of the sub-
jeet of hospital use can omit a discussion of medical
practice as it affects the number of patients admitted
to the hospital, the serviees they receive, and the
length of time that they remain as patients.

The Michigan study conducted by Walter MeNer-
ney and his associates developed an ingenicus method
to explore the problem of hospital use. The method
required extensive consultation with expert panels of
physicians. Mr. McNerney was successful in inter-
esting Dr. Beverly Payne in becoming a member of
the study staff responsible for this aspect.

Dr. Payne is a practicing internist in Ann Arbor,
Michigan. He is a member of the faculty of the
Medical School of the University of Michigan. He
will discuss his investigations and their implications
for changing hospital use from the standpoint of the
physieian.

We recognize that there are many reasons for the
obvious variation in hospital utilization patterns. I
would like to develop some of the variables that I
consider most significant, recognizing that in most
instances the variation, once identified, can only be
accepted. There are, however, significant variables
which are capable of control. These I would like to
consider further and describe how one hospital staff
is identifying and modifying hospital practices.

The most important factors affecting hospital
utilization are the diagnostic pattern of the hospital-
ized population, the age and sex of the patients, the
source of payment, the character of the hospital
staff, the size of the hospital, the teaching responsi-
bilities of the hospital, and the physician and his
customary manner of practice. Let me demonstrate
how these factors operate to influence utilization
patierns.

The average length of stay in non-federal, short-
term general hospitals in 1958 was 7.4 days. This
average figure masks a tremendous variation of stay
in individual diagnoses, ranging from 1.7 days in
tonsillectomy to 27.5 days in fracture of the neck
of the femur.

When divided between operative and non-oper-
ative classification, the average length of stay for

men is found to be half a day longer when operated
than when not operated. Women, on the other hand,
have an average length of stay of one day less if not
operated. This difference is primarily related to the
preponderance of non-operative deliveries.

Eighty-nine per cent of hospital patients are under
age sixty-five; only 11 per cent are over sixty-five
years of age. However, this group of patients over
sixty-five is admitted more frequently, stays longer,
and utilizes a greater number of laboratory and
diagnostie radiologic procedures than do younger age
groups,

Females are more often hospitalized than males.
The peak frequency of admissions of females is from
age fifteen to forty-four years, the childbearing era,
while males are more frequently admitted from age
twenty-five to sixty-four. Once they get into the
hospital, men stay longer than women. This differ-
ence occurs in practically all diagnostic categories
whether operated or not operated.

The average length of stay varies with the source
of payment. The major difference appears to relate
to welfare patients. The average length of stay for
welfare cases was 10.5 days as opposed to a stay of
7.0 days when the patient paid his own bill or 7.4
days when Blue Cross was responsible. When the
patient alone pays the hospital bill, he is found to
understay three times oftener than when a third
party participates in payment of the bill.

There is a differential in utilization of X-ray and
laboratory facilities according to source of payment.
The patient who has a third party to help pay for the
hospital bill will utilize twice as many diagnostic
X-ray units as does the patient who pays the whole
bill himself and will use a third more laboratory
units. This difference, however, is not related to the
degree of participation by the third party in paying
the bill. In other words, the amount of patient par-
ticipation in paying his bill begins to affect the
services rendered only when he pays the whole bill.

The characteristics of the hospital itself and the
medical staff also influence the utilization patterns,
Average length of stay increases from 6.0 days in
hospitals with under 50 beds to 9.6 days in hospitals
of over 500 beds. The average total charges are
greater in larger hospitals, and the greatest propor-
tion of welfare cases are also found there. Laboratory
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and diagnostic X-ray units increase twofold from the
under-50-bed to the over-500-bed hospital. Signifi-
cantly, the highest number of laboratory and diag-
nostic X-ray units were utilized in caring for welfare
patients.

An interesting observation relates to the eduea-
tional function of the hospital. There is & straight-
line inerease in length of stay, units of laboratory and
diagnostic X-ray studies, and total hospital bill from
the hospitals with no intern or resident to hospitals
with internship, residency, and undergraduate med-
icine~-teaching program. Congruent with this is the
fact that hospital staffs with a low percentage of spe-
cialists generally have shorter average length of stay,
less utilization of laboratory and X-ray, and lower
total hospital bills than do hospitals in which over
75 per cent of the staff are specialists.

The importance of the physician in relation to
utilization of the hospital completely overshadows
all the previous remarks. His role is central, and,
because of this controlling influence, the remainder
of this paper considers the manner in which he in-
fluences utilization.

Perhaps the most striking variation in hospital
utilization is found in the most frequently oeccurring
condition, namely, uncomplicated deliveries. The
average length of stay for uncomplicated deliveries
is four days when cared for by general practitioners
and six days when cared for by board-certified obste-
tricians. Obviocusly, there is a divergence of philos-
ophy of maternal care. There is the same divergence,
but not always so clearly demonstrated, in other
diagnoses. For all diagnoses (10,696 cases), the pat-
tern is the same, the average length of stay is 8.3
days for the full-time board specialist and 6.2 days
for the general practitioner. The pattern of utilization
remains the same for the specialist regardless of the
size of hospital or the proportion of specialists on the
hospital staff. The pattern for the general practitioner
is not uniform and exhibits conformity with the
specialist pattern in large hospitals or on hospital
staffs made up largely {over 75 per cent) of special-
ists. The specialist utilizes twice the units of diag-
nostic X-rays and one and one-half times the units
of laboratory procedures utilized by the general
practitioner.

When judged on approprizteness of length of stay,
general practitioners tend to discharge patients in-
appropriately early (8.6 per cent of cases) more often
than do specialists, and specialists tend to delay dis-
charge inappropriately (14 per cent of cases) more
often than do general practitioners. The explanation
for this difference is not readily apparent, and none
of the various hypotheses tested could explain this
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variable. This finding does, however, introduce the
subject of measurement of appropriate hospital uti-
lization. This concept is not identical with efficient,
but with effective, hospital care.

We would define “effective hospital utilization’” as
that which admits the greatest number of patients
who need admission and discharges them after the
briefest hospital stays consistent with their needs,
rendering to them all the services they need during
hospitalization but no more.

In developing the methodology for the retrospec-
tive Michigan Study of Medical and Hospital Eco-
nomics, we found the central problem related to the
yardstick to be used in such a measurement. Because
of various objections, we discarded panel opinions of
individual charts, individual judgment by physi-
ciams, or statistical analysis of length of stay in favor
of pre-established eriteria for effective hospital utili-
zation in eighteen distinet diagnoses. These diagnoses
represented 47 per cent of the discharges from Mich-
igan hospitals in 1958 and 38 per cent of the days of
care.

The criteria were developed in the following man-
ner: The study by the University of Michigan invited
panels of physicians to develop written criteria for
care of patients with each of eighteen diagnoses to be
studied in depth. These criteria were developed by
specialists familiar with the disease entity both as
teachers and as practitioners. The pattern of eriteria
development in each case was related to indications
for admission, procedures required by the diagnoses,
procedures consistent with care of each diagnosis, the
expected length of stay (if this could be identified),
complications affecting length of stay, and discharge
criteria.

A retrospective case study was then done on dis-
charged cases in forty-seven Michigan hospitals. The
eighteen diagnoses studied covered surgical, medieal,
obstetrie and gynecologic, orthopedie, wrologic, and
pediatric eare. The data I have developed in previous
paragraphs came from this study. I do not intend
to review the results of the effectiveness study but
merely to acknowledge that from this experience the
procedures and program of the Audit Committee at
St. Joseph Merey Hospital in Ann Arbor have been
derived.

In the course of evaluation of the effectiveness of
hospital utilization, it became apparent that we
could utilize this same technique with minor modifi-
cations in measuring the standards or quality of
medical care. This has been done at St. Joseph Mercy
Hospital in Ann Arbor for the diagnoses of chole-
cystitis, acute myocardial infarction, and urinary-
tract infection. The results of such studies have been



revealing and have led to executive committee action
of a constructive nature.

The following criteria were developed by a staff
committee for treatment of urinary-tract infection:

I. Indications for admission. The patient presenting
symptoms apparently due to urinary-tract infection
is admitted to hospital when:

A, The patient has not respended to office treatment,
and planned procedures, cystoscopy, and retro-
grade pyelograms require hospitalization.

B. Infection is recurrent and usual outpatient di-
agnostic examinations are unsatisfactory for diag-
nosis. :

C. The patient is acutely ill on presentation as indi-
cated by:

1. Presence of sepsis {fever, sweat, prostration,
chills).

2. Bevere symptoms related to urination, severity
measured by need for narcoties fo control symp-
toms.

D. Obstruction is present, as well as infection of uri-
nary tract.

B, Admission is for preplanned therapy with Kan-
trex, polymyxin, or neomtyecin.

II. Indications for office treatment, The patient should
not be admitted to the hospital, in general, when none
of the above indications are present. It is important
to note the following:

A. The patient who is uncomfortable but not septie
and can pass urine should be treated as an outpa-
tient.

B. The initial episode of urinary-tract infection does
not usually require admission to the hospital.

C. Hematuria, infection, mild temperature elevation,
or mild pain alone do not necessarily justify admis.
sion unless planned procedures, eystoscopy, and
retrograde pyelography require hospitalization.

T1T. Hospital procedures indicated for the acutely ill pa-
tient.

A. Urinalysis with stained sediment or quantitative

urine culture,

. Urine culture with sensitivity prior to institution
of inpatient therapy.

. 1.V, pyelogram within forty-eight hours.

. Reetal and/or pelvie examination during present

illness,

Medication: institution of antibacterial therapy

within twelve hours of admission, without waiting

for culture report,

IV. Hospital procedures indicated for resistant or recur-

rent infection.

A. Urinalysis with stain sediment,

B. Culture and sensitivity in presence of active infec-
tion.

C. Cystoscopy and retrograde pyelogram. This is to
be accomplished within forty-eight hours, or cer-
tainly within seventy-two hours.

DD, Tuberculin skin test and/or urine for acid-fast
stain for tubercle bacilli.

V. Probable length of stay in uncomplicated cases,

A. Diagnostic admission—completed in seventy-two
hours.
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B. Therapeutic admission—as determined by dis-
charge criteria.

VI, Indications for discharge.
A. Lack of sepsis.
B. No cbstruction requiring treatment demonstrable.
C. No complication requiring speeific treatment.
D. Temperature normal for 24-48 hours.

Using a standardized sampling technique, o sam-~
ple of discharges from the previous year were chosen
for study. The committee of five physicians, repre-
senting the major departments of the staff, then
abstracted on a prepared work sheet the pertinent
information required to judge the appropriateness of
care rendered (Table 1). A judgment or evaluation
was then recorded for each case with respect to the
admission, length of stay, and deficiencies in care as
measured by the standards or criteria developed.

The first such study required about sixty hours of
committee effort—five members meeting for twelve
hours, usually in two-hour sessions at weekly inter-
vals, until all the cases had been evaluated. The
chairman then tabulated, correlated, and interpreted
the assembled data. The report was reviewed by the
whole committee and forwarded to the executive
committee. The report was then given at a regular
general staff meeting. Subsequent reports on the
urinary-tract infection study were given at smaller
meetings of the department staff in order to allow
free discussion, criticiam, and recommendations for
action.

It is to be noted that the concept of this audit
committee is educational. It does not identify indi-
vidual physicians. It is not a local representative of
Blue Cross or other insurance earrier, nor does the
report reach any but the hospital family staff and
administration.

It is expected that after the staff members have
been thoroughly acquainted with the eriteria, subse-
quent reviews of the same diagnoses will demonstrate
change in the present pattern of care within the
hospital. Hopefully, we expect there will be fewer
inappropriate admissions, less overstay or under-
stay, and fewer of the deficiencies identified in the
initial study.

The Michigan study established, by physician-in-
terview technique, that extra~-medical factors affected
hospital use in 19 per cent of the cases. The interview
was unsuccessful in establishing a reason for inappro-
priate stay or admission in G8 per cent of the cases.
Of the so-called extra-medical factors, the most fre-
quent was “the physician’s usual practice in such
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cases.”’ It is probable thaf a large portion of the un-
determined causes for inappropriate stay and admis-
sion was also “‘the physician’s usual practice in such
cases.” The interviews showed clearly that physi-
cians are unaware of their colleagues’ pattern of care.
It is never the fopic of staff or private discussion,
and nothing directly is ever taught in this context
in medical school and little in postgraduate study.

the training and experience of the individual physi-
cian and have not been subject to communication,
either written or spoken, with his fellows. I would
identify them as remotely established reasons—sel-
dom, if ever, re-examined—for continuing a com-
fortable and safe pattern of practice.

It is becoming generally agreed that some form of
control of hospital utilization is necessary. We submit

TABLE 1
WORK SHEET FOR URINARY TRACT INFECTION

Record Number
Ape
Sex

PRIMARY DIAGNOSIS
SECONDARY DIAGNOSIS

Date of Admission
Date of Discharge
Days of Stay

1. Urinalysis done not done date
2. Stain sediment done not done date
3. LV. pyelogram done not done date
4, Cystoscopy done not done date
5. Retrograde pyelogram done not done date
6. Rectal exam done not done date
7. Pelvic exam done not done date
8. Temperature: at admission~- 24° before discharge at discharge
9. Culture & sensitivities done not done date
10. Tuberculin skin test done not done
Acidfast stain of urine yes no
11. Obstruction present not present
12, T obstruction present requires treatment no treatment
13. Complications present not present
14. Refer done not done date
15, Urinary tract pain required narcotics ne narceties required
THERAPY
16. Sulfa drug started Polymyxin started
Tetracycline started Neomyein started
Mandelamine started Penicillin started
Kantrex started Other antibiotics started
surgieal
17. Antibioties prior to admission yes no not known
EVALUATION
Admission Diagnostic indicated not indicated
Therapeutic indicated not indicated
PROCEDURES Adequate
Deficient:
LExcTH oF sTAY  Diagnostic 1. understay—————days
2. overstay —————days
3. appropriste ———
Therapeutic 1. understay-—— days
2, overstay days
3. appropriate ————

Therefore, the usual practice of a physician may be
entirely a personal attitude, may represent regional
attitudes or cultural or national trends. Thus, it is
not presently known why there is a difference in
stay for acute myocardial infarction between On-
tario, Canada, and Michigan just across the river.
In Ontario the average length of stay is 6 weeks; in
Michigan, 19 days or about 3 weeks. In Ingland
the average length of obstetrical hospital stay is 10
days; in Michigan, 4.8 days. I feel that there are
reasons completely apart from economics, manner of
payment for care, or bed availability that explain
these differences. These reasons are rooted deep in
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that control must not interfere with adequate indi-
vidual patient care. It should not arbitrarily restrict
hospital beds to create an artificial scarcity. It should
not create artificial economic barriers to prompt and
adequate care. It should be concerned with under-
utilization of the hospital as well as overutilization.
It must recognize the interdependence of the quality
of care and the economic aspect of health care. It
should make use of the traditional eoncern of the
physician for the adequacy of care for all patients.
Using the techniques described here, physicians are
uniquely capable of making objective evaluation of
the quality or staundards of care within the hospital.



They must jealously guard this responsibility. Phy-
siclans are also better equipped to measure objec-
tively the effectiveness of hospital utilization in an
atmosphere free of compulsion, reprisals, or outside
interference. Physicians are responsible for the care
of all patients in the hospital, regardless of whether
the patients pay their own bills, commerecial insur-
ance pays the bill, welfare agencies pay the bill, or
Blue Cross pays the bill. The work of the audit com-

CHANGING HOSPITAL USE FOR THE MEDICAL PROFESSION

mittee should be subject to review by responsible
agencies but not to stifling direction from outside
influences. We feel that review of hospital utilization
is an intramural task to be performed with seli-
evaluating motives. It may also be hoped that even-
tually a major share of the burden can be done with
the help of mechanical computers.
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Discussion

QuestioN: You stated that 40 per cent of the
hospital admissions fell within the diagnoses. How
can you spread the balance of admissions in days,
in cases which are not single diagnoses, in cases
which are likely to be diagnostic in which it is argued
utilization is more likely to oceur?

CrarmMaN: About 40 per cent of the patients ad-
mitted fell within the eighteen diagnoses. The ques-
tion is: Do you think the misuse, over or under,
would be greater where there was a less simple, less
clear-cut situation than in these diagnoses?

Dr. Pay~NE: Maybe I can answer the question in
three parts.

If we extended our experience to other diagnoses,
I think we might find a greater number or a greater
degree of inappropriate admissions, because the diag-
noses we chose were those which one usually finds
in a hospital. They are not the cases which are usu-
ally found solely in office practice.

Second, ean you extend this to other diagnoses?
It is quite possible, and quite practical, to develop
criteria for admission, for length of stay, in other
diagnoses. In fact, it is really almost imperative to
do so.

A committee of any kind, regardless of the mem-
bers’ genuine interest or their background, cannot
possibly study hospital charts of discharged patients
and make judgments about whether a particular
patient should have been in the hospital in the first
place, or whether he should have stayed as long as
he did, unless they have agreed in advance upon
what they consider optimum ecare within their hos-
pital. Otherwise, their judgments will vary from one
case to the next.

They might even vary from day to day, depending
upon individual physician’s experiences of the day
before. The physician is not like a Univac machine.
He can’t give equal weight to his experiences of ten
vears ago and the experiences of only a week ago.
Consequently, it is important that this concept of
the establishment of criteria by physicians for spe-
cific diagnoses give authority to the activities of the
utilization committee.

QuesrioN: Dr. Payne, would you comment upon
the characteristics of either the hospitals or the
physicians in which you found inappropriate usage?

Dr. Payne: In general, overstays were identified
in the study as occurring most frequently in large
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hospitals; that is, in hospitals with over five hundred
beds; in hospitals which accepted a large responsi-
bility for teaching nursing students, interns, and
resident programs. Most overstay oceurred in those
hospitals that had medical students present.

It was also found that the character of the staff
influenced the stay to some degree. That is, there
was more overstay and less understay in hospitals
that were highly specialized. The degree of overstay
is relatively small, so that you can’t accept this
statement as a gross difference in the stays between
the two types of hospitals. The most “efficient” (if
I can use that word with quotation marks about it)
hospital is a very small hospital with g general prac-
titioner staff in a rural, remote area. There the stay
is very brief and the admission rate is relatively low,
although there the problem of understay becomes a
major factor.

Such variation does not represent good carve when
we measure it in terms of the effectiveness of hospital
use. I think those aspects are what you had reference
to—the size of the hospital, the organization of the
staff, and the educational program which the hos-
pital enters upon—as influencing the length of stay.

QuestioN: Doctor, do you think the study has
stimulated the formation of utilization committees
in your hospitals? If so, are they using your criteria?

Dr. PayNE: The concept of establishment of eri-
teria in advance of hospital-utilization studies is
quite new. It is not even recognized except by those
persons who are already familiar with this study.

I have been eager to get this concept accepted. I
have talked to my own County Medical Society and
to the State Society of Internal Medicine, presenting
papers which outline the usefulness of this partieular
approach. I have seen to it, since I am the chairman
of the utilization committee in my own hospital,
that this technique is used in my own hospital. In-
deed, I was reporting the statistics from St. Joseph
Mercy Hospital, in part. We have done three studies
which parallel those done throughout the state: one
in acute myocardial infarction, one in cholelithiasis,
one in cholecystitis, and the other in urinary-tract
infection. Qur experience is close to, if not identical
with, that found throughout the state.

I find my staff accepts this particular concept of
a hospital utilization committee, because it has
twofold significance. One, which I think is most



important: if you are going to get physicians to
aceept a role in measuring utilizafion, it must not
be dissociated from measurement of the quality of
care. Historically, physicians accept as their primary
concern the quality of care rendered within their
hospital. This is something that physicians get
touchy about. This is something that they feel is
their responsibility. Not only is it their responsibility
in their own view, but the public has come to expect
them to assume this responsibility. So that, if the
utilization committee acts in two roles—one of meas-
uring the quality of care given within the hospital and
simultaneously measuring overstay or understay,
which in a broad sense will reflect quality of care—
physicians will be interested. The utilization com-
mittees with which I am most familiar have been
quite receptive to this particular approach.

Questiox: Would Blue Cross be in the position
that was outlined if hospital administrators were
doing an adequate job? And is it the judgment of
the speaker that hospital administrators cannot
carry out this function?

Mg. McNernEY: If ever a hospital administrator
were, within his own institution, to accept the job
of chief executive officer versus some lesser concept
of the job and were to promote the type of program
that Dr. Payne is talking about, were to attend to
management in its fullest flower, then I think half
the problem would be licked. If that same adminis-
trator were to conceive of his hospital as part of an
area—an area which had to be effective as well as
an individual institution that had to be effective—
then another major segment of the problem would
be solved. In the first instance, too many adminis-
trators have a secondary image of their role. Hope-
fully, programs in hospital administration and cur-
rent leaders in the field will bear hard on this issue.
In the second instance, there is implied some sort
of centralized effort that provides discipline and in-
spiration, given the willingness of the individual ad-
ministrators to begin with.

In this regard, you are talking about a hospital
council, a state hospital nssoclation, or some other
group that fans out over an area, such as Blue Cross,
in its partnership with hospitals. Unfortunately, we
lack councils in many places. Too many hospital
associations are weak, lacking in staff and budget.
Consequently, Blue Cross has tended to move into
those areas that I talked about.

Questiox: Do you think, then, that direct con-
trol, which you referred to as being necessary, will
influence the utilization pattern?

M. McNerNeY: The fact that underuse has been
measured, as well as overuse, is significant, because
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these are offsetting factors economically. If we are
to assume that this study, based on criteria, is valid
and is applieable to areas other than Michigan, then
I would say that moving in some of the directions
that I have talked about won’t produce a major
change—of 20, 30, 40 per cent—in the productivity
of the hospital system.

Two points after that. First, glving the public
overt evidence that you are gauging utilization and
that you do have some cognizance of, and ideas
about, what is going on is a major necessity. It is not
enough to feel within yourself that things are all
right. There must be increasing evidence of perform-
ance to give to people who ask discerning questions,
such as an industry that pays $130 million a year
in fringe benefits in this area. Second, nowhere have
we talked about the organization of medical practice.
We find large disparities, not measured by criteria,
to be sure, but specific with respect to diagnoses, be-~
tween areas where there is a tightly organized, highly
integrated medical situation with prepayment and
areas where such a situation does not exist. It is
possible that, if some movements are made in this
direction, the productivity of the system will be
Increased.

QuesrioN: I want to ask both Dr. Payne and
Mr. MeNerney a question. It seems from Dr. Payne’s
remarks that the greatest overutilization and over-
stay may be caused by customary medical practice
by doctors. What, then, in the new posture of Blue
Cross can be done to bring the doctors more into
the Blue Cross Association so that these two groups
—the hospitals and Blue Cross—can meet this prob-
lem, in view of the fact that many of the plans do
not have ample representation of doctors on their
boards?

Dr. Payne: There is no doubt that the physician
is centrally involved in all the decisions. It is his
decision which determines the length of stay in all
cases. In this instance you are referring to cases in
which he considered the length of stay to be in
accord with his usual practice.

One of the useful educational aspects of the utili-
zation committee is to indicate to each of the physi-
cians on the staff that their old patterns of behavior
need re-examination occasionally, that they need to
know what the other members of their staff consider
good care. They need to know that, for their peers,
the usual length of stay in appendectomies may be
four days instead of the customary seven.

The burden of overstay—and understay, for that
matter—is only a few days beyond that considered
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optimum or appropriate. In the study I refer to,
overstay was largely confined to two, maybe three
days longer than the usual stay. Understay likewise
was virtually confined to two days under the criteria
given.

The knowledge about overstay and understay is
not accepied as punitive so far as physicians are
concerned. It is helpful for them to know what their
peers are doing, and, without doing more than iden-
tifying the facts, they can re-evaluate their own
criteria of care and, accepting the judgment of their
peers, change their usual behavior in caring for these
diagnoses.

Mgz, McNErNEY: I think we should acknowledge
the fact that the criteria were permissively estab-
lished in the first place, so that to be ocutside of
them was certain to be of some significance.

Getting to your question, I will tell you what I
don’t have faith in, and then come to another point.
I think the practice of running around to state and
county medical societies and to individual hospitals,
exhorting physicians to aceept their social and eco-
nomic responsibilities in the name of impending
doom, is too often unproductive. What we should
be talking about more is how to put into the hands
of physicians an administrative vehicle that will
enable them to measure more precisely what they
are deing and, through the process of measuring,
give them an interest in what the implications are.
Then, as Dr. Payne said, emphasize the qualitative
aspects as well.

What is the role of the hospital administrator in
this regard? As the manager of the hospital, he is
obligated to help physiclans develop and use new
analytic techuniques, such as criterla evaluation, in
addition to case studies and statistical studies. What
is the role of Blue Cross? Obviously, Blue Cross has
a heavy stake, if for no other reason than survival,
in encouraging hospitals to incorporate these types
of measurements.

How could we encourage it? Maybe we should
start looking at our claims data with reference to
certaln norms; let’s say that in a normal delivery
any stay of less than three days or over seven days,
on an average, is worthy of question. When we see
this eriterion controlling the hospital and maybe even
controlling the doctors within the hospital, we ean go
to the hospital, in cases of overstay and understay,
and say, “Here is what is shown., What are your
answers?”’ -

I don’t have the faith that this attitude is going
to grow spontaneously in every hospital, and quickly.
I think we in Blue Cross must provoke, incite, and
give incentive to this type of development.

Cramyax: Do you see any danger in that?
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Mgr. McNERNEY: Yes, the danger is that hospital
administration will be so weak it will lie down and
won’t react.

CHarrMan: Let's say they fight back. Is there
any danger in too tight a control on the profession?

Mgr, McNERNEY: I don’t think so. If the admin-
istrator of the hospital and the people connected
with Blue Cross can act in even fairly good wisdom,
development of too striet control is not a likelihood.
To be practical about it, the ability to push the
establishment of criteria to an extremely tight situ-
ation is highly problematical.

QuEsTioN: It seems to me this is overlooking a
little bit the patient’s preference. In our own situation
we find many cases where the doctor discharged the
patient. The patient doesn’t want to go home for
some reason. I don’t see that this is entirely the
fault of the profession. It seems to me the patient
is involved here,

Mg. McNerNEY: Dr. Payne and I have discussed
this many times. Why can’t the doctor accept the
responsibility for standing up to situations like this?
It is cited that other doctors might give in and cap-
ture the patient, that firmness might jeopardize the
doctor-patient relationship, or that it is expecting
too much of & human being to care for a busy prac-
tice and be attendant to these things, too.

I feel, that given the reasons, given some ammu-
nition as to the effect that going home has on the
use of the hospital as a community institution, on
the cost of prepayment, and the rest of it, the phy-
siclan will inereasingly face up to economic as well
as clinical decisions. The hospital administrator, also
given ammunition like this (that is, eriterional), can
take 2 stand with some confidence that what he is
doing is not jeopardizing the situation, and I think
do so effectively.

We get back to the importance of getting your
facts first. Get some measure of what your problem
is. Come down out of this ethereal business of, “Well,
we think this is too long,” or “We have a lot of this
in the house.” Sample specific cases which can be
related to specific criteria, and build your educational
programs on these. You won’t cut ouf all faulty use,
but I think you will make a heavy inroad.

Dr. PaywE: I have an answer to this, too. In our
experience, the factor of patient resistance has been
measured, and it is relatively small. Everyone hears
about the patient who won't go home even when the
physician has identified him as ready for discharge,
This happens to all physicians, but the frequency
with which it happens is so small that it sticks in
our memary as something unique. In our situation,
patient limitation amounted to only 9 per cent of
the overstays.



Mg. Ray Brown: I think Mr. McNerney was not
angwering the question that was raised. If a doctor
writes a discharge for the patient (and this happens
in my experience as a hospital administrator more
often that I believe you are indicating), then the
patient is actually discharged. The doctor says the
patient ean go home. Then the hospital must fry to
get the patient to go home.

T am sure the University of Chicago is no different
from most other hospitals across the country, and at
any one time we have two or three patients who
have been discharged by the doctor and could leave
the hospital if we could work out arrangements to
get the family to take the patient home. This, I
think, is the problem that was raised. Until some
better avenue of approach is created, maybe it is
cheaper just to do as we are doing, for the doctor
and the hospital are not going to be able to solve
this problem by themselves. Somebody has to find
mechanisms or ways to convince the patient that the
plans for him to leave the hospital are best, because
you don’t just push a patient out of the hospital.

We say only doctors admit and discharge patients,
but the patient and his family have something to
say, too. I don't know of a hospital that ever put a
patient out before he was ready to leave. You just
don’t go in and bodily push him out on the street.
If the patient doesn’t want to go home, he is going
to stay in the hospital despite all the doctor and
hospital can do in some instances.

Mn. McNerxey: How often does that happen?

Mg. Browx: Well, if you mean, “When would you
be ready to put a patient out?”’ Not very often. But
there is a constant number of patients to whom the
doctor has already said, “I would like to discharge
you from the hospital,” and I imagine that in almost
every hospital at all times there are one or two such
patients.

Mr. MoNeeyvey: In how many of these cases do
we find that there is no alternative facility to use—
either that the home is inadequate—or that there is
ne nursing home, no postacute facilities, or some
lesser facilities? In how many of those cases is this
true? Is the main reason indolence on the part of
the patient or lack of available facilities?

Mr. Browx: There is a whole gamut of psycho-
logical reasons, the fright of the patient in leaving
the secure hospital situation, and the lack of facilities
for further care. I am sure that in many cases a day
or two of overstay results from such factors. Once
in a while a patient just wants to stay on for two
or three weeks; you simply have no way to get the
patient out of the hospital.

Now, nobody knows all the psychological factors
and all the physical factors that enter into these sit-
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uations. Everybody is so busy with the patients who
need to be in the hospital that you just don’t follow
up these unwilling persons. If you have a social
service department, you tell them to get fo work on
the situation.

Mg, McNerwEY: I will say this: Until the hos-
pital administrator knows the average load pre-
sented by patients of this type and until he has
some idea of how the problem breaks down info lack
of alternative facilities, inertia within his own shop,
lack of communication, psychological factors (which
to me provide a legitimate reason if the difficulty is
deep enough), etc., how can he deal with it? In the
first instance, the solution is the creation of post-
acute facilities, hopefully tied into the general hos-
pital. In the second, there may be need for better
communication among the nursing floors, the busi-
ness office, social service, and what have you. In the
third instance, there is need for the medical staff to
come to some conclusion about what is the legitimate
impact of a patient’s anxiety and depression on use
of the general hospital. Until you spell out those
targets, you cannot get constructive solutions, I see
no reason for standing here and speculating on what
to do until I know the answers to these things, and
can take rifle shots at them rather than shotgun
blasts.

QuustioN: Is it true, as I have suspected for some
time, that one consequence of better utilization is
going to mean further increasesin cost? I am thinking
about such things as taking Saturday and Sunday
off (and most patients stay through Saturday and
Sunday), not doing many things in the evenings and
nights, closing the laboratory at five o’clock or what-
ever they do. If we are really going to enhance
utilization, we need to be prepared for increased per
diem costs and some increase in premium cost.

Mgr. McNErNEY: Mr. Fitzpatrick was an integral
part of this study. We had length of stay by day of
admission, didn’t we, Tom? And Trussell showed in
his study some relation between day of admission
and length of stay. What did we come up with in
that regard?

Mr. Trosas B. Frrzearrick: The data were not
very good. They looked suggestive only. Looking at
all cases in relation to the day of the week on which
patients were admitted and were discharged, we
found that some sort of bulge came on Monday and
Tuesday, which might have indicated delay over the
weekend. But these did not correlate with the times
the physician was aware of hospital delay as a reason
for overstay. We didn’t get much of that in the in-
terview, as Dr. Payne said.
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CramrMan: Isn’t this the quandary? Would it cost
more to operate fully over the weekend than you
will reduce in length of stay? Isn’t that what you
are asking?

QuEesTioN: Yes. A patient comes inn at four o’clock
in the afternoon. If you keep your laboratory running
full blast until ten o’clock at night, if you provide
physical therapy on Sunday, soon one finds one’s
self in a quandary. Somebody says: “Let’s leave the
lab open full blast until ten o’clock at night. You
will cut down the overall stay of these patients and,
therefore, reduce the cost.”” But people are evaluating
the hospital, not on the cost per 100,000 population,
but on dollars per patient day. This cost per patient
day seems to be one of the barriers to maximum use,
and all that X-ray equipment stands there unused
all day Saturday and Sunday.

Mz. McNerney: 1 don’t know what the answer
is. If you have to pay overtime for certain of this
staffing, which is usually the major eomponent of
cost that would be involved, what its long-term
effect would be on the cost for a given population, I
don’t know. I suppose that the biggest problem is
the mores, the folkway of how we operate in this
country. Many people have envisioned themselves
as working a more tolerable work week than they
used to. I think, however, a worthy experiment is
needed because per diem cost is a larger factor in
Blue Cross rate increases than is admission rate or
stay.

QuesTIOoN: I would like to ask Dr. Payne whether
this utilization quandary does not have two sides,
not only length of stay and understay, but alzo over-
utilization or underutilization of resources in the
hospital, such as facilities.

Dr. Payne: We tried to measure this factor and
found that, with the criteria we had, it was impos-
gible to come up with an answer. However, people
face this problem as they think about the patient
who won't leave the hospital after he is discharged.
It turns out to be an infinitestimal part of the
problem.

It would be very difiicult, as we found out, to
decide that a procedure done on the patient while
he was in the hospital was unnecessary, because the
physician’s judgment in obtaining a particular test
may be determined by things that tum out not to
be so. In other words, he gets an X-ray of the upper
GI tract because the patient has epigastrie pain, bug
the patient doesn’t have an ulcer. So X-raying was
an ‘“‘unnecessary procedure.” The patient didn’t have
diabetes when the physician checked the blood
sugar, so the check was an “unnecessary procedure.”
You get lost very quickly when you try to identify
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procedures as being unnecessary because, so far as
we are concerned (maybe I should say so far as I am
concerned) nothing is unnecessary if the patient is
in the hospital legitimately and the studies do not
unnecessarily prolong his stay. Any proecedure that
the physician thinks is necessary for this patient’s
well-being, for his health, is as well done in the hos-
pital as out of the hospital. The faet that he is in
the hospital for some other reason only makes it
more convenient for him to have this particular
thing done. Overutilization or underutilization of
hospital resources would be a very difficult thing to
measure on a research basis. We found that it was
impossible with the criteria we had.

We measured the admissions of patients and dis-
charges according to the day of the week that they
occurred, and found there was no diseernible effect
on the length of stay. That is, patients discharged on
Sunday were no more likely to be overstays than
patients discharged on Monday, Tuesday, or any
other day.

MR. McNErnNeY: One thing Dr. Payne said
earlier had to do with having the patient make some
decision when he got to the point of paying his bill,
that is, the desirability of deductibles, and so on.
These studies also showed that when the patient
paid his bill entirely, there was twice as likely to be
understay as overstay and that when someone else
paid the bill for him, there was twice as likely to be
overstay as understay. The real point (and this is
important) is that the results of fiscal manipulation
of the situation in terms of the individual patient,
which T call “fiscal gadgeiry,” run from the potential
good of keeping utilization down to a corollary po-
tential harm of creating underuse. Deductibles of
$100 and %200, 20 per cent co-insurance, and in-
demnity are attractive to the employer, who is pay-
ing more and more of the premiums (up to 100 per
cent), because such arrangements keep his cost down.
This saving is particularly important in the middle-
sized industries, where there is a high degree of com-
petition and fringe-benefit differences can be eritical.
These arrangements are attractive in that sense, but
let's not delude ourselves (those of us who are in
the hospital and health field and ave worried about
proper use of the hospital, qualitatively as well as
quantitatively). The real solution, I think, is the
service contract, which leaves hospitals with much
less of a bad-debt problem, and which implies pro-
fessional controls exerted by vou in administration
and by those of us who are your partners and are
being provocative at the right places and the right
times.



Report of a Survey of Hospital Administrator

Attitudes toward Use
PAUL B. SHEATSLEY

CrarrMaN: Hospital use is a matter of concern to
hospital administrators, and they have varying opin-
ions on the question whether present levels of use are
proper. The Health Information Foundation has for
years worked with the National Opinion Research
Center of the University of Chicago in studying use
by the public of different types of medical care, in-
cluding hospital service, as well as the cost to the
public and the effect of health-insurance coverage.
The Health Information Foundation, since it is now
affiliated with the University of Chicago, is in a posi-
tion to work even more effectively with the National
Opinion Research Center. However, joint studies
have been facilitated by the location in New York of
a branch office of the National Opinion Research
Center under the direction of Mr. Paul B. Sheatsley.

Mr. Sheatsley has long experience in survey re-
search. He has been in charge of a very detailed sur-
vey of hospital use in Massachusetts. He will report
today on a survey of the attitudes of Massachusetts
hospital administrators on this subject.

I should perhaps preface this report by explaining
that the title assigned to it implies somewhat more
than I fear I can deliver. I suppose we have made a
survey of hospital administrator attitudes toward
use, inasmuch as interviewers talked with a number
of such administrators about the problems we are
concerned with here. But I must warn you that our
sample is restricted to only 49 administrators, all in
the state of Massachusetts, and that these represent
predominantly the larger hospitals in the state. For
example, over half of the 140 general and special
ghort-stay hospitals in Massachusetts have fewer
than 100 non-maternity beds, but such hospitals rep-
resent only 28 per cent of our sample. Conversely,
more than a fourth of the administraters we inter-
viewed were associated with large hospitals of more
than 250 non-maternity beds, while such hospitals
actually represent only 12 per cent of the total.

These interviews with administrators are what you
might call a by-product of our larger study of how
hospitals are used today. As most of you know, this
study was made possible by a grant from the Health

Information Foundation to the National Opinion Re-
search Center in 1959. Its purpose was to study an
across-the-board sample of non-obstetrical hospital
admissions, by means of lengthy personal interviews
with the patient or a responsible relative after dis-
charge, with the doetor who first recommended hos-
pitalization, and with the doctor responsible for the
patient’s hospital discharge. The main objective of
these interviews, as Odin Anderson once put it, was
to ‘“reconstruct the chain of events and decisions
which led to the patient’s admission and discharge.”
Our aim was to supply the insistent need for infor-
mation on the present role and function of the hos-
pital and for systematic data on the factors affecting
hospitalization decisions. Thus, we asked patients
about the onset of their iliness or condition, the med-
ical care received prior to hospitalization, the point
at which hospitalization was decided on, and the va-
rious factors—especially non-medical factors, such as
attitudes, home conditions, job or family responsi-
bilities, financial considerations—which may have
encouraged or deterred resort to the hospital. From
doctors we got roughly comparable information about
the case from the physician’s point of view. And in
the course of interviews with both doctors and pa-
tients, we asked some general questions about their
attitudes toward hospital utilization in general.

QOur sample of patients was drawn from hospital
discharge sheets, and for this purpose we drew a sam-
ple of 50 of the 140 general and special short-stay
hospitals in Massachusetts. These fifty hospitals were
drawn with probability proportionate to size, so that
all the largest hospitals in the state fell into the sam-
ple automatically, while only three or four of the
smallest hospitals were selected to represent many
others of their size. Each of the fifty hospitals was
visited twice over a twelve-month period from June,
1960, through May, 1961, and samples were drawn
from the previous month’s discharges. My colleague,
Elizabeth Lyman, and I visited each of the fifty hos-
pitals the first time around; in order to make the
acquaintance of the administrator, to explain our
purposes and methods and answer any questions
about them, and to examine the nature of the hos-
pital’s discharge records. Almost all the administra-
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tors took a lively interest in what we were doing, and
many of them obviously had valuable opinions of
their own. In consequence, it occurred to us that, on
our second visit to each hospital, it would be helpful
to our understanding of the general problem of hos-
pital utilization if we spent thirty or forty minutes
interviewing the administrator about his own atti-
tudes and experience,

Since our sample was small and, as I have said,
not representative of all administrators, because it
gives greater weight to the larger hospitals, we saw
these interviews primarily as background informa-
tion which might help our own understanding and
perhaps provide some quotable material for our final
report, rather than as data to be tabulated and ana-
lyzed by our usual statistical methods. Thus, the
questions we asked were primarily open-ended. The
interviewers had only a question guide to follow
rather than a printed questionnaire, and they re-
corded all responses verbatim. The inferviews were
conducted by the top people on our staff in Massa-
chusetts, the field supervisors who were responsible
for the sampling of discharge records on our second
visit. In almost every case one of these field super-
visors had originally accompanied Miss Lyman or me
on our first visit, so that they were already known
to the administrators. Because the interview was only
semistructured and because it was in the hands of
an experienced interviewer skilled in probing and in
recording verbatim, there was ample opportunity for
reflection and for spontaneous comment. These char-
acteristics gave richness and depth to many of the
interviews, but they also made for a lack of precision
and of strict comparability of answers. Thus, nof
every administrator answered every question in the
game terms, and much material of only marginal rele-
vance was recorded.

The over-all impression one receives from reading
the protocols is that these administrators are much
aware of the increasing utilization of hospitals in
recent years, of an increase in the technical com-
plexity of medical care, and of the problems created
by steeply rising costs. One detects a groping for an
answer to the financial problems of hospital manage-
ment. There is evidence of a reluctance to see the
government take a larger role in hospital manage-
ment and, at the same time, a tendency to look for
aid from this source. The problem of overutilization
of hospitals does not appear to loom large in the
minds of these administrators. Only one mentioned
it as a “major problem” for hospitals in the future.
There is acknowledgment that some overutilization
oceurs, but its importance to the administrator ap-
pears minimal.

Although, as I have said, the purpose of these in-
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terviews was to serve as background data rather than
as materials for a survey report, we did code and
tabulate the data, and 1 have prepared a summary
of the results (Table 1).

Qur opening question was: “During the last fifteen
years or so—since the end of World War II—would
you say that the public’s attitudes and behavior with
respect to the use of hospitals have changed a great
deal, a little, or hardly at all?”’ As the tabulations in-
dicate, thirty-five of the forty-nine administrators
felt that the public’s attitudes and behavior had
changed a great deal, and not one of them answered
“hardly at all.” Nine “vague” responses represent
statements of change of one kind or another but were
not specific as to the magnitude of the change.

If any change was perceived, interviewers were in-
structed to probe by asking: “In what way have they
changed? What accounts for this change? Any other
ways they have changed?’ As may be seen under
“Changes mentioned,” by far the most commonly
reported change was greater utilization on the part
of the public. All but six of the forty-nine adminis-
trators mentioned greater utilization spontaneocusly.
I should emphasize that none of these listed changes
were suggested to the respondents. All responses were
volunteered by the administrators in reply to neutral
probing.

T'wo reasons for greater utilization were each cited
by a majority of the administrators interviewed:
first, the large role now played by insurance and
other third-party payments, as compared with fifteen
years ago; and, second, a change in the publie’s atti-
tudes toward hospitals in the direction of greater
awareness, more confidence, and less fear. A third
frequently mentioned reason for greater hospital uti-
lization today was the increasing complexity and
sophistication of medical practice, as exemplified by
greater use of laboratories, X-ray procedures, super-
vised drug therapy, ete. Other reasons, less often
mentioned, were better public relations by the hos-
pitals, increased use of the emergency room, more
awareness of preventive medicine, legislation for
government support of welfare hospital care, an in-
crease in the number of patients who have no one at
home to take care of them, better living standards,
the reluctance of some families to tolerate sickness
in the home, and a reluctance on the part of some
doctors to make house ealls.

It is clear that, as administrators look back over
the last fifteen years, greater utilization of their facili-
ties is the single most striking change which occurs
to them. For example, only four of the group men-
tioned shorter stays. Only two other changes in the
public’s attitudes or behavior are referred to by more
than one administrator. Thirteen of the forty-nine



TABLE 1

DISTRIBUTION OF REPLIES OF FORTY-NINE HOSPITAL ADMINISTRATORS IN MASSACHUSETTS
TO QUESTIONS ABOUT HOSPITAL UTILIZATION

Question and Ansiver olfq;{?:,lai; Question and Answer oiq.;l:];bl?:s
1. During the last 15 years, the public’s attitudes a} Changes mentioned:
and behavior with respect to the use of hospitals Expansion of hospital programs 15
has changed: Emphasis on preventive medicine 12
Great deal 35 Hospital less isolated from community 10
Little a Hospital has become the medical center of the
Hardly at all 0 community 10
Vague 9 Inerease in emergency-room and outpatient
a) Changes mentioned: care 7
Greater utilization 43 Emphasis on health education 6
People more demanding of hospitals 13 Advancement of medicine 4
People worried about, or eritieal of, hospital Hospitals used more for diagnostic purposes 4
costs 7 New medicines 3
Shorter stays 4 Inereased emphasis on rehabilitation 3
Other changes 3 Increased emphasis on training medical and
b} Reasons given for greater utilization: nursing personnel 3
Insurance, third-party payments 30 Patients make better progress 2
People better educated about hospitals, more Shorter stays 2
confidence, Jess fear 29 Improvement in hospital public relations 2
Changes in practice of medicine-laboratories, Other changes 13
X-ray, supervised drug therapy 14 4 and 5. Unnecessary hospitalizations occur;
Better public relations 6 Quite often 2
Increased use of emergency room 6 Only occasionally 19
People more aware of preventive medicine 5 Hardly ever 12
Legislation for care of welfare patients 4 Vague 16
No one to care for patient 4 a) %easons given for unnecessary hospitaliza-
More money, higher standard of living 3 tions:
Family doesn’t want sick person around 2 Insurance 21
Doctor doesn’t want to make house calls 2 No one to eare for patient 13
Other reasons 6 Convenience of doetor 11
. During the last 15 years, doctors’ attitudes and Patient insistence 5
behavior with respect to the use of hospitals have Doctor’s selfish economic reasons 5
changed: People who should have gone to a nursing
Great deal 19 home 2
Little 9 Patient wants to escape from unplensant
Hardly at all 1 home situation 2
Vague 20 Inferior doctors 2
ey Changes mentioned: Other reasons 7
QGreater utilization 32 6. Things done at this hospital to discourage un-
Doctors more skilled, better trained, more necessary hospitalization or surgery:
specialized 11 Tissue committee 28
Docters more demanding of hospitals 7 Shortage of beds 13
Doctors subject to more controls by the hos- Medical-records committee 13
pital on quality of medical care 6 Utilization committee 10
Doctors more interested in financial rewards 3 Active pathologist(s) 8
Doctors devoting more time to education of Supervision by chiefs of service 8
hospital personnel 2 High fees discourage it 2
Shorter stays 2 Supervision by nurses 2
Doctors less demanding of hospitals 2 No problem or small problem 2
Doctors give less emphasis to bedside manner 2 Other 4
Other changes 3 7. Other things administrator would like to do
b) Reasons given for greater utilization: about unnecessary hospitalizations if he were in
Superiority of hospital facilities and equip- osition to:
ment 21 othing 36
More convenient for doctor 12 Tighter stafl control 3
Patient economically able to come to hospital 11 Tind places for chronic cases upon discharge 2
New drugs, modern care require supervision Other 8
by trained personnel 6 8. People fuil to get hospital care when they really
More people without eare at home 3 should:
Patient insistence on hospitalization 3 Quite often 2
Specialization has brought the need to have Only oceasionally 10
the patient in a place where several doctors Hardly ever 21
have access to him 2 Vapgue 16
Inecreased use of emergency room 2 a} Reasons given for failure to get hospital care;
Advances in surgery 2 Financial reasons 14
Other reasons - 2 Neglect, ignorance 8
3. During the last 15 years, do you feel that the hos- Shortage of beds 8
pital's role or function in the community has Fear of the hospital 6
changed in any way? Patient refusal to be treated 3
Yes 44 Other 3
No 4 9. What eould be done to see that these people get
Vague 1 the hospital care they need?
Edueation of the public 10
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TABLE 1—Continued

Question and Answer of;.’:g}l?:a Question and Answer o?;'::ﬁ:s
1t’s up to the doetor, social worker, visiting nurse 7 Very often 7
More information to the public about assistance Only sometimes 21
programs 5 Hardly ever 13
More beds 4 Vague or omitted 8
Improvement of health-insurance plans 4 16. How much thought do you give to problems con-
President Kennedy's program for the aged 3 cerning overuse or underuse of hospital facilities?
National health insurance 2 Great deal 21
Qther 6 Only oceasionally 10
10. Some patients stay in the hospital longer than Hardly ever 8
really necessary from a medicaf)standpoint: ague 10
Quite often 5 17. Relations with Blue Cross are
Only cceasionally 28 Entirely satisfactory 14
Hardly ever 9 Fairly satisfactory 34
Va%e 7 Unsatisfactory 1
a) Reasons given for longer than necessary stays: ¢} Things like:
Lack of proper care at home 20 Better relations than “before” 5
Lack of availability of nursing-home care 10 Blue Cross is fair, willing to make adjustments 5
Insurance 7 Payments come on time 2
Psychological reasons 6 Use of the sight draft 2
Inconvenient for patient's family to get him 4 Other 1
Patient waiting to be transferred to another b) Things disliked
hospital 4 Reimbursement formula 26
Doctor profits from long stays 3 Slowness in payments 5
Reluctance o go to a nursing home 3 Time and labor it takes to process figures for
Community provides no facilities intermedi- Blue Cross 4
ate between hospital and nursing home 3 Blue Cross writes contracts without consuli-
Convenience of the doctor 2 ing the hospital 2
Patients kept because illness at home 2 ther 9
Patients whose families refuse responsibility 18. Problems foreseen for hospitals over the next ten
to take care of them 2 years:
Other 8 Increased costs, financing 28
11. Patients leave the hospital sooner than they real- Additional buildings, more beds, equipment,
iy should: modernizing plants 22
Quite offen 0 StaffinF 21
Only occasionally 17 Care of the aged, chronically ill 15
Hardly ever 27 Salaries 12
Vague 5 Keeping up with scientific development 7
a) Reasons for leaving sooner than should: Subsidization of schools of nursing and/or other
Financial reasons 18 edueational programs 6
Annoyed at the hospital 16 More medical schools and doctors 4
Needed at home 16 Socialized medicine 4
Patient just wants to get home 6 Increased governmental involvement 4
Patient wants to get back to work 4 Change toward ambulatory care 4
Psychological reasons 4 Increasing concern with home eare and/or re-
Lack of space 4 habilitation 3
Lack of understanding of condition 3 Public assistance payments must ecover the cost
Fear of the hospital 2 of welfare patients 3
Other 3 Educating the public 3
12. In deciding whether to admit or discharge a pa-~ Getting doctors to take an interest in hospital op-
tient, doctors teke the patient’s home environ- eration 2
ment into account: Adapting time-saving and cost-reducing mecha-
Very often 21 nisms for hospital use 2
Only sometimes 17 Finding ways to economize in hospital operation 2
Hardly ever 2 Government taking so many registered nurses
Vague 9 into service and doing nothing about schooling
13. Doctors take the patient’s ability to afford the for future nursing 2
hospital costs into account: Unionization of hospitals 2
Very often 11 Other 21
Only sometimes 18 a) What might be done to prepare for problems?
Hardly ever 7 Improvement in public relations, education of
ague 13 the public 8
14. The availability of space is a consideration: Reducing duplication in health facilities 6
Very often 14 Additional federal funds 6
Only sometimes 14 Training of more hospital personnel 6
Hardly ever 13 Bulk purchasing by unrelated hospitals 3
Vague : 8 Endowments, public subscription 3
15. The doctor takes his own schedule or convenience Wider and more complete insurance coverage 3
into account: . Other 8
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respondents, about a quarter of them, note that peo-
ple are more demanding of hospitals today—a change
they usually attribute to better education on medical
care. And seven of the forty-nine say that patients
are now more worried or critical about the high costs
of utilization.

Our second question posed the same issue with
respect to doclers: “To what extent have their atti-
tudes and practices changed with respect to use of
the hospital during the last fifteen years?”’ Again, we
note from the table an overwhelming perception of
change; only one administrator says the attitudes
and behavior of doetors have changed “hardly at all.”
And again, by far the most commonly reported type
of change is greater utilization.

No single reason for this greater utilization by doe-
tors is advanced by as many as half the administra-
tors, but twenty-one of the group focus their response
on the superiority of the hospital’s facilities and
equipment in the modern practice of medicine as
compared with its position fifteen years ago. Next
most important, in the eyes of these administrators,
is the greater convenience of the hospital to the doc-
tor; he can attend more patients by using the hos-
pital than he can by making a round of house calls,
And cited almost as often as the doetor’s convenience
is the better economic health of the patient today.
Whether because of insurance, government programs,
or higher income, he is better able to afford hospital
care today, and the doctors accordingly hospitalize
more often than they used to.

Interviewers next asked these administrators to
state whether they feel that the hospital’s role or
function in the community has changed in any way
over the past fifteen years or so, and, if so, in what
way and why. Again, the overwhelming majority do
perceive some change. In fact, as a group, they see
g great many changes; there is little consensus upon
any one change in particular. There are, however,
four types of change, each of which was mentioned
by af least ten respondents. Most often cited was the
expansion of hospital programs, such as home-care
programs, services to family agencies, psychiatric
treatment, chronic-care programs, new clinics, ete.
all working to produce a change in the hospital’s role
or function in the community. A second change in
the hospital’s role which was frequently noted was
attributed to the greater emphasis on preventive
medicine today. The other two major changes were a
decreased isolation of the hospital from the com-
munity and a trend toward the hospital as a com-
munity medical center. Some of the feelings of these
administrators’ views on the changing role of the
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hospital can be communicated by quoting some of
the replies:

This hospital is changed in that it has assumed more
responsibility for the tofal needs of the community than
before. It helps other agencies like the cancer fund, heart
fund, ete. We are the leaders in social work agencies.

It’s gradually becoming more of a community health
center. The day is coming when it's locked upon for any
form of consultation. Medical office buildings are being
built on hospital premises, and all forms of health facilities
are now arcund the general hospital. The larger city is be-
coming less important as a medical center. The community
hospital is increasing its prestige as far as the community is
concerned.

The publiic is looking to the hospital as a center of health
activity, not only from the standpoint of medicine and sur-
gery, but also in preventive medicine, communify health
activity, and physical therapy. For instance, how to use
an injured hand, education on how to care for a baby, psy-
chiatric handling of emotional disturbarnces.

The subject of possible overutilization of hospitals
today was introduced by the interviewer as follows:
“People sometimes say that hospitals are used too
freely these days and that many patients who are
admitted to hospitals could be treated just as well at
home or in the doctor’s office. How do vou feel about
this?” After recording the administrator’s sponta-
neous reply, the interviewer asked, “Would you say
that unnecessary hospitalizations, either medical or
surgical, occur quite often, only occasionally, or
hardly ever?” and then, “What accounts for this
when it does happen?”’

The great majority of the administrators freely
admit that unnecessary hospitalizations occur (only
twelve say it happens “hardly ever”), but few of
them seem to regard it as much of a problem. Only
two of the forty-nine say that it happens “quite
often,” and the most usual kind of reply was to grant
some measure of truth to the charge but to explain
that the proportion of such cases is very small and
is probably offset by greater convenience and better
utilization of professional time and facilities. The ad-
ministrator of one large hospital said:

Consider a patient who needs a whole string of lab tests
in the hospital rather than spread over weeks outside the
hospital. The question should not be posed in terms of
necessity of hospitalization. Actually, the problem is one
of underuse rather than overuse, of finding new ways of
using the hospital. Most clinical facilities are used like
schoolhouses from four to six hours a day. Maybe they

should be used sixteen hours. Qur problem is to develop
new kinds of utilization,

When asked, however, to account for the over-
utilization that does oceur, twenty-one of the forty-
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nine administrators pointed their finger at insurance.
The following answer is representative of this view-
point:

T agree with that. The fact that Blue Cross and other
forms of insurance provide for payment for services in the
hospital and not if the patient is not hospitalized. I have
scen many instances where admissions were on what could
be called a fictitious basis, to get a G series or other diag-
nostic procedure, and the Blue Cross pays. The doctor
handles the case as if the patient was acutely ill and must
be hospitalized, whereas, if he were not, it could be handled
on an outpatient basis. An economic motive, The patient
says he pays for Blue Cross and wants some return. And
the attitudes of the doctors, where they will be paid for
procedures for a hospitalized patient by Blue Shield but
won't be paid if the patient is handled as an office patient.

It should be noted, however, that the two other
main reasons given for unnecessary hospitalization
refer to the greater convenience of the hospital and
to cases in which adequate home care is not avail-
able. Examples of these responses follow:

In many ecases they are people who live alone or who
cannot get proper care if left in their homes; the mother
has too many other children to care for, or the husband
cannot be trusted to provide nursing care to his wife, It's
perhaps not necessary that they be hospitalized, but there
are darned good reasons for doing so.

Question 6 asked: “What sort of things are done
here at this hospital to discourage unnecessary hos-
pitalization or surgery?”’ I shall not dwell upon the
replies, which are summarized in the table.

The responses to question 7 are quite interesting.
Here the administrator was asked: “Are there any
other things you would Lke to do here, in this con-
nection—if you were in a position t0?” I find it
striking that thirty-six of the forty-nine administra-
tors, just about three out of every four, answered
“No.” I might mention that one of the eight miscel-
laneous answers to this question came from an ad-
ministrator who said that, for his part, he would like
to inerease admissions.

To balance the emphasis lent to the interview by
these questions, the interviewer next said: “We've
been talking about the problem of overuse of hos-
pitals. How about the reverse—that people fail t6
get hospital care when they really should? Would you
say this happens quite often, only occasionally, or
hardly ever?’ As the table indicates, administrators
tend to see this as even less of a problem than over-
use. Again, only two of the forty-nine say that under-
use oceurs ‘‘quite often.” Although hospital costs are
mentioned more often than patient attitudes as rea-
sons for failure to get needed hospital care, it is in-
teresting that, in reply to the question, “What could
be done to see that these people get the hospital care
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they need?”” more emphasis is placed upon education,
information, and persuasion than upon insurance,
government aid, or other plans to ease the financial
burden.

There is somewhat more willingness to grant that
patients sometimes stay in the hospital longer than
is really necessary from a medical standpoint. Five
of the forty-nine say this happens “quite often,” and
only nine say that it “hardly ever’” happens. Abuse
of insurance benefits and the convenience or profit
of the doctor are rarely mentioned as reasons for
unnecessarily prolonged hospital stays. Rather, the
emphasis is on the absence of adequate facilities for
care outside the hospital. Here is a typical reply:

Oceasionally. It has to do with the inability of handling
of the patient at home or in a proper nursing home. This
is oceasioned again by the unavailability of nurses to carry
on correct treatment at home, by the expensiveness of if,
by the need for more medical supervision and follow-up
which takes the doctor out on home visits, and by just

plain inability of the home situation to handle the patient
physically or psychologieally.

In effect, the administrators seem to be saying that
people sometimes stay in the hospital longer than
necessary from a medical standpoint, but, because
they cannot get adequate medieal eare elsewhere, it
is necessary for them to prolong their stays.

To the contrasting question, which asked, “And
how abouf patients who leave the hospital seoner
than they really should? How often does this hap-
pen?”’ the majority of administrators answered
“hardly ever” and not a single one felt it occurred
frequently.

Our next four questions inquired into the admin-
istrator’s perceptions of the doctor’s concern for non-
medical factors in the decision to hospitalize. The
first of these four questions asked: “How often do
you think doctors take the patient’s home environ-
ment into account, in deeiding whether to admit or
discharge o patient here? Is this a consideration very
often, or only sometimes, or hardly ever?” The next
questions asked about ‘““the patient’s ability to afford
the hospital costs,” then about “the availability of
space in this hospital,” and finally about ‘“‘the doc-
tor's own schedule or convenience.” In each case the
administrator was asked: “Is this something the doe-
tors take into account very often, or only sometimes,
or hardly ever, in deciding whether to admit or dis-
charge a patient?”’ These four questions, by the way,
were included in our interviews with the doctors
themselves, and interpretation of the administrators’
replies would be greatly facilitated if we had the com-
parative resudts, Unfortunately, the doctors’ answers
are not yet ready for tabulation and analysis.



In reply to all four questions, a majority of the
administrators indieated their belief that these non-
medical factors are at least sometimes taken into
consideration by the physician in deciding whether
or not to hospitalize the patient. Only two of the
forty-nine administrators, for example, say the doe-
tor “hardly ever” takes the patient’s home environ-
ment into account, and only seven say that he
“hardly ever” considers the patient’s ability to afford
the hospital costs in deciding whether or not to hos-
pitalize. Clearly, in the eyes of these administrators,
hospitalization is not determined by medical factors
alone but is a product also of soecial, financial, and
situational factors. Whether the doctors themselves
answer in similar terms will have to await the further
progress of our major study.

The remainder of our questions I shall touch on
only briefly. As I said at the outset, these interviews
were not designed for tabulation, and some of the
audience may feel I have been taking liberties with
the data when I say in one ecase that “only nine of
the administrators” answer a certain way, while in
another instance I have stressed the fact that “as
many as nine” gave a particular answer, especially
when fairly large numbers are sometimes classified as
“vague.” In my interpretive remarks, however, I
have relied more on the ‘“feel’” I have for the opinions
of these men and women, after reading their inter-
views, than on the actual figures presented here. T
would like to say, therefore, that, in my opinion, the
fact that “only twenty-one” (or less than half) of the
administrators say they give a great deal of thought
to “problems like these—conecerning the overuse or
underuse of hospital facilities”—is more important
than the fact that as many as twenty-one gave this
answer, Such questions surely seem within the nat-
ural domain of the hospital administrator, and I, for
one, would not have been surprised if all forty-nine
had said they thought about them a great deal. I
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regard the relatively low response to this question as
another indication that the problem of overutiliza-
tion of hospitals does not loom large in the minds of
the administrators. And I think this view is eon-
firmed when one looks at the answers to our final
question. When asked, ‘“And lastly, what are some of
the major problems you see for hospitals in the future
—say, over the next ten years?”’ the major concerns
are with housekeeping problems, such as financing,
plant, salaries, staffing, and the like.

Although I have emphasized the methodological
wealinesses as a survey of these informal talks we had
with forty-nine hospital administrators in Massachu-
setts, I think the general tenor of the findings is really
quite clear, and I am inclined to doubt that a larger
and more formal inquiry would emerge with vastly
different conclusions. The administrator certainly de-
teets fundamental changes within the last ‘fifteen
years in the role and function of the hospital in the
community, and he foresees continuing changes in
the future. The course of hospital admissions is up,
and he is doing his best to cope with the trend. In
his eyes, the hospital is no longer regarded as an
isolated service for the seriously ill and the dying but
rather is seen as a medical center serving the total
community with the most efficient and accessible
means of medical care. He readily grants that many
of the people whom the hospital serves could also be
served outside the hospital—in their homes or in the
offices of physicians-but this does not greatly con-
cern him. The issue to him, as I read these inter-
views, is not one of medical necessity but of efficient
and accessible community service. As one of our re-
spondents put it, when we asked him about “un-
necessary hospitalizations”: “I don’t like those words
at all. I don’t believe anyone comes into a hospital
unnecessarily. They’re all there for some good reason.”
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Recent Research on Hospital Use

PAUL J. FELDSTEIN, Ph.D.

CuarMaN: Recently a number of studies in this
country and abroad have examined the problems of
hospital use. Some of these studies, such as that con-
ducted by the University of Michigan, are contribut-
ing important information to inerease our under-
standing of this subject.

Mr. Paul J. Feldstein, who is director of the Divi-
sion of Economies and Statistics of the American
Hospital Association, received his doctoral degree in
economies at the University of Chicago as a Kellogg
Fellow. The Graduate Program in Hospital Adminis-
tration awards such fellowships to doctoral students
in a given discipline who are studying the hospital
and medical-care field. Mr. Feldstein’s dissertation
as titled “An Empirical Investigation of the Margin-
al Costs of Hospital Services.” His paper ocutlines
recent research on hospital use.

Any attempt fo cover, in the allotted time, all the
current research on the subject of hospital use would
be very difficult. Therefore, for the purposes of dis-
cussion, I have categorized this research into three
major problem areas and will discuss briefly the gen-
eral approaches that researchers have taken, the as-
sumptions underlying each approach, and some of
the more interesting examples of research using each
approach. I have classified the three problem areas
on hospital utilization as: (1) studies that attempt to
define “proper” use of hospitals, (2) studies that try
to determine the factors affecting use, and (3) studies
that attempt to predict what hospital use will be in
the years to come.

Not all research falls neatly into any one of these
three problem areas. Some studies are interrelated,
starting off in one area and naturally leading into an-
other, The purpose of this somewhat arbitrary classi-
fication, however, is to indicate the problems that
hospital researchers face and attempt to solve.

I. Studies Related to “Proper” Use of Hospitals

A. ASSUMPTIONS UNDERLYING STUDIES OF
“PROPER"” USE
Let us start with studies related to proper use of
hospitals. The rising cost of hospital care hag led to
great concern with the question whether hospitals
are being used effectively. The fundamental assump-
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tion underlying studies of proper use is that the basis
of utilization should be the medical need for hospital
eare. People in the field realize that the demand for
hospifal care, which is actual use, is not necessarily
the same as medical need. The researchers in these
studies believe that it is possible to distinguish be-
tween need and demand and that eriteria can be es-
tablished to provide a scientific basis for determining
the proper amount of hospital use. They believe that,
if unnecessary use can be reduced, then the alarming
rise in the cost of hospital care may be halted.

B. ATTEMPTS TO DEFINE “PROPER’ UTILIZATION

Researchers in this area have used two approaches
to define proper use.

1. The subjective approach—The first approach
is subjective and may be referred to as the ‘“‘peer
judgment” approach. This approach establishes the
level of proper use by asking physicians to judge
each admission or length of stay as necessary or un-
necessary. An example of this approach is the recent
study of the teamsters in the New York City area by
Dr. Trussell.!

In this study a group of specialists was assembled
and asked to evaluate patient records and determine
whether they would have handled the particular eases
in the same fashion. Based on their own concepts of
medical practice, these doctors judged whether the
hospitalization was necessary or unnecessary. Twelve
per cent of the admissions in this study were deemed
unjustifiable on the basis of a review of the patients’
charts.

Another example of the peer-judgment approach
was a study of admissions in an English hospital.®
Dr. Robert I, L. Logan made guarterly rounds with
the consultants in charge of wards, discussed each
case with them, and made his own judgments as to
whether the patients needed to be in the hospital or
not. He concluded that many did not. In each case,
an assessment was made of the clinical necessity for

t Ray E. Trussell, The Quantity, Quality and Costs of Medi-
cal and Hospital Care Secured by a Sample of Teamster Families

in the New York Area (New York: Columbia University,
School of Public Health and Administrative Medicine, 1961).

* Dr. Robert I, L. Logan and Gordon Forsyth, The Demand
Sfor Medical Care: A Study of the Case-Load in the Barrow and
Furness Group of Hospitals (London: Oxford University Press,
1960).



admission. Among the general medicine patients, ap-
proximately 50 per cent definitely required hospitali-
zation. For surgery patients, the percentage was
higher, approximately 80 per cent.

2. Fstablishing criteria of proper use—The other
method for judging “proper’ use is to establish ob-
jective criteria by diagnosis for each admission and
length of stay. If a patient’s length of stay exceeds,
or is less than, the length of stay established by ob-
jective criteria for his particular diagnosis, then this
is considered “ineffective’ use. This approach differs
from the previous method in that objective criteria
are used for judging the cases rather than relying on
an individual, subjective evaluation of each case.

An example of this type of study was the one con-
ducted by the Bureau of Hospital Administration of
the University of Michigan.? In this study seven
panels of physicians developed the criteria for hospi-
tal admission, services required, and length of stay
for an uncomplicated hospitalization for eighteen
diagnoses. These eriteria were applied to 5,750 cases.
A few of the findings of this study are reported below.

Unnecessary admissions did not appear fo consti-
tute a problem of great importance in the 18 diag-
noses studied; only 2.5 per cent of the admissions
were judged inappropriate. When the five diagnoses
classified as 100 per cent necessary (for example, de-
livery, prematurity) were excluded, the proportion
of inappropriate admissions under the remaining 13
diagnoses was 4.3 per cent.

A second finding, based on objective criteria, re-
lated to underuse of diagnostic and freatment pro-
cedures. Approximately 30 per cent of the patients
did not receive services established by expert con-
sensus as required for their condition. Overuse of such
procedures could not be measured because the criteria
were not sufficiently speeific for this purpose.

A third finding eoncerned length of stay. Inappro-
priate length of stay was found in about 20 per cent
of the cases.

C. EVALUATION OF THIS STUDY APPROACH

Let us evaluate some of these studies on proper
use. One objective of studies on proper use is to allow
the setting-up of limits to hospital use by diagnostic
category, which may then be adopted by hospital
utilization committees. These limits of proper use can
be used for deciding which patient records should be
further investigated for ineffective use of the hospital.

The attempts to set up standards for proper use
suggest that, once criteria are developed, they will be

* Walter J. McNerney et al., Hospital and Medical Econom-

tes, University of Michigan’s Bureau of Hospital Administra-
tion (Chicago: American Hospital Association, 1962).

RECENT RESEARCH ON HOSPITAL USE

adopted by hospitals throughout the country. There
are several limitations to this approach. For example,
eventually eriteria will have to be developed for ail
diagnoses, and for some diseases 1t is very difficult to
establish criteria. We know that medical opinion dif-
{fers, not only on length of stay, but on the necessity
for admission in the first place. In addition, adoption
and application of eriteria could lead to a static situa-
tion if the criteria were not constantly revised to keep
up with the advances in medical science. Also, the
appropriate criteria for a specific hospital should take
into aceount the total range of medieal care available
within a community. The range of proper use will
differ among communities with fewer or greater num-
bers of facilities and services.

If these studies do not go further than merely say-
ing that stated per cents of the admissions were nec-
essary or unnecessary or that so many patients
stayed too long for a particular diagnosis, then they
do not add greatly to our knowledge. Studies at-
tempting to define proper use must not only tell us
something about the range of medical care in the
community but should also atternpt to uncover the
reasons for overuse or underuse. Only with this added
knowledge can a proper decision be made on what is
proper use in an area.

II. Studies on Factors Affecting Hospital Use

Studies in the second major area of research at-
tempt to determine those factors affecting hospital
use. All the studies that have attempted to define
proper use on clinical grounds alone have concluded
that there is indeed some inappropriate use of hospi-
tals. A logieal extension of these studies, therefore,
is to ask: “What are the extra-medical reasons for
overutilization and underutilization and to what de-
gree do these influence hospital use?’”’ For example,
“What is the effect of hospital insurance on use?”
“What is the effect of availability of convalescent
homes on use?”

A. ABSTUMPTIONS UNDERLYING STUDIES ON FACTORS
AFFECTING HOSPITAL USE

The answers to these questions are important. For
if researchers can identify the extra-medical factors
influencing hospital use, we shall be in & position to
advise the policy-makers as to the values of alterna-
tive methods of organizing and financing medieal
care.

Obviously, in studies of factors affecting use, it is
not so important to develop a list of the many factors
which may influence demand as it is to learn the
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weights or the relative importance of each factor,
For only by learning the relative importance of these
factors can proper mechanisms be developed for
translating need into demand and, conversely, to re-
duce the demand that is not expressive of need.

B. EXAMPLES OF STUDIES USING THIS APPROACH

1. Massachusetts study.—An example of this ap-
proach is a study by the Health Information Founda-
tion and the National Opinion Research Center,?
which is soon to be published. In this study a survey
was conducted of a representative sample of dis-
charges from Massachusetts hospitals in an attempt
to reconstruct, through personal interviews with both
patients and physicians, the chain of events and de-
cisions that led to admission and discharge. Among
the non-medieal factors investigated, particular em-
phasis was placed on such things as home environ-
ment, patient or family pressure for hospitalization,
and the availability of insurance. It was believed
that, before any meaningful statements can be made
concerning ‘“‘improper” use of hospitals, more infor-
mation is required concerning the ways in which hos-
pitals are actually used today and the needs which
they serve. This is what the study plans to reveal.

2. Michigan study.—In the Michigan study men-
tioned earlier, variations in hospital use were ex-
amined in order to associate “improper” use with ex-
tra-medical factors, such as characteristies of the pa-
tients (e.g., whether they have insurance coverage),
characteristics of the doetor {e.g., specialty status of
the physician), and the characteristies of the hospital
(e.g., size).

Extra-medical factors were found to be of such im-
portance in influencing hospital use that they were
reported in 80 per cent of the understays and 54 per
cent of the overstays.

Not surprising was the finding that source of pay-
ment is related to hospital use. Patients who paid
most or all of their bills themselves had fewer read-
missions. Again, when the patient was the source of
payment, understay was far more common than over-
stay (16.7 per cent versus 6.3 per cent). When pay-
ment came from any other source, such as a welfare
organization or workmen’s compensation, the reverse
held true; overstay was twice as comnmon as under-
stay (11.8 per cent versus 5.6 per cent). Also, patients
with some third-party coverage generally used more
ancillary facilities than did patients who paid their
own bills. .

Another extra-medical factor investigated in the

* Survey of a Representative Sample of Hospilal Discharges in

Massachusetts (Chicago: Health Information Foundation and
the National Opinion Research Center, 1962 [unpublished]).
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Michigan study was the availability of care outside
the hospital, such as nursing homes, home-care pro-
grams, and visiting-nurse programs. The findings are
again consistent with general expectations. When
care outside the hospital was available, there was a
tendency toward shorter lengths of stay.

These are just a few of the study’s findings. This
report is recommended reading both for its findings
and for the provocative approaches it used.

3. Home-care study by Associated Hospital Service
of New York—Another study bringing out s conclu-
sion similar to that found in the Michigan study was
an experiment undertaken by the Associated Hospi-
tal Service of New York. Home-care services were
provided, and specific observation was made of the
effects that the provision of home care has on hospi-
tal use.

The researchers concluded that this program has
shortened hospital stay and reduced the costs of ill-
ness. For the first 500 completed home-care cases,
they judged that 40 per cent of home-care days were
in lieu of in-hospital days. The remaining 60 per cent
of the total home-care days were needed to give proper
patient care, including preventive and rehabilitative
measures, to patients who would not have entered a
hospital. Surveys conducted before the home-care
program was started showed that approximately 30
per cent of the patients in hospitals had had at least
two admissions within the previous twelve months,
while the patients on home care had only an 8 per
cent readmission rate in eighteen months.

€. EVALUATION OF THIS STUDY TECHNIQUE

Under the second major topic of my talk—studies
on factors affecting use—1I have tried to deseribe how
some studies attempted to isolate extra-medical fac-
tors. Let me repeat, because I believe this is impor-
tant, that it is necessary not only to identify the fac-
tors that affect use but also to learn the relative
weights of these factors. Tor only then will it be pos-
sible to change hospital use, either increasing orde-
creasing it, by changing the factors which affect use.
By separating out the effects of the individual fac-
tors, these studies also provide a basis for predicting
hospital use, which I will soon discuss.

There are also some limitations to these studies.
Since they attempt to separate out the effects of each
factor, they are necessarily complex and therefore
expensive. The personal-interview technique, which
is effective for determining reasons for hospitaliza-
tion, is also a costly technique. Furthermore, care
must be taken that the accuracy of the vesulis are
not reduced because of both sampling and non-sam-
pling errors,



The directions for future research in this area
should be: (1) to determine the underlying reasons
for variations in use between different regions of the
country and the factors that reduce or inhibit use;
(2) to set up imaginative studies on the different ways
of organizing medieal care in an area and their effects
on utilization; and (3) to determine the finaneing
mechanisms which will enable need to be translated
into demand for each level of medical care.

I11. Studies on Predicting Hospital Use

The third and final category of research that I
want to diseuss is the prediction of hospital use. All
of us recognize how important it is to be able to pre-
diet accurately the demand for hospital care.

A, ASSUMPTIONS UNDERLYING STUDIES ATTEMPTING
TO PREDICT HOSPITAL USE

Studies predicting future levels of hospital care
start with certain preconceptions or assumptions.
These assumptions are necessary in order to develop
a methodology for prediction.

The first assumption is that the planning of hospi-
tal facilities should be based upon expected use
rather than on a recommended level of use. This does
not deny the proposition that we ought to strive for
certain social goals in the use of hospital beds. How-
ever, if we predict on recommended levels rather than
on expected levels, the beds provided may remain
empty.

The second assumption is simply the belief that
the amount of hospital care is predictable. We know,
for example, that certain trends in medical care are
expected to continue, such as the decline in the num-
ber of persons with tuberculosis, while there will be
an increase in demand for medical-surgical beds.

The third assumption is that trends in the popula-
tion distribution will continue to influence hospital
care. For example, the changing age distribution
means that we shall have to provide different forms
of medieal care for the aged, such as long-term units
and home-care programs.’

B. EXAMPLES OF STUDIES ATTEMPTING TO PREDICT
HOSPITAL USE

Examples of studies concerned with predicting
hospital use were the two English studies: one at
Barrow-Furness;® the other, Tees-side.5 These two
studies attempted to predict future use by using the
existing utilization rates in each area together with
changes in the hospitals’ waiting list. This method,

¢ Home Care Following Hospitalization (New York: Associ-
ated Hospital Service of New York, 1962).

* A. D. Airth and D. J, Newell, The Demand Sfor Hospital
Beds, Resulls of an Enquiry on Tees-side (Neweastle on Tyne:
King's College, 1961).
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combining the utilization rate with changes in the
waiting list for admission, was used to estimate the
demand for each medical specialty for the group of
hospitals serving the arens. However, when the re-
searchers in these studies used existing utilization
rates without considering other factors that might
affect utilization in the future, they implicitly as-
sumed that the factors that have affected past utiliza-
tion will act in the same manner to affect future use.
In other words, no attempt was made to separate
out factors that may change the pattern of future use.

1. Method of prediction suggested by the Public
Health Service—Related to this approach, but some-
what more flexible, is the method suggested by the
Joint Committee of the American Hospital Associa-
tion and the Public Health Service in their booklet
on Areawide Planning.” This method, which also uses
present utilization rates in making projections, is
now being tested and evaluated by several hospital
planning councils. It has an advantage over the
previous method in that changes in two very impor-
tant factors, age and sex, are incorporated in the
analysis. Projections are made of age and sex distri-
butions in the area, and utilization rates are then cal-
culated separately for each age-sex category.,

2. Multivariate analysis.—Some other studies have
attempted to go even further than this by using a
multivariate type of analysis. These studies, ex-
amples of which were conducted by Grover Wirick
as part of the Michigan Study?® and by Gerald Rosen-
thal, of Harvard University,® attempt to incorporate
other factors besides the age and sex variables, such
as health-insurance coverage, family income, marital
status, race, and degree of urbanization. Studies of
this type attempt to derive the relative weights for
each of these factors. They try to answer questions
such as: How important is a certain factor in affect-
ing hospital use? If a factor increases by, say, 10 per
cent, by how much will hospital use increase?

To arrive at a prediction of overall use, projections
are first made for each of the factors, such as the per
cent of the population covered by health insurance,
the age distribution, family income, etc. Then, based
on the relative weights or importance of each factor,
they are added together to give an estimate of what
over-all use will be.

T Areawide Planning Manual for Hospitals and Related
Health Facilities (Washington: Public Health Service, United

States Department of Health, Education, and Wellare, Au-
gust, 1962).
* Gerald Rosenthal, Hospital Utilization in the United States

{unpublished doetoral dissertation, Harvard University, June,
1062).
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C. EVALUATION OF THESE STUDY APPROACHES

Thus, there is a progression in the studies which
attempt to predict use. The first two methods, which
use present utilization rates, are relatively simple to
apply on a community level. The multivariate ap-
proach, while more complex, has some theoretical
advantages, It attaches relative weights to the fac-
tors affecting use. It thus gives an indication of how
demand for hospital care will be influenced if any
one factor is changed, either purposefully, as when
the per cent of the population covered by health in-
surance is inereased, or through natural changes, as
when the age distribution of the population shifts.
This approach also enables the hospital planner to
revise his estimates of future use if he can anticipate
the possible changes in any of the important factors.

As promising as the multivariate approach ap-
pears, the results currently obtained by this approach
have not been as accurate as merely projecting pres-
ent utilization rates. More accurate measures must
be found, and the multivariate technique must be
perfected before it will be suitable for use on a com-
munity level. Nevertheless, it is a promising ap-
proach.

It is important in these studies that the researchers
utilize knowledge gained from other studies. For
these statistical studies rarely diseover anything new;
they usually substantiate the observations of knowl-
edgeable people. For example, a main contribution
of empirical research is to show not whether hospital
- insurance s a factor affecting use but to what extent
it is an influence. Studies that come up with conclu-
stons radically different from the common belief
should be further investigated to determine whether
the findings are really true or whether the data are
at fault.

IV, Summary and Conclusions

Let me briefly summarize what I have talked
about today. First, the group of studies on “proper”
use have taken two approaches. One approach meas-

ures utilization above and below some “average” lev-
el but does not define the “average.” The other ap-
proach, represented by more elaborate or objective
studies, uses criteria to determine the “proper’’ level
of use. Studies on “proper”’ use should take into ac-
ecount non-medical factors. Deviations from what is
“proper’ may be the result of many factors, such as
availability or non-availability of alternative facili-
ties to care for the hospital patient.

In the second group of studies, attempts have been
made to identify the non-medical factors that affect
utilization. These studies are very important. More
studies of this nature should be undertaken in regions
of the country where variations in use are significant.
By comparing areas which have different factors
leading to different patterns of use, we can better un-
derstand the relation of each factor to hospital use.

In the last set of studies, I briefly reviewed some
of the methods used for predicting hospital use. The
suecess of these studies depends, to a large degree, on
our learning more about factors affecting use.

Before I close, I should like to mention one area in
which little research has been conducted and in which
imaginative study is particularly needed. This is the
area of unmet need--cases of people who are ill but
do not enter the hospital. Estimates for this group
obvicusly cannot be made from hospital data be-
cause the patients who need hospitalization but do
not receive it do not appear on the hospital record.
I mention this separately because, to date, few
studies have been conducted that provide us with
any reasonably adequate estimates of unmet need.

Decisions affecting the provision of health care are
being made every day, and, in the near future, de-
cisions with effects of even greater magnitude will
doubtless be made. It would be unfortunate if unwise
decisions were taken because of inadequate informa-
tion gvailable to the policy-makers. Researchers
must, therefore, accept the responsibility, not only
of collecting and interpreting data, but also of com-
municating their findings in a meaningful manner.



Discussion

QuesTioN: I must preface this question by asking
about & statistical fact that I recorded this morning,
and I want to know whether it is accurate. The state-
ment was made, I think from the Michigan study,
that the admission rate of medical patients increased
by 54 per cent but that the admission rate for surgi-
cal patients increased by 6 per cent. Is that eorrect?
To me, these two figures indicate a need for an in-
vestigation in the medical area. I can understand a
6 per cent increase in admission rate for surgical pa-
tients because of the complexity of surgical proce-
dures and the new developments. I am rather inter-
ested that the admission rate of surgical patients
should be so far below the medical admissions, par-
ticularly when so many persons have suspected that
we have a very large increase in the amount of un-
necessary surgery that is being done.

Has anyone made an analysis of the medical ad-
missions to o hospital in 1945 and compared the re-
sults with a similar analysis of the medical admis-
sions to the same hospital in 19607 Is the difference
explained by the types of medical patients, by the
types of diagnoses, that are being admitted? Is the
difierence perhaps related to a new type of eare, or is
it related to the so-called extra-medical reasons that
may bhave a direct connection with these types of di-
agnoses?

Cuarrsan: If I understood what Mr. McNerney
was saying, he was talking about the factors affect-
ing their premium—net premium, pure premium. I
think he arrived at a figure of 50 per cent, which was
an increase in patient days. In other words, you had
the effect of both increased admissions and length of
stay. So that we are talking about the fact that days
of care increased 50 per eent in the medical category
and a smaller percentage in surgery.

Cecil Shepps, at Beth Israel Hospital made com-
parison of all admissions in a twenty-year interval. I
think he found no great differences by diagnoses.
What he found was a tremendous difference in age, a
much older population group. If you consider all the
chronie illnesses, that is one explanation.

Mr. TrHoMmas B. Frrzearricx: These figures, I
wanted to remind you, are Blue Cross admission
rates—a fact which makes a great deal of difference.
I don't know the explanation for them, but it is pos-
sible that over ten years, 54 per cent does reflect sub-
stantially the change from pure surgical coverage to

surgical-medical coverage. That would be one simple
explanation of it. I have not seen the figures. They
do not come from the Michigan study.

Crarrman: These are for Blue Cross. I do know
one thing. One of the bulletins that was developed by
the staff at the Health Information Foundation
showed something like a 50 per cent reduction in the
incidence of appendectomies, for instance. The two
reasons for the highest incidence of admissions, you
recall, were tonsillectomies and then appendectomies.
I think they still tend to be the leading surgical pro-
cedures, but, as a rate in the population, both are
down about half from what they were twenty years
ago. Consequently, you have a big reduction in ad-
missions for surgery. Does anybody else have any
comments on the point brought up?

QuEesTioN: I think that, during the same period,
Blue Cross covered some psychiatrie admissions.

Craraman: Coverage has certainly been expanded
for mental illness, and that would be in the medieal
category.

QuesTion: We have done some work in circulatory
and medical respiratory cases and found only & small
relationship to age. Talking with many physicians
and public health authorities, we found them at a
complete loss to aceount for it. The most commonly
cited reason is this thing Mr. Fitzpatrick speaks of,
namely, Blue Shield developments and greater hospi-
tal care. However, this is not substantiated.

QuesrioN: Mr. Feldstein said nothing about
studies of the use of hospitals in the light of avail-
ability of doctors. Haven't some studies been made
on this?

Cramrman: There have been some efforts, I think,
by Roemer. I believe Mr. Durbin has been plowing
through the figures some. I don’t know of any be-
yond those. Do you know, Dr. Anderson, of studies
of use related o physician population?

M=z. Opiv AnpeERsoN: No.

CramMaN: Am I right, Mr. Durbin, in saying
that, using the national figures by state and the
multivariant approach, you found that the number
of physicians in a state did not greatly affect hospital
use. Do you want to comment on it?

Me. Ricrarp L. Dursin: We went through a lot
of gyrations and came up with the conclusion that
the supply of physicians might have a positive effect
if the supply increased over a certain percentage.
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Hospitalization or admission and stay might then be
decreased. In other words, if you inerease the supply
of physicians in a community, you might decrease the
use of hospifals, measured both by admission rate
and by length of stay.

MEg. Lawsence A. Hiun: We haven’t done too
much scientifically on this; but in thirty-four surveys
patterned after the Michigan study, our findings
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pretty much substantiate Mr. Durbin’s. That is, the
effect of too few doctors is simply to put patients in
the hospital because they are easier to get to. As the
number of physicians increases, there is less pressure,
and the doctors do more in the office. At least this
would seem to be the case. However, our findings
have not been consistent enough to enable us to
draw hard and fast eonclusions.



Hospital Planning and Future Hospital Use

JACK C. HALDEMAN, M.D.

Cuamrman: The Hill-Burton Hospital Survey and
Construction Act has had a substantial effect since
its initiation in 1946 in providing better hospital fa-
cilities country-wide. An important aspect of the act
is that, in addition to providing financial grants
through the states, all states are required to develop
a hospital plan for serviee to all the people.

The Division of Hospital and Medical Facilities of
the Public Health Service not only is concerned with
supervising finaneial grants but has, from the first,
realized that, in keeping with the intent of the law,
grants could only be made after good hospital plan-
ning at the state level. To facilitate good planning,
the federal administrative ageney has served as a co-
ordinating agency for the exchange of experience be-
tween the states and national and state hospital as-
sociations. Fundamental to this planning is a de-
termination of future trends in hospital use.

Dr. Jack C. Haldeman, director of the Division of
Hospital and Medical Facilities of the Public Health
Service, has been responsible for stimulating in-
creased emphasis on hospital planning, particularly
in metropolitan areas where the problem is presently
acute. He has also taken leadership in focusing at-
tention on the need for hospital beds to eare for pa-
tients of various types.

Dr. Haldeman will discuss hospital planning re-
lated to future hospital use and requirements for beds
for different grades of care.

I suppose that it is an historical fact that our yes-
terdays have a strong relationship to our tomorrows.
This is impressed on me each morning when I pass
the National Archives Building in Washington on
my way to work and read Shakespeare’s poetie in-
seription, “What is past is prologue.” This familiar
saying is particularly applicable to those of us who
are trying to think of where we are going in the hos-
pital field in the years ahead.

Those of us interested in hospital planning must
look back and re-examine the traditional develop-
ment of our hospitals and other health facilities, and
we may also inquire into the philosophy of the era
which saw these facilities come into being, Has our
philosophy changed? If so, how can we best develop
a pattern of faeilities that will conform to our new

philosophy as it relates to the roles which have been
assumed by the various facilities and, indeed, the
whole health community?

In examining the origin of our present system, we
find that our early hospitals were developed as con-
venient institutions to house the destitute or persons
needing public assistance. Qur mental institutions
were originally conceived as asylums to offer protec-
tion to the community from the danger of exposing
the issue to society. In neither instance was the pri-
mary concern the treatment and care of the physi-
cally or mentally ill. Not until comparatively recent
vears have our health facilities assumed the treat-
ment of disease as their primary role.

Because of historical development, the separation
of services and the pattern of facilities from which
these services were administered continued to follow
separate paths. In general, four types of facilities
emerged: short-term or acute hospitals; hospitals for
the chronically ill, such as the tuberculous; mental
institutions; and nursing homes, some of which pro-
vide skilled nursing care. As a rule, these facili-
ties were completely independent of one another;
they were usually scattered in different locations;
and the patterns of financing their operating costs

" varied.

Because individual hospitals have been operated
as if each were an island unto itself, numerous prob-
lems have developed. First of all, the quality of com-
prehensive care has suffered in many instances. For
example, a mental institution which is focused pri-
marily on the treatment of mental illness frequently
does not have an adequate staff to care for certain
physical ills of these mental patients. Again, a short-
term general hospital may not have an adequate
staff to provide rehabilitation services.

Over the past three or four years, the Public
Health Service, in co-operation with the American
Hospital Association and other voluntary agenecies,
has sponsored a series of ad hoc committees. The pri-
mary charge given these groups has been to develop
principles for the planning of various types of health
facilities as well as area-wide planning of hospitals
and related health faeilities. The one common thread
running through the discussions of all these groups
is the need for co-ordinated planning of health facili-
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ties of all types in order to incorporate sufficient
flexibility to cope with the changing needs brought
about by development in medical research, the shifts
in our population, the general trend toward longer
life and new methods of paying for eare.

Tremendous changes have taken place in the
health-facility field in the past fifteen years, and
equally dramatic changes are going to take place, I
believe, in the next fifteen years.

In order to make long-term plans for the best use
of health facilities of the future, some crystal-ball-
gazing would seem to be in order. We must ask some
questions:

What will the patient of the future be like, and
what will be his needs? To what extent will barriers
to efficient co-ordination of health services be re-
moved? What will be our financial resources for
health care in 19757 What will be our health facility
need in 19757 What will the hospital of the future be
like? I am aware that making long-range predictions
ijs a precarious business, but I believe that certain
trends of the past fifteen years can be used as a basis
for making “guesstimates.”

What will the patient of the future be like, and what
will be his needs?

I recently heard Phil Bonnet make the prediction
that by 1975 there would be a further substantial de-
cline in the proportion of acute illness seen in the
hospital and that the totally dependent patient
would be rather uncommon. He sald that this decline
would be accentuated if there were a major break-
through in the treatment of cancer.

If his predietion is accurate—and I think it is—
the hospital of the future will be caring largely for
ambulatory patients, both inpatients and outpa-
tients. Emphasis will be on early diagnosis and health
maintenance, and more preventive activities, espe-
cially health education, and less definitive medical
treatment will be carried out. In short, the hospital
will become a medical health-service center, strongly
oriented to providing the various levels of care need-
ed by patients with chronic illness.

To what extent will barriers to efficient co-ordination
of health services be removed?

Political, economie, and social factors which have
evolved as a result of past attitudes toward health
care constitute major barriers to efficient co-ordina-
tion of health services. Most of these factors involve
legal and administrative considerations, financing,
and social acceptance. Of these factors, our method
of financing health care is probably the most critical.

I believe that the next fifteen or twenty years will
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see major progress in the removal of these barriers.
One reason hospitals today are reluctant to establish
iong-term care and rehabilitation units is the in-
ability to finance the costs of maintenance and oper-
ation of efficient care units, This situation, I believe,
will change.

The percentage of individuals who can afford to
pay for high-quality care from private resources is
increasing, and additional federal legislation which
will further remove the financial barrier for health
care of the aged seems likely to pass. The effect, as
far as removing the financial barrier is concerned,
will be the same, whether the federal legislation in-
volves a means test or utilizes the social security
mechanism, provided the payments for care are ade-
quate.

Barriers to financing the care of the mentally ill in
community hospitals are being removed: Last year
more mental patients were admitted to these hos-
pitals than were admitted to state mental hospitals.
More prepayment plans are extending coverage for
the mentally ill. Fourteen states have passed legisla-
tion providing for state financial assistance for com-
munity mental-health programs, and I predict that,
by 1975, most states will have done so.

What will be our financial resources for health
care tn 19752

First, I would like to prediet that our nation is
going to put more and not less of our resources into
health care. The social priority which we give health
services will increase in the future as it has in the
past, as the basic needs for food, shelter, and clothing
are met for increasing numbers of our people.

In the fiscal year 1929, the total expenditure for
health and medical care in the United States, includ-
ing health-facility construction and medical research,
totaled only 83.6 billion and accounted for about 3.6
per cent of the gross national product. In 1961, all
such health expenditures totaled $29 billion, and,
what is more significant in my opinion, this figure
represents 5.7 per cent of the gross national product.
In other words, Americans are now devoting almost
60 per cent more of their resources to health and
medical eare than they did in 1929,

Assuming that the same rate of increase will pre-
vail through 1975, the share of the gross national
product going for health and medical care could reach
sliphtly more than 7 per cent. In terms of dollars,
health expenditures in 1975 will exceed $70 billion,
assuming that the annual growth rate in the gross
national product reaches and maintains a rate of 4.5
per cent.

Of course, hospital expense per patient will also in-



erease if the trends of the past fifteen years continue,
but I believe, even with increased costs, $70 billion
in 1975 will purchase much more health care than $29
billion did last year. I would hope, however, that, by
1975, the percentage of our health dollar devoted to
community health services designed to maintain
health and reduce the need for institutional care will
be larger than it is now. I do not believe that we are
pricing ourselves out of the health-care field.

What will be the health-facility needs in 19767

I must confess that here my erystal ball has let me
down. Much more research info the factors affecting
the use of health facilities will need to be done before
T shall be willing to predict the future with any de-
gree of confidence.

Numerous studies have shown that a significant
percentage of patients occupying short-term beds
could, from a medical standpoint, be adeguately
cared for in outpatient departments or long-term care
facilities. Others could be cared for in their own
homes or in foster homes if community health serv-
ices, such as home-care programs or home-maker
services, were more universally available.

It should logically follow that the provision of
more nursing-home beds in a community should de-
crease the need for short-term hospital beds. This
may not always be true, however. A recent analysis
of Hill-Burton state plans showed that, in the group
of states having the highest number of long-term-
care beds per 1,000 of the aged population, there was
also a correspondingly high ratio of short-term beds.

An investigation into the characteristics of the hos-
pital inpatient population should be an integral part
of area~wide planning prior to the estimating of hos-
pital and nursing-home needs for the target years
being considered. Such a study made by the area-
wide planning agency in Rochester, New York, dis-
closed that between 15 and 20 per cent of hospital
patients did not require hospitalization for medical
reasons. As a result of this study, plans for the use of
approximately $13 million of funds available for capi-
tal construction were radieally changed. The number
of new short-term beds previously programed was
drastically reduced. Three long-term-care units for
general hospitals were substituted, and the remainder
of the funds were used for renovation and replace-
ment of beds in obsolete facilities. I think the ac-
tivities of these area~wide planning agencies in the
next decade are going to have a real impact on bed
use, '

The availability of home-care. programs can re-
duce the need for institutional beds. The total cost
to the community, however, may not be reduced, al-
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though the quality of over-all care should be im-
proved. A study by the District of Columbia Health
Department showed that a home-care program can
empty hospital beds but that the cost to the depart-
ment for the care of medically indigent was not re-
duced, since patients were kept on the home-care
program for substantial periods of time.

Data from current Hill-Burton state plans give
some clue to our future needs for long-term beds. The
five states with the highest ratio of long-term beds
are, by and large, those states with the highest public
assistance payments. If the country as a whole is to
be brought up to the level of these five states in effi-
cient nursing-home beds, we would require an esti-
mated 500,000 additional long-term beds. If we pro-
ject to 1975 the need for long-term beds based on the
level of care that now exists in five of our states, we
would find that 700,000 additional long-term beds
will be needed.

The analysis of data from Hill-Burton state plans
concerning general hospitals shows the same varia-
tion that Mr. MeNerney mentioned in regard to use
of Blue Cross payments. I must confess that I am at
a loss to explain why, for instance, Indiana has only
2.7 acceptable short-term hospital beds, when a
neighbor, Missouri, has 4.4 beds per thousand; or
why Idaho has 2.6 beds per thousand, while Mon-
tana, right next door, has a ratio of 4.6 acceptable
hospital beds.

Although the number of acceptable general-hos-
pital beds increased by 63 per cent between 1948 and
1962, approximately half of this gain was essential to
maintain the 1948 level of general beds per 1,000
population. During these 15 years, the nation’s popu-
lation has expanded about 30 per cent.

Nationally, the ratio of acceptable beds has been
increased from 2.8 beds per 1,000 in 1948 to 3.5 beds
per 1,000 in 1962, but not in all states has there been
a net increase in the number of beds. Thirteen states
today have fewer beds per thousand than they had
in 1948. The increase in beds has been terrifically
spotty. The greatest increase in the number of beds
is in the southeastern states, which were the farthest
behind, but they still have an average number of
beds less than that of any other section of the coun-
try.

In the Far West region, a significant increase in
available beds was offset by a rapid inerease in popu-
1ation. The only region experiencing a loss in accept-
able beds per 1,000 population was New England,
reflecting, to a great extent, identification there of
non-acceptable obsolete facilities; in 1948, 9.5 per
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cent of the total existing beds were non-acceptable as
compared with 15.3 per cent in 1962.

Wide variations are also found among the states
in days of care in all general hospitals, both long-
term and short-term combined. A low of 669 days per
1,000 persons was reported in Mississippi, compared
with 1,630 days per 1,000 persons in Delaware.
Alaska and the District of Columbia are excluded
because of unigue situations with regard to popula-
tions served.

Even wider variations are found in the nursing
field. Here the number of days of care goes from a
low of 70 per 1,000 population in North Carolina to
a high of 1,568 in the state of Washington. When
days of general-hospital care and nursing-home care
are combined, the range is from 827 days per 1,000
in Alabama to 2,640 in Massachusetts.

When plans are being made to meet the needs for
health facilities in any community or area, recogni-
tion must be given to the interrelationships among all
types of facilities, services, and programs. Therefore,
in determining future needs for general-hospital beds,
equal attention must be given to the needs of nurs-
ing homes, chronic and mental hospitals, rehabilita-
tion centers, owtpatient departments, and out-of-
hospital-care programs, Conversely, planning for
such institutions and services cannot be effective
without considering the expanding role of the gen-
eral hospital in many areas of care.

A good example of this expanding role of the gen-
eral hospital is the increasing use of outpatient de-
partments. In 1958, hospital outpatient visits were
reported to total 62 million. The number estimated
for the current fiscal year is about 90 million, an in-
crease of 45 per cent since 1958. Emergency visits
increased nearly 100 per cent and now constitute
over 30 per cent of the total outpatient visits. Assum-
ing that the same rates of increase will continue, out-
patient visits in 1975 eould total between 275 mil-
lion and 300 million, or an increase from about 485
visits per 1,000 population in 1962 to about 1,200
visits per 1,000 population in 1975,

Contemporary hospitals have satisfactory organi-
zational patterns for caring for both indigent and
non-indigent inpatients, but they need much more
efficient methods of caring for the increasing propor-
tion of outpatients who ecan pay for their own
services,

As medicine increases in complexity, medical prac-
tice becomes more closely organized around the hos-
pital as a service agency. By 1075, if indeed i is not
true now, I believe that the diagnostic services tradi-
tionally available in o hospital will be an indispen-
sable prerequisite for the office practice of medicine.
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Provision of office space within the medical-center
complex for all physicians who desire it would seem
to be a partial answer to the need for better methods
of providing diagnostic services without substantially
disturbing the traditional physician-patient relation-
ships.

-More needs to be known about the effect of in-
creased use of outpatient services on the need for
general-hospital beds. For years I made the state-
ment that the extension of Blue Cross coverage to
outpatient care would reduce the utilization of hos-
pital beds. Preliminary studies of plans that have
extended benefits to outpatient care suggest that the
reverse effect is true.

Another area where the quality of care needs to be
improved is the emergency department. Area-wide
planning groups are suggesting that the number of
hospitals in metropolitan areas providing these serv-
ices should be reduced and that the remaining hos-
pitals should be planned so that the work load will
Justify staffing with the specialties required for the
highest level of medieal care. '

Perhaps the greatest break with tradition in the
health-facility field during the next 15 or 20 years
will be in the mental-health field. Community men-
tal-health facilities will gradually replace the large
traditional state institutions and will become the foci
for future mental-health activities. These smaller fa-
cilities, located close to the patients’ homes, shouwld
provide preventive, early diagnostie, outpatient, and
inpatient care, including transitional and rehabilita-
tive services. I would prediet that the number of in-
patient beds for mental patients can be reduced by
50 per cent by 1975. This estimate is predicated on
the assumption that the progressive concept of
“tailoring the facility to meet the medical and nurs-
ing needs of the patient” will be applied, that mental
facilities will no longer be the dumping ground for
the senile aged, and that barriers to financing the
construction and operation of community mental-
health centers are substantially removed. Such cen-
ters should be integral parts of medical-center com-
plexes so that the most efficient use can be made of
facilities and scarce professional personnel as the
character of our institutional population changes.

A similar trend is predicted in the case of facilities
for the care of the mentally retarded. Community-
oriented centers providing a broad spectrum of sery-
ices, including educational, will replace the larger
state institutions. Area~wide planning agencies must
not exclude this area from their considerations.

I am greatly concerned that at meetings such as
this, where we are talking about hospital planning
and use, about 95 per cent of the conversation re-



volves around the general hospital, the short-term
hospital. I do wish that, when we are thinking of
planning health facilities, we could instinetively
think of the total spectrum of health facilities.

Specialized hospitals for the care of the tubercu-
lous will continue to close or to be converted to other
uses. The surgeon general’s ad koc committee on the
planning of facilities for the care of tuberculosis has
expressed concern over the poor physieal condition
of many of the remaining plants. The committee
feels that many of these should be closed and not put
to any use. In those instances where patients cannot
be transferred to other tuberculosis hospitals, the
commitiee recommends that the patient should be
cared for in newly construeted units associated with
general hospitals.

The committee feels that the tuberculosis problem
will probably be with us for years but that the care of
the tuberculous patient should be integrated into the
main stream of health eare provided in medical-serv-
ice centers.

As for rehabilitation facilities, the financial barriers
for care of the disabled in rehabilitation centers
should be further removed by 1975 and comprehen-
sive services should be more universally available.
The number of such centers has doubled in the last
ten years, but they are still serving only a relatively
small proportion of people needing those services.

TWhat will the hospital of the future be like?

I would like to think of the hospital of the future
as o progressive-patient-care hospital in its broadest
sense. Progressive patient care not only has impor-
tant implieations for individual hospitals but, in its
brozdest sense, encourages the development of a co-
ordinated pattern of services and facilities on a com-
munity-wide basis. The concept has special applica-
tion to what has evolved as one of the ultimate goals
of area~wide planning of health facilities—the estab-
lishment on a common site of a medical-service cen-
ter which would offer a wide spectrum of services
and facilities for both the inpatient and the outpa-
tient. This center would include a hospital offering
various levels of care for short-term as well as long-
term patients, housing for the aged, a health-service
center containing offices for both official and volun-
tary health agencies, facilities for private physicians’
offices, and perhaps a motel for ambulatory patients
as well as visitors to inpatients.

The development of such eenters would result in
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better utilization of scarce professional and technieal
personnel and would permit a more flexible use of
facilities as medical advances result in changes in the
character of our institutional population. This center
would serve as a focal point for community health
services. In many respeets, the emphasis of the re-
gional medical-service center would differ from that
of today's conventional general hospital. For in-
stanee, I would hope that the medical center would
become as interested in caring for the ambulatory
patient as it now is in caring for the bed patient; as
interested in caring for long-term-care patients, in-
cluding tuberculous and mentally ill, as it now is in
caring for the short-term patient; as readily svailable
for assisting the physician in the care of his patient
in the home as it now is in assisting the physician in
the care of his patient in the hospital; as interested in
providing continuity of care for patients in paramedi-
cal institutions as it now is in providing continuity
of ecare within the walls of its own building; and as
dedicated to providing preventive services and the
teaching of health care as it now is to treating the ill.

Obviously, all hospitals cannot provide the total
spectrum of services I have described, but all ecan
incorporate the philosophical concept into their pro-
grams. To the extent possible, I would like to see the
smaller hospitals operated as satellites of medical-
service centers, in order that we may truly have a
co-ordinated hospital system in this sountry.

Iwould hope that the health facilities of the future
would be built in accordance with recommendations
developed by area-wide planning agencies. As vou
know, many communities in the country are develop-
ing area-wide planning agencies which are made up
of top-echelon community leadership. These agencies
are planning for the broad spectrum of facilities and
services needed in the community. Their planning is
on a continuous basis. With a full-time staff, imple-
mentation has been built into the planning process.
Such planning will have a real impact on hospital use
and, in fact, has already had a large influencein
many comrmunities.

A friend of mine once remarked: “After all is said
and done, there is more said than done.” It is my
sincere hope that this will not be the case in the plan-
ning of health facilities. On the contrary, I share the
optimism of those who firmly believe that much will
be accomplished in this field in the next fifteen years.
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Labor and Management Look af Hospital Use

JEROME POLLACK

Crarrman: The channeling of large sums of money
by the public into health insurance has created a new
climate for the discussion of hospital problems. In-
dustry and labor have bargained to meet the in-
creased cost of hospital insurance, and that bargain-
ing has often raised the question whether increased
costs are necessary. Labor particularly has raised
these questions when Blue Cross rate changes have
been before public officials for approval.

The United Auto Workers has given leadership in
bargaining for adequate health-insurance benefits.
Their members represent a major portion of the sub-
scribers enrolled in the Blue Cross Plan in Michigan.
Several speakers on this panel are basing their dis-
cussions on broad experience in Michigan. Mr. Je-
rome Pollack for a number of years was an official of
the United Auto Workers and was concerned with
health and welfare benefits. He has been invited
many times to address audiences of physicians and
hospital administrators. He has been an excellent
representative of labor, critical where he thought
criticism was warranted, but so knowledgeable about
the problems of hospital and medical care that his
comiments have been listened to with respect.

Mr. Pollack has just been appointed to the faculty
of the School of Public Health and Administrative
Medicine of Columbia University. He is also to serve
as the director of the New York Labor-Management
Council on Health and Welfare Plans, a new, inde-
pendent agency organized by industry and labor as
an outgrowth of their concern over increased use and
cost of health insurance. Mr. Pollack will discuss
hospital use from the standpeoint of his experience
and his new assignment.

In the past few years, prepayment has advanced
from an additional aid to become the primary source
of financing non-governmental hospital eare in the
United States. Since 1956, more than half of all
private expenditures for hospital care have come
through prepayment. This year, the two-thirds level
was reached. Barring unforeseen cireumstances, in a
few additional years, all but a residue of perhaps
one-fifth or even less will come from what, for lack
of better terminology, is still ealled third-party pay-
ment.
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Most third-party payments come from the contri-
butions of labor and management. Of the 123 million
people covered by hospitalization insurance at the
end of 1960, 103 million—40 million employees and
63 million dependents—were covered through ar-
rangements arising out of employment. Of the $3.4
billion paid as hospitalization benefits that year, $2.4
billion came from benefit plans based on the employee
relationship. Prepayment has grown overwhelmingly
on the financial base of the employee benefit plan.

Labor and Management Find Advantages in

Health-Care Plans

Labor and management have found common ad-
vantages in allocating wages for health benefits.
Through such benefits, unions have been able to ob-
tain wage increases in a highly desirable form. Em-
ployers have accepted health benefits as a worthy
way of spending wages to promote better healih,
morale, and economic security. Wage-earners and
their unions have sought to remove the economic
barriers to health care. The higher-income strata,
faced with growing concern over the cost of major
illness, have exercised a unigue initiative in pressing
for health insurance addressed to their needs. Thus, a
desire for health insurance has come from virtually
all categories of employees. Although a minority of
insured employees belong to unions, labor has pur-
sued collective bargaining for health benefits with
great vigor. It has been active as well as voeal in
pressing for benefit improvements, occasionally ini-
tiating programs of its own, Benefit precedents set in
collective bargaining are often applied to other em-
ployees. Collective bargaining has, therefore, exerted
an influence extending far beyond the number of
employees directly in its jurisdiction.

Position of the Hospilal vis-d-vis Labor

and Management

The hospital thus finds itself in 2 markedly closer
association with labor and management. The core of
hospital financing has shifted from episodic pay-
ments by patientsto periodic paymenis made largely
by companies and employees.

These payments have become crueial to the vol-
untary hospital. Virtually all the financial support
for the more intensive use, growth, and development



of hospital care has come from prepayment and from
the contributions of management and labor.

Beyond providing a new source of financing, labor
and management have assumed functions that else-
where had to be discharged by government. The
ability of American labor and management to decide
on benefits and initiate contributions has made it
possible for voluntary prepayment plans to grow
large and effective enough to survive. The existence
of a voluntary system of financing hospital ecare has
probably depended more on the nourishment it has
received from labor and management than on any
other single factor.

Labor and management are new to the roles they
now play in hospital financing. Often they are un-
aware of the impact they exert in purchasing care on
s0 large a scale. Responsibilities have fallen on
people primarily devoted to other pursuits, to whom
health benefits are still a supplement to wages. There
may be considerable apprehension over what labor
and management want and what they are likely to
do. Nevertheless, to ignore their attitudes is to neg-
lect the financial underpinnings of the hospitals’
economy.

Concern about Rising Costs

Labor and management are both concerned about
the rising cost of hospital care. They have seen
hospitalization repeatedly lead all items on the con-
sumer price index, and they have had to finance in-
creases in premiums exceeding even the rise in the
index. With some upgrading of benefits, per capita
premiums have increased about 10 per cent a year.
Wages have not risen commensurately. To finance,
out of a wage allocation, & benefit whose cost in-
creases more rapidly than wages poses a financial
strain which few groups anticipated, which at best is
not easily accommodated, and which the prevalent
methods of financing are not well designed to meet.

Even if the justification for increased cost were
totally unassailable, the unremitting succession of
increases would be accommodated only with some
difficulty. However, the justification received by em-
ployers and employees in support of the increased
contributions they are required to make is generally
inadequate and often faulty. The discourse between
hospitals, their prepayment plans, and the public is
almost never well conducted. Many hospitals, physi-
cians, and prepayment plans find it unpleasant to
have to account for their finances to management
and abhorrent to have to report to labor. There is no
evidence of an adequate recognition of the role that
labor and management play today in the hospitals’
economy.
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At public hearings over the cost of prepayment,
labor has often led the criticism. Management may
act with greater restraint, but it listens attentively
to such proceedings. It draws its own conclusions
from the incidence of rate increases and from evi-
dence that emerges in inspecting the claims for bene-
fits. These have left management with a conviction
that not enough is being done to assure that only
warranted elements of cost are passed on to the pay-
er. The lack of confidence of many companies in
existing efforts to control cost is expressed in a wide-
spread unwillingness to commit themselves to fully
paid service benefits. Many adhere to cash limits be-
cause they believe that to exfend the money benefits
would invite needlessly higher charges.

TUtilization is the ubiquitous element in the in-
creasing expenditures for hospital care. Per diem
costs are rising rapidly, but there is little consensus
or clarity on what can be done about them. Rising
utilization is the multiplier to the cost of care. It has
more than offset the reduction in the length of stay.
To the extent that it includes faulty or needless ele-
ments, it would seem to offer a possible partial offset
against Increasing cost.

For a time, increased utilization was accepted as
desirable. One of the primary aims of prepayment
was to remove economic impediments to care. An
increase in use was thus to be expected. Labor, in
particular, would be most reluctant to resurrect any
barriers to care.

All sides originally recognized that prepayment
would stimulate the use of hospitals. Stimulation
was critically necessary when occupancy rates were
threateningly low. But having demonstrated a re-
markable capacity to stimulate occupancy, there
was no reason to suppose that the incentives exerted
by prepayment would stop at the right place.

By a logie that was never too carefully scrutinized,
hospitalization was regarded not only as worthy of
insurance in itself but as a way to police other health
benefits and make them more insurable. Making
benefits contingent on hospitalization naturally aug-
mented the incentives for hospital admission. Labor
and management are aware at first hand of admis-
sions that occur prineipally for the purpose of obtain-
ing benefits not otherwise available. They have seen
evidence of tests ordered, of procedures performed,
of days of stay, and of whole admissions whose justi-
fication, to put it charitably, is questionable.

A number of professional studies have quantified
unnecessary utilization. Measures, originally crude,
are now increasingly refined. The methodology may
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differ, but the results reveal a considerable elevation
of the utilization of hospital care.

Labor and management, moreover, have seen the
comparative differences in utilization associated with
different types of prepayment. Highest utilization
usually occurs among Blue Cross subseribers, lower
among the privately insured, and lowest among those
with direct-serviee plans providing ambulatory bene-
fits. The evidence is not entirely conelusive, nor is the
course of remedial action clear, but the implications
are noted.

Prepayment has stimulated some faulty utiliza-
tion. If an elevated utilization is a consequence of
prepayment, a remedy may also be found by pro-
ceeding further into prepayment and by controls
exerted in medical practice.

Faulty utilization would not have received so
much notoriety, nor would it have been dealt with
so superficially as it has been, but for a common be-
lief that it could be very simply corrected. Co-insur-
anee and deductible clauses were in vogue, and it was
believed that they held the answer to faulty utiliza-
tion. They had considerable appeal to many in man-
agement but were resisted by labor as withdrawing
from prepayment in a way that would be most bur-
densome to people of low income without solving the
underlying problem.

Labor, Management, and Physicians Look
at Prepayment

Although labor and management have found com-
mon ground in prepayment, they do not see entirely
eye to eye. As distinctively different kinds of agen-
cies, responding to differing traditions, interests, and
outlook, it would be too much to expect their alms to
coincide. Initially, it took legislation to require em-
ployers to bargain over health insurance. Ever since,
there have been continuing efforts by labor to en-
large company contributions toward improved and
increased benefits, while management has sought to
Iimit its obligations at the bargaining table by setting
limits to benefits toward which the company is re-
quired to contribute. The general progression has
been to initiate company contributions, first for em-
ployees, then for dependents; first toward nodest,
and then toward improved, benefits.

In face of increasing cost, labor has tended to press
for complete company payments, not only for greater
relief against rate increases, but in the hope of elimi-
nating such increases or at.least to keep them from
being directly imposed on the employees. The grow-
ing trend toward requiring companies to pay the en-
tire cost has provoked some uneasiness on the part
of management and runs contrary to management's
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preference for contributory financing. There are some
indications that management might reciprocate by
resisting benefit improvements. It is doubtful, how-
ever, whether such attitudes will reverse the broad
movement toward a deeper involverment in health
care, Labor and management will continue to nego-
tlate over health care, and they will spend more
money on benefits. Their common interest is co-
contributors and co-beneficiaries, once their econom-
ic settlements are achieved, will bring them closer
together in perception and in opinion.

Neither labor nor management has concluded that
prepayment has gone as far as it can. Their ability
to pay has been taxed, and their willingness to pay
has been tried, but not exhausted. However, they
hold the instruments used to provide health benefits
in less than complete confidence. A brief but accurate
firsthand sampling of such opinions follows.

One prominent industrialist speaking of the in-
creasing cost of the health benefits provided to the
employees of his company remarked: “We don’t
want to hold back benefits. We know that they will
continue to grow. But we are being ground between
the unions’ demands for more, the bottomless capac-
ity of the health system to absorb more, while insur-
ance plans are indulgent and don’t police enough.”

When union people speak with equal candor, they
say that prepayment plans are negligent in control-
ling abuses, that their members are being disad-
vantaged under indemnity plans, that payers often
do not fare too well in negotiations over service plans,
and that they do not have an adequate voice in in-
fluencing the policy of prepayment plans to get
equity for consumers,

To complete the poll, I have asked many physi-
cians to indicate how much they believe eould be
saved by more diligent controls without impairing
care. The doctors advance varving estimates, which
generally cluster around 25 per cent of the amount
that is now being spent for prepayment plans.

On all sides, there are questions, reservations, and
doubts over whether prepayment will be able to re-
spond to these problems or whether it has lost the
dynamic qualities it displayed when the survival of
hospitals was at stake and the threat of legislation
was imminent.

Organization of a Joint Labor-Management Council
In the past, labor and management generally
limited their attention to the selection of benefits. As
rate increases became more common, their attention
fell first on the more conspicuous issues, although
these were often actually unimportant. Now it is in-
creasingly elear that, if something effective and con-



structive is to be done, attention will have to be re-
directed from the peripheral to the central issues and
that & vehicle will have to be c¢reated to advance the
consumers’ interest much more effectively.

Accordingly, earlier this year a group of prominent
labor and mansgement leaders in New York formed
the New York Labor-Management Council of Health
and Welfare Plans. They were joined by hospital ad-
ministrators and physicians who wanted to partici-
pate. A tripartite agency was thus formed. The coun-
cil, a new venture in labor, management, and
professional co-operation, will study the major issues
in health and welfare plans. Tt will identify and study
problems, attempt to formulate policies around which
agreement can be reached, and press for action.

The utilization of hospitals is obviously of consid-
erable interest to such an agency. The council will
not attempt to add to the considerable research al-
ready done on this subject. However, it is pulling
together all the available studies and will seek to
make its contribution in evaluating and implement-
ing them. The council will undertake a firsthand ex-
amination of some of the devices used to control
utilization. It will, for example, visit utilization com-
mittees and find out what they do, how often they
meet, the standards they apply, and what they ac-
complish, The counecil will probably make public its
assessment of what is being done and advance rec-

LABOR AND MANAGEMENT LOCK AT HOSPITAL USE

ommendations on what further steps should be taken,
including the apparent need for a better definition of,
the use to which the hospital bed should be put in
today’s medical care.

An organization which brings together the pri-
mary parties involved in financing health eare and
which pursues their common problems with vigor,
objectivity, and understanding would help meet a
major deficiency in the voluntary system. That sys-
tem now lacks purchasers who are sufficiently in-
formed and who invest the time to acquire the com-
petence needed in dealing with the problems of medi-
cal economies on a parity with the purveyors of
health care. Inadequate consumer participation is as
grave a weakness as inadequate physician and hospi-
tal participation. There is'some danger that the vol-
untary system may not be able to reconcile, in the
pudblic good, the many opposing and conflicting in-
terests engaging in it. The new organization can help
professionalize the new purchasers of health care,
making them more knowledgeable and more effective
in advancing the consumer interest. The influence of
a well-informed consumer, whose intrinsic interest is
in good care and in good methods of financing, can
only be constructive.
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Discussion

QuesTion: I assume that the 25 per cent savings
that these doctors talk about are on other doctors’
patients. Is that right?

Mg, Porrack: I am as skeptical about the figure
ag you, but I report it aceurately. This is a judgment,
if not a statistie, that expresses the opinions and ob-
servations of physicians who certainly see much of
practice—their own and that of other physicians and
hospitals. It is significant that they believe that so
much waste exists. It could be an acknowledgment
of their own practice.

QuesTion: Dr. Haldeman moved very quickly
over a point in connection with his opinions on home-
care programs, I am not sure exactly what point he
made. I wish he would elaborate on it.

Dr. Harpeman: The assertion is frequently made
that organized home-care programs will cut hospital
costs. I think that is probably true, but the point I
wanted to make is that such programs do not neces-
sarily cut down on the total cost of health care to
the community. I am thoroughly in favor of home
care, just as I am thoroughly in favor of every ele-
ment of progressive patient care, but I don’t think
we ought to try to sell it as a method of saving money.
An organized home-care program might save the hos-
pital some money, but somebody has to pay for the
home-care program. For instanee, the District of
Columbia study found that patients stayed on home
care for a very long period of time. It is frue that
they weren’t on the hospital budget, but they were
certainly on the health-department budget.

Question: Would you feel, doctor, that a sub-
stantial home-care program would really do the job
in the area or in the state or in the nation? It might
have significant impact, total impact eventually, on
the need for additional general-hospital beds, which
in our judgment is perhaps the greatest hope for
home care.

Dr. Harpesman: I would hope that is true. I think
it is a little like one or two other statements of my
early beliefs about what would happen. I think we
need more evidence before we make too positive a
statement on what its impact will be. However, I am
certainly in favor of the development of organized
home-care programs.

QuesTion: Dr. Haldeman; in your discussion of
acceptable hospital beds, you pointed to the dis-
parity in acceptable hospital beds in different regions
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of the country. I wonder whether part of this dispar-
ity might be attributable to the definition of what is
acceptable.

Dr. HarpEMaN: I had an analysis made of the to-
tal number of beds, not taking into consideration
those that are unacceptable. In the country, there
are gbout five-tenths of a bed per thousand which
the state Hill-Burton agencies have said are unaec-
ceptable, but the same disparity still obtains. For in-
stance, Indiana instead of having 2.7 beds has 3.3.
Missouri has 4.4 acceptable beds, but the total ran
over 5 beds. So the disparity exists even when we
compare total number of beds,

QuesrioN: Dr. Haldeman, what was the figure
that you predicted in outpatient department visits
per 1,000? Was it 4857

Dr. Harpemaw: It currently runs in the neighbor-
hood of 485, and it would be in excess of 1,200 visits
per 1,000 population in 1975 if this same increase
continues.

Question: This leads me then to a guestion for
Mzy. Pollack to consider. Do you believe that third-
party payers have a responsibility for paying other
than inpatient costs, such as outpatient services for
surgery and so on?

Mgz. Porrack: Prepayment should be extended in-
to outpatient surgery and other ambulatory services.
These services can combine to become a significant
economic burden whose risk needs to be shared. Fi-
nancing of them through prepayment would provide
better economic support for these segments of care
a8 it has for hospitalization and surgery. There is
every indication that such an extension of prepay-
ment is occurring. In a few years, physicians’ serv-
ices will probably be no less insured than hospital
services are today. However, care outside the hospital
is mueh more difficult to prepay. Greater controls
are needed in insuring segments of care less suscep-
tible to controls.

Question: I wanted to ask a question of Dr. Hal-
deman and perhaps Mr. Pollack also. There have
been two or three court cases recently concerning the
extension of medieal and health benefits as part of
pension and profit-sharing payments. As you know,
under the existing pension and profit-sharing Jaws,
medieal, health, disability benefits, and the like are
considered separately. Now in some test cases the
courts have held that if a eompany wanted to con-



tinue their medical and health disability plans for re-
tirees, this extension would be considered to have
the same tax shelter as do pension and profit-sharing
plans.

Does Dr. Haldeman have any information as to
the possibility that the laws would be so amended?
And Mr. Pollack, would labor and management go
along with that concept of paying the bills after re-
tirement with pensions and profit-sharing benefits?

Dr. HarpeMan: I really can’t answer that ques-
tion. Perhaps Mr. Pollack or somebody else in the
roOm. car,

Mz. Porrack: I have personally negotiated sever-
al arrangements to continue medical benefits after re-
tirement and bave thoroughly explored the issues
with management.

By and large, I don’t think that any substantial
advantages will result from a change in the tax law.
The problem is much deeper. Employers considering
retiree coverage visualize an increasing number of
retirees and dependents for whom they would have
to pay increasingly costly benefits for an indefinite
period. Through Blue Cross plans with community
rating, they pay the same amount for the retired and
unretired, but coverage of the aged contributes ap-
preciably to increased premiums. Under experience-
rated plans, the employers face dirvectly augmented
increases in cost.

Beyond some advanced funding, I do not see any
great advantages in putting the retiree health benefits
under pension plans. Pensions pay dollar benefits; it
would be difficult to provide hospital-service benefits
on an actuarially sound basis. Indemnity benefits,
even if initially satisfactory, are bound fo become
progressively inadequate.

Pension benefits, moreover, are generally propor-
tionate to the length of service with the employer. If
health benefits were similarly prorated, they would
be inadequate for employees retiring with less than a
full term of service. On the other hand, to provide
uniform benefits would unduly burden the last em-
ployer.

A system of financing is needed that ean spread
the cost and accumulate reserves over the worker's
entire career. The answer lies in this direction rather
than in tax incentives.

QuesTion: What are you going to do in the medi-
cal area? Is somebody working on this problem? The
hospital is said to be a device that is going to control
hospital utilization, and this implies that the hospital
can do something about it. I am not sure that other
avenues should not be explored.

Mz. Porrack: We are contemplating the whole
spectrum of health care. The New York Labor-Man-
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agement Council on Health and Welfare Plans is
studying medical fees, medical prepayment, and med-
ical practice. I believe that a composite approach
needs to be taken, which certainly cannot be confined
to the hospital even in controlling hospital utiliza-
tion. If the consumer had greater opportunity to par-
ticipate in planning and policy formulation and great-
er confidence in the mechanisms being used, he might
be able to educate his constituency and support
greater controls through health and welfare plans.

QuusTioN: Mr. Pollack, it is obvious that the
physician is deeply and personally involved in some
of the things you pointed out. How do you plan to
move toward involving the physician as a control-
ling faetor in many of these problems?

Mr. Porrack: Physicians are becoming increas-
ingly concerned with the cost of health care. They
have much at stake and are anxious to avert blame
for increased cost which is descending on the pro-
fession. They are beginning to establish utilization
committees under their own prepayment plans and
to enlist physician participation in controlling utili-
zation.

However, such utilization committees are just
getting started in medical prepayment, and they have
a long way to go before they can function fully with
well-articulated control programs. So far, theyhaven’t
accomplished very much, and utilization continues to
surge ahead. I would assume that such efforts will be
farther developed.

Qurestion: But, in general, the only direct angle
that you see is the hospitals?

CHAIRMAN: Aren’t we confronted here with trying
to develop a force? You ean conceive of applying
force through the hospital structure. But what other
force have you, except government, that can be ap-
plied? If you are talking about home and office care,
what structure is there unless practice is reorganized?
Some people lean rather strongly in that direction.

Mg. Porrack: One of the early efforts of the New
York Labor-Management Council is to study the
United Medical Service (Blue Shield) Plan in New
York. Most of the Plan’s subseribers are enrolled un-
der an admittedly obsolete contract, and the Plan
has been unable to discontinue this contract. The
Plan and its public have not arrived at a satisfactory
solution. The council is establishing a fifteen-man
committee—five appointed by the five county medi-
cal societies, five representing labor, and five repre-
senting management—to study the situation and see
whether a better solution can be developed. If better
answers are devised, efforts will be made to get them
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accepted. This could create a new force that will be
heeded. The council itself is a voluntary, non-govern-
mental agency that could become a force by which
consumers, hospitals, and physicians might agree on
necessary changes and support their adoption, in the
medical as well as in the hospital fleld.

Question: Mr. Pollack, many others today talked
about utilization. I am getting a bit confused about
admission rates under various types. It has been sug-
gested, as many of us at Health Insurance Plan have
concluded, that capitation would produce a reduced
admission rate. I think, with you and Trussell and
others, that the evidence gets rather flabby. I re-
alize this is outside Dr. Roemer’s topic tomorrow,
but maybe he might comment on this in relation to
the Densen study at this time.

Dr. Miuron RoEMER: I can comment very simply
on what the findings in Saskatchewan are, namely
that if prepayment covers home and office care,
utilization is higher rather than lower. Findings have
been turned up in some limited Blue Cross experi-
ments, with outpatient benefits, which indicate that
the net effect has been to increase, rather than de-
crease, the hospital-admission rate. I think the only
explanation is that some unnecessary admissions are
prevented by providing outpatient benefits but that
this result is compensated for by the finding of new
cases that are hospitalized.

Cramrvan: Two publications have reported de-
creases in admission rates. A third study by Densen
concerns a union with self-insured hospitalization
benefits, which uses the Health Insurance Plan and a
panel of physicians on the fee-for-service basis.
Neither this study nor Trussell’s Investigation
showed reduced use for the closed panel group prac-
tice.

These are variations in use which do not confirm
what was originally thought: that closed panel group
practice, prepayment, or coverage of home and office
care would reduce length of hospital stay. That is
somewhat in question now, is it not, Mr. Pollack?

Mgz. Porrack: Yes, I am well aware of these
studies, but they upset only some inadequately ex-
plored statistieal inferences. There is no lack of direct
evidence that people are admitted to hospitals in
order to collect benefits to which they would not
otherwise be entitled. When ambulatory benefits are
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available, such admissions become unnecessary.
However, other factors are also operating that will
reduce utilization under limited plans and increase it
for the more comprehensive programs. As our meas-
ures are refined, they will reveal overutilization as
well as underutilization, but they will probably not
refute well-known and well-observed facts.

QuesTioN: I am interested in some of the possible
effects of the fact that labor and management have
such a grave concern about the use of hospital facili-
cities. You mentioned some 103 million people in-
volved in a labor-management group. Will the influ-
ence or the concern of labor-management be broad
enough to give consideration to persons who are not
involved with labor and management or those who
are on the other side? Perhaps what I am mesning is:
With the selected risks that labor-management repre-
sents, will consideration be given to the needs of those
who are of the less selected risk?

Mg. Poruack: That is a good question. As yet, it
remains unanswered. Companies and unions are con-
cerned foremost with their own constituencies. Some
have insisted that their cost be based on their own
group experience. Others have supported community
rating, which helps insure the less select risks. Among
the measures now supported by labor and manage-
ment that help cover the less select risks, I may men-
tion conversion rights on termination of coverage in
a group, provision for individual enrolment, exten-
sion of insurance for the unemployed and for the
aged.

There is 2 considerable awareness on the part of
labor and management of the need for such provi-
sions, but I don’t know how to quantify the exact
state of its development.

M=z, MiLo Axprrson: I think that when the wel-
fare people and labor and management look to the
hospitals, they are convinced, having looked at the
figures and having had experience in running a few
hospitals, that there is not much to be saved there.
More importantly, they believe that the physician,
as a member of the medical staff, can do and will do
more to police the quantity and quality of physician
services through an organized medical staff than they
are likely to do in a medieal society or a Blue Cross
Board.



Confrolling Hospital Use through Organization

of Medical Services
HERBERT E. KLARMAN, Ph.D.

CrairMAN: There has been much discussion about
whether special forms of organization of medical prac-
tice will affect hospital use. Some research has indi-
cated that the use of hospitals by subseribers to closed
panel group practice prepayment is quite different
from such use by other subscribers receiving hospital
and medical care under more usual patterns of or-
ganization. These studies, clearly showing differences
in use, have not been sufficiently extensive to identify
clearly all factors which have caused the differences.
A variety of hypotheses have been advanced to ex-
plain the differences, but it is evident that additional
resegrch is needed.

Mr. Herbert X. Klarman, who received his doc-
toral degree in economics from Columbia University,
was first involved in investigations in the health field
when he, with other members of the Department of
Economics at Columbia, assumed responsibility for
a hospital survey in New York State during the late
1940°s.

Mr. Klarman, fellowing the New York survey,
joined the staff of the Hospital Council of Greater
New York, the hospital planning agency for that eity.
For more than ten years, he has been concerned with
the collection of data necessary for hospital planning
in that city, which contains within its borders so sub-
stantial a portion of the population and the hospital
beds in this country.

Mr. Klarman has, within the year, joined the
faculty of the School of Public Health of Johns Hop-
kins University. He will present the first of four pa-
pers examining possibilities for the control of hospital
use. Mr. Klarman will discuss this subject from the
standpoint of the organization of medical services.

A generation ago students of medical care were
sure that the American people were not getting
enough hospital care. Today the concern is that hos-
pital use in this country may be excessive. Whether
this difference marks merely a change in attitudes® ?

1Qsler L. Peterson, “*Quantity and Quality of Medical

Care and Health” (Paper delivered hefore Ameriean Sociologi-
cal Association, Washington, D.C., August 29, 1962), p. 1.

2 Gordon Iorsyth and Robert I, 1. Logan, The Demand for
Medical Care (London, 1960}, p. 20.

or a change in the real conditions of hospital use® is

“unknown. Yet it is surely characteristic of the present

that we all search for means to limit the use of hos-
pitals, which have become so costly,

The question is whether ways have been found to
reduce hospital use without impairing the public’s
health. One suggestion frequently encountered is that
the low rate of hospital use reported by various pre-
paid group practice plans be extended to more people.
Specifically, this paper examines the literature on the
subject of prepaid group practice in relation to hos-
pital use, reviews the findings of several studies, and
appraises alternative explanations for the apparent
differences in hospital use among populations.

It will help our understanding to view the matter
chronologically. Approximately five time intervals
may be discerned.

The Data

The 1840’s.—Substantial data on the use of hos-
pitals by persons with health insurance first appeared
in the 1940’s. Initially the insured population had a
higher admission rate than the population as a whole
{Table 1). Later a reversal occurred (attributable, in
part, to the expansion of military hospitals). In the
late 19405 it required ingenious reasoning to reconcile
available data with the common-sense expectation
that, in a population of given age and sex character-
istics, the insured probably had the higher admission
rate.?

1950.—~The President’s Commission on the Health
Needs of the Nation compiled a great deal of material,
including data on hospital use. The commission re-
marked about the shorter duration of hospital stay
by insured persons, especially members of prepaid
group praectice plans. It said nothing about the ad-
mission rates of the latter plans, which were also low
(Table 2). Instead, it remarked on the closeness of
the admission rates of the Blue Cross plans and the
population as a whole?®

3 Josephine J. Willizms, Ray E. Trussell, and Jack Elinson,

Family Medical Care under Three Types of Health Insurance
(New York, 1962), pp. 148-49.

+ Herbert E. Klarman, “Economic Aspects of Hospital
Care,”" Journal of Business, XXIV (January, 1951), 12.

5§ President’s Commission on the Health Needs of the Na-
tion, Building America’s Health (Washington, 1952), I1, 230.
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1951-67 —During this period the Health Informa-
tion Foundstion (HIF), jointly with the National
Opinion Research Center (NORC), conducted the
first, of their household surveys that inquired into the
use of medical services and expenditures for medical
care in the presence of health insurance. With respect
to hospital use, the survey found a much higher ad-
mission rate for the insured than for the uninsured.

TABLE 1

RATES OF HosSPITAL USE FOr PERSONS IN BLUE CROSS
PLANS AND FOR U.S. POPULATION, 1940-46*

Average Patient
Year and Population Admissions Length of Pays per
per 1,000 Stay 1,000
(Days) ’
1940:
Blue Cross 105 8.1 910
U.8. population 74 13.7 1,019
1941:
Blue Cross 107 7.6 310
U.8. population 85 13.4 1,133
1042:
Blue Cross 108 7.8 830
U.S. populationf 91 13.3 1,216
1943:
- Blue Cross 106 7.6 802
U.S. populationf 112 13.9 1,556
1944:
Blue Cross 103 7.3 749
U.8. populationt 118 14.3 1,696
1945:
Blue Cross 107 8.1 862
U.S. populationt 120 16.5 1,987
19463
Blue Cross 111 8.3 923
U.8. population 106 13.4 1,412

* Soureea: For Blue Cross Plana: Louis 5. Reed, Blue Cross and Medical
Service Plans (Weshington, D.C., 1947). For U.5. population: 1.8, De-
’1’35%?“’“2%; Health, Education, and Weliare, Trends (Washington, D.C,,

r P25,

¥ Military hoapitals are included.

Although there was some offset in the behavior of
average duration of the patient’s stay, the net result
was that the insured used 30 per ecent more hospital
days than did the uninsured (Table 3, Study No. 1).
A study under the same sponsorship confirmed the
findings for insured persons in a northern city (Table
3, Study No. 2).

A household survey in New York City under the
auspices of the Health Insurance Plan of Greater
New York (HIP) yielded different results, however.
This time the uninsured were reported to have both
a higher admission rate and a longer duration of stay
than the insured. The rates for subscribers to HIP (a
prepaid group practice plan that provides compre-
hensive physicians’ services outside. and inside the
hospital, does not charge for services, and pays its
physicians out of capitation) were intermediate be-
tween the insured and the uninsured populations of
the city as a whole (Table 3, Study No, 3).
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A study in Windsor, Ontario, reported higher hos-
pital use than in the United States, but the relation-
ships between insured and uninsured in the two coun-
tries were in the same direction (Table 3, Study No.
4). Finally, a study by HIF-NORC in 1958 repeated
the findings of the 1953 study; this time the differ-
ences between insured and uninsured were smaller
{Table 3, Study No. 5).

1957-61,—The findings of the HIP study for the
population of New York City were obviously unreli-
able, since they fell considerably below the hospital-
use figures reported by the city’s hospitals (the admis-
sion rates were 74 and 105 per 1,000, respectively,
after appropriate adjustments).? Although HIP was
barred by law from providing insurance for hospital
care, the organization was interested in pursuing re-
search on the volume of hospital services used by
its subscribers. Having found the household-survey
method unsatisfactory, it proceeded to employ a
more foolproof method, one not subject to sampling
variations and the bias of non-response. The proce-
dure was to compare the hospitalization records of

TABLE 2

RATES OF HoSPITAL USE, GROUP PRACTICE PLANS,
Brue Cross PLANS, AND U.S. POPULATION, 1950*

Average Patient
Prepayment Plan or Admissions! Length of Days per
Population Group per 1,000 Stay 132193
(Days} '
Permanente (Kaiser) Health

Plan 104 6.6 685
Group Health Association,

Washington, D.C. 89 6.4 568
Group Health Cooperative,

Seattle, Washington 80 6.2 500
Labor Health Institute, St.

Louis, Missouri 70 7.0 490
Blue Cross Plans 122 7.4 838
U.B. population 110 10.6 1,163
Blue Cross Plan, Washing-

ton, D.C. 120 6.1 735

* Sources: For Group Health Associntion and Blue Cross Plan, Wash-
ington, D.C.: Agnes W. Brewster, 'Group Heslth Association’s Use of
Community Hospitals,” in Proceedings, Tenth Annual Group Heolth Tnati-
tute of the Group Health Assosigtion of America (Chicago, 1960), p. 119,
For U.S. population: U.8. Department of Health, Education, and Welfare,
Trends (Washington, D.C., 1962), p. 28, For all others: President's Coro-
mission on the Health Needs of the Nation, Building America's Health
(Washington, D.C., 1952), I, 278.

two groups: one consisting of HIP members and the
other of a matched group of persons with the same
type of hospital-care insurance but with a different
form of medical-care insurance.
In the first study (Table 4, Study No. 1), Blue
Cross members of HIP were compared with Blue
s Committee for the Special Research Project in the Health

Insurance Plan of Greater New York, Health and Medical Care
in New York City (Cambridge, Massachusetts, 1957), p. 147.



TABLE 3

RATES OF HOSPITAL USE BY INSURED AND UNINSURED POPULATION, AS REVEALED
BY F'IVE HOUSEHOLD SURVEYS, 1951~58

Yuar
P P ADMISSION LAVEMGE PATIENT 8 g
prews e | | Eemor | pin, | Soem | S
1,600 (Davs) 1,000 Data Study
Gathered Published
1.* U.8,, all persons 120 7.4 900 HIF Anderson 1953 1956 (1954)
U.S., insured 140 7.0 1,000
U.8., uninsured 90 8.3 700
2.% Blrm.mgha.m, Blue Cross and
Blue Shield 120 6.3% 750 HIF Anderson 1933 1957
Boston, Blue Cross and Blue
Shield 140 8.31 1,160
Aetna (Boston) 130 7.81 1,020
3.§ New York City, all persons 67 11.6 780t HIP Committee 1951 1957
New York City, insured 62 8.6 5401
New York City, uninsured 75 14.0 1,050%
Health Insurance Plan 74 10.6 7807
4.} Windsor Medical Service 156 8.6 1,505 University of Darsky 1954 1958
‘Windsor, other insured 192 8.6 1,650 Michigan
‘Windsor, uninsured 65 11.7¢ 762
5.4 U.8,, all persons 120 7.7 940 HIF Anderson 1958 1963
U.8., insured 130 7.3 950
T.S., uninsured 100 8.7 910

# Odin W. Anderson and Jacob J, Feldman, Family Medical Costa and Voluntary Health Insuronce: A Nationwide Survey (New York, 1856}, pp. 180, 183,
187, These data were first made available in 1954,

1 Odin W. Anderson, Volunlary Health Insuranee in Tweo Cities (Cambridge, Massachusetts, 1857), pp. 22-28.
t Calculated by the present writer.

§ Committee for Research in the Heslth Insurance Plan of Greater New York, Health and Medical Cars tn New York Cily (Cambridge, Massachusetts,
1857}, pp. 147, 149, 160, 163.

] Bss Smmn . Da;sky, Natban Sinai, and Solomon J. Axelrod, Comprekensive Medical Services under Voluniary Health Insurance (Cambridge, Massachu-
setts, 1958), pp.

# Health Information Foundation, unpublished data from ''1958 Nationwide Survey"” (mimeographed), Tables E-IV-b, E-IV-b3, E-IV-b4.

TABLE 4

RATES oF HOSPITAL USE BY INSURED POPULATIONS, A3 REVEALED BY
S1x STUDIES OF MATCHED POPULATIONS, 1955-58

Admission Average Patient
Prepayment Plan ‘Rnt N Length of Tays pet Sponsor Year of s £ Data
or Population Group 1 go%e Stay Iyong of Study Data ouree ot La
! {Days) ’
1.* HIP-Blue Cross 77 7.6 588 HIP 1955 Blue Cross
Blue Shield—Blue Cross 96 7.2 688
2.1 HIP-Blue Cross 637 6.5% 4101 HIF 1957 Household survey
Group Health Insurance-Blue Cross 1101 8.01 8701
3.§ HIP-Blue Cross 70 10.4 744 HIP 1957 Blue Cross
Group Health Insurance-Blue Cross 88 10.8 955
4.| Kaiser Foundation 904 6.3% 570# Steelworkers 1958 Insurance plans
Blue Cross—Blue Shield 135 7.6 1,032
Commercial insurance 150 7.8 1,167
5.¥* HIP-District 65 641 8.3% 5351 HIP 1958 District 65
District 65 641 8.41 5341
6.1t New J ersef' Blue Cross—Blue Shield 76 7.61% 580 Columbia 1958 Household survey
General Electric major medical 71 8.6711 610 University
Kaiser Foundation 79 7.711 610

* Paul M, Densen, Eve Balamuth, and Sam Shapire, Prepaid Medical Care and Hospital Utilization (Chicaga, 1958), p. 34.

+ Odin 'W. Anderson and Paul B, Sheatsley, Comprekenaize Medical Insurance (*Health Information Foundation Research Series,” 9 [New York, 1839}, p. 36.
1 Adjusted for age and sex compesition.

§ Paul M. Densen, Ellen W, Jones, Eve Balnmuth and Sam Shapiro, ' Prepaid Medical Care and Floapital Ut:hznhon in a Dual Choice Situation,” American
Journal of Public Health L (Nevewmber, 1960), 1

|| I. 8. Falk and Joseph Senturia, Medical Care Proaram for Steclworkers and Their Familtes (Pittsburgh, 1960}, p. 8§9.
# Excluding group with lerge proportion of retirees.

®* Payl M, Densen, Sam Shapire, Ellen W, Jones, and Trving Baldinger, “Prepmd Medical Care and Hospital Utilization: Comparisen of s Group Practice
and & Self-insurance Sntuuuon," Hospitals, XXXV (November 18, 1962), 6

1t Josephine J. Williama, Ray E. Frussell, and Jack Elinson, Family Mechcal Care under Three Types of Health Insurance {New York, 1962), p. 152.
41 Calculated by the present writer.
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Cross members of Blue Shield (whose medical-care
insurance was limited to the hospital). In the second
study (Table 4, Study No. 3), Blue Cross members
of HIP were compared with Blue Cross members of
Group Health Insurance (GHI). (Members of GHI
are insured for medical care outside the hospital, as
well as inside. Services are performed by solo practi-
tioners who are paid fee for service, as under Blue
Shield.)

During this period HIF and NORC conducted &
household survey of members of three trade unions
in New York City who subseribed to HIP and GHI
under conditions of dual choice (Table 4, Study No,
2). Falk conducted a survey of hospital use by steel-
workers who were insured in different parts of the
country by Blue Cross-Blue Shield, commercial in-
surance, and the Kaiser Foundation Health Plan
(Table 4, Study No. 4).

All four surveys had one finding in common: sub-
seribers to prepaid group practice plans consistently
showed the lowest hospital use, owing chiefly to dif-
ferences in the admission rate. The difference in hos-
pital use between HIP and other insured populations
has sometimes been expressed as a saving of 20 per
cent.” #

1962 —In January, 1962, HIP completed its third
study, which compared hospital use by two groups
of members of District 65 of the Retail, Wholesale,
and Department Store Union (Table 4, Study No. 5).
One group had medical-care insurance with HIP and
the other had it with the union’s self-insured fund.
This fund pays solo physicians at fee for service. All
members of the union are covered by the self-insured
fund for hospital care. Unlike its two predecessors,
this study found no difference in hospital use between
the members of HIP and the other insured group.

In November, 1962, Columbia University pub-
lished its study in which hospital use, among other
things, was compared for three union groups in sev-
eral parts of the country with different forms of com-
prehensive health insurance (Table 4, Study No. 6).
Again, no significant difference in hospital use was
found.

Proposed Explanations

Before discussion the two 1962 studies, let us try
to recapture the state of opinion that prevailed before
their appearance. As of the end of 1961, there seemed
to be little doubt that subscribers to prepaid group

7 Donald B. Straus, “Statement on Hospital Costs” (Pre-

pared for Conference on Cost and Quality of Hospital Care in
Greater New York, April 4, 1961), p. 1.

8 Anne Ramsey Somers, “Comprehensive Prepayment
Plans as a Mechanism for Meeting Health Needs,” The An-
wals, COCXXXVIT (September, 1961}, 83,
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practice plans experienced lower hospital use than
other insured populations. The question was: How
did this difference come about?

It should first be noted that the reports on the
HIP studies were written with care and made no
claims that group practice was a superior organization
for rendering medical service. Densen and associates
considered a number of possible explanations for their
findings and reached no firm conclusions.

Range of insurance benefits.—The first study seemed
to support the common-sense expectation that hos-
pital use would be higher when health insurance bene-
fits were limited to care in the hospital. Not only did
the findings show a difference in hospital use between
HIP and Blue Shield, but, within the Blue Shield
group, patients with both surgical and medical eov-
erage in the hospital had a higher admission rate for
non-surgical conditions than patients whose Blue
Shield coverage was limited to surgical benefits.? The
second study seemed to rule out the extent of medi-
cal-care coverage as the responsible factor!® The
findings of the study of HIP and GHI conducted
independently by the Health Information Founda-
tion supported this conclusion. The HIF study was
also interpreted to indieate that the mechanism of
dual choice was not a factor in hospital use.

Services for ambulatory patienis.—Availability of
services for ambulatory patients was mentioned in
each of the two HIP reports, but emphases differed.
In the first report the emphasis was on the absence
of financial pressures to hospitalize HIP subscribers
for diagnostic services when medical services outside
the hospital were insured.! In the second report the
emphasis was on the availability of facilities and con-
sultation in the group medical center, which reduced
the need to hospitalize patients for diagnostic pur-
poses.!?

Access to hospital beds.—In both studies the ques-
tion of access to hospital beds was considered. Tach
time, a reason was given for discounting the impor-
tance of this factor, as I will explain later.

Possible failure to diagnose or ireat illness.—Both
studies raised the question whether low hospital use
may not signify a failure to diagnose or treat medical

# Paul M. Densgen, Eve Balamuth, and Sam Shapiro, Pre-

paid Medical Care and Hospital Utilization (Chicago, 1958),
p- 32

12 Paul M. Densen, Ellen W. Jones, Eve Balamuth, and
Sam Shapiro, ‘‘Prepaid Medical Care and Hospital Utilization
in a Dual Choice Situation,” American Journal of Public
Health, L (November, 1960), 1720.

w Ibid., pp. 1721-22,
2 Densen, Balamuth, and Shapiro, loe. cit.
13 Densen, Jones, Balamuth, and Shapiro, op. cit., p. 1724.



conditions when they existed.'* ® Admittedly, this
possibility could not be ruled out in the absence of
evidence on the health status of patients. However,
Densen and associates thought that failure to diag-
nose or treat such a variety of conditions was difficult
to believe.® The low rate of tonsillectorny operations
in HIP was cited as an example of conservative medi-
cal philosophy and practice, which prevailed when
there were no financial incentives to the contrary.’”

Method of paying physicians—In the second study,
though not explicitly in the first, there was specula-
tion that the method of paying physicians may con-
tribute to the observed difference in hospital use.?® It
may be that physicians who are paid fee for service
are more likely to hospitalize patients than physicians
paid a salary by the medical group out of capitation
payments received from HIP.

Comments on Proposed Ezplanations

Range of tnsurance benefits.—It would seem almost
self-evident that medical-care benefits outside the
hsopital would tend to reduce hospital use. Although
the evidence on hospital use by steelworkers following
the expansion of their outpatient benefits does not
support this conclusion, neither does the evidence
contradict the conclusion.!® In any case, it is reason-
able to suppose that the differential effect of medical-
care insurance on hospital use would be lessened if
hospital admissions for diagnostic purposes ere con-

trolled by other means. In New York City the Asso-
" ciated Hospital Service has long exercised careful
scrutiny over claims that may possibly represent
diagnostic admissions. In their concern for the finan-
¢ial position of Blue Cross, the hospitals have co-
operated. These facts are consistent with the finding
that the difference in admission rates between HIP
and Blue Shield is somewhat greater than the differ-
ence hetween HIP and GHI—17 per cent versus 12
per cent, after adjustment.®

Services for ambulatory patients.—FProvision of med-
ical services to ambulatory patients has received a
great deal of attention. In his study of the steelwork-
ers, Falk pointed to the presence of large and well-
equipped clinies at the Kaiser Foundation Health

H Thid.

15 Densen, Balamuth, and Shapire, op. cif., p. 33.

1 Densen, Jones, Balamuth, and Shapiro, op. ¢il., p. 1724
17 Densen, Balamuth, and Shapiro, ep. ¢it., p. 33.

18 Depsen, Jones, Balamuth, and Shapiro, op. cil., p. 1723.

13 William H. Ford, Hospital Service Association of Western
Pennsylvania, letter of October 26, 1962.

20 Paul M. Densen, Sam Shapiro, Ellen W. Jones, and Irving
Baldinger, “Prepaid Medical Care and Hospital Utilization,”
Hospitals, XXXVI (November 16, 1962), 68.
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Plan, which reduced the need to send patients to the
hospital.2t Roemer and Shain observed that the solo
practitioner is unable to perform all necessary services
in his office. By admitting a patient to the hospital,
he can sometimes obtain help without losing the
patient;* in group practice such help can be obtained
without hospitalization.

Roemer has, however, challenged the view that
provision of prepaid preventive services to ambula-
tory patients will reduce hospital use. He expects
increased contacts between patients and physicians
to lead to the detection and treatment of more dis-
ease.”® For some of these conditions, hospitalization
will be needed.

Access to hospital beds.—Several students have re-
ferred to the lack of hospital staff privileges for some
HIP physicians.2* * In the first HIP study, Densen
and associates argued that, if lack of access to hos-
pital beds were a factor in lower hospital use, it would
be reflected in uniform, across-the-board differences
in admission rates for the several diagnostic cate-
gories, not in varying differences.” In the second pa-
per, the authors introduced data showing that a high-
er proportion of general practitioners in HIP than in
the city as a whole had hospital staff appointments.*?
Subsequently Shapiro stated that travel distance was
probably not a factor in producing the observed dif-
ferences.”

Upon reflection, it appears that the first argument
establishes too severe a criterion of proof. As for the
second argument, data pertaining to specialists would
probably be more relevant. It is public knowledge
that some well-qualified specialists with HIP medical
groups lack hospital staff appointments.® Perhaps
most relevant would be data on hospital use by pa-
tients of the several HIP medical groups inrelation

217, 8, Falk and Joseph Senturia, Medical Care Program for
Steelworkers and Their Fumilies (Pittsburgh, 1960), p. 93.

5

22 Milton I. oemer and Max Shain, Hospital Utilizalion
under Insurance (Chicago, 1959), pp. 29-30.

23 Milton I. Roemer, *“The Tnfluence of Prepaid Physicians’
Service on Hospital Utilization,” Hospilals (October 16, 1958
[reprint]), pp. 48-52.

24 Ihid.

2 Odin W. Anderson and Paul B. Sheatsley, Comprehensive
Medical Insurance {“Health Information Foundation Research
Series,” 9 [New York, 1959]}, p. 60.

26 Densen, Balamuth, and Shapiro, op. ¢iL., p. 33.

27 Densen, Jones, Balamuth, and Shapire, op. cit., p. 1723.

28 8am Shapiro, in U.S. Public Health Service, Research in
Hospilal Use: Progress and Problems (Washington, 1962
{draft], p. 26.

2 Tdward T, Chase, “The Politics of Medicine,” Harper's,
{October, 1960 [special supplement]), p. 126.
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to the known opportunities of their physicians to
admit them to a hospital.

The data on the steelworkers show similar dlﬁc“er-
ences between sucribers to the Kaiser Foundation
Health Plan and members of other insurance plans.
The Kaiser Health Plan hag its own hospitals, ruling
out physicians’ staff appointments as a factor. How-
ever, the ratio of beds in the system per 1,600 popula-
tion is low, The hospitals operate &t a high rate of
occupancy for their size class,® and sometimes the
admission of non-subscriber patients may compete
with the admission of subscribers.

Possible failure to diognose or treat tllness~The
ultimate criterion of the quality of eare is the health
of the patient. In the HIP reports, the position taken
on the implications of low hospital use is essentially
agnostic™ 32 gnd further research is recommended.
Attention should, however, be invited to the com-
panion HIP studies on perinatal mortality, which in-
dicate that at least one group of HIP subscribers
receives care of good quality.®® More recently, report-
ing on the qualifications of surgeons, Trussell and
van Dyke have shown that a high proportion of op-
erations on HYP subseribers is performed by certified
diplomates (84 per cent) and by other full-time
specialists (11 per cent).’* These figures are much
higher than for any of the other insurance plans
studied.

As previously noted, the HIP studies show lower
rates for tonsillectomy under prepaid group practice.
The incidence of tonsillectomy in this eountry has
been declining, but it is still twice as high as in Eng-
land.?® Roemer associates the difference between the
rates reported by prepaid group practice plans and
other insurance plans with the absence or presence of
fee-for-service payments to physicians.®® The desira-
bility of the operation on medical grounds has been
guestioned by many,*” ** % and a low rate is re-

3 Kaiser Foundation, ‘“‘Annual Raport on Hospital Utiliza-

tion Statistica for 1961, Northern California Region.” Un-
published data from Arthur Weissman.

31 Densen, Jones, Balamuth, and Shapiroe, op. ¢it., p. 1724.

% Dengen, Balamuth, and Shapiro, op. cit., p. 33.

3 Sam Shapiro, Harold Jacobziner, Paul M. Densen, and
Louls Weiner, “Further Observations on Prematurity and
Perinatal Mortality in a General Population and in the Popu-
lation of a Prepaid Group Practice Medieal Care Plan (paper

read before the American Public Heealth Association, October
20, 1959).

¥ Ray E. Trussell and Frank van Dyke, Prepayment for
Medical Care and Dental Care in New York State (Albany, New
York, 1962), p. 200.

3 Peterson, op. cil., p. 8.

3 Roemer, loe. eil.

37 Peterson, op. cil., p. 8.

32 Forgyth and Logan, op. cit., p. 68.
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garded as the outcome of conservative medicsl prac-
tice. From a later study it appears that the out-of-
pocket cost to the patient cannot account for the
observed difference in tonsillectomies between pre-
paid group practice and other forms of comprehensive
medical insurance.

Method of paying physicians.—Roemer directed his
criticism of the first HIP report mainly at its failure
to deal with the method of paying physicians.’! After
analyzing hospital-use data for the province of Sas-
katchewan, he concluded that, in the absence of
group practice, the {ee-for-service method of paying
physicians results in a higher use of hospitals than the
salaried or capitation form of paying physicians. He
added that this is especially true in surgery. Roemer
has also noted that in Europe, where hospital doctors
receive a salary, there is no need for hospital tissue
committees fto inquire into unnecessary surgery.s
There are, nevertheless, reports of patients in hos-
pitals in England who do not belong there for medical
reasons. ¥

Other Possible Explanations and Comments

Control by physician.—Other observers have simi-
larly pointed to the important role played by the
physician. Brewster has noted the controls over hos-
pital admission exercised by the physicians of the
Group Health Association.** In the group practice
setting, it has been said, the doctor, not the patient,
controls the use of hospitals.* The specialty status of
physicians has also been cited as a possible explana-
tory factor for differences in hospital use.* It is not
clear, however, whether the crucial person is the
specialist or the general practitioner.

Central role for spectalist—In a comparison of med-
ical care in three countries, Peterson expresses ap-
proval of the control over hospital use exercised in
England and Sweden by full-time specialists. Admis-
sion to the hospital should be selective, and the act
of selection is best performed by a physician who is
not biased by the possibility of earning a fee, In

3 Leslie Falk, “Handbook for Group Health Association of
America” (typewritten draft), p. 17.

4 Williams, Trussell, and Elinson, op. cit., p. 155.

# Roemer, loc. cil.

# Milton L Roemer, “On Paying the Doctor and the Impli-
cations of Different Methods,” Journal of Health and Human
Behavior, 11T (Spring, 1962), 4-13.

+ Forayth and Logan, op. cil., p. 83.

# Agnes W. Brewster, “Group Health Association’'s Use
of Community Hospitals,” Proceedings, Tenth Annual Group
Health Imstitute of the Group Health Associalion of America
(Chicago, 1960), pp. 117-21.

% Straus, op. cil., p. 3.

#7.S. Public Health Service, Research in Hospilal Use:
Progress and Problems (Washington, 1962 [draft]), p. 25.



Sweden the hospital-admission rate is the same as in
the United States and the duration of stay is longer,
but this is offset by a lower use of physicians’ services.
More important, econtrol of the nursing unit by one
person permits a high rate of hospital occupancy and
a low ratio of personnel to patients (40 per cent below
the rate in the United States), thereby reducing the
cost of hospital care.#

Central role for general practitioner—In an English
study, Forsyth and Logan state that it is the general
practitioner who determines the case load of hos-
pitals. It is possible to do with fewer hospital beds
if the general practitioner, who is supposed to be the
cardinal figure in the National Health Service, is will-
ing to provide home care. To fulfil this goal, the gen-
eral practitioner cannot remain outside the hospital
but must be brought inte it.8 However, it is not clear
what steps to take in order to bring down hospital
use to the ratio of 2.3-2.5 beds per 1,000 population.
Forsyth and Logan were unable to find any discerni-
ble relationship between the volume of hospital use
by a general practitioner’s list and certain variables,
such as the size of his list, location of his practice,
frequency and cost of prescribing, or use of hospital
laboratory and X-ray diagnostic services.®?

Duration of patient sloy.—Because the average
durations of patient stay reported in the HIP studies
were close, they escaped adequate notice. In fact, an
equal average stay for two insured populations is
likely to signify a difference in stay (shorter for HIP)
for patients in a given diagnostic catégory, since one
of the plans (Blue Shield or GHI) admits to the hos-
pital relatively larger numbers of patients in the
short-stay diagnostie categories than does the other
plan.5

The question arises why HIP patients should have
shorter hospital stays. One factor may be their greater
use of proprietary hospitals® which have shorter
stays for almost every diagnostic category.® Another
possibility is that HIP patients may be discharged
earlier because they have had a complete work-up in
the group center prior to hospital admission. If so,
the preoperative stay of surgical patients would be
shorter for HIP than for the other groups, while the
postoperative stays would be egual. At this time we
have no data concerning these questions.

17 Peterson, op. ¢il., pp. 6, 7, 9, 10.

8 Forsyth and Logan, ep. cit., pp. 25, 89, 104, 107-8.
# Ibid., pp. 90-91. )

% Densen, Belamuth, and Shapire, op. cit., p. 28.

8 Trussell and van Dyke, loc. il

8 Ray I. Trussell and Frank van Dyke, Prepayment for
Hospital Care in New York State (Albany, New York, 1960),
p. 226.
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The closer look at length of stay has yielded an
extra dividend. The hospital-use rates reported for
the matched groups may be valid, but they need not
be representative of the larger populations from which
they are drawn. Based on data developed for the
Hospital Council’s study of hospital care in New
York City,5® the estimates of hospifal use by all HIP
and Blue Shield subseribers to Blue Cross exceed the
figures reported in the first HIP study for the matched
samples, as follows: admission rate, 5 per cent; length
of stay, 25 per cent; and patient days, 33 per cent.

Summary.—It seems that in the period 1958-61
the proposition gained increasing acceptance that
prepaid group practice plans had lower hospital use
than other insurance plans. (The Rockefeller Panel
Report endorsed prepaid group practice, giving among
other reasons the incentive t0 minimize hospital ad-
missions.®) Whether the difference was associated
with differences in accessibility of hospital beds was
a moot question. Range of medical-care benefits
seems 10 have been ruled out as a factor. However,
it was not known whether the important factor was
the organization of the medical group and the opera-
tion of group practice facilities or the salaried form
of payment for physicians. In either case, there was
a question of possible failure to diagnose and treat
existing illness.

Two Recent Reports

The two studies that appeared in 1962 occasioned
surprise, for they raised anew guestions that had ap-
parently been settled concerning the differential ef-
fect of prepaid group practice on hospital use.

The third HIP Study.—In January, 1962, the third
HIP study appeared. This compared two groups in
a labor union, one of them receiving physicians’ serv-
ices from HIP and the other from solo practitioners
paid fee for service. For hospital care, both groups
are covered by the union’s self-insurance fund. The
study found that the two groups had identical ad-
mission rates, durations of stay, and, therefore, hos-
pital days.

It will be recalled that, in the first HIP study, the
two matehed groups differed in the extent of insur-
ance for physicians’ services, in the form of organiza-
tion under which they received such services, and in
the method of paying physicians. In the second study,
the range of physician benefits was the same, but the

3 Herbert . Klarman, Hespital Care in New York City
(New York, 1963), pp. 37, 133, 420, 422.

8 Rockefeller Panel Reports, Prospects for America (New
Yorl, 1961), p. 314.
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other two differences continued. A new element in
this study was dual echoice—the opportunity afforded
to subscribers periodically to transfer from one in-
surance plan to another. In the third study, the two
differences and dual choice persisted. The new ele-
ment, which is offered by Densen and associates as
the chief explanatory factor, is self-insurance for hos-
pital care, coupled with an active union program of
expenditures control and education of members.5

One finding of the third study is that HIP had the
higher proportion of non-white members. The mean-
ing of this fact could not be interpreted.® In light of
a recent report that in New York City non-whites use
more hospital care than the rest of the population,s”
the rate of hospital use by white members of HIP may
be slightly lower than for their counterparts in the
self-insured fund.

trie plan. The difference for children is most likely a
result of differences in admission rates for tonsillec-
tomy. The difference for adults may possibly reflect
the deterrent effect of 2 deductible provision.®

This study’s findings on hospital use are said to be
similar to those that would obtain if the hospitaliza-
tion rates of the National Health Survey were applied
to the age and sex composition of the populations
studied.®® This conelusion is valid for hospital admis-
sions but not for hospital days. When the hospitaliza-
tion rates of the National Health Survey®™ are applied
to the populations studied, the calculated admission
rate is 76 per 1,000, compared with 72 per 1,000 in
the study. The difference is not statistically signifi-
cant. For hospital days, however, the ealculated rate
is 767 per 1,000, compared with 610 per 1,000 in the
study, and this difference is significant.

TABLE 5

RaATEs oF HosPITAL USE FOR GROUP PRACTICE PLANS, BLUE CROSS Praxs,
AND U.5, POPULATION, 1960-61

Average .
v r ¢ Pl Population G Admissions| Length of Dl’n.tzent
ear repaymen an or Population Group per 1,000 Stay ays per
1,000
(Days)
1960* Kaiser Health Plan 97 6.2 601
1961t Group Health Association, Washington, D.C. 89 7.8 652
1960% Group Health Cooperative, Seattle, Washington 92 3.9 544
1961-62§ Labor Health Institute, St. Louis, Missourt 103 7.1 730
1960} Blue Cross Plans, U.8. 139 7.6 1,060
19604 U.S. population 136 9.3 1,265

* Letter from Arthur Weissman, November 5, 1962,

¥ Group Henlth Association, QHFA News, XXV (March, 1962}, 15.

1 Group Health Caoperative of Puget Sound, 1960 Annual Report (Seattle, Wash., 1961), Table 33 (calculated).
§ St. Louis Labor Health Institute, 1962 Annual Report {St. Louis, XMo., 1962}, pp. 17, 9.

I Blue Cross Association, Statistical Bulletin, 4R (May 9, 1962); amended by 4D (May 21, 1962),

# U.5. Department of Health, Education, and Welfare, Trends (Whashington, In.G., 1962}, p. 20.

The Columbia University Study—The study by
Columbia University published in November, 1962,
found almost identical hospital use among machinists
and similar union members who subscribe to three
comprehensive health-insurance plans in several parts
of the country with well-known regional differences
in patterns of hospitalization. The plans involved are
Blue Cross—Blue Shield of New Jersey, the General
Electric Company major-medical plan in two sections
of the country (three cities), and the Kaiser Founda-
tion Health Plan in California.

Some differences in hospital use were found by age
groups. Lower use by children in the Kaiser Plan is
" balanced by lower use by adults in the General Elec-
% Densen, Shapiro, Jones, and Baldinger, op. cit., p. 63.

5 Ibid., p. 68.

¥ Herbert 1. Klarman, “Characteristics of Patients in
Bhort-Term Hospitals in New York City,"” Journal of Health
and Human Behavior, 111 (Spring, 1962), 49.
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In order to reconcile hospital-use data from a
household survey with data compiled from hospital
records, at least two adjustments are required. One
adjusts for a tendency by households to underreport
hospital use. The other adjusts for the exclusion of
persons who died during the survey year, some of
whom used hospital care. The combined adjustment
factor is estimated, on the basis of National Health
Swrvey studies, at approximately 20 per cent, both
for admissions and for hospital days.®t 5 In this light,

53 Williams, Trussell, and Elinson, op. sil., pp. 154, 157.
¥ Ibid., p. 181.

0 U.8. National Health Survey, Health Statistics: Hospitali-
zation, Patients Discharged from Short-Stay Hospitals, United
States, July 1957-June 1958 (Series B-7; Washington, 1958),
b, 32, o

® 1.5, National Henlth Survey, Health Statisties: Reporting
of Hospitalization tn the Health Inierview Survey (Series D-
No. 4; Washington, D.C., 1961), p. 8.

¢2 .S, National Health Survey, Health Statistics: Hospital
Utilization in the Last Year of Life (Series D-No. 3; Washing-
ton, D.C.,, 1961), p. 26.



the findings of the third HIP study, which do not
require any adjustment for these reasons, are very
low indeed.

Other prepaid group practice plans have continued
to report low hospital use (Table 5). This is frue
whether a plan owns its hospitals or buys care for its
members from community hospitals. A declining
trend was reported for one plan, where stringent ef-
forts have been exerted to eontrol hospital use.® This
is consistent with the chief explanation proposed in
the third HIP study. Self-insurance, which was for-
merly advocated as a source of savings in administra-
tive and other retention costs of insurance,’* may
now be seen as a restraining influence on hospital use.

Summary

HIP and similar prepaid group practice plans have
reported low hospital use by their members. Use of
‘hospitals by HIP is found to be lower than that by
Blue Shield or by the Group Health Insurance plan.
It is not lower, however, than the use by District 65.
Another prepaid group practice plan, the Kaiser
Foundation Health Plan, has reported low hospital
use for its subscribers. Steelworkers insured under
Blue Cross-Blue Shield, commercial insurance, and
the Xaiser Health Plan report the lowest hospital use
under the Kaiser Plan. However, a study of machin-
ists and similar union members has found no differ-

82 Brewster, op. ¢til.

¢ Donald Rubin, “Self-insured Welfare Plans,” I.U.D. Di-
gest, VII (Summer, 1962), 101.
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ence in hospital use among subscribers to the Kaiser
Health Plan and two other comprehensive health-
insurance plans, Blue Cross-Blue Shield of New Jer-
sey and General Electric major medical, which pro-
vide medical services through private practitioners
paid fee for service. The last finding is contrary to
the Saskatchewan experience.

Many reasons have been offered to explain the re-
ported differences in hospital use between insured
groups. Among the explanations currently coming to
the fore are the exercise of controls. These take vari-
ous forms and may be carried out by salaried physi-
cians; by subscribers confronted with financial deter-
rents, such as deductibies; or by self-insured plans,
in which the members actively co-operate; or they
may be imposed by the lack or the inaccessibility of
hospital beds. The organizational framework of group
practice may constitute a source of control over hos-
pital use, as well as a vehicle for providing ambula-
tory services.

Two studies of matched populations published in
1962, one reporting on hospitalization records and
the other on a household survey, have yielded unex-
pected findings and raise new questions. They point
to a need for more large-scale research in the field of
hospital use. In future research increased attention
should be directed to the data on duration of patient
stay.
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Controlling Hospital Use through Prepayment Benefit
Provisions and Reimbursement Formulas

WILLIAM 5. McNARY

CrarMaN: The next paper, concerned with sug-
gestions for control of hospital use, will be presented
by one of the deans of the Blue Cross field, Mr.
William 8. McNary, the director of the Michigan
Blue Cross Plan. Mr. McNary entered the Blue
Cross field in Colorado as director of one of the first
Blue Cross plans. His earlier experience in hospital
administration has given him an understanding of
hospitals. He has for many years been the director of
the Michigan Blue Cross Plan, one of the largest and
best administered in the eountry.

Mr. McNary will discuss prepayment benefit pro-
visions and reimbursement formulas in controlling
hospital use.

My topie, “Controlling Hospital Use,” breaks into
two specific and very different parts: (1) control of
use through reimbursement formulas and (2) control
of use through prepayment benefit provisions.

Control through Reimbursement Formulas

A great deal of thought has been given to reim-
bursement formulas by Blue Cross and, T am sure, by
other agencies. I think it is a misconception to sup-
pose that hospital use can be controlled through a
reimbursement formula. As a practical matter, it can-
not. A reimbursement formula may be used to limit
payments; to put a ceiling on and/or a floor under
payments. It may be used, perhaps, to penalize the
hospital for poor administration. Hopefully, it may
be used to provide incentives for efficient operation,
although this purpose has been so difficult that it has
so far defied practical implementation.

I cannot pretend to know of all, or of any substan-
tial portion, of the efforts by all third-party payers
to control use of hospital beds and facilities through
reimbursement formulas. I do know that we in
Michigan Blue Cross have devoted seemingly endless
hours to discussion of ways and means of using our
reimbursement formula.to provide some incentives
for hospital management or doctors to shorten the
length of stay or to reduce the number of ancillary
services used. To date, our brainstorming sessionshave
produced a big fat zero. Quite obviously, the third

&4

major area of attack—elimination or reduction of
unnecegsary admissions—does not lend itself to any
such approach.

A reimbursement formula, within narrow Hmits,
may make it more desirable or less desirable to care
for a short-stay patient or a long-stay patient. A for-
mula may be designed to try to measure (and to re-
ward or to penalize) the efficiency of a hospital’s man-
agement, but it cannot even do this equitably unless
allowances are made for, or special consideration is
given to, the fortuitous events which can and do
oceur to increase a hospital’s per diem cost or to
change the community from a bed-shortage status to
g bed-surplus status.

Suppose, for example, a reasonable ceiling is
placed on pier diem cost increases. This ceiling may
be determined by costs of other hospitals similar in
size, geography, and facilities. However, if a given
hospital that has enjoyed full utilization and perhaps
has had a waiting list for elective surgical cases sud-
denly finds itself only 60 per cent occupied, how can
per diem costs be prevented from shooting up? For
years, the census in this hospital may have been rela-
tively stable and subject only to seasonal fluctua-
tions. Then a couple of leading surgeons on the staff
die or move away or become incapacitated. Or a near-
by industrial plant, which has fed hundreds of pa-
tients to the hospital annually, closes or moves away
entirely.

These and many other lesser occurrences can and
do upset the best-laid plans of hospital boards and
the most carefully computed hospital budgets. A
third-party reimbursement formula is equitable and
workable only so long as it is flexible enough to pro-
tect both the individual hospital and the third party
from real hardship even under extreme circum-
stances.

The reimbursement formula is a ereature of hospi-
tals and their Blue Cross Plans. It has been adopted
by, and adapted to, certain government programs,
beginning with Emergency Maternity and Infant
Care. But, to my knowledge, it has not been used to
control use, and it cannot properly be so used.

While on this subject, I want to say that I have
studied many Blue Cross hospital-payment formulas,



Philadelphia, for example, has seven hospital-pay-
ment contracts. Bvery Plan has a different contract.
They may be similar in character, but every one is
different from every other. I know of no formula that
is perfect or even nearly perfect. But I am convinced
that methods must be found through payment de-
vices, or otherwise, to encourage hospital economies,
to reward good administration, and to prevent waste
and unnecessary use of prepaid benefits.

Hospital administrators and hospital trustees, in a
spirit of enlightened self-interest, must concern them-
selves with the publie’s concern over prepayment
costs for hospital eare. We in Blue Crosgs are running
seared on this issue.

Control through Prepayment Benefit Provisions

At first glance, it looks as if it would not be diffi-
cult, through judicious use of deduectibles, co-opera-
tive payments, limited indemnities, eo-insurance,
group practice incentives, and increased use of out-
patient facilities, to put reasonable obstacles in the
way of unneeded hospitalization without penalizing
the patient who needs care. I will attempt to discuss
these methods separately, or in such combination as
seems necessary. For the moment, I will limit my dis-
cussion to benefit provisions of the Blue Cross hospi-
tal contract.

Group Practice

The distinguished speaker who preceded me has
dealt at some length with the control of use through
the mechanics of group practice. While I did not
know, as 1 prepared this talk, what Mr. Klarman
would say, I do have some understanding, albeit
rather superficial, of the workings of the Kaiser
Health Plan, Health Insurance Plan, Group Iealth
Association, Community Health Association, and
other group practice operations.

Group practice is probably better equipped to es-
tablish control over unnecessary use of hospital beds
than is possible under solo practice in standard com-
munity hospitals. It would appear to me, however,
that it may be necessary, if such control is to be effec-
tive, to have one agency in control over both the doc-
tors and the hospitals.

What we have heard today indicates that there
may be built-in reasons why group practice programs
may create demand which raises costs still higher.
The Densen study in New York City and even the
I{aiser experience, a factual report which I have not
geen until today, might be much different from, and
much closer to, standard Blue Cross—Blue Shield ex-
perience if the exposed populations were identical or
at least more nearly the same,

PREPAYMENT BENEFIT PROVISIONS AND REIMBURSEMENT

The Community Heslth Association utilization in
Detroit, which has not matured and on which I have
seen only meager reports, does not seem to follow the
New York City pattern. In New York City, I believe,
a comparatively small number of groups are enrolled,
with little or no individual option, That is, all mem-
bers of & given group belong to HIP, not to HIP or
Blue Shield as the individual may choose. In Detroit,
on the other hand, where individual selection is the
rule, CHA groups are also Blue Cross—Blue Shield
groups. To date, a different and a higher pattern of
utilization of inpatient care is found for CHA than
is reported for HIP. This is true even though there
appears to be a high degree of central suthority by
CHA over both the hospital care and the medical
care,

In California, I am told, when groups have both
Kaiser and Blue Cross—Blue Shield available on an
individual option, it is necessary for Blue Cross-Blue
Shield to charge higher rates than are charged to
groups without such an option. What effect such
option has on Kaiser’s rates I have no way of know-
ing. It is at least possible to speculate that both plans
may be affected adversely.

I note with interest Mr. Klarman’s statement that
dual choice does not seem to be a factor in utilization.
As far as T know, the effect of dual chioice has not been
established either way.

The CHA dual-choice approach seems to me sen-
sible and practical in an era when we are experiment-
ing to find the best way to provide better care to more
people at rates which the people themselves are able
and willing to pay. It is probable also that it is the
only approach possible for a group practice plan with
limited hospital facilities,

Broad Outpatient Benefils

Students of prepayment and health insurance have
stated over and over that one important method of
controlling unnecessary use of hospital beds is to pro-
vide broad outpatient benefits. I am in basic agree-
ment with this philosophy. However, we should not
be misled into the belief that the provision of broad
outpatient benefits will automatically bring savings
in inpatient-care costs. At least, there is nothing in
our Michigan experience to support this view. Let us
look at what has happened there.

Prior to 1957, outpatient benefits under Michigan
Blue Cross were limited to care of emergencies during
the first twenty-four or forty-eight hours after the
incident. Outpatient charges were relatively static
and accounted in 1956 for 1.11 per cent of total bene-
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fit costs. The number and total cost of outpatient
services as a per cent of total had increased steadily,
but very slowly, year after year, from a small fraction
of 1 per cent to the 1.11 per cent in 1958,

Presumably, the increase might have continued at
about the same rate if the benefits had remained the
same, However, on October 1, 1857, Michigan Blue
Cross liberalized all its contracts to provide essential-
ly all the benefits of its inpatient program on an out-
patient basis. Repeated visits for chronie conditions
are still excluded, and drugs are furnished only in
case other contract benefits are provided. At the same
time, Michigan Blue Shield added benefits for diag-
nostic X-ray and laboratory in hospital outpatient
departments and in doctors’ offices and also provided
benefits for all surgery in or out of the hospital. Dur-
ing the succeeding five years, our outpatient load
and Blue Shield’s, foo, increased markedly each
year. We had estimated that Blue Cross cost would
increase to about 2.5 per cent of total benefits, and
it is now at that figure. Presumably, it will exceed
2.5 per cent in 1963.

We made this liberalization for three reasons: (1)
to provide more services more cheaply, (2) to cut
down unnecessary inpatient care, and (3) to eliminate
eriticism by doctors and members that, because we
did not provide necessary benefits, many patients
would be hospitalized just to obtain benefits to which
they believed themselves entitled.

While we have reservations about some phases of
our present outpatient program, we believe that it is
basically sound, and that each of our objectives has
been achieved to some degree.

Let us look, however, at out inpatient utilization.
In the five years before 1957, that is, from 1952 to
1956, inclusive, admissions per 1,000 members in-
creased from 142 to 150, with a further increase to 155
in 1957. In the five years following 1957, admissions
per 1,000 members increased further from 155 to a
projected 164 for 1962. This is an increase of 5.6 per
cent for the first five years and 5.8 per cent for the
Iater five years.

Days per 1,000 members increased in 1952-586, in-
clusive, from 1,033 to 1,110. In 1958-62, inclusive,
days per 1,000 members increased from 1,182 to
1,400, This shows a frightening increase of almost
18.5 per cent in the last five years, in contrast to an
increase of less than 7.5 per cent in the 1952-56
period.

During the same five-year period, outpatient
visits per 1,000 members increased from 23 to 45 be-
fore 1957 and from 50 to 124 after the liberalization.

Even though we are convinced that the outpatient
liberalization has prevented many unnecessary hos-
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pital admissions, we have no data to prove any sav-
ings whatever. On the contrary, over-all utilization
has increased even faster than before. It is some con-
solation to speculate that the admission rate might
have increased even more without the outpatient
liberalization. It is also comforting to know that we
are providing more needed services in a more eco-
nomical way.

Deductibles, Co-insurance, Co-operative

Payments, Elc.

Many Blue Cross Plans have varying specific in-
demnities, usually on room and on maternity care.
In Michigan we have tried all but the last named. We
can make some generalizations about these devices.

1. These devices shift part of the cost of hospitali-
zation from the total population covered (or from the
total group under experience rating) to the individual
who must pay the difference at the time of service.

2. If the amount of the deductible or co-operative
payment is modest, there is no discernible effect on
utilization, and the saving in the monthly rate is not
enough to be really attractive either to groups or to
individuals.

3. A straight co-insurance provision of 20 or 25 per
cent on basie coverage, which may be termed “mod-
est’ for an average hospital bill of $300, frequently
results in severe hardship to members and to hospi-
tals, who are left holding the sack for large sums when
bills total from $1,000 to $5,000 or more, as so often
happens today.

4. Most people today think of Blue Cross as a
service benefit organization. To the extent that any
of these devices cause financial hardship on the mem-
ber, the Blue Cross service image is distorted or even
destroyed. I believe that Blue Cross faces this very
real danger in making the decision to offer indemnity
contracts, which inevitably result in disillusioned
Blue Cross subscribers.

5. The only real saving in hospital use that these
devices can bring about is the prevention of hospital
care of members or policy-holders.

6. No plan or insurance company has yet demon-
strated that great savings can be made except by re-
guiring a substantial payment by the patient. This
requirement means cutting back on needed care as
well as on unneeded carc. To the extent that needed
care is reduced, a disservice is done to the public.

These generalizations are mine, and they may be
subject to all kinds of argument. They are, nonethe-
less, based on the following facts.

1. From 1955 through 1958, we offered a combina-
tion deductible-co-operative contract, which was
soundly conceived. It was priced about 15 per cent



below our comprehensive plan and was first offered
on an individual-option basis. Some 49,000 of our
3,500,000 members chose it. In 1958, when this num-
ber dropped to 12,000, we discontinued the plan.
Our financial experience with this scheme was not
good. We lost money on the contract. Whether loss

would have occurred with enrolment of a representa-

tive cross-section of population is hard to say. We
think it would have been about the same as our other
contracts. Our members just were not interested in
the deductible-co-operative program. :

2. For several years, Michigan Blue Cross has
offered a so-called Economy Plan, which uses the co-
operative principle by providing a daily room allow-
ance of $14.00 (now $15.00) instead of semiprivate or
ward accommodation in full. Ancillary services are
provided in full. The average member hospitalized
under this contract will pay from $5.00 to $10.00 per
day toward his daily service charge. So far, we have
enrolled about 13,000 members. The utilization has
been in line with our full coverage contract. There is
no indieation that the co-operative payment require-
ment has restricted utilization. Obviously, the co-
operative feature has had little appeal to our mem-
bers.

3. In 1958, we made a study of deduectible pro-
grams offered by other Blue Cross Plans. It showed,
to our satisfaction at least, that no Blue Cross data
supported the thesis that the use of a reasonable de-
ductible brings -about lower utilization. The only
Plan reporting widespread approval of its new $25.00
deductible program advised that the $25.00 deduc-
tible plan provided better and more liberal benefits
than did the program previously available, although
the deductible plan cost more than the program it
replaced. The only proved effect of a deductible pro-
vision offered by any Plan was a reduction in the
monthly rate by the actuarial value of the dollars
paid by the patient at the time of service.

4. Blue Cross Plans have been experimenting with
a wide variety of deductible and co-insurance provi-
sions for years. These experiments continue almost
everywhere, including Michigan, where we now have
a $50.00-deductible plan. I hope that the most effec-
tive pattern and the one most acceptable to the pub-
lic will be found. I even hope that some plan will
prove that a modest deductible or co-insurance provi-
sion does bring about reduced use. But I doubt that
this will happen. Most people do not want lesser
benefits for less money, They want more benefits for
less money, or more benefits for the same money, or
more benefits even if they cost more money.

Most people prefer to pay more for the same bene-
fits than to get short-changed when they need care.

PREPAYMENT BEMEFIT PROVISIONS AND REIMBURSEMENT

But the people will not continue to budget more of
their income for the same benefits without increasing
resistance. This is our number one dilemma, because
there seems to be no end in sight to increased hospital
costs and use. This is & prime reason why we must
continue to experiment with ways to control use
intelligently.

Effect of Certain Benefit Provisions

There seems to be little doubt that a liberal Blue
Shield contract is conducive to increased use of Blue
Cross benefits—both inpatient and outpatient.
(When I say Blue Shield, I include any contract of
medical-surgical coverage.)

The Blue Shield benefit which most obviously af-
fects Blue Cross inpatient use is the provision of a
benefit for inpatient medical eare. No doubt, the
average length of stay of our medical cases would be
shortened, perhaps dramatically, if there were no
Blue Shield benefit for these cases. I do not suggest
that this curtailment would be wise or in the public
interest; I simply point out an obvious effect.

Parenthetically, I probably would have to propose
that the same thing would be true of surgical benefits.
But wouldn't this apply also to Blue Cross? If there
were no Blue Cross or hospital insurance, we would
undoubtedly have a great surplus of hospital beds
and a crisis in hospital financing. So, perhaps, this
line of reasoning is fruitless.

On the outpatient side, of course, we must ae-
knowledge that, unless there are Blue Shield benefits
to go along with Blue Cross benefits, there would be
little expectation of any reduction of inpatient care
through liberal Blue Cross outpatient benefits.

There is one area of use control which does not
appear in the program. Perhaps it belongs in benefit
provisions, although it is not yet, so far as I know, a
“aontract’ benefit of any Plan or insurance policy.
T am talking about home care. Our experience to date
indicates that a sound program of home care ean be
provided by Blue Cross, not only without added cost
to members, but, hopefully, with some overall savings
in payment to general hospitals. Even more impor-
tant, a well-conceived home-care program financed
through prepayment could make unnecessary a great
deal of the construction of new general hospitals.

Our Michigan Blue Cross Home Care Program is
now nearing the end of its third year of operation.
Nearly 2,000 cases have been accepted for home care.
Costs have averaged less than $4.00 per day, and the
average length of care is about 55 days. Visiting-
Nurse Service (inciuding half-payment for home
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aides when needed), physical therapy, drugs, and
laboratory requirements are provided. Patient reac-
tion is favorable in 98 per eent of the cases. With few
exceptions, the doctors also approve. And Blue Cross,
after making proper allowance for the probability
that the hospital bed vacated by a home-care patient
will be filled with another Blue Cross patient, still
comes out at least even. Actually, our estimates are
So conservative that we are reasonably sure we make
an actual over-all saving.

We have employed skilled staff to extent the pro-
gram state wide. We believe that this is one liberali-
zation, and the only one discovered to date, that will
pay for itself.

In my opinion, our hopes for cost control through
benefit provisions lie chiefly in the expansion of home
care, but only time and much additional experience
will determine if this is so. I firmly believe that the
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area to be covered by the next speaker (control of
bed supply) is probably the most productive in con-
trol of hospital use.

Suwmmary

In summary, market and cost pressures demand
further experimentation in all areas. I do not like the
comparison of medieal-care coverage with automo-
bile-collision insurance. Automobile insurance for
personal liability and property damage does not pro-
vide for deductible or co-insurance, and these cover-
ages are much more comparable to health-care pro-
tection than is collision insurance. However, since our
costs and our rates have increased so dramatically in
the last fifteen years, and threaten to continue to in-
crease at the same or a greater rate, prudence re-
quires us to do everything possible to find ways to
keep costs to & reasonable figure.



Controlling Hospital Use through Limiting Hospital Bed Supply

MILTON 1. ROEMER, M.D.

CraIrMAN: The third paper on methods of control
of hospital use will be presented by Dr. Milton L
Roemer. Dr. Roemer has had a long experience in the
health field. He was a member of the staff of the
United States Department of Agriculture during the
1930’s and was concerned with medical care for the
rural population. He has been director of the Provin-
cial Hospital Service Plan in Saskatchewan. He has
recently been a member of the faculty of the Sloan
Institute of Hospital Administration at Cornell Uni-
versity, He is currently a member of the faculty of
the School of Public Health of the University of Cali-
fornia and will be coneerned with research and teach-
ing in the field of hospital and medical-care adminis-
tration.

Dr. Roemer has extensively examined the relation-
ship between the number of beds available to the pub-
lic in an area and the resulting effect on use of hospi-
tals. He will discuss the possibility of confrolling hos-
pital use by controlling the number of available beds.

An equilibrium prevails, in my view, between the
demand for, and supply of, hospital beds in an area.
Asg in a chemical or physieal eguilibrium, the forces
operate in both directions, and they determine the
hospital-utilization rate.

It is quite obvious that hospitals of a given bed
capacity are built in response to some form of effec-
tive demand. I do not speak of need, but rather de-
mand, for hospital care, backed up by purchasing
power from private pockets, insurance, philanthropy,
or government. Sometimes there may be only recog-
nized need, with expectation of future financial sup-
port for the costs of care.

Once the hospital beds are supplied, however, they
help to determine the leve! of demand for their use.
The potential reserveir of medical need in & com-
munity is large and indeterminate. The availability
of a given supply of hospital beds helps, therefore, to
define the level at which this need is recognized and
hence the level at which it is translated into a demand
for hospital care.

The operation of this ethbnum depends on many
factors. It depends on free access to the hospital beds
without economic impediments—a condition largely
created in the United States by the health-insurance

movement and in most other ecountries by govern-
mental financing of hospitals, It depends on an ample
supply of doctors for diagnosis of illness and the
people’s easy access to doctors—a condition ap-
proached in the United States and Europe, though
not in the underdeveloped countries. It depends on
an educated population who seek medical care in
time of illness—a situation found at an accelerating
tempo in America.

Influence of Wealth on Supply and Ultilization

of Beds

We know that the supply of hospital beds in differ-
ent nations around the world is largely related to per
capita wealth. The same is true among different
states in the United States and even different coun-
ties within a state. Certainly, this fact suggests that
the building of beds is determined by the affluence of
a region. The financial eapacity to use the beds, more-
over, is bound to correspond in an area to the local
ability to build them, but this parallelism may be far
from perfect. Thus, beds may be built in a communi-
ty where a low effective demand (due to poverty,
ignorance, or reduction in population) means that
they will not be used. Likewise, there may be periods
of lag, when high effective demand is not immediately
met by new bed construction (as in England today)
and there are waiting lists of patients seeking hospital
admission.

On a nation-wide basis in the United States, how-
ever, the striking fact is the degree to which hospital
utilization, measured by days of care in general hos-
pitals per 1,000 persons per year, corresponds mth
the supply of beds. One might question the double
influence of an equilibrium in this relationship if there
were not a substantially constant finding for occu-
pancy rates. Thus, the hospitals in states with low
bed supplies are not appreciably more crowded than
are the hospitals in states with high bed supplies, as
one would expect if the need for hospitalization were
the decisive determinant of bed utilization. On the
contrary, the occupancy levels of general hospitals
are about the same in states of high bed supply as in
states of low bed supply. Substantially the same rela-
tionships apply to the hospital bed supply, utiliza-
tion, and occupancy level in the counties of one state
(New York) that was investigated.
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In one semirural county that we studied, almost
optimal conditions were presented for an examination
of the influence of bed supply on hospital utilization.
After years of “getting along” with a bed supply of
2.8 general beds per 1,000 population, the supply was
suddenly increased to 3.8 per 1,000. At the old level,
the hospital was not overcrowded, having an oceu-
pancy of 78 per cent. With the increase in bed supply,
however, there was an abrupt rise in the admission
rate of the study hospital and no compensatory de-
cline in the admissions rates of other nearby hospi-
tals. At the same time, the average length of stay for
40 out of 53 diagnoses increased. Examination of
records of Blue Cross members alone showed that
their utilization rate in the study hospital rose by 38
per cent in response to the 42 per cent rise in the hos-
pital’s bed capacity.

Effect of Government Financing on Bed Supply

The influence of bed supply on hospital utilization
seems to be taken for granted in countries with hospi-
tal systems that are fully, or almost fully, financed
by public funds, whether raised by general revenues
or social insurance. In the Canadian provinces, it has
long been recognized that adding a new hospital bed
would mean that its use would have to be financed.
This would be the ease whether a new hospital was
to be built, a new wing added to a hospital, or a two-
bed semiprivate room was to have a third bed added
to it. As a result, all changes in hospital-bed capacity
require governmental approval. Essentially the same
arrangements prevail in Europe. Not that an eagle
eye is focused on every hospital room every day, but
the money allocated to operate a hospital depends on
the number of beds it is authorized to maintain. No
new hospital which public funds will have to main-
tain may be built without governmental approval.
In the British National Health Service, limitation on
the construection of new hospitals has been, perhaps,
the major administrative control over the rising costs
of hospital care,

Despite these limitations, Canada and most Euro-
pean countries, as well as Soviet Russia, have more
general-hospital beds than we have in the United
States in proportion to population. They tend to be
occupied, moreover, at higher levels—00 per cent
compared with our 80 per cent. Comprehension of
these two facts is important, I believe, because it
demonstrates that vesting government with powers
over hospital bed supply hasnot resulted in lesser, but
rather in greater, supplies of beds than in our own
laisses faire hospital economy.

While over-all days of hospital utilization in Cana-
da and Europe tend to be greater than in the United
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States, admission rates in Kurope are lower. They are
accompanied by longer average duration of stay,
which accounts for the higher aggregate days of
utilization. There are many reasons for these differ-
ences, but I think one of the most important is the
system of medical-staff organization of hospitals in
Furope (indeed, all other continents) compared with
North America. In Europe, admission to the hospital
depends on the decision of a hospital-based doctor,
not the community doctor who sees a patient in the
home or office or “surgery’ or polyclinic. As a result,
only the most serious cases are admitted, cases that
could not be treated on an ambulatory basis; and
they are kept for longer periods of time. Even for the
same diagnosis, however, European hospitals keep a
patient longer than do American hospitals because,
among other things, the hospital doctor will usually
not see the discharged patient again. Since the hospi-
tal doctor is usually engaged on a salary, he has no
economic incentive for or against hospital admission
and retention.

Optimal Use of Beds

The restraint or discipline exerted on hospital ad-
missions by hospital doctors in Burope is seldom
matched in the United States, outside of exceptional
teaching institutions. In our country, #f there is a bed
avatlable in the average general hogpital and the
physician wants to admit a patient, he can usually
do so. Indeed, the hospital administrator is usually
not too happy unless doctors fill the empty beds with
patients who will yield the income necessary to keep
the institution solvent. This would seem to be cor-
roborated by the finding of Mr. Sheatsley's study in
Massachusetts that hospital administrators are gen-
erally not concerned about a problem of overutiliza-
tion. Committees on admissions or utilization have
typically been organized only in those hospitals fac-
ing the pressures of high cccupancy and waiting lists.
Lventually, the continued pressures tend to lead to
plans for new hospital construction.

With hospital insurance eliminating financial em-
barrassment to patients, one cannot blame doctors for
wanting to practice medieine in hospitals as much as
possible. T am not condoning unnecessary surgery,
which is another problem. But the ability to do a
pood diagnosis and render effective therapy is nearly
always greater in the hospital. Practicing in the hos-
pital also saves the doctor’s time; there is striking evi-
dence of higher rates of hospital admission in states
of lower physician supply, where each doctor is
busier.

The decision of the doctor, therefore, to hospitalize
or not to hospitalize a paticnt is inevitably influenced



by the availability of a bed which his patient may
enter without a charge, or even with a charge that is
bearable. Even if a formal admission procedure must
be hurdled, such as 2 medical-staff committee or an
admissions clerk with a tough set of priority rules, the
patient is likely to be admitted if there is a bed, sim-
ply because the hospital usually needs the income. If
scientific advances reduce the absolute need for hos-
pital admission of some diagnoses—like pneumonia
or mastoiditis or diabetic coma or poliomyelitis—
there is a long and expanding list of other conditions
to justify the use of the beds—all sorts of elective
gynecological surgery, gastrointestinal diagnostic
work-ups, stabilization of peptic-uleer diets, minor
surgery, psychoneuroses, rehabilitation of arthritics,
and so on.

A great variety of positive measures ean be taken,
and are being taken, in hospitals to assure the optimal
use of the beds available. Certainly, admission-seruti-
nizing procedures are sound. Organized home-care
programs are good for chronic patients and ean save
bed-days for acute cases. Prepayment of outpatient
benefits can eliminate some unnecessary diagnostic
or minor surgical admissions, although the evidence
suggests a more than compensatory rise in the other
admissions resulting from Improved case-finding,
New support of this interpretation has just been
offered in Mr. McNary’s paper presenting findings on
Blue Cross experience with outpatient benefits in
Michigan. All these measures can promote the wiser
use of beds and may even help to discourage unsound
plant expansion.

None of these steps, however, has been shown to
reduce the utilization of hospitals below the level cor-
responding to a given bed supply, so long as patients
are insured or use of the beds is financed by public
funds. We must, in my view, simply face the fact that
social financing of hospital ecare, whether it is
through law or voluntary group action, requires social
control over the supply of beds in a community, re-
gion, state, and nation. Otherwise, it is futile to com-
plain about rising utilization and the rising costs
associated with it.

Conirol over Utilization

In the period before widespread hospitalization
insurance, we were living in a hospital market con-
trolled largely by price. Many people who needed
hospitalization did not get it because they could not
pay the price. Others were not hospitalized because
the beds were not there (especially in rural counties)
and their doctors did not expect to use them, Tech-
nology, of course, has changed the whole meaning of
hospitalization. I am not very old, and yet I was born

THROUGH LIMITING HOSPITAL BEDS

at home and my tonsils were taken out in a doctor’s
office. Today, these two medical events represent the
two commonest causes of hospital admission. In Sas-
katchewan one of the most frequent causes for hospi-
talization has been multiple tooth extractions. Then
there are all the diagnostic investigations, like cardio-
pulmonary work-ups, which can often be done better
in a hospital. These are short-stay cases, and at the
other end of the range are the long-stay cases (now
occupying 25 per cent of American general-hospital
beds on the average day)} which might or might not
be served adequately in a nursing home or an organ-
ized home-care program.

The answer, it seems to me, is some equitable sys-
fem for control over the supply and location of beds
in every state. This was, after all, the conception in
back of the “master plans” required in the Hill-Bur-
ton Act, except that the enforcement applies only to
the minority of hospital-construction projects that are
aided by federal grants. Similar but comprehensive
authority of approval could be exercised by state
public health agencies, on which, as in the Hill-Bur-
ton administration, there would be proper represen-
tation of the hospitals themselves, the health profes-
sions, and the general public. The program might be
framed in terms of “franchise-granting” power, as
Mr. Ray Brown has suggested, or in other appropri-
ate ways. In large and populous states, some of this
authority might be delegated to regional hospital
councils below the level of the state government.

The two largest states in the nation, New York and
California, have been exploring such arrangements
through regional hospital councils, set up by law but
empowered only to study the problem and make sug-
gestions. Similar non-mandatory influences are exert-
ed by voluntary regional hospital councils in metro-
politan centers like Pittsburgh and Chicago, the force
in back of these being largely the guidance offered to
industrial corporations on their donations for hospi-
tal-construction purposes. I am not sure of the bat-
ting average of these voluntary councils with respect
to gaining support for favored construction projects
and discouraging support for unfavored programs,
although I have been told it is well under 100 per
cent. In my own region of Southern California, volun-
tary planning efforts have certainly been unsuccess-
ful, and some ten million-people are served largely by
a potpourri of small, unaceredited proprictary hospi-
tals. The aggregate bed supply in these hospitals is
not high, but their inadequacies in meeting modern
standards of patient care, professional education, re-
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search, and preventive service are a vast departure
from the American ideal.

Fears of governmental restrietion over free hospi-
tal development are, of course, widespread, but our
own studies have shown little foundation for these
fears in actual hospital experience with governmental
authorities. Apprehensions seem to come rather from
a priori ideologies. The governmental programs in
operation have actually strengthened the voluntary
hospital system through some thirty distinet activi-
ties for support of the care of certain beneficiaries;
promotion of technical standards; and provision of
funds for construction, training, and research. Gov-
ernmental authority over hospital bed supply and
location would, in my view, have a similar vitalizing
effect on the voluntary hospital system, because of
the help it would give the system as a whole to meet
needs more reasonably. At the same time, it would
place a ceiling over that share of hospital costs which
is contributed by the utilization rate. (One should
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keep in mind that by far the larger factor in the rising
community costs of hospital service in the last two or
three decades has been the rise in per diem costs
rather than the utilization rate.)

Most of the states recognize the public interest in
the level of hospitalization-insurance premiums, as is
indicated by the passage of regulations empowering
the insurance commissioner to approve those rates.
By implication, hospitals are thus regarded as public
utilities, meeting essential social needs and, therefore,
subject to public regulation. So long as vast collec-
tivities of people, either through insurance or through
tax funds, are meeting the great bulk of hospital-
operating costs, it would seem to follow that some
effective control over those costs should be exercised
through the planning authority of government. A
critical component of such planning would be super-
vision over the supply and the location of hospital
beds in a state or region.



Controlling Hospital Use through Medical-Staff

Utilization Committees
ROBERT M. SIGMOND

CuamryanN: The medical profession, as has been
stated, has major responsibility for ordering hospital
care. Throughout the nation, the profession exhibits
greaf interest in avolding unnecessary use. This inter-
est has led to the establishment in many hospitals of
medical-staff utilization committees who review the
experience of persons admitted to the hospital with
the purpose of avoiding unnecessary hospital use.

The Pittsburgh area has had many experiences
similar to those in Michigan. There has been exten-
sive controversy over Blue Cross rates in Pittsburgh
and much pressure for evaluating and controlling
hospital use.

Mr. Robert M. Sigmond, following experience in
hospital administration, worked with Mr. Rufus
Rorem in the Philadelphia Hospital Council. He be-
came a member of the staff of the Comission on the
Financing of Hospital Care, which carried on an ex-
tensive study, initiated because of the hospital field’s
concern with inereasing cost and use,

Mr. Bigmond, after his work with the Commission
on the Financing of Hospital Care, became the direc-
tor of the Hospital Council of Western Pennsylvania,
giving that organization leadership which has made
it the center of the hospitals’ concern about the prob-
lems of increased hospital use and cost in that area.

Mr. Sigmond will diseuss the possibilities of con-
trol of hospital use through medical-staff utilization
committees,

Care in a short-term general hospital is the most
costly form of service that a physician prescribes with
any great frequency for his patients. Accordingly,
control of inpatient hospital bed utilization is one of
the most important approaches to control of total
health-care costs,

The Role of the Utilization Committee in Conirol

of I'npatient Uldlization ,

In Western Pennsylvania medical and hospital
leaders have developed a comprehensive program de-
signed to control inpatient utilization without ad-
versely affecting the quality or availability of service.
This program has two major subdivisions, reflecting

the two separate but interrelated aspects of the total
utilization problem.

The first subdivision consists of specific activities
designed to reduce the rate of inpatient utilization by
the population (patient days per thousands popula-
tion) to the lowest level consistent with high quality
of care. This phase of the program consists of such
activities as: (1) promotion of improved and expand-
ed ambulatory services at hospitals; (2) promotion of
use of organized home-care programs, of visiting-
nurse services in the home, and of high-quality nurs-
ing homes; (3) provision of prepaid benefits for am-
bulatory, home-care, visiting-nurse, and nursing-
home services; (4) cautious experimentation with
““‘deductibles’ in prepayment programs as a means of
discouraging inpatient utilization; (5) programs of
withholding prepaid benefits for “unnecessary’” utili-
zation; and (6) establishment of utilization commit-
tees made up of members of hospital medical staffs, for
the purpose of educating physicians about their key
role in determining rates of utilization.

The second subdivision of the comprehensive
utilization control program consists of activities de-
signed to increase the rate of inpatient utilization of
the beds (the occupancy rate) by reduction of the
number of staffed beds to the lowest level consistent
with high quality and ready availability of care.
That is, for any given rate of inpatient utilization per
thousand population, the hospitals should attempt
to provide the minimum number of staffed beds and
thus hold down unit costs. This phase of the program
consists of such activities as (1) co-ordinated plan-
ning by the hospitals through the Hospital Planning
Association and (2) research and demonstration proj-
ects on methods of increasing occupancy by reduc-
ing census fluctuation and by closing beds. These
activities are designed to promote a greater degree of
interchangeability of use of beds both within and
between hospitals.

T might comment that we have become convineed
that effective control of utilization requires com-
panion actions with respect to both types of utiliza-
tion rates, utilization in relation to population and
utilization in relation to beds, and that concentration
on utilization in relation to population will have little
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result unless there is an attempt to increase the utili-
zation in relation to beds. The latter, of course, means
cutting the number of beds. I think this is the pri-
mary job of hospital management.

In this paper I have been asked to discuss one spe-
cial phase of this comprehensive utilization-control
program: the effort to educate medical staffs about
their impact on utilization rates by means of medical
staff utilization committees. In my opinion this is the
central activity in our rather complex utilization-
control program and merits the special attention
given it at this symposium.

Underlying Concepts of the Hospital Utilization

Commillee

Sometimes we speak loosely of hospital-bed utiliza-
tion by the population, giving the impression that
patients utilize the beds. In fact, physicians utilize
the beds; patients lie in them. A patient cannot even
have the privilege of lying in a hospital bed unless
ordered to by a physician, who has the extremely
valuable privilege of giving this order. Patients can,
of course, bring pressure on physicians to admit them
to hospital beds, but the decision rests with the phy-
sician. Similarly with discharge, the physician makes
the decisions that determine the end of the bed-utili-
gation episode. Patients can, of course, discharge
themselves against the physician’s advice, but this
right is rarely exercised. Patients can also bring pres-
sure on physicians to delay discharge, but, again, the
decision rests with the physician. The patient plays
a part in the utilization experience only insofar as he
influences the physician. The physician’s judgment
is the crucial factor.

Approaches to utilization control must involve di-
rect or indirect efforts to influence the physician’s
judgment and decision on admission and discharge.
The utilization-committee concept is based on the
assumption that & most important method of influ-
encing the physician’s judgment is to help him under-
stand what factors actually influence his judgment
and that of his colleagues.

The simple fact is that most physicians do not yet
know very much about their utilization practices.
Medical practice has many dimensions, each with a
wide range of variation among physicians. Of these,
utilization is one of the newest dimensions. Today, it
is still largely the unknown dimension. Ask the mem-
bers of a hospital’s medical staff who is the fastest in
the operating room. They will know. They will know
who are the best diagnosticians. They will know
which have the best bedside manner. But ask which
doctors tend to keep patients in the hospital the

74

longest, and they will either plead ignorance or make
uninformed guesses.

In one hospital in Pennsylvania, a detailed analy-
sis was made of all the cholecystectomy cases for one
year. This analysis revealed that four surgeons were
responsible for 90 per cent of the cases. After adjust-
ment for ages of patients and for the complicated
cases, the data revealed that there was one “short-
stay,” two “medium-stay,” and one “long-stay”
cholecystectomy surgeons. This finding was reported
to each of them separately, and each was asked to
guess who was the “short-stay” surgeon. Only one
guessed right, because each nominated himself. Each
man thought that he was discharging as soon as con-
ditions indicated, and none thought that his col-
leagues would be rash enough to discharge sooner.
They did not know about their own utilization prac-
tices. They had not thought about this dimension of
their medical practice. After analyzing the data, the
utilization committes knew more about the utiliza-
tion of these surgeons than the surgeons themselves
knew.

There is a sequel to this little story. A year later,
when the same data were collected on the next year's
cases, the average stay for cholecystectomy cases had
dropped. The average stay had dropped for each of
the four men, even including the ‘“‘short-stay” sur-
geon. The decline oceurred despite the fact that none
of them, including the “long-stay” surgeon, had been
subjected to criticism. It had been emphasized that
the data were collected for study purposes only, and
not to judge the men nor to set standards.

This litéle story illustrates, I think, the purposes of
a medical-staff utilization committee: to help educate
physicians with respect to an unknown but important
dimension of medical practice and to help them be-
come more aware of their impact on utilization rates.

A Guide to the Utilization Committee

In early 1959 Western Pennsylvania medical socie-
ties first began to urge the establishment of hospital
utilization committees. Shortly thereafter, a number
of hospital administrators and chiefs of staff request-
ed guidance with respect to the nature of these com-
mittees and their duties. As a result, a pamphlet
entitled Guide to the Establishment and Funclioning of
a Medical Staff Utilization Commitiee was prepared,
under the co-sponsorship of the Tenth Councilor Dis-
trict of the Pennsylvania Medical Society and the
Hospital Council of Western Pennsylvania, and was
published by the local Blue Cross plan.! This pam-

| Guide to the Establishment and Functioning of a Medical
Staff Utilization Commitlee (Pittsburgh: Hogpital Service As-
gociation of Western Pennsylvanin [Blue Cross]). Available
upon regquest.



phlet discusses the purpose of a utilization commit-
tee, its organization, relationships with the medical
staff and hospital, and method of operation. This
pamphlet is available, and I recommend it to the
attention of anyone interested in utilization com-
mittees [the Guide is reproduced as Appendix I to
these proceedings).

The Guide's definition of the purpose of the utili-
zation committee is, however, worth quoting in full:

A Utilization Committee is established within the medi-
cal staff of a hospital to assure that all of the inpatient
service given is necessary and could not be provided as ef-
fectively in the home, office, hospital outpatient de-
partment or some other more appropriate, available facil-
ity. The Utilization Committee analyzes and identifies fac-
tors that may contribute to unnecessary or ineffective use
of inpatient services and facilities, and makes recommenda-
tions designed to minimize ineffective utilization.

The Utilization Committee is a fact-finding, educational
instrument of the medical staff without authority direetly
to effect changes in procedures or lessen the responsibility
and privileges of other medieal staff committees or indi-
vidual members of the medical staff. It operates to strength-
en the responsibility and authority of existing medical staff
and administrative structure by making practical recom-
mendations to the appropriate body for consideration and
action.

The Guide suggests that the utilization commitiee
functions primarily by review and evaluation of
charts of discharged patients. It emphasizes that the
committee will function most effectively if its review
work is limited to specific types of cases, such as long-
stay cases, short-stay cases, cases questioned by pre-
payment plans, or cases in a specific diagnostic or
operative category. Use of the professional activity
study and of check-list forms that may be completed
largely by medical record room personnel is recom-
mended to reduce the volume of routine work by
physicians serving on utilization committees. The
Guide includes specific suggestions with respect to
records and reports and to procedures for follow-up
and development of recommendations designed to
improve bed utilization. Attention is directed to pos-
sibilities for improvement in administrative practices
that may be interfering with effective bed utilization.

What a Utilization Committee Is Not

Better understanding of the utilization committee
concept may result from a brief discussion of some
commion misconceptions.

A. Ulilization commitices are not police bodies with
power {o ferrel oul and censure o few “guilty” physi-
cians—Utilization committees have no disciplinary
powers, their records are not incorporated in the
patient ehart, and their deliberations do not become
a matter of official record. Often the data they review
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are coded, not even identified by name, and in many
instances subsequently destroyed. The primary ob-
jective of the utilization committee is educational—
for each and every member of the hospital staff. Con-
trol of utilization is not considered to be a problem
of identifying and dealing with a few bad actors on
the staff who indulge in flagrant abuse. The fact is
that conscientious utilization committees invariably
find that almost all physicians are, at some time or
another, involved in some aspect of ineffective utili-
zation. A day or even a half-day of delay in the dis-
charge of most cases, or even of most cases of one
category, such as obstetrical, can have a much greater
impaet on utilization rates than will the occasional
case with ten or twenty days of excessive stay or a
case of unnecessary admission. ‘

B. Utilization committces are not scientific research
bodies attempling to measure the precise magnitude of
overutilization and underutilization.~The primary
objective of the utilization committee is to improve,
not to measure, utilization practice. Fact-finding and
measurement are important aspeets of utilization
committee work, as they are in any educational or
administrative activity, but precise research stand-
ards do not apply to the work of the utilization com-
mittee any more than to the work of other active
medical-staff committees concerned with improving
standards of medical practice. (Utilization commit-
tees can have salutary effects on utilization without
being able to define or measure optimum utilization,
in the same way that tissue, medical records, and
other medical-staff committees in the absence of pre-
cise methodology for measuring or even defining
quality of care, appear to have positive effects on
quality.)

C. Utilization commitices are not agencies of Blue
Cross—In Western Pennsylvania the utilization
committees function within the framework of the
medical staff of the individual hospital, and they are
coneerned with utilization in all types of cases. Ac-
cordingly, they serutinize “free,” self-pay, and com-
mercigl-insurance cases, as well as those covered by
Blue Cross.

As the partner of community hospitals and as their
financing mechanism, Blue Cross has a great interest
in the overall problem of utilization control, as well
as its narrower interest in claims review of Blue
Cross cases.

Closely related to the work of the utilization com-
mittee within cach hospital is that of the Blue Cross
Claims Review Committee, which functions on a re-
gionad basis. During its auditing process, Blue Cross
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frequently identifies two classes of cases: those in
which hospitalization appears to be unnecessary
within the terms of the subscriber contract and those
in which the length of stay appears to be excessive.
All these cases are first referred for review to the
utilization committee of the hospital involved, which
reports its findings to a meeting of the area-wide Blue
Cross Claims Review Committee made up of repre-
gentatives of local-hospital medical staffs. Blue Cross
has accepted the decisions of this Claims Review
Committee without question on payment or with-
holding of claims. These Claims Review Committees
also decide whether “admonition’” letters will be sent
by the Medical Society, not by Blue Cross, to physi-
cians about cases in which length of stay appears to
be excessive. This Blue Cross ¢claims review work has
undoubtedly served to increase interest and enthusi-
asm on the part of utilization-committee members
because they have come to see that Blue Cross is
willing to listen to their judgment in professional
matters. For some hospital utilization committees,
review of cases referred by Blue Cross is the major
activity, or even the only activity. Such committees
are not functioning effectively, and it is not surprising
that staff members of these hospitals think of the
activity as “Blue Cross work.” .

Ideally, the work of hospital utilization committees
and of Blue Cross claims review complement each
other. A well-functioning hospital utilization commit-
tee reduces the volume of the work of the Blue Cross
claims review staff and of the Claims Review Com-
mittee. Participation in Blue Cross claims review
work helps members of hospital utilization commit-
tees to exchange experience with their counterparts
in other hospitals and assures participation of physi-
gians in professional decisions that heretofore were
made exclusively by Blue Cross staff.

D. Hospital utilization commitlees are not ‘“white-
wash” groups—Some experts concerned with re-
search in hospital use appear to believe that ufi-
lization committees are ““whitewash” groups. They
believe that utilization committees not only are “in-
effective vehicles for measuring” but in addition are
“whitewash committees, by their very nature.”? This
sharp criticism appears to be based on a misunder-
standing of the basic function of utilization commit-
tees, which is educational. Significantly, these critics
also apply the same criticisms to hospital medical-
staff tissue committees, appearing to assume that the
primary task of both committees is disciplinary.

The fact is that, in Western Pennsylvania, these

2 Regearch in Hospital Use: Progress and Problems” (draft

of & Conference Report [United States Public Health Serviee],
1962},
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committees do not function to whitewash the prob-
lem. Like the tissue committees, utilization commit-
tees do not publish their findings or publicize their
activities. They apply neither whitewash nor tar and
feathers. Their very existence presumes that there is
a problem which needs correction. These committees
require & great deal of work from their members, who
would not need to work so hard if the objective were
simply to “whitewash.” That utilization committees
do not yet funetion in the most effective manner is
undeniable. Most are less than three years old, and
the whole idea is not much older. Improvement in
funetioning is clearly indicated. Criticism of their
present effectiveness is constructive; to call them a
hoax is not.

. Utilization commillees are not the whole answer
to the utilization problem.—Utilization committees, by
themselves, cannot assure the most effective utiliza-
tion of inpatient facilities. As indicated above, they
are but one part of a comprehensive program in West-
ern Pennsylvania. But they are an important, possi-
bly the most important, part of the program.

No one has yet suggested that medical practice
would be improved if the attending physician lost the
right to make the decisions which determine hospital
utilization by his patients. To my knowledge, no one
seriously believes that, in the immediate future, it
will be possible or desirable to develop precise stand-
ards of utilization applicable to every case and en-
foreeable by administrative procedure.

If, however, it is agreed that these decisions prop-
erly belong to the attending physician, then is utiliza-
tion to be controlled only by indirect influences on
his behavior? Should he not be encouraged to become
directly involved? Shouldn’t his self-control be en-
couraged? And shouldn't this be knowledgeable seli-
control? If standards (of greater or lesser degree of
precision) are to be developed and applied, are not
those standards most likely to be practical and ac-
ceptable if tested and developed within utilization
committees of medical practitioners?

Why Physicians Bother with Ulilization Commitlees

Many observers cannot believe that private prac-
titioners will give the time and energy required for
utilization-committee work. In Western Pennsylva-
nia, they do. Why do they bother?

Medical Society leadership has recognized that
many community groups, in addition to physicians,
have & valid interest in ensuring effective utilization
of inpatient facilities and services: the patient; labor
unions and management sponsoring employee health-
benefit plans; prepayment agencies, such as Blue
Cross and Blue Shield; government agencies with



regulatory responsibilities, such as the insurance
commission; and hospital officials. Western Pennsyl-
vania physicians saw clearly that these groups were
beginning to act to protect their own interests and
that such action was having an impact on the daily
practice of physicians. Physicians were concerned
about the possible effects on the quality of their care
as well as on their professionsl independence and
finanecial position. Extensive discussions convinced
them that “the medical profession has a basie role in
ensuring proper and effective utilization.”

A quotation from a recent Medical Society docu-
ment illustrates the ¢urrent thinking of top medical
leadership in Western Pennsylvania:

The medical societies and hospital groups in the greater
Pitisburgh area have recognized the public burden of con-
tinuously rising costs of health care. Practical steps to
eliminate inefficiency in the provision of service must be
taken. Accordingly, they have pioneered a program to pro-
tect the public, industry, and all health care plans against
misuse, at the same time preserving proper standards of
quality.

More and more groups are focusing on inpatient hospital
ufilization as a key to control of health costs, and are de-
veloping proposals designed to control utilization. Some
management and insurance groups propose co-insurance
and deductibles as an answer. Others propose prepaid com-
prehensive care through group medical practice, with
finaneial incentive to the physician to aveid hospitaliza-
tion, as the answer. Some prepayment programs attempt to
confrol utilization by withholding benefits from bene-
ficiaries who “enjoy unnecessary utilization.” Each of these
proposals involves a different effect on traditional relation-
ships among patients, physicians and hospitals.

In this situation, the program which has beea evolving
during the past few years under the leadership of the medi-
cal societies and hospital groups in Western Pennsgylvania
appears to offer a promising approach to control of in-
patient utilization. This program is modeled on the success-
ful effort of surgeons to control unnecessary surgery by
creation of special review committees within the medical
staff structure of each hospital.

This approach to the control of utilization recognizes
the medical profession’s central role in ensuring effective
utilization of hospital facilities. It is the physician who de-
cides upon admission of a patient, who orders tests, drugs,
procedures or treatments, and who decides when the
patiens$ should be discharged. The program is based on the
conviction that unnecessary inpatient hospital use can best
be controlled by encouraging physicians on a hospital staff
to review each other’s utilization experience in & systematic
way and to subject their utilization practice to the same
kind of frank crifical appraisal that is applied to other
aspects of their work. Under this program, unnecessary
utilization can be controlled without undermining the
quality of care or existing patient-physician relationships.?

Continuing implementation of this type of ap-
proach requires dedicated, even inspired, leadership,

3 J. Bverett McClenshan, M.D., “A Medical Society Pre-
scribes 2 Remedy,” Trustee, XV, No. 9 (September, 1962), 1-0,
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within the ranks of organized medicine. Fortunstely,
Western Pennsylvania has been blessed with such
leadership.

How Utilization Commitliees Have Functioned
in Western Pennsylvania, 1960-61

The Guide fo the Establishment and Funciioning of
a Medical Staff Utilization Committee sets forth spe-
cific suggestions about the organization and method
of operation of utilization committees. But the Intro-
duction clearly states that “this guide is not a set of .
specific rules but rather a suggested outline for each
hospital medical staff in developing its own program.
In instituting its Utilization Committee activity,
each medical staff may wish to adapt the various sug-
gestions made in this guide to its own structure and
traditions” (1: 3). There has been no effort to impose
uniformity, and each committee has followed its own
star.

The initial suggestion that the medical staff of each
hospital establish a utilization committee was made
in the fall of 1959. To determine progress, question-
naires were distributed to the hosgpitals in early 1960,
at the end of 1960, and at the end of 1961, After re-
turns on each of the questionnaires were in, there was
a general meeting of utilization-committee chairmen
and hospital administrators to discuss problems and
progress. Highlights from the information gathered
by these questionnaires indicate how the committees
have functioned during the first two years,

The questionnaires were sent to thirty-eight com-
munity general hospitals in the Tenth Councilor Dis-
trict of the Pennsylvania Medical Society, which in-
cludes Pittsburgh and Allegheny County and sur-
rounding counties. The number of hospitals returning
useable questionnaires increased from twenty-six for
the first questionnaire to thirty-four for the second,
and thirty-six for the third. The questionnaires were
not identical; some items were contained on but one
questionnaire, some on two, and some on all three.

A. Size of commitlees.—The number of members
on utilization committees ranged up to twenty-one;
the average membership was seven. This eonforms
closely with the recommendation of the Guide—five
to fifteen.

B. Number of commiltee meetings.—Of the thirty-
six hospitals, twenty-three reported monthly meet-
ings. Three met every other month, six met quarterly,
and four met on no regular basis.

C. Method of operation.—The primary activity of
utilization committees was reported to be chart re-
view, Some committees also reviewed admissions
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daily, or “emergency” admissions, or ‘“long-stay”
cases still in the hospital, but all reviewed charts of
discharged patients.

D. Proportion of lolal cases reviewed.—The thirty-
six responding hospitals care for approximately
300,000 inpatients annually. The proportion of these
cases reviewed has steadily declined: 18 per cent
during the first three months of 1960, 11 per cent for
the last nine months of 1460, and 6 per cent for 1961.

During the earlier periods, there was wide varia-
tion among hospitals in the proportion of charts re-
viewed. A number of hospitals were reviewing half of
all the charts or even more, and some others were
reviewing less than 1 per cent. More recently, there
has been less variation among the hospitals. In 1961,
a majority of the hospitals reviewed between 2 and 6
per cent of all the cases. About 50 cases were re-
viewed at the average committee meeting.

E. Types of charts reviewed —Cases referred by
Blue Cross involving questionable admission or ques-
tionable length of stay were being reviewed by all the
reporting committees. In early 1961, 39 per cent of
the committees were limiting their chart review to
these Blue Cross cases; subsequent reports indicated
that the proportion of the committees with this type
of partial program was reduced to 23 per cent.

At the other extreme, in early 1960, 31 per cent of
the committees were reviewing all eases or cases
selected at random. Subsequently, the proportion of
committees with an unspecialized approach was re-
duced to 23 per cent.

The trend has been toward selection of a specific
type of case to be reviewed at a specific meeting of
the committee. Most commonly, long-stay cases were
given concentrated attention, typically cases staying
thirty days or more. Other categories which have re-
ceived special attention were “‘emergency” admis-
sions, short-stay cases (one- or two-day stays), select-
ed dingnoses, cases in which the discharge diagnosis
differed from the admitting diagnosis.

¥. Proportion of cases classified as “‘questionable.”
—The number of committees that kept data on the
number of “questionable” cases has steadily in-
creased from eight in the first survey to thirty-two in
the third survey. Among those reporting, the propor-
tion of cases reviewed which were classified as ques-
tionable was 10 per cent in the first survey, & per cent
in the second survey, and 7 per cent in the third
survey. )

As would be expected, those hospitals limiting
their work to cases referred by Blue Cross had the
highest proportion of ‘“‘questionable” cases. Those
reviewing the largest number of cases, especially
those reviewing cases selected at random (of which
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there were a few), had the lowest proportion of
“questionable” cases.

G. Disposition of “questionable” cases.—Utiliza-
tion committees in most hospitals reported that they
act to bring “questionable” cases to the attention of
the attending physician on an informal, confidential
basis, usually with a request for additional informa-
tion not shown on the chart. A few committees ask
the attending physician to add an explanatory note
to the chart. A few committees reported that “ques-
tionable” cases, unidentified by name of attending
physician, have been used as illustrative material in
educational programs at medical-staff meetings.

Four utilization committees of the thirty-six tend-
ed to be more officious. In two instances, the “ques-
tionable” eases are referred to the executive cormit-
tee, and, in one instance, to the medical director. One
hospital reported that names of attending physicians
with unexplained “questionable’” cases are posted on
the bulletin board in the staff room. This approach
is not recommended in the Guide.

Results of Utilization Commillee Activity in
Western Pennsylvania, 1960-61

In the questionnaire completed at the end of 1960,
committee chairmen were asked to state whether, in
their opinions, committee activity had resulted in re-
duction in length of stay, in admissions, or in use of
ancillary services. Seventy-five per cent reported that
reduction in “excessive stays’’ had been achieved; 32
per cent cited reduction in “‘unnecessary admissions’ ;
and 19 per cent cited reduction in use of ancillary
services.

The questionnaire completed at the end of 1961
asked only about length of stay. This time, 78 per
cent of the chairmen reported that their committee’s
activity appeared to have resulted in reduction of
stays.

A number of chairmen also reported specific
changes or improvement in hospital procedures re-
sulting from utilization review. Most frequently cited
was improvement in hospital charting. Other specific
changes reported by one or more committee chairmen
included:

1. Development of more equitable and efficient admission
and discharge procedures,

2, Installation of the program of the Professional Activi-
ties Study.

3. Better liaison between medical staff and the social
service department on disposition of long-stay cases.

4. Rescheduling of “dental’” cases to “dead” time in the
operating room.

5. Installation of a routine laboratory unit in the admis-
s10nt area.

6. Institution of a 24-hour procedure on discharge notices,

found to be applicable to 80 per cent of cases.
7. Advance in the discharge hour.



8. Increased emphasis on use of outpatient diagnostic
facilities for preoperative work-up.
9, Requirement that the final diagnosis be placed on the
chart before the patient leaves the floor for discharge.
10. Use of a special form placed on the patient’s chart affer
some specific length of stay (such as fourteen, twenty-
one, or thirty days), on which the attending physician
is asked to explain briefly the reasons why the patient
must remain in the hospital,

Other comments made by committee chairmen on
results of committee activity included:

1. Increased interest of medical-staff members in working
with the administration on various problems, and im-
proved liaison between medical staff and administra-
tion,

2. Stimulated work on newly discovered problems invelv-
ing hospital procedures such as week-end laboratory
coverage, operating-room scheduling, and delays in
tissue reports.

3. Focused need to avoid delay in completing consulta-

tions.

. Increased eo-operation with respect to discharge hour.

. Stimulus to discharge or transfer to appropriate facili-

ties of long-stay cases.

6. Elimination of questionable emergency admissions.

[ I

In general, committee chairmen believed that, in
addition to improvement in utilization practices, the
committee had important side effects, such as im-
provements in medical staff, in administrative liaison,
in charting, and in understanding of utilization and
Blue Cross problems. A few chairmen also cited im-
provement in guality of care; reduction in hospital
costs; and, in one case, elimination of the need for a
new wing to the hospital.

Suggestions for Effective Utilization Commitlees

During the spring of 1962, thirty-six utilization
committee chairmen participated in a series of infor-
mal dinner meetings, each attended by from six to
eight chairmen. Af these meetings, a number of sug-
gestions were made as to how utilization committees
might be helped to function most effectively.

A. The need for top level support,—Utilization com-
mittee chairmen were unanimous in the opinion that
the utilization committee requires the unqualified
support of the medical staff’s executive committee
and the hospital administrator. All chairmen with
effective committees reported that they enjoyed the
enthusiastic backing of the executive committee.

B. Key role of commitiee chairmen—The chairman
of the utilization committee should be a physician
who enjoys the respect and confidence of the medical
practitioners. A number of younger chairmen sug-
gested that those who have been in practice for only
a few years have difficulty in obtaining full co-opera-
tion of the staff. There was also general agreement
that the committee functions best when the chair-
man is a clinician. Although several excellent com-

THROUGH MEDICAL-STAFF UTILIZATION COMMITTEES

mittees are hended by an anesthesiologist, pathologist,
or radiologist, these appeared to be unusual cases.

C. Flexibility of structure—Chairmen of eommit-
tees felt that, because of differences in sizes and types
of staff and other factors, stereotyped structure was
not desirable. Smaller hospitals, for example, report-
ed success in combining several committees (audit,
records, utilization). Larger hospitals appeared to
find it destrable to confine utilization review to a spe-
cial committee appointed for that purpose.

D. Rotation of commitiee membership.—Some
chairmen reported that they have been successful in
obtaining the co-operation of critical physicians by
arranging to have them serve on the committee. Be-
cause of the work involved, it appears desirable that
each member’s term on the committee be limited.

E. Value of a “tight” bed situation.—Hospitals
with waiting lists appeared to encounter less difficulty
in getting the utilization committee functioning ef-
fectively than those in which beds were readily avail-
able. As one chairmen stated, “It’s difficult to sell the
utilization program to your own staff and adminis-
tration when there are plenty of empty beds.” Action
to reduce the number of beds staffed for use appears
to be desirable in such situations.

Problems of Utilization Commitiees

Although most committee chairmen were enthusi-
astic about utilization-review work, some were not
so sure, and many cited specific problems. The most
common problem mentioned was the amount of time
required from already overburdened physicians serv-
ing on utilization committees, especially the fime re-
quired for essentially routine work. In addition, a
number of chairmen reported that the medical staff
resented the committee as a police body, and a num-
ber of chairmen felt that committee members were
frequently hampered because of fear of antagonizing
chiefs of service and colleagues.

The Hosprtal Utilization Project

Review of the experience of utilization committees
convinced medical and hospital leaders in Western
Pennsylvania (1) that the original concepts underly-
ing the utilization committees are valid and (2) that
the activities of the committees have had the effect
of giving to most medical-staff members an increased
awareness of the impact of their decisions on health-
care costs and of the necessity for them to give more
thought in their prescription of hospital services.

At the same time, this review of the first two years
of experience revealed certain weaknesses that
should be corrected if utilization committees are to
function most effectively. Most have tended to be-
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come weighed down with routine, time-consuming
review of charts. An insufficient number have (1} con-
centrated on specific factors affecting utilization,
(2) developed criteria for inpatient utilization of beds,
{3) studied administrative factors which may inter-
fere with effective utilization, or (4) made adequate
use of the resources of medical-record-room personnel
in preselection of charts for review, None has made
effective use of the possibilities of statistieal tech-
niques and of data-processing equipment for analyz-
ing groups of cases to identify the nature of variabili-
ty among physicians in their utilization practices.

A number of committees have not been successful
in clarifying misconceptions among the medical staff
about the committee’s objectives. These were usually
commitiees which had not emphasized an educational
approach but rather had attempted to “police” or
deal in an unsympathetic manner with staff men who
had “questionable” cases. ‘

The review of strengths and weaknesses of existing
utilization committees convinced medical and hospi-
tal leaders that much would be gained by assembly
of a full-time staff of trained personnel to provide
continuous technical assistance to the committees.
Accordingly, a prospectus of a three-year “Hospital
Utilization Projeet” was developed. The project
called for a full-time staff, consisting of a medical
director, a hospital administrator, and a statistician,
supported by necessary secretarial and clerical help.

The staff is to provide technical assistance to
utilization committees of individual hospitals by of-
fering consultative services in definition of over-all
objectives, assistance in defining methods for con-
ducting analysis of specific problems, assistance in
use of clerical and mechanical aids and in use of sta-
tistical techniques. In addition, the staff would at-
tempt to develop reliable utilization measurements,
promote interchange and co-ordination among com-
mittees of different hospitals, attempt to develop
joint studies related to specific population groups,
and, finally, explore possibilities for use of centralized
mechanical tabulation techniques.

Specifically, the prospeetus of the Hospital Utiliza-
tion Project lists four activities of the staff:

1. Co-ordinate and help assure continuity of the efforts of
individual hospital medical staff committees in studying
and controlling utilization;

2. Assemble basic data on the dimensions and nature of the
problem of unnecessary utilization, as determined by
the practicing physicians; .

3. Perfect general techniques of recording, selecting, and
assembling medical record data that will minimize the
work and maximize the results of a utilization committee;

4, Develop a uniform mechanized approach to assembling
needed data for utilization committees,

80

The Hospital Utilization Project was estimated to
cost approximately $250,000 during a three-year
period. Medical leaders undertook to raise the neces-
sary funds from industry headquartered in the Pitts-
burgh ares and were met by an enthusiastic response.
The United States Steel Foundation led with a eon-~
tribution of $25,000 for the first year and pledged an
equal gift for the second and the third years. Very
shortly, the funds were in hand, with the result that
the key staff and medical director, Dr. John Nay,
have now been employed. The project opened its
offices on January 1, 1963.

Guiding the project is a steering committee, con-
sisting of representatives of the medical societies and
the Hospital Couneil, representatives of the Medical
School and the Graduate School of Public Health of
the University of Pittsburgh, the Hospital Planning
Association, Blue Cross, and industry.

Summary and Conclusion _

Speaking before the Health Insurance Association
in 1961, Dr. Russell A, Nelson, director of Johns
Hopkins Hospital and past president of the Ameriean
Hospital Association, said, “In the long run, this
utilization-committee ides and its effect by education
of the medical staff, in my judgment, will be the most
important factor in the control of utilization, It will
also have a very useful effect in bringing the medieal
stafl closer to the financial and management side of
hospital operation.”

Experience with utilization commitices during the
past few years in Western Pennsylvania tends to sup-
port Dr. Nelson’s judgment. It is clear that these
committees have (1) increased the physicians’ aware-
ness of their central role in determining utilization
rates, (2) resulted in specific changes designed to im-
prove utilization practices at a number of hospitals,
and (3) improved liaison between medical staffs and
hospital administration with respect to medical-
administrative problems,

Analysis of the Western Pennsylvania experience
demonstrates that there is wide variation in the prac-
tices, procedures, and effectiveness among utilization
committees. This finding has led to the formation of
a well-staffed Hospital Utilization Project, co-spon-
sored by the Medical Society and the Hospital Coun-
cil, to assist utilization commitiees of individual hos-
pitals, co-ordinate their activities, and help to devel-
op efficient methodology.

The key to the success of the utilization-committee
effort in Western Pennsylvania has been the leader-
ship provided by dedicated officials of the Medical
Society.



Discussion

M=, Miro AnpersoN: First, I want to say this
has been one of the most interesting programs I have
listened to. I think there has been one omission in
it—that no practitioners of hospital administration
have spoken.

The practitioner of hospital administration, you
have to admit, views utilization studies as being
aimed toward reducing occupancy, for they have a
stake in occupancy. One of the important considera-
tions is weekly change in utilization, the tremendous
drop in census on the week ends, and the inability of
hospitals to adjust their staffing in proportion to
weekend drop. Unless a hospital closes a floor, over-
head does not change very much, and closing the
fioor every week end is impractical.

We happen to live in an area where the shortage
of personnel is not severe, and we could staff reason-
ably well without too much cost seven days a week.
But fewer and fewer doctors wish to use hospitals on
Saturdays and Sundays, and fewer and fewer patients
want to be in a hospital on week ends. Consequently,
the census drops on Thursday. I think this situation
is due in part to the prevalence of sick-leave benefits;
patients entitled to sick leave would just as soon be
in the hospital on company time. We even had a
patient who had to be admitted on Tuesday so that
he could appear on Monday for his unemployment
check, because the unemployed must prove they are
able to work to get the check. These circumstances
influence oceupaney and eost because, as M.
MeNary said, the most important influence on cost
is occupancy.

We have heard in the last couple of days that
utilization can be manipulated, but we have not been
told how muech this saves the community. I think
what we need to do is, in some way, to utilize the
hospital on Saturdays. Most of the medical practice
on week ends, in our hospital at least, is done by the
young doctor getting started, who will see a patient
whenever the patient needs attention.

Of course, physicians are human beings with
families, and they want as much time at home as
possible. But week-end utilization of the hospital
would help to reduce unit costs.

Mpr, Siemonp: The Hospital Council of Western
Pennsylvania has been doing some studies in utiliza-
tion control—an area which is of major significance
for hospital management. They are trying to control

occupancy rates, getting them as high as possible by
reducing fluctuations in census, and then reducing
the number of beds.

One thing becomes clear as daily fluctustions in
census are analyzed, especially on a community-wide
basis, namely, that the week end fluctuation in cen-
sus, numerically, is not the biggest part of the total
fluctuation. It is one that sticks in your mind, but it
is only a part of the problem. We found that the
hospitals that seemed to be the most popular with
the patients, which would appear to be the better
hospitals; had the lowest week-end fluctuations. They
also had the highest occupaney. There is a relation-
ship there: the lower the occupancy, the bigger the
week-end fluctuation; the higher the occupancy, the
less the week-end fluctuation.

Some hospitals have developed techniques for con-
trolling this situation. We have found that hospitals
which work on this problem, especially if there is a
tight bed situation, can develop in the medical staff
a lot of interest in six-day and then seven-day opera-
tion. One hospital that first shifted to & full six-day
operation, changed to a full seven-day operation on
January 1, 1962, Interestingly enough, this hospital
found that a number of patients prefer this schedule,
for they want to minimize the time away from their
regular duties, and would like to get their hospitali-
zation over with on a week end or, in a nine-day
stay use two week ends. The younger doctors also
are satisfied with the longer week. Furthermore, if
there is trouble getting into the operating room, the
week end offers a better opportunity.

The hospital that shifted to a six-day operation,
and then on January 1, to a full seven days, made
an analysis and found that the actual number of
additional personnel needed to staff the seven-day
operation was minimal, When the work in the hos-
pital was scheduled so that employees knew in ad-
vance their free days, the workers were well pleased
with the arrangement. By operating a full week, this
hospital is bringing in an amazing amount of addi-
tional revenue, Apparently, patients are satisfied to
come in on week ends.

I would suggest you make an analysis of your own
sibuation to determine how many of the physicians
are in the hospital every day and how many positions
or activities are now operated on a seven-day basis,
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The small number of additional personnel needed for
longer operation will surprise you.

The opportunities for controlling census ﬂuctua~
tion within an institution and among institutions
through week-end operation and other means are
really exciting.

CramrMAN: Well, since people have been found
who want to be hospitalized over the week end, what
about the census problem in December and January?
‘We may still be looking for those two school teachers
who went to the hospital for Christmas on their Blue
Cross. I don't know how we are going to equalize the
load for those months.

QuesTion: Moving closer to the basic problem,
which may be the cost of giving volume of care rather
than the volume itself, I believe that a very inter-
esting point has not been fully explored. Use is com-
posed, obviously, of several components, such as
obstetrics, a random, non-determined phenomenon.
Care of emergency patients and care of critically ill
people are other factors that continue to affect the
week end load. Care of the patient who is chronically
ill, who is going to be in the hospital for thirty days,
contributes to a stable week-end load, whereas other
components of the load are likely to be very unstable
and have distingt patterns of reeurrence—scheduling
appendectomies and tonsillectormnies only on certain
days, for example.

In Manchester, England, I was interested to
find that, with progressive patient care, they were
reducing their staff load to meet the fluctuations in
occupancy, although without closing beds. This ad-
justment was possible in part because they had a
much better prediction of the week-end load than
do most of our hospitals.

QuesTion: I would like to question Dr. Roemer's
conclusion that the government should control the
number of available beds. Generally, I am one who
feels that we should have less and less government,
rather than more and more. My opinion is that with
government in the pieture, we always end up with
something more expensive. In this case, my feeling
would be that, if the government took over the job
of deciding how many beds an area is to have, polit-
ical pressures would cause us to end up with too
many beds.

1 think Dr. Roemer made a reference to such a
result in Canada and other countries where decisions
are made by the government. He pointed out that
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they have more beds per thousand than we have. My
feeling is that the right answer to the problem of
supplying the beds needed will be reached through
a voluntary system and the voluntary planning
agencies that are coming into being should tackle
this problem. Of course, I recognize the weaknesses
of the voluntary way. I would like to ask Dr. Roemer
how, in view of the facts he brought out himself, he
comes to the conclusion that government should
control the number of beds.

Dr. RoeMer: I think you are right that govern-
mental surveillance over the supply of beds might,
indeed, result in the supplying of more beds than
would lack of such surveillance. The usual apprehen-
sion, however, is in the opposite direction. Most
people who take a dim view of public control over
hospitals fear that the lid would be kept down on
bed construction. I was pointing out that, in fact,
government control has not worked that way. I
think, however, that such control would serve to
protect hospitals against irresponsible attacks regard-
ing the utilization question. Through the bed supply,
it would establish over utilization a ceiling which
would be calculable in advance.

I agree with the statement of one of the speakers
who suggested that we do not really know what
effect, a given utilization rate exerts on costs, since
there are large fixed costs that go on even though
utilization on a given day may be reduced by, let's
say, 10 or 20 per cent.

In any event if a particular bed supply has been
determined by public policy in a state or region, the
public is, in effect, saying that they are willing to
pay the cost for supporting that number of beds.
That is really what they have said in Canada and
Europe and elsewhere.

I think this poliey would also permit the budgeting
of hospital costs on the basis of the true costs of oper-
ation, rather than on the present basis of per diem
payments, which leaves a lot to be desired. In the
Canadian provinges it is assumed that maintaining a
given bed supply costs a certain amount per annum,
and hospitals are paid almost irrespective of their
occupancy rates. Thus, they are paid the fixed costs
of operation of a given bed supply over a given period
of time, with some small additional factor for occu-
pancy which takes account of variable costs. On this
basis, the financial tasks of the administrator have
been greatly simplified.



Concluding Remarks by Chairman

I know we could go on, and it is & shame not to
have opportunity to do so with the talent on this
floor. But I think we are approaching the end.

This past hospital administrator has one or two
closing remarks he would like to make. It is an in-
teresting time we have come through. In my early
history and yours, the problems were not enough
hospitals, people unable to pay for care, not enough
good care well distributed. We now are beginning to
approach what the public wants in the way of care.
We are hunting for solutions for the remaining prob-
lems, but as we search for our solutions, we have to
be sure of the direction in which they are going to
carry us. Thinking over yesterday’s program, I con-
elude we are certainly between Scylla and Charybdis.

I thought Mr. Ray Brown made an unusually good
point by reminding us that we are talking about sick
people. We are talking about the sort of care we all
want when we or someone dear to us ig sick. We are
talking about almost insatiable demands that must
be met if we are going to deliver care of good quality.

On the other side, we are beset with spiraling
costs. We are trying to sail through those straits,
while blown about by winds directed at us from
several quarters by some large purchasers. But we
are fortunate that it is not only one purchaser who
is concerned. Our greatest opportunity for trimming
sails and getting through is voluntary health insur-
ance, but industry, labor, and the consumer are all
concerned and we must do some trimming of sails if

we do not want to see all that power concentrated
in one spot. Criticism of the sort that we have been
discussing we must look at carefully, and correct the
conditions where possible.

My greatest worry is that, with the demand for
good care, and with spiraling costs, the public may
at some stage say: “Well, we are tired of hearing all
the tallk. Let’s turn it over to government, which is
the natural protector of the public.” Whether such
a system would work better than our present one, I
think we question.

‘We have heard a good deal about regional plan-
ning. I don’t see how we can meet the criticlstos
without it, but the possibility that regional planning
will be given too much authority before we know the
right answers to our problems worries me.

There aren’t any pat solutions to a lot of the prob-
lems we have discussed. We don't know how to con-
trol costs and still deliver adequate care. Therefore,
we certainly do not want too much weight attached
to snap suggestions for cost-cutting. So far, we have
succeeded in avoiding that danger, but holding the
line puts quite a load on all of us.

Again, let me thank the people who have partici-
pated, No one who was invited to speak refused.
Some of them hesitated a little, and you can well
understand why. They had to spend time and energy
in collecting their information and putting it before
yvou in an orderly fashion. They have done a mas-
terful job.
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Appendix

Guide o the Establishment and Functioning of a
Medical Staff Utilization Committee

Guide co-sponsored by the Tenth Councilor Dis-
trict of the Pennsylvania Medical Society and the
Hospital Council of Western Pennsylvania, approved
by the Pennsylvania Medical Society, and published
by the Hospital Service Association of Western
Pennsylvania (Blue Cross).

Introduction

The medical profession has a basie role in ensuring
proper and effective utilization of hospital beds and
services. The physician decides upon admissions,
orders diagnostic tests, drugs, treatments, and nurs-
ing procedures, and determines the period of hospital-
ization. These decisions affect the scope of hospital
facilities, the quality of care and hospital costs. Other
factors which also affect hospital utilization include
community standards, the patient, hospital manage-
ment, and prepayment plans.

Organized medicine has officially recognized its
key role in utilization of hospital services by resolu-
tions of State and County Medical Societies.

Subsequent to the State Insurance Commissioner’s
Adjudication on April 15, 1958 on the Blue Cross
filing for a rate increase, the Board of Trustees of
the Medical Society of the State of Pennsylvania
approved the following resolution:

1. The Board of Trustees should bring this entire prob-
lem to the attention of all county medical societies.

2. The county medical societies should be asked to re-

port on the number of hospital staffs which presently have
admission committees.

3. The Board of Trustees should encourage county
medieal societies, hospital staffs, and all phhsicians to cre-
ate admission committees where they do not exist.

4. The Board of Trustees should encourage the co-
operation of the entire medical profession with the Blue
Cross plans.

TFollowing action by the Allegheny County Medi-
cal Society on September 16, 1958, a letter was sent
by the Secretary of the Society to medical staffs of
all hospitals in the county requesting the formation
of “a strong and active Admissions Committee, FHos-
pital Utilization Committee or Audit Committee. . . .
The function of such committees should be to review
hospital admissions, necessity for them, length of
stay and over-utilization of stay in hospitals.”

A resolution (No. 36) bearing further on the sub-
ject originated from the Tenth Councilor District
of the State Medical Society (Allegheny, Beaver,
Lawrence, and Westmoreland Counties) and was ap-
proved at the annual meeting of the State Medical
Society on October 14, 1958. This resolution grew
out of negotiations with a number of third-parties
and read as follows:

Resolved, That authorized representatives of the Medical
Society of the State of Pennsylvania be directed to request
for review those records and reports of hospital staff com-
mittees responsible for maintaining a high quality of medi-
cal care and the proper utilization of hospital beds and
facilities; and be it further

Resolved, That the Medical Society of the State of
Pennsylvania should not defend any medical staffi who
refuses such a request or fails to have properly funectioning
committees; and be it further

Resolved, That the Medical Society of the State of
Pennsylvania take all means within its power to see that

any deficiencies revealed by these records are properly
handled; and be it further

Resolved, That the authorized representative of the
Medieal Soeiety shall be required to use proper discretion
with regard to their content and to report to the appropri-
ate hospital committee recommendations {or correction of
any deficieney encountered and to fake appropriate action
when indicated. .

As a result of such actions by the County and
State Medical Societies, a number of hospital admin-
istrators and chiefs of staff requested guidance in the
establishment of medical staff Utilization Commit-
tees. Interest was expressed in the need for delinea-
tion of committee duties, organization, relationships
with other medieal staff committees and administra-
tion, and the actual methodology to be used for
effective committee funetioning. In discussions held
among representatives of the Tenth Councilor Dis-
trict, the Hospital Council of Western Pennsylvania
and the Hospital Service Association of Western
Pennsylvania (Blue Cross) agreement was reached
on the desirability of formulating a guide dealing
with the establishment of a Utilization Committee.
Such a guide, it was agreed, would be jointly spon-
sored by the four County Medical Societies of the
Tenth Councilor District and the Hospital Council
and be published by the Hospital Service Association.
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This guide is not a set of specific rules but rather
a suggested outline for each hospital medical staff in
developing its own program. In instituting its Utili-
zation Committee activity, each medical staff may
wish to adapt the various suggestions made in this
guide to its own structure and traditions. The entire
publication has been reviewed and approved by the
following:

The Four County Medical Societies of the Tenth
Councilor District of the Medical Society of the
State of Pennsylvania

WiniaM A. Barnerr, M.D.
Heryaxw Busa, M.D.

Jomn 8. Doxarpson, M.D,
Wisur E. FLANNERY, M.D.
‘WenpzELL B, Gorpow, M.,
MareEw MamsEaLL, Jz., M.D.
James B, McCrenaman, M.D.
Georee W. Moorg, M.D.
Lestie 8. PiercE, M.D.

The Hospital Council of Western Pennsylvania

MaseL A. BARRON JoEr B. MarLLoxN
E. Remp Capby Janes I. McGUIRE
Josepe F. FRIEDHEIM Rarrs L. OUTrEN
Epwarp C. Linx WiLsoN E. Tucker

Purpose of the Utilization Commditee

A Utilization Committee is established within the
medical staff of & hospital to assure that all of the
inpatient service given is necessary and could not
be provided as effectively in the home, office, hospital
outpatient department or some other more appro-
priate, available facility. The Utilization Committee
analyzes and identifies factors that may contribute
to unnecessary or ineffective use of inpatient services
and facilities and makes recommendations designed
to minimize ineffective utilization.

The Utilization Committee is a fact-finding, edu-
cational instrument of the medical staff without
authority directly to effect changes in procedures or
lessen the responsibility and privileges of other med-
ical staff committees or individual members of the
medical staff. It operates to strengthen the responsi-
bility and authority of existing medical staff and
administrative strueture by making praetical recom-
mendations to the appropriate body for consideration
and action.

The Utilization Committee devotes particular at-
tention to the following areas which generally account
for ineffective utilization:

Unnecessary admissions,

Excessive length of in-patient stay.

Delay in use or overuse of X-ray, laboratory, and other

diagnostic and therapeutie services.
Delay in consultation and referral.
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In each of these categories, the Utilization Com-~
mittee provides answers to such questions as the
following:

How many of such cases are there?

‘What factors contribute to these conditions?

What practical recommendations can be made to the
medical staff, chiefs of clinical and non-clinical services, ad-

ministration, prepayment plans and to the community to
avoid these situations?

Organizing the Ulilizations Commaliee

A. Appointment of members.—Appointment of the
chairman and Committee members should be made
by the President of the Medical Staff in accordance
with existing bylaws governing the organization of
medical staff committees. Generally, appointments
should be for a one-year period ; reappointments may
be made.

B. Size of the commilice.—The actual number of
members of the Committee will be influenced by the
size and organization of the medical staff and the
number of hospital admissions. For effective fune-
tioning, however, the Committee should usually
number no less than five and no more than fifteen
members.

C. Composition of the commaitee.—Membership on
the Committee should include the chiefs of each
major department or a representative designated by
the chief.

It seems advisable that the full-time staff physi-
cians from the departments of pathology, radiology,
and anesthesiology be represented on the Committee.

The hospital administrator, or his designated
assistant, should attend the meetings. The adminis-
trator should be responsible for the minutes of the
meeting and for furnishing information on adminis-
trative procedures and policies which the Committee
may request,

Members of the medical stafl who are not on the
Utilization Committee may be invited fo serve tem-
porarily on the Committee when specific areas of
study are selected in which they have special com-
petence.

The chief resident, the medical record librarian,
the chief social worker and other hospital department
heads should sit in at meetings, on invitation from
the Committee.

D. Meetings—The Utilization Committee should
meet as a group once & month to conduct its activi-
ties. More frequent meetings may be held if deemed
necessary by the chairman. Review of cases and ree-
ords will be done by Committee members prior fo
the regular meeting. Presentation of findings should
then be made to the full Committee for discussion
and disposition.



If the size of the medical staff and the extent of
its organization warrant, the Utilization Committee
may be divided into medical and surgieal subeom-
mittees which will be concerned with cases relating
to their respective services. Such subcommittees may
meet independently for initial case reviews; however,
analyses and findings should always be presented
before the full Utilization Committee for review and
recommendations.

Relationships

A. With ehiefs of service—The Committee will
need to maintain liaison with the chiefs of service for
referral of particular situations indicating question-
able or inappropriate utilization.

B. With other commiliees of the medical staff—The
Utilization Committee should work closely with other
medical stafi cominittees, seeking their assistance
when indicated.

1. Medical Record Committee. The work of the
Utilization Committee is largely dependent upon the
availability in the hospital of up-to-date charts which
contain sufficient information to justify the decisions
made by the attending physician in charge of the
case and to permit objective review. The analyses of
the Utilization Committee may point up inadequa-
cles in the charts not revealed by review from the
standpoint of accrediting bodies, legal requirements,
or quality eontrol. Recommendations for improve-
ment of medical records, including possible revision
of forms, should be referred to the Medieal Record
Committee for appropriate action. In conjunction
with its work, the Utilization Committee may wish
to recommend various changes in forms and record
procedures to the Medical Record Commitiee.

2. Tissue Committee. In general the Utilization
Committee will need to maintain elosest liaison with
the Tissue Committee which is responsible for estab-
lishing the justification for surgery done in the hos-
pital. The chairman of the Tissue Committee should
have a standing invitation to attend meetings of the
Utilization Committee.

3. Operating Room, Admissions, Pharmacy, and
other medical-staff Committees. Many of the recom-
mendations of the Utilization Committee will be
referred to the Operating Room, Admissions, Phar-
macy and other medical stafl committees for review
and aetion, thus requiring close Liaison with them.

Punctioning of the Ukilization Comunitlee

A, Beview of charts.—In general, the Committee
will funetion by reviewing and evaluating charts of
discharged inpatients, The Utilization Committee
may also concentrate on daily screening of cases
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admitted to the hospital. This approach is of special
importance in hospitals with extensive bed shortages
and waiting lists and where Admissions Committees
are not functioning. It must be recognized, however,
that information available at the time of admission
is sometimes insufficient for objective evaluation of
the need for hospitalization. In addition, this ap-
proach does not consider the problem of excessive
length of stay. For these reasons, it is desirable that
the Utilization Committee devote its major efforts
to consideration of completed charts of discharged
inpatients.

It is obviously not possible or even desirable for the
Committee to examine the chart of each inpatiens.
The work load should be divided among the Com-
mittee members and the review should be based upon
selection in advance of the most appropriate cate-
gories of cases.

B, Number of charis to be reviewed.—FEach mem-
ber of the Committee should be assigned responsi-
bility for reviewing from fifteen to twenty charts in
advance of each meeting and should be prepared to
discuss those charts which raise specific questions.
The number of eharts to be reviewed can be inereased
or decreased on the basis of experience and in relation
to the types of studies undertaken. To the extent
possible, each Committee member should review
those types of cases in which his judgment would be
best, based on experience and training.

C. Classes of charts fo be reviewed.—The Com-
mittee will funetion most effectively if it limits its
studies to specific problems and specific types of
cases. The following categories of cases may be
selected for review at different times:

1. Long-stay cases. Approximately one-third of
all non-maternity inpatient days in general hospitals
are provided to the 5 per cent of the patients who
remain in the hospital for more than thirty days.
Any savings in days of ecare to this group can have
greatest potential impact on the total volume of in-
patient service. Long-stay cases would therefore ap-
pear to be the most appropriate subject for initial
study by the Utilization Committee. At first, every
case which remains over thirty days should be
studied. As progress is made, the period of stay for
cases to be studied may be shortened. Currently hos-
pitalized cases as well as those previously discharged
are suitable for review. .

2. Short-stay cases. Over 10 per cent of all cases
admitted to general hospitals are discharged after
one or two days. Included among these cases may be
a significant number admitted for diagnosis or minor
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surgery which might have been provided as effec-
tively without admission. Each short-term case
where the need for admission is questionable should
be reviewed.

3. Cases questioned or rejected for payment by
prepayment plans. Analysis of cases questioned or
rejected by prepayment plans as representing unnec-
essary hospitalization may provide clues to possible
questionable use of the hospital. Various prepayment
plans may be expected to refer cases to the Utiliza-
tion Committee for review and recommendations
through the Tenth Councilor District. Review of re-
jected cases may also provide a basis for development
of better understanding with prepayment plans, im-
provement of their procedures, and better service by
physicians to subscribers. Cases which the Utilization
Committee believes have been improperly rejected
by prepayment plans should be referred to the proper
Tenth Councilor District Committee for disposition.

4. Cases in a specific diagnostic or operative cate-
gory. Usually the work of the Committee will be
carried out by study of all of the recently discharged
cases with a specific diagnosis or operation. A differ-
ent diagnosis or operation can be studied each month.
This technique permits comparison of differences in
pre-operative and post-operative length of stay and
in use of various ancillary services from case to case
for individual physicians, for cases admitted on
different days of the week, for cases seen by the
attending physician prior to admission in contrast

. with those not seen, ete, Special attention should be
given to identifying the different characteristics, if
any, of the patients with the same diagnosis who had
the longest stays in comparison with those who had
the shortest stays.

D. Use of the professional activity study.—The
Professional Activity Study (PAS) of the Commis-
sion on Professional and Hospital Activities, Inc., or
a similar system, could be extremely valuable to the
Utilization Committee.

PAS provides detailed listings of all cases, classified
by diagnosis, and shows pertinent facts concerning
the management of each case. These listings permit
rapid and systematic screening of cases to be selected
for detailed review by the members of the Utilization
Committee without posing an unnecessary burden
on them,

PAS also simplifies the task of authorized repre-
sentatives of the Medical Society of the State of
Pennsylvania in carrying out their duties under Res-
olution No. 86 for reviewing “records and reports of
hospital staff committees responsible for maintaining
a high quality of medical care and the proper utiliza-
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tion of hospital beds and facilities.” A description of
PAS is included in Exhibit I (see p. 90).

E. Use of check list or review form.—A check list
or review form should be used by members of the
Utilization Committee in reviewing charts. The ad-
ministrator and medical record librarian should assist
in designing a general form. Special forms may be
designed for use in studying specific classes of cases.

A suggested check list is shown in the Appendix
as Exhibit I. The first section of the form is com-
pleted by the medical record librarian. The second
section, which is completed by the member of the
Utilization Committee, includes & number of items
to be marked ‘“‘yes” or “no,” with space for detailed
explanation where indicated. The remaining portion
of the form is to be used for recording any action to
be taken by the Utilization Committee, together with
recommendations made and the final disposition.

To keep the records confidential, the patient
should be identified by hospital number only, while
the names of the attending physician(s) and mems-
ber(s) of the Utilization Committee reviewing the
record should be in code.

Initially, it is advisable to become familiar with
the various questions and explanatory comments on
the check list and thus gain a general understanding
of the points covered. The check list can be com-
pleted most rapidily if the medical record is reviewed
first in its entirety and management of the case
studied.

F. Obiaining additional information from the altend-
ing physician—In some instances the Committee
member reviewing the chart may feel a need for addi-
tional information. Discussion with the attending
physician should be encouraged in such circum-
stances. The Committee should develop a general
policy on the conditions under which these eonsulta-
tions are held. In some instances the attending physi-
clan may be requested to meet with the Utilization
Committee in order to provide additional information.

G. Records—The Utilization Committee should
maintain adequate summary records of its activities.
In general, these summaries can be developed from
the data recorded by the Committee members on the
check list forms and should be incorporated as part
of the Committee minutes. Summary records should
inelude the total number of charts reviewed by ap-
propriate category and identified by case number,
the number of charts in which a question was raised
concerning unnecessary utilization and the disposi-
tion of cases reviewed.

All records of the Utilization Committee, including
the check list, should be kept confidential and be
available only to the Executive Committee of the



Medical Staff, The check list should not be filed with
the medical record. The records of the Utilization
Committee would appear to fall in the same category
a3 those of the Tissue Committee from the standpoint
of legal considerations.

H. Follow-up and recommendations.—Whenever the
Utilization Committee’s analyses reveal any possible
evidences of unnecessary utilization, the Committee
should consider possible avenues of correction. In
general, this will take the form of a recommendation
that the appropriate medical staff committee, chief
of service or member of the administrative stafl ex-
plore the problem and report the disposition of the
matter back to the Utilization Committee for its in-
formation and records. For example, recommenda-
tions directed to administration might involve analy-
sts of cases indicating need to:

Ingtitute methods to overcome delays in transmitting
orders and carrying out various diagnostic and therapeutic
procedures.

Overcome inadequate week-end and night coverage.

Strengthen social service,

Integrate the admission schedule and the operating-
room. schedule.

Increase the availability of ambulatory patient services,

Examples of problems to be referred to chiefs of
service might include:

Analysis of cases indicating delay or neglect in obtaining
consultation,

Analysis of wide variation in length of stay of cases with
the same diagnosis.

Consideration of unnecessary hospital admissions.

Consideration of unnecessary utilization of laboratory,
X-ray, and other ancillary services.

1. Reports. The Utilization Committee should
make quarterly general reports to the Medical Staff’s
Executive Committee and to the Joint Conference
Committee of the Board of Trustees and Medical
Staff. These reports should also be available to the
Censors’ Committee of the Tenth Councilor District.
Major points to be included in the reports should be:

The number of cases reviewed by category and the
major findings.

The disposition of the cases reviewed.

"The general recommendations made,

The actions taken as a result of the recommendations.

EXHIBIT I
UriLizatioN CoMMITTEE CEECE LIST

This check list is presented for the guidance of the
Utilization Committee in devising its own review form. It
is suggested fhat the check list be adapted to the type of
records being kept by the individual hospital.

(T'o be completed by medical record tbrarian)

Patient’s Hospital Number....oooceoeeeeeenc
Age 2 S
Length of Stay (Days)

APPENDIX 1

Clinical Service(s)....
Attending Physician(s) (Coded)
(If transferred, give all)
Day of week admitted (Monday, Tuesday, ete.).oceeen

If there was a consultation, indicate the number of days
between:
{A) Admission and request for consultation.

(B) Request for consultation and date answered

1f surgery was performed, indicate the number of days
between:
{A) Admission and Operation
(B) Operationand Discharge
Admitting Diagnosis

Discharge Diagnosis
(To be completed by reviewing physician)
Please check the appropriate column. Give explanatory

notes if “yes” or “no” answer suggests possibility of exces-
sive or unnecessary use of inpatient facilities.

Yes No
1. Could services have been provided on an
ambulatory basis?
O O
2. Were diagnostic studies:
A. Ordered as soon as possible after ad-
mission?
o O
B. Provided as soon as possible?
-------- g o
C. Reported promptly?
o 0
3. Were any diagnostic studies ordered un-
necessarily?
O O
4. A, Does the interval between admission
and the request for consultation appear
to be too long?
------- SE——— .
B. Was there a delay in the provision of
the consultation?
...... 0O
5. Was the period between admission and
operation prolonged?
- 1 il
6. Does the post-operative petiod appear
prolonged?
[ .
7. If indicated, was transfer to another elini-
cal service carried out promptly?
------------------- J o

as



Yes No
8. Were doctor's visits to the patient suf- :
ficiently frequent to provide promptest
possible diagnosis and treatment?

9., Was hospital stay prolonged because of
family or social factors?

................................. .0 d

10. Could the length of stay have been short-
ened by transfer to:
A. Convalescent nursing home?

B. Chronic disease facility or institution
(e.g., county home, mental disease
facility, domiciliary care facility, home
for the aged, ete.)?

11. Could the patient have returned home
sooner through use of visiting-nurse,
homemaker, or home-care services?

12. Were discharge orders written at the ap-
propriate time?

13. Could the length of stay have been short-
ened without adverse effects on the
patient?

14. If the length of stay seems excessive, eould
the patient’s “free’’ status or prepayment
coverage have been a factor?

Summary of possible unnecessary utilization:

Recommended disposition by reviewing physician:
No action necessary....
Referred to Utilization Committee

Disposition by Utilization Committee:

NG LEHION NEEESSALY oo emereemremremssem o emmmmss s stsssea s iy rossees

Referred to: Director of Clinical Dept
Medical Records Committee
Admissions Committee
Txecutive Committes. . ....aomeemvine
Pathology Department.... ..ocinmnconraiees
K-ray Department. ...
Administrator ...

If any matter pertaining fo the case is referred for follow-u

as indicated above, specify reasons, any recommendations

made, and final disposition.
.......................................................................... M.D. (coded)

{Chairman of Utilization Committee)

0

EXHIBIT I
DESCRIPTION OF THE PROFESSIONAL ACTIVITY STuDy

The Commission on Professional and Hospital Ac-
tivities, Inc., is a non-profit organization sponsored
by the American College of Physicians, American
College of Surgeons, American Hospital Association,
and Southwestern Michigan Hospital Couneil. The
Professional Activity Study (PAS) is a system devel-
oped by this Commission which makes it possible for
hospitals and medical staifs to routinely receive in-
formation derived from the hospital's own medical
records. Under the system, specific objective data are
abstracted from charts by the medical record librar-
jan onto “Case Summary Code Sheets” and for-
warded to the Commission in Ann Arbor, Michigan.
Mechanized, punch-card methods are then used by
PAS to analyze the data and develop a variety of
informative statistical reports on patient treatment
and elinical experience in the hospital.

Regular monthly reports from PAS to partieipat-
ing hospitals include discharge analyses by hospital
service classification and diagnosis groups; listing of
all patients by final diagnosis; listing of all patients
operated upon, according to first operation; and
listing of deaths. Semiannual reports from PAS in-
clude diagnosis operation, physician and surgeon
indexes; and summaries according to specific dis-
eases, diagnosis groups and operations.

In the listings of patients prepared by PAS, infor-
mation on the following items is shown for each case:
Diagnosis, name of operation or operations, compli-
cations, code for attending physician, number of
consultations, code for operating surgeon, type of
tissue removed, type of anesthesia used, length of
stay, discharge status, sex, age, race, types of X-ray
studies, admission temperature, admission blood
pressure, types of urine examinations, hematology
examinations ordered, admission hemoglobin or hem-
atocrit, admission total white blood count, serology
examinations, chemistry studies, Papanicolaou, ra-
dioactive tracers, BMR, EKG, EEG, number of
whole blood transfusions, physiotherapy, shock ther-
apy, cancer chemotherapy, radiation therapy, anti-
biotics, tranquilizers, hormones, and method of pay-
mettt.

PAS has significant implications for the record
room. Once having completed the “Case Summary
Code Sheet”’ for discharged patients, the medical
record librarian is relieved of the responsibility of
preparing routine indexes and statistics which other-
wise must be handled manually. The problems re-
sulting from detailed clerical work in record rooms
are reduced. Smaller hospitals benefit especially from



PAS by routinely receiving indexes and data which
otherwise they could not develop.

The fee for the Professional Activity Study is $0.25
per patient discharge.
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Participants in the Fifth Annual National
Symposium on Hospital Affairs

Mg, GLen¥ L. ANDERSON Joan N. Bowpex, M.D.

Student Associate Director

University of Chicago Hospital of the University of Pennsylvania

Chicagp, Illinois Philadelphia, Pennsylvania

Mg. J. MiLo ANDERSON Mr. CrARLES E. BRAITHWAITE

Executive Vice-President Hospital Service Corporation of Western New York
Presbyterian Medical Center Buffale 2, New York

San Francisco 15, California Mz, Hexmy G. BRICKIAN

QOpix W. AnpErsoN, Pr.D. Executive Director
GPHA Faculty Massachusetts Hospital Association
Research Director Boston 8, Massachusetts

Health Information Foundation

University of Chicago Mr. Ray E. Browy

. .. GPHA Faculty
Chicago 37, Iliinols Vice-President for Administration
Maz. C. NorMaAN ANDREWS University of Chicago
Agssistant Director Chicago 37, Illinois
Ho-spltal Serv:me. Corporation Mgz. Davip P. BUcHMUELLER
425 North Michigan Avenue
Chicago 90, Illinois Btudent
! University of Chicago
Mg. RosErT W. BACHMEYER Chicago, Illinois
Director
St. Barnabas Hospital Mz. GroRGE BUGBEE

Minneapolis 4, Minnesota GPHA Director

Director

Mr. SaM BarEAM Health Information Foundation
Executive Director University of Chicago
Blue Cross-Blue Shield Chicago 37, Illinois
I%g};ei?;‘a Kansas Mg. Daniern W. Carrs

! Student
MownsigNoRr JouN J. BARRETT University of Chicago
Director Chieago, Illinois

Catholic Hospitals of Archdiocese of Chicago

Chicago 5, Tllinois Donaup J. Caserey, M.D.

Medical Director

Mz, Jorn H. BETIEMANN University of Ilinois Research and Educational Hos-
Student pitals

University of Chicago 840 South Wood Street

Chicago, Illinois Chicago 12, Illinpis

MR. AxTHONY J. BOROWSKI Mgz. James H. CavaNaven

Director Graduate Program in Hospital Administration
Barberton Citizens Hospital State University of Iowa

Barberton, Ohio Towa City, Towa
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Mr. Warp C. CLARk
Student

University of Chicago
Chicago, Illinois

Mgr. Asron CoHODES
Managing Editor

The Modern Hospital
1050 Merchandise Mart
Chieago §4’ Tllinois

Mgr. Deax CoNLEY

Executive Director

American College of Hospital Administrators
840 North Lake Shore Drive

Chicago 11, IHinojs

Mg, James A. CoNNELLY

GPHA Faculty

Assistant Superintendent

University of Chicago Hospitals and Clinics
Chicago 37, Illinois

Mz, Epwarp J. CoNNORS
Superintendent
University Hospitals
Madison, Wisconsin

Mz. ArxeLr B. Coox
Executive Director
Butterworth Hospital
Grand Rapids 3, Michigan

Mz, Howarp ¥. Coox
Director

Chicago Hospital Council
Chicago 11, Hlinois

Mgz. Donarp W. CorpEs
Administrator

Towa Methodist Hospital
Des Moines 14, Iowa

M=z, Jacqoues Cousin

Executive Director

Greater Detroit Area Hospital Council
Detroit 26, Michigan

Mz, A, 8. Daxrer
Executive Director
South Chicago Community Hospital
Chicago 17, Ilinois

Mg. Joax M. DaNIELSON
Administrator

Evanston Hospital Association
Evanston, Ilinois
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Mpgr. Pavs R. DonnNELLY

Department of Hospital Administration
Saint Louis University

Saint Louis 4, Missouri

Mr. Harry N. Dorsey

Administrator

University of Pittsburgh

Western Psychiatriec Institute and Clinie
Pittsburgh 13, Pennsylvania

Mgr. Danier L. DrosNESS

Hospital Utilization Resarch Project
Department of Publc Health
Berkeley 4, California

M=z. RicEarp L. DURBIN
Administrator

Tucson Medical Center
P.O. Box 6067

Tucson, Arizona

Pavn J. FEipsTemN, PR.D.

Director, Division of Economies and Statistics
American Hospital Association

Chicago 11, Illinois

Mg. StanpEY A. FERGUSON
Administrator

University Hospitals of Cleveland
Cleveland 6, Ohio

Mzr. Teomas B. FrrzraTRICK
Program in Hospital Administration
University of Michigan

Ann Arbor, Michigan

Mgz, Kennere G. Fry
Asgsistant Director

Blue Cross Hospital Service
Indianapolis 9, Indiana

Mr. VERNON W. ForsMax

GPHA Faculty

Assistant Superintendent

University of Chicago Hospitals and Clinies
Chicago 37, llinois

Mn. Cuarizs H. FreNzEL

Director

Program in Hospital Administration
Duke University

Durham, North Carolina

Mn. JosepH F. FRIEDHEIM
Director

Jameson Memorial Hospital
New Castle, Pennsylvania
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Mg. Joun W. GERDES

Program in Medical and Hospital Administration

University of Pittsburgh
Pittsburgh 13, Pennsylvania

Mp=z. Freperick H. Gisss

Program in Health Care and Hospital Administration

George Washington University
Washington 6, D.C.

Me. RicEARD D. GIFFORD

Assistant Superintendent

University of Chicago Hospitals and Clinics
Chicago 37, 1llinois

Mr. Gerarp GorpoN

GPHA Faculty

Research Associate

Health Information Foundation
University of Chicago

Chicago 37, Illinois

Mgz. CuarLEs R. GoULET

GPHA Faculty

Superintendent

University of Chicago Hospitals and Clinics
Chicago 37, Illinois

Mg. Lap F. Grapsxx
Director

University Hospital
Baltimore 1, Maryland

Mgz. Jory R. GRIFFITH

Agsistant Professor

Program in Hospital Administration
University of Michigan

Ann Arbor, Michigan

Mr, Janmes E, Hagur
Assistant Director

American Hospital Association
Chieago 11, Tlinois

Jacx C. HavpeEsaw, M.D.

Chief, Division of Hospital and Medical Facilities

Public Health Service
Washington 25, D.C.

Mge. Rosert C. Harpy
Director

University of Arkansas Hospital
Little Rock, Arkansas

Mg. Arexanper HarMmoy

Director

Cleveland Metropolitan General Hospital
Cleveland 9, Ohio
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Mgz. Davip M. HarrigrLp

Asistant Administrator

Decatur and Macon County Hospital
Decatur, Illinois

Mpgr. FreEp D. Havuser
Shattalon Drive, Route 8
Winston-Salem, North Carolina

Mpgr. F. KeNnEtH HELSBY
Executive Director

Group Hospital Service
Kansas City 41, Missouri

Mz. GeorcE K. HENDRIX
Administrator

Memorial Hospital of Springfield
Springfield, Illinois

Mnr. James O, HepNER

Graduate Program in Hospital Administration

State University of Towa
Towsa City, Towa

Henrierra HerBoLsaemMER, M. D.
Director of Student Health
University of Chicago

Chiecago 37, Illinois

Mgz. Lawrence A, HiL

Director

Program in Hospital Administration
University of Michigan

Ann Arbor, Michigan

Mgz. Davio H. Hirr

Associate Administrator

Baylor University Medical Center
Dallas 10, Texas

Mgr. Rem T. HoLmes
Administrator

North Carolina Baptist Hospital
Winston-Salem 7, North Carolina

Mnr. RoBErT 3. HubpGENS
Director

School of Hospital Administration
Medical College of Virginia
Richmond 19, Virginia

Mgs. Rure IncuRAM

Course in Hospital Administration
University of California

Berkeley 4, California

Miss Susan S. JENRING

Executive Direetor

Iansas City Area Hospital Association
Kansas City 41, Missouri



Mg, EveErETT A. JOBRNSON
Administrator

Methodist Hospital

Gary, Indianga

Me. Ricaarp L. Jounson
Asgsistant Director

American Hospital Association
Chieago 11, 1llinois

Mp=r. J. HaroLp JorNsTON
Executive Director

New Jersey Hospital Association
Trenton 9, New Jersey

Mg. Rowarp A. JYpsTRUP
Executive Director

Rochester Regional Hospital Council
Rochester 4, New York

Mz. Davip M. KiNnzer
Executive Director

Hlinois Hospital Association
Chicago 11, Illinois

M=z. HErBERT E. KLARMAN
Associate Professor

School of Hyglene and Public Health
Johns Hopkins University

Baltimore 5, Maryland
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Executive Vice-President
Syracuse Memorial Hospital
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Executive Director

Hospital Planning Council of Metropolitan Chicago
Chicago 3, Illinois

Mg. BERNARD LACHNER
Administrator

Ohio State University Hospital
Columbus 10, Ohio

Gerarp LaSanie, M.D,

Director

School of Hospital Administration
University of Montreal

Montreal, Quebec, Canada

Mg. IFreprIC P. G. LATTNER
Hospital Service of lowa
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Des Moines 7, lowa,

Mnr. ARTHUR A. LEIPINOT
Administrator

Lakewood Hospital
Lakewood, Ohio
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Mg. Leo M. Lyons
Executive Director
American Protestant Hospital Association
Chiecago 11, Illinois

Mg, James M, MacCarrnum
Student

University of Chicago
Chicago, Illinois

Mg. Joux R. McInTirE
Student

University of Chicago
Chicago, Illinois

Mgr. WinLiaM S. McNary
Executive Vice-President
Michigan Hospital Service
Detroit 26, Michigan

Mg, WALTER J. McNERNEY
President

Blue Cross Association
Chicago 11, Illinois

Mg. JosEpH McNINCH

Director

Department of Research and Eduecation
American Hospital Association

Chieago 11, Illinois

REec J. MarcorrE, M.D.
Director

Mount Auburn Hospital
Cambridge 38, Massachusetts

Mg. James F. Marmin

Director

Hospital Administration Program
Xavier University

Cineinnati 7, Qhio

Gorpon M. Meapg, M.D,

Clinical Director

Miners Memorial Hospital Association
Washington, D.C.

Mr. Jorn D. MININGER
Student

University of Chieago
Chicago, Hlinois
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Mgr. Lee Moorz

Director

City Memorial Hospital
Winston-Salem, North Carolina

Mr. Nataanx MoRrRISON
Executive Associate

Associated Hospital Service of New Eork
New York 16, New York

Jorwn A. Navs, M.D,

Medical Director

Hospital Counecil of Western Pennsylvania
Pittsburgh 13, Pennsylvania

Mz. Doxvarp R. NEWKIRE
Executive Director

Ohio Hospital Association
Columbus 15, Ohio

Mzr. Mavrice J. Norsy
Deputy Director

American Hospital Association
Chicago 11, Illinois

Mz. ANpREW PATTULLO
Director

Division of Hospitals

W. K. Kellogg Foundation
Battle Creek, Michigan

Beverny C. Payne, M.D.

University of Michigan Medical Center
Ann Arbor, Michigan

MR. JeroME Porrack, Director

New York Labor Maragement Counecil of Health and
Welfare Plans

New York 17, New York

Mz. H. FenToN PrESTON
2000 Sussex Lane
Winston-Salem, North Carolina

Mgr. DeLBERT L. Price
Vice-President

Gordon A. Friesen Associates
Washington, D.C.

Mz, Lrown C. PuLLen, JE,
Hospital Consultant

Firm of Herman Smith, M.D.
Chicago 15, Illinois

Mn. CLEvELAND RODGERS
Executive Director

Oklahoma Hospital Association
Tulsa, Oklahoma
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Mivron I. RoEMER, M.D,
Professor

School of Public Health
University of California
Los Angeles 24, California

Mkr. Perer H. SaMMoND

Assistant Superintendent,

University of Chicago Hospitals and Clinics
Chicago 37, Illinois

Mr. Roserr C. SANDERSON
Btudent

University of Chicago
Chicago, Ilinois

Mr. Roeert F. Scarss
Assistant Administrator
Baptist Memorial Hospital
Memphis 3, Tennessee

M=, 8. JamMus SCHROEDER
Administrator
Englewood Hospital
Chieago 21, Illinois

Mz. PauL B, SHEATSLEY

Eastern Representative

National Opinion Research Center
New York 3, New York

Mr. Higram SiBLEY
American Hospital Association
Chicago 11, Illinois

Mg. Roserr M. Siemoxp

Executive Director

Hospital Council of Western Pennsylvania
Pittsburgh 3, Pennsylvania

Mg, James STEPHAN

Associate Director

Course in Hospital Administration
University of Minnesota
Minneapolis 14, Minnesota

Frawg C. Surrow, M.D.
Director

Miami Valley Hospital
Dayton 9, Ohio

Mr. Gren Tavror

Executive Secretary

Minnesota Hospital Association
Minneapolis 14, Minnesota

Mg. Evron TEKOLSTE
Executive Director

Indiana Hospital Association
Indianapolis 8, Indiana



I. Oscar Wemssman, M.D,

Research Associate

Hospital Council of Western Pennsylvania
Pittsburgh 3, Pennsylvania

Mrg. Davip WiLLis
Allegheny Hospital Planning Council
Pittsburgh 19, Pennsylvania

Mg. Invin G. WiimoT
Administrator
New York University Medical Center
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Administrator

University Hospital
University of Kentucky
Lexington, Kentucky
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Executive Director
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Director

Aultman Hospital
Canton 10, Ohio
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Administrator
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Pittsburgh 13, Pennsylvania
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University of Chicago
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Director, Personnel Relations
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