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HEALTH CARE CRISIS IN AMERICA, 1971
MONDAY, MARCH 1, 1971

U.S. SENATE,
SU11CO31MITTrEE ON HEALTH OF THlE
COMITTEE ON LABOR AND) PUBLTC WELFARE,

Washington, D.C.
The subcommittee met at 9 :35 a.mn., pursuant to recess, in room 4232,
New Senate Office Building, Senator Edward M. Kennedy (chairman
of the subcommittee) presidinig.
Present: Senators Kennedy, Eagleton, Dominick, and Beall.
Committee star members present.: LeRoy G. Goldman, professional
staff member, and Jay B3. Cutler, minority counsel to the subcommittee.
Senator KENNEiDY. Today the h-ealth Subcommittee. resumes its
hearings into America's health care crisis. Thlis morning we shall
receive testimony from the International Brotherhood of Teamsters
and from an eminent inedical educator.
On Wednesday the subcommiittee will focus on the plight of the
Nation's public hospitals. Specifically, witnesses have'been invited
from New York City, Chicago, and Los Angeles.
A substantial portion of the populus of these cities rely upon the
public hospitals of their community for health care. As the demand
for health services from these institutions has risen, the quality, efficiency, cost-effectiveness, and compassion of the services rendered by
the institutions have deteriorated. The inability of these great hospitals to provide the kind of health care which they and those whom
they serve desire is another tragic manifestation of the magnitude
of the health care crisis.
On Thursday the subcommittee will return to the related issues of
health manpower and medical education. We will receive testimony
from the Carnegie Commnission, which has recently issued a major
report on the need for additional health manpower.
In addition, the Association of American Medical Colleges, which
has also just issued its report regarding increased health manpower,
will testify.
At this point we will enter a statement from Senator Packwood
of the State of Oregon.
STATEMENT OF HON. BOB PACKWOOD, A U.S. SENATOR FROM THE
STATE OF OREGON
Senator PACKWvOOD. One of the frequently heard "criticisms" of
liberalized abortion laws is that our health care delivery system could
(381)
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not stand the additional strain occasioned by the increased demand for
abortion which would result from changes in the law. The intrinsic
right of each woman to control her own body and fertility makes this
an irrelevant as well as illogical argument, but since it is brought up
for discussion, let us have a closer look.
When an unwanted pregnancy occurs, the alternatives are threetermination of the pregnancy legally, termination of the pregnancy
illegally, or carrying it to term. For an accurate picture of the facts,
therefore we must examine the relative demands placed on our health
care delivery system by these three alternatives.
A pregnancy carried to term involves approximately 10 visits to
the doctor, another 2 or 3 hours at delivery assuming there are no
complications, hospitalization for 3 or 4 days and daily hospital visits
postpartum.
The second alternative is illegal abortion, to which an estimated
million American women turn annually. Illegal abortions may be performed by physicians, but also may be performed by anyone from an
auto mechanic to the woman herself. Morbidity and mortality rates
from botched abortions reflect the criminal and unsanitary conditions
t~ypic of illegal abortions. Although it has been difficult at the least
impossible at the worst to obtain information about illegal abortions in this country, one Newv York study is instructive on this point.
The study is based upon a 1965 survey of New York City's 13 municipal hospitals for information on women admitted to the hospitals for
treatment following botched abortions. Of the 2,857 women whose
records were examined, all but 195 required antibiotics, 702 required
blood transfusions (using a total of 1,414 pints of blood), and 2,771
D). & C.'s were performed. These victims of criminal abortionists used
a total of 15,652 hospital-days, an average of 5.5 days per woman.
Three died, and another 38 deaths occurred in the city among women
not covered by the study. The complete report which follows lists
additional findings.
(The report follows:)
SEPTIC ABORTION IN THlE 'MUNICIPAL HOSPITALS

In an effort to evaluate the problem of septic abortion in New York City, a
sample of representative charts from the year 1965 wvas reviewed at 13 municipal
hospitals by a series of three Columbia medical students. This work was rendered
enormously difficult because of (a) the wide variety of definitions of septic abortions among these institutions, (b) the common failure to differentiate between
septic and non-septic abortions in the discharge diagnoses recorded on the charts
01'these hospitals, and (c) the sometimes poor quality of record keeping at these
hospitals.
For the purposes of this study, septic abortion was arbitrarily defined as an
abortion associated with fever of 1010 F or more which could not be attributed
to a concommitant extragenital Infection.
In the case of three hospitals which did differentiate between septic and non.septic abortions in their discharge diagnoses, a 24% sample (223) of the charts
so designated were reviewed. In the case of the other 10 hospitals, which did not
differentiate between septic and nonseptic abortions, a 23%/, sample (1,071) of the
charts of all abortion cases was reviewed. The data below were obtained by extrapolation from these representative samples.
In all, 2,857 patients were hospitalized for septic abortion In these 13 hospitals
In 1965. The characteristics of these patients are shown In Table X.
In 72% of the cases the Interval between last menstrual period and admission
to the hospital was less than 13 weeks. Five hundred and nineteen, or 18%/, admitted Interference with the pregnancy.
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A D & C was performed in 97%o of the cases, hysterectomy In 27, and laparotoiny
In 10.
Blood transfusion was administered In 702 cases or 25%; two hundred sixtynine received one pint of blood; 243 received two pints; and 190 more than two
pints. In all, 1,415 pints of blood were administered.
Antibiotics were given to 2,602 or 93% of the women. Six hundred forty-eight
received one antibiotic; 2,006, 2 antibiotics; and 680, 3 antibiotics.
Thirty-six per cent of the women were hospitalized for 1-3 days, 40% for 4-6
days, 13%1 for 7-9 days, 5% for 10-12 days, and 7% for more than 12 daysaveraging 5.5 days per woman and totaling 16,652 hospital days.
Three deaths from septic abortion were discovered among the study cases.
Thirty-eight other deaths from abortion were known to have occurred in New
York City during the same year, 25 of which were associated with sepsis; of these
25, 13 occurred In the municipal hospitals covered in this review.
COM MENT

The discovery In the study sample, of 3 or 23% of the 13 known deaths from
septic abortion correlates well with the 23% size of the sample Itself. The facts
that during the same year there were 12 other abortion deaths associated with
sepsis In hospitals not Included In the study and 10 abortion deaths not associated
with sepsis (although some in the latter category were undoubtedly due to sponltaneous abortions) suggest that the actual number of women hospitalized In New
York City In 19635 for the complications, of Induced abortion must have been at
least double that reported above--or 5,714 instead of 2,857.
The average cost for at hospital (lay In New York's municipal hospitals In 1965
was $58.35. At this rate the total cost of the 15,652 hospital (lays noted above
would lie $913,294.20. Doubling tils sumn to conipellsate for tinder-reporting
would yield a total cost of $1,826,588.40. The average cost of a municipal hospital
dlay In 1970 Is over $100; using this as the minimum figure would bring the total
cost of the care of these cases to $3,053,170.80. And surely, with the high Incidence
of antibiotic therapy, blood( transfusion, and surgery in these cases, these estimnates are unrealistically low.
Needless to say, these projections are highly specculative. They nonetheless do
add substance to the notion that the price of restrictive abortion laws Is high In
ternis of morbidity, mortality, and money. At tile maximum rate of $160 for
an early ambulatory abortion In New York's municipal hospitals since the new
law, on the other hand, tile above sumn would pay for 22,200 properly performed
ulbortions, which Is probably more than the number of abortions required by
the normal clientele of these hospitals.
TABLE X.-CharactcriVic of 2,857 patients hospitalized

for septic abortion, in 1965
Percent
Marital status:
48
Married -----------------------------------------------------52
Unmarried --------------------------------------------------Race :
43
White -------------------------------------------------------57
Nonwhite----------------------------------------------------Religion :
40
Roman Catholic ----------------------------------------------60
Non-Catholic --------------------------------------------------Age:
15
Under 21 ----------------------------------------------------59
21lto 29 -----------------------------------------------------24
30 to 39 -----------------------------------------------------2
Over 39------------------------------------------------------Parity:
15
Para 0------------------------------------------------------23
Paral ------------------------------------------------------24
Para2 ------------------------------------------------------14
Para3 ------------------------------------------------------Para4 ------------------------------------------------------10
Para 5---------------------------------------------------------60
7
Over 5---------------------------------------------------------
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Kciwooi). Now compa re the t ime anid llitlntower riequHi red
Senator I
for a legal, safe abortion. Wh'lere, abortions are legal, they can be per'formed under sanitary conditions, in clinics and hospitals, and by
licensed physicians. The most common abortion mnethiods require only
a few minutes of the physician's time. and an increasing number are
being performed on anl outpatient basis. As research continues and
new techniques are devised, it is likely that even less physician's time
will be involved and many fewer abortions will require hospitalization.
New York doctors themselves have been found not to feel threat-

ened by the legislation of abortion in their State. According to a survey of New York's obstetricians-gynecologists shortly after abortion
was legalized there, 7 out of 10 stated that abortion requests would
not be'likely to become a burden on their practice. The doctors surveyed reported an average of only 4.2 abortion requests during the
entire week prior to the survey. This low rate is especially significant
since New York had at large baclog of abortion requests at the time
of legalizations, since New York is the only Eastern State currently
permitting abortion as at decision between a woman and her doctor,
and since many physicians (about,30 percent) have so far refused to do
abortions, thereby shifting the "burden" to the 70 percent who will.
The complete survey a copy of which follows, sheds additional light
of the manpower aspects of abortion.
NE~W YORK's OJISTETRICIANS SURvEYEI) ON ABORTION
Arnold, MAL). and Sylvia Wassertheil,
(By Raymond C. Lerner, 11h. D)., Charles B4.
Ph. D.1)
Seven out of 10 New York State obstetrician-gynecologists favor the state's

'abortion on request' law, and are themselIves willing to perform abortions. While
one-fourth state opposition to the law only eight percent would not either perform
an abortion themselves or refer a patient to another physician willing to (10 s0.
These were some of the major findings of a survey of New York og/gyn specialists taken shortly after the liberalization of New York's abortion law JIuly 1.2
The physicians were queried via telephone Interview regarding:
their attitude toward the law,
their willingness to perform or refer a patient for an abortion,
the number of abortions which had been requested of them during the previous
week,
their familiarity with various abortion techniques,
the availability and preparedness of hospital and clinic facilities In their area,
their views on the use of hospitals, clinics and physcians' offices for abortions,
their opinions about whether abortions should be made available to out-of-state

residents,

whether they believed abortions should be provided free to those who cannot
afford to pay and
their views on contraception for women who had an abortion.
There are some 2,800 physicians In New York State who claim obstetrics and

gynecology as their primary or secondary specialty. A 50 percent sample of these
was drawn for the survey, and 1,146 (83 percent) of physicians' Interviews were
completed; 0.4 percent were refused, and 10 percent proved to be unavailable for
Interview during the time of the survey. The field work was conducted by the
National Opinion Research Center of the University of Chicago.
Lerner, Charles B. Arnold and Sylvia Wassertheil are Assistant Professors
Raymond C.Health
Of 1Community
at the Albert Einstein College of M~edicine. This study was wholly
supported by the Blo-Medical Division of the Population Council.
2 Until July 1 abortions in New York State were legal only when there was a threat to
the life of the pregnant woman. On July 1 the New York law was liberalized so that it
became legal for a physician to perform an abortion on virtually any woman who requested
It. [See "Literature and Comment," p. 69, for findings of a Georgia physician survey. Ed.]
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This article reviews the preliminary findings from the survey: Seventy-two
percent of the obstetrician-gynecologists In New York State say that they favor
New York's liberalized law-58 percent without qualifications and 14 percent
with some qualifications (e.g., In hospitals only, not after 12, 16, 20 weeks, etc).
Twenty-five percent stated that they opposed liberalization of the law. Since religious background is considered a critical variable In relation to attitudes toward abortion, this aspect was examined: Ninety-six percent of Jewish physiclans;, 82 percent of Protestant physicians and 36 percent of Catholic physicians
favor the law as it Is or with some qualifications. Similarly, 69 percent of the
physicians said they were willing themselves to perform an abortion (if there
were no medical contraindlcatlons)-54 percent without qualification. Fifteen
percent agreed, but offered some qualifications. Another 22 percent of the doctors
.saidl they would not p~erform~ an abortion themselves but would refer a patient
who requested oiie to another physician who wvas wvilling to do so. Eight percent
-saIid they would neither perform an abortion themselves, nor refer a patient for
an abortion. In other words, 02 percent of aill obstetrician-gynecologists In New
York State aire wviling to perform an abortion themselves, or to refer the patient
elsewhere. [Seven out of 10 physicians stated that the demand for abortion would
not be likely to become a burden on their practices. (An average of 4.2 abortion
requests per doctor was reportedly for the week prior to the survey.) ]
Most of the physicians seemed familiar with even the more sophisticated abortion techniques : Thluls, 57 percent had used the asp~iration technique and 50 percent, saline Injection. Thr-ee-quarters of the respondents had either used these
techniques or seen them demonstrated. While the physicians were evenly divided
with respect to whether hospital and clinic resources In their respective cominunitles would be sufficient to meet the expected dlemandl for abortion, 94 percent
of them agreed that abortions should be performed in a hospital on the in-patient
service after the twelfth week of pregnancy. Opinion was divided as to whether
abortions should be performed in an out-Ipatient clinic. If there were no medical
complications, 45 percent agreed that an abortion could be performed In an outp~atient clinic from the sixth through the twelfth week of pregnancy. With respect
to performing abortions fin the (doctor's office early In pregnancy, only 35 percent agreed, while 63 percent disagreedi.
While 72 percent of obstetricians generally favored the lawv, 78 percent felt
that at woman who cannot afford the cost of ain abortion should have available
free abortion services.
Similarly, 60 percent of all respondents, believed that residents of other states
should be allowed to have abortions iii Newv York State, assuming there were
adequate facilities.
Nearly all physicians (94 percent) said they would recommend use of contracep~tion for women who have had an abortion : Fifty percent of the physicians
would recommend the 1)111; 32 percent stated that their choice of contraception
"depends on the circumstances." Teti percent would recommend the IUD; five
percent, the dliap~hragm; one-half percent, the condom; and 2.5 percent, other.

Senator KENNEDY. Our- first witness this moving is Mi.. Frank
iltzsimm~fons, general vice president, of the Internationa I Brotherhood of Teatmsters. Mir. Fitzsimminois has held at position of leadersipj in this distinlgulished Uniionl for Ill0IQ than 35 years aind has been
acting president of the 11n101 sin1ce March 1967.
Being very active in the health field, hie is currently at member of
the Committee for National Health Insurance and is vice president
Of the Muscular IDystrophiy Foundation.
Mr. Fitzsinnmons11, We welcome youl, sir. We understand that the
Teanste-s have an extremely expansiveL health
program that they
have been able to wvork oult thrioulgh collective bargaining,
and it wi ii
be of interest, of course, to hear your views onl this, because it is an
ar-ea which I know you andl tie members of your unions have been
extremely inter-ested in.
SO we want. to tell yol hlow milch, we are interested in your operations and comments thisnmorning before tie subcommittee.
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STATEMENT OF FRANK E. FITZSIMMONS, GENERAL VICE PRESIDENT, INTERNATIONAL BROTHERHOOD OF TEAMSTERS
Mr. F1TZsIMMO.-ss. Thank you, Senator Kennedy. We have anl extensive progr-am as far as ouir international union is concerned. Speaking of one plan we have in the Central States, Southeast, and Southwest areas welfare program.
Actually, our premiums run to about $7 million a month ,st in one
segment. We have many. more throughout the United[ States. My
testimony here this morning, I think, will be best related with reference to at statement that !'would appreciate being allowed to read
into the record.
Senator KENNEDY. All right.
Mr. FirzRi:%roxs. It is supplemented in pamrt by some reference material to which I will refer in my statement.
Sir, if I may, I would like to address myself to you and the
committee.
Senlator' KENNEDY. Mr. Fitzsimmons, before proceeding, could you
identify your associates with you this morning?
Mr. FITZSIM.MoNS. Mr. Al' Weiss, our- economist for the International Union, and Mr. D)an Corlee,, our legislative representative.
I understand Mr. Wilcox should be here.
Mr. WIL~COX. I am here.
Mr. FTTZ8,U~iiroNs. These are my associates here today.
Mr. Chairman, and mnember-s of the subcommittee.
First, I want to congratulate the sponsor and cosponsors for taking
leadership) inl the Senate with the introduction of the 1-Icalth Security
Act. Since the inception of the Committee for National Health Insurance, created more than 2 years ago under the chairmanship of
the late Walter Reuther, I have had the good fortune to be at member.
I wholeheartedly support its objectives.
I represent here this morning the mom-e than 2 million members of
the International B3rotherhood of Teamsters in support of your legislative efforts in this field.
I should also like to state that while we in the Teamsters are in
,substantial disagreement with the administration in its approach to
national health car-c, we are appr-eciative of the fact that the administration is fully aware that a crisis exists and that it is moving in
this area.
We appr-eciate the concern of President Nixon and I-Jealth Secretary Richardson, and we commend them for taking action to provide
better health for Americans.
As participants in the collective bargaining process, we know that
negotiations are bor1n in disagreement and consummated when differences aire resolved. So it is in the spirit of constr-uctive criticism based
on our years of experience in the health cal-C field that we voice our
disagr-eement here today.
Teamster membership is located throughout the country. Whereveryou hold hearings, we offer you our complete support, to this new and
essential dimension which must be added to the por-tfolio of citizenship for every Amierican-rich or Poor, in sickness and in health-as
we support the premise that Americans of all races and all economic
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circumstances have a right to adequate and quality health care at a
cost they can afford.
I want to say at the outset, that, the Teamsters cast, no aspersions on
any group or organization for the present sad status of health care, in
America. We know that the dilemma is not the design of any one individual or or ganization.
However, the fact is that health care in America today is a product
manufactured by the American Medical Association, peddled on the
open market, unfortunately, under the cloud of caveat emptor (purchase at your own risk if you can pay the lprice)..
The very fact that national health care in America today has
emerged in a haphazard way drastically demonstrates the need for the
very legisl at ion envisioned in the Health Security Act.
It also demonstrates that national health now must b)e made a p~artnership, of the medical profession, the U.S. Government, and most
certainly, the consumers of hiealthi care and medical services.
As these hearings proceed, you will hiear many statistics about the
condition of th
action's health. For the Congr-ess to make its judgmient about the necessity for the hiealthi security p rograin, thiese statistics are essential. Bu~t only one broad group of statistics is essential to my testimony. They show the cost, of health care, that is, doctor's fees and hospital charges, is going up far more rapidly thian the
cost ol living.
You knowv well the cost figures and the spiraling increases for liospital and medical care. I NW1 not hiinder your' hearings with a repitihion of these figures.
I can tell you from direct, experience that, Tfeamster~s have labored
long at the bargaining table over the years to negotiate adequate
health benefits for our members. What we have accomplishied-and I
think it is considerable--we have clone on our own through collective
bargaining with no help from either private foundations or from the
Federal Government.
However, the hard fact is that it is daily more difficult just to keep
Lip with maintaining present, benefits, even with increased employer
contributions, let alone the logical objective of providing members
with more comprehensive care which is also the objective of health
care bills under consideration.
Our fruitless bargaining attempts to keep up with every-spiraling
health care costs is one of the major causes why organized labor is
solidly behind the Health Security Act. 'This explains why labor and
most Americans look to the Congress to provide a new and better and
more efficient system of providing quality health care in America for
everyone.
Organized labor has been the spearhead in extending prepaid health
care. And because collective bargaining has taken thlis lead, most emorganized or not-provide basic health benefits to
ployers-whether
their employees.
In our efforts to increase health insurance for members, we have
increased the sale of private health insurance to a greater extent than
sales efforts of insurance carriers. The American Medical Association and the insurance companies boast of the increase in private
health insurance coverage.
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TIhe fact is: Labor unions hiave beeni their best salesmlen. But what
has been the result?
A. system has been perpetuated making insurance carriers merely
11lpipClille for pumpI~ing money directly to hospitals, doctors and1(
healthi specialists, without regardl to controlling costs or quality.
So what. hias evolved is a system whdi gives cost control only to
hospital administrators anil doctors who-because they tire not coinl1)ettive-hiave no real inceentive to keel) costs (town.
Again, this points to the necessity for a partnership among the medical profession, the U.S. Government and the consumers of health
care and medical ser-vices through the Health Security Act.

We commend strongly, Mr. Chairman, the provision in the Health
Security Act which would finance niational hiealthi insurance on a1buldgeted basis to control costs. This way, atsystem of effective r-estr-ainits
would be p~ut onl arbitrary increases ini the cost of medical anid hecalthi
services.
As part of advance budgeting, there would be at series of reviews of
hospital expenses, doctors' fees 1111( group practice costs. Waste fu
duplication of services aid facilities NwoufId gradually be eliiniated
of funds.
1)4ithdrawal
Wealso commend the quality controls in the Health Security Act,
largely through establishment of national standards for participation
inlth
roii
for individuals and inistituitonis providing care. MA1chnr'oulid be developed to make sure standards are met, including
aduble chleck on over use of hospitals and other services.
Teamster interest, in quality controls, Mr. Chairman, is not new. In
fact, we are responsible for thie most intensive study ever undertaken
in this area-a study which determined whether more than 500,00
members and their dependents in the New York area were receivingquality hospital[ and surgical care.
The study was conducted in 1964 by the Columbia University
School of Public Health and Administrative Medicine. The study was
headed by the school's director, Dr. Ray E. Trussell. It was set up to
show what kind of treatment was received by a sample of Teamsters
and their dependents while they were hospitalized, and what an expert team of physicians thought of the treatment.
The results were shocking to many and created a considerable stir in
the medical profession. Since physicians and hospitals now act essentially as their own policemen, there is unlikely to be any serious quality
control-except in such very unusual instances such as the onie just
cited-until the system is changed.
Just look at the results of our study:
One in five of the hospital admissions was actually unnecessary.
Twenty of the sixty hysterectomies performed were unnecessary and
another six were highly questionable.
One out of five of the ospitalized patients received poor care and
another one in five received only fair care.
In hospitals with no approved training programs and no accreditation by the Joint Commission, neatrlyal of the patients received
poor care.
In the same hospitals less than a third of the physicians caring for
Teamster patients were certified by an American specialty board.
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PIUSectlbus w('PQ (fliCstiOlld)h.
Mfore thaii halfj of the 113 CaeSalIIl
One in five general surgical cases appeared to have been the victims
of unjusti fi able delays inl Performing the surgery.
Those arc the conclusions, Mr. Chairman. Now let me tell you about

several specific cases.
Senator KiENNEDY. Mr. Fitzsimmonis, do you think you could make

this 1-(!1)01- 1aable to thle sti)cojiiiltee ? I think it would Ibe of great
inlter-est 1111(1 1a111lie.

Mr. Fi'zs~f Mo.NS. This report is attached to my statement. There
are plenty of copies.
Senlator KEHNNi-DiY. Thanikyou.
Mr. FITZsl3M~ONS. Inl One( inlstanlce Of an1unne10cssar1y hysterectomy,
the patient developed a blood clot 6 days following discharge, niecessitatig it second 8-day hospital stay. Tho surveyor noted that if anl
unnnecessary operations had ntot been Ipei'Pllned *in the first place, a
second adm;issioni woildl not have lbeeni required.
A case judged 1)00l- wats thiat of at hospitalized mruidle-agedi manl who
had coinpjlained of stomuachi pais "off and onl" for 4 months. A great
daoflaboratory work wits done, lbut, tesiv~o oiiie,"h
inassive n(1fgiipwsoli ellb
level. It covered the wvaterfronit and never followed through oni the intestinal comlplainits that
For the record, I have included at detailed summary of the i'esuilts of
thie r~eport ats att itch ninemt No. I to iiiy i)Ieseiit, test imuony.
(The information referred to follows:)
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ATTACHMENT NO. 1 - MEETING THE CHALLENGE OF
HEALTH CARE TODAY

A

STrUDY AND A FiRSTI'STEP PRlOGRIAM

TEAMSTERS JOINTr COUNCIL NO. 16 AND MANAGEMENT
tiOSPITALIZATION rTIs' FUND
ExE(:u'ItvE comm i'rmr E: johmn I111h, L(bor Co-(/firmanlti
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AND THEIR FAMILIES WOULD FILL CINCINNATI
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This is a report on a study of the kind of services :h.spitalized
employees and their families covered by a number ofTeamster
welfare funds, established pursuant to collective bargaining
agreements in the New York metropolitan area, have been getting for their hospital and medical dollars.
The study was made by the Columbia Universizy School of
Public Health and Administrative Medicine at the request of
the Teamsters Joint Council No. 16 and Managemient Hospitalization Trust Fund, a representative group compesed of one
management and one labor trustee from each participating welfare fund.
These funds spend over $20,000,000 a year for Blue Cross
and other forms of medical and hospital insurance. They are
one of the largest groups of consumers of health inlSUrance in
the country. They serve approximately 165,000 Teamster members in New York City, or a community of over 500,000 persons
when dependents covered by
union health insurance are
included. This Teamster
4
~,uZ
community isslightly larger
than the population of Cincinnati, only slightly less
than that of Seattle.
The study involved a sample of about 300 Teamsters or members of their families who had received hospital benefits during
a specified period just preceding the start of the study. Over
100 hospitals cooperated by giving access to their records on a
confidential basis,
The study was two-fold: it coupled a household interview
survey of families with a retrospective medical audit of hospitalized persons from the same group. It sought to ascertain the
kind of care the individual families thought they Nvere getting in
relation to the kind of care they actually did get in fhe opinion
of the noted physicians who served as the medical review board.
It also sought information concerning the over-all utilization
pattern. To the best of our knowledge this is the first time such
an extensive combined study has been made.
The results of the study have hardly been reassuring.

ifl.LC C.

As Dr. Ray' E. Trussell, director (oni leave) of the Columbia
University S9chool of Public Health and Administrative Medi-
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cie, said when hie turned over the conmpleted study to us:
"The findings pose serious questions to trustees of pension
and welfare funds, other organizations and agencies, the professions, government, and the community at large in New York
City as to the wisdom, self-discipinie, and ethical conduct on the
part of certain physicians and hospitals in providing medical
.and surgical care to your employees and their families.. Not only
are serious humane and ethical issues raised,,but it is evident
that much money is being spent on unnecessary or ncompetent
care.)#
"As the findings become known it is very important that the
Teamster families and the public at large keep in mind that
New York City has a very large number of excellent hospitals
and thousands of specialists, qualified by training and experience. The problems portrayed by these studies are concentrated
largely in small unaccredited hospitals although- there are -exceptions to this observation. The challenge before you is one of
health education, guidance, and cbntinuing evaluation. The
challenge to the community and its responsible agencies is how
to assure a more uniformly available high level of service."~

Teamsters Joint Council No. 16 and Management Hospitalization Trust Fund is a coordinating agency for the medical and
hospital problems of 30 or more Teamster Welfare Funds in
New York City. It was organized about three years ago because
both the labor and management trustees jointly responsible for
the funds were disturbed by the rising costs of Blue Cross and
other hospital and medical benefits provided through f unds
secured in collective bargaining agreements. Employer contributions are the sole source of income for these trust funds,
which were fast becoming insufficient to meet actual costs. All
indications were that the upward spiral would continue in years
to come. At the same time, there did not seem to be any accompanying expansion of benefits.
It seemed to the trustees, therefore, that in the interests of
labor and management alike, they had an obligation to do what
they could to achieve two important objectives:
1. Ascertaining the facts.
2. Keeping costs down.

2
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Accordingly, they obtained the professional advisory services of the School of Public Health and Administrative Medicine
of Columbia University of which Dr. Trussell is the director.,
Under the direction of the Columbia Universiy group, the
Welfare Funds' trustees embarked upon an intensive eightmonth study of hospitalization and medical care facilities and
programs in New York City, arranged by Har-old Baumgarten,
Assistant Professor of Administrative Medicine. Approximately 65 hours of class time with a faculty totallig 35 persons
were devoted to the study. Tours were made and confereiices
held in five hospitals and the Associated Hospital Service of
New York (Blue Cross). Topics ranged from emergency night
service to hospital costs and the problems faced by private physicians, to methods of organizing and financing medical care.
In addition to studying hospital care in general, the Fund's
trustees wished to know about the specific care their own beneficiaries were receiving. Accordingly, they asked Columbia
University, through its School of Public Health and Administrative Medicine, to make a study of the care received by a
sample of hospitalized Teamsters and their families. This would
serve as a yardstick by which they could measure how Teamsters
and their families were being treated in hospitals, what the costs
of their hospitalization were and how good their care wvas from
a medical point of view. It was decided to make a two-part study
in order to' get as complete a picture as possible, from both a
patient and a professional point of view.
Dr. Trussell served as project director. Mrs. June Ehrlich
was project administrator for the household Interview phase
and Dr. Mildred A. Morehead was project administrator for
the medical audit phase.
The physicians acting as surveyors for the medical audit,
and their specialties were:
I. Ogden Woodruff, M.D., professor emeritus of clinical medicine, College of Physicians and Surgeons, Columbia
University.
. M. Irene Ferrer, M.D., associate professor of clinical medicine, College of Physicians and Surgeons, assistant attending
physician, Presbyterian Hospital, associate attending physician, Bellevue Hospital,
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Harold Rifkiln, MIN.D., associate professor, Albert Einstein
College of Medicine, and attending physician, Montefiore
Hospital.
J. Frederick Eagle, M.D., director of pediatrics, St. Luke's
Hospital, and assistant clinical professor, College of Physicians
and Surgeons.
C

Alan Guttmacher, M.D., direc-

C~/.~r3G~~~
CB

tor of obstetrics and gynecology, Mt. Sinai Hospital, and clinical
professor of obstetrics and gynecology, College of Physicians
and Surgeons.
Stanley Gross, M.D., director of Iaboratories,
North Shore Hospital, and assistant clinical professor, New
York University College of Medicine.
_.'.

I ..

I.

Samuel Standard, M.D., associate surgeon, Beth
Israel, Bellevue and University Hospitals; director of surgery,
Sydenham Hospital, and associate professor of surgery, New
York University College of Medicine.
The report that follows is a summary of the study and the
findings of the interviewers and medical surveyors.

How important it was to combine a family interview with a
medical audit was underscored by the finding of the researchers.
that, while there was some relationship between the patients'
opinion of the medical and hospital care they had been given and
the surveyors' judgment of the level of quality of the care they
had received, there were also serious differences.
"Overwhelmingly," it was found patients felt they had received "the best of modern medicine."
In actual fact, the record disclosed:
Only three-fifths of those hospitalized received optimum
medical care and one-fifth fair care.
One-fifth of the patients received poor care.
One-fifth of the hospital admissions actually were unnecessary.
In hospitals with no approved training programs and no
4
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accreditation by the Joint Commissi*on on Accreditation, oviz
two-fifths of the cases (43 per cent) received poor care.
In the same hospitals less than a third (29 per cent) of tl.Ze
physicians caring for the Teamster patients were certified by
an American specialty board, evidence of acceptable advanced
training.
One-third.- of the 60 hysterectomies (removal of th'e
uterus) performed were unnecessary and a question could be
raised about the advisability of another 10 per cent.

F

THE RECORD OF HOSPITAL TREATMENT

ALL ADIL':SSIOUS
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*Over half of the '13 Caesarean sections (delivery of a baby
by means of an abdominal operation) were questionable.
*In a fifth of the general surgical cases there appeared to
be unjustifiable delays in performing the surgery.
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Because the patients studied were in selected diagnostic
categories, the figures given above cannot be generalized to all
Teamsters or to the community. However, the importance of
the conditions studied and the sizeable population from which
the sample was drawn justify, the concern wvh'ich the survey
generates. In a pilot study of this size it is important to confine
conclusions to over-all findings and not to overemphasize data
involving only one or two cases.
Commenting on the fact that only three-fifths of the admissions reviewed were felt to have received optimum medical care,
the surveyors cited two main factors in care that was judged to
be inferior:
.One related to surgery performed on essentially -normal
organs (for example, removal of the uterus) where "the grave
suspicion of patient exploitation could be raised for some."
The other factor was inferior care resulting from "poor
clinical judgment on the part of a certain-number of attending
physicians without either adequate training or supervision."
The surveyors characterized both f actors as equally discouraging in a city that has "such a large number of fine hospitals and a high proportion of well-trained physicians" and
emphasized the fact that the problems described were concentrated (although not exclusively) in unaccredited institutions
where admissions were handled largely by physicians of whom
only a small per cent are known to be specialists.

Lii'SuE (2V 0.&T {P~ The sample was selected
from among Teamsters or members of their families who had
a hospitalization claim paid by Blue Cross (Associated Hospital
Service) during the last half of 1059.
The diseases and conditions selected for study. were those
felt to be most suitable for a medical review either because it
would be possible to confirm the diagnois through X-ray and
laboratory findings or pathology specimens, or because there
would be clear-cut physical findings and clinical standards
applicable.
Three clinical fields were selected: (1) obstetrics and gynecology; (2) general surgery concentrating on gastrectomy; sur6
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gery for peptic ulcer and other major surgery of the intestinal
'tract; and (3) general medicine with diabetes, rheumatic heart
disease and anemia singled out for review.
The majority of the hospitalized patients (61 per cent) were
wives of Teamsters, 29 per cent were Teamsters, one in ten were
dependent children.
K.CGS PITAL PATE1ZT
....................

100o CHILDREN
SISTERS
29',. T1EA

The selected families were interviewed at length about the
costs of their medical care, the doctors they consulted, aspects
of their illness not available from hospital records, the diagnostic tests they received before hospitalization, their symptoms,
and their opinions of the care they received.
Authorizations were obtained during the interviews which
permitted hospitals to release photostatic copies of medical
records to the-study group. Of the 105 different institutions in
New York City where the hospitalizations took place, 101 cooperated fully.
The outstanding clinicians who served as the audit board
for the study generally use-d the "peer judgment" approach in
evaluating the care the Teamsters and their families received.
All have had extensive experience in this kind of audit.
In effect, each specialist was asked, "Would you have handled
this particular case in this fashion and if not, why?" In each
case, the followi ng matte es were checked:
1. Whether hospitalization was:
necessary
precipitous
unnecessary
impossible to evaluate
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2. Whether the care given to the patient in the hospital was:
excellent
good
fair
poor
impossible to evaluated
The reviewing physician then gave his reason for any unfavorable answer.

cost's Of

1!111Oj<

The family interviews dis-

closed that even though they had Blue Cross and other health
insurance (largely Group Health Insurance), Teamster families
often had to supplement the amounts provided by insurance for
hospital or physician care in and out of the hospital. It is important to remember that the entire group had one or more
members who had recently been hospitalized.
About 83 per cent of the families had some out-of-pocket
charges for medical care outside of the hospital during the
three-month period preceding their interview. Over a third of
these spent $50 or more above the amount provided by insurance during this period, including 10 per cent who paid between
$100 and $200 and four per cent who paid $200 or more. (For
purposes of this study, medical care costs included charges for
physicians' services, diagnostic tests, drugs and appliances, but
excluded charges for dentistry.)
OUT-OF POCKET EXPENSES BEYOND COVERAGE
K)-

AMONG HEALTH-INSURED FAMILIES

^W
FOR ALL
MEDICAL

83%

CAR

2; FOR DRUGS
77%

FOR DOCTORS'CARE

48%
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Some 48 per cent of the families spent an average of an addi-,
tional $29 for physician care. Even more of them (77 per cent)
had out-of-pocket expenses for drugs, appliances and miscellaneous medical items. The average amount paid by these families was $51, of which an average of $43 went for drugs prescribed by a physician. Although four out of ten families used
insurance for out-of-hospital physician care (an average coverage of $28), only 10 of the 281 families had any insurance
covering drugs, and none of these 10 families received more
than $16.
As might be expected from the nature of the sample, the
families studied had a considerable amount of illness. Over half
of the hospitalized patients had been ill for more than two
months prior to hospitalization and 90 per cent had been under
continuous medical supervision. Nearly all of them consulted
a physician after hospitalization and a third continued to have
symptoms.

OTr-OF POCKE'rEXESSM1OHAT->FX)A'tS

One Out of Two Families Had Extra Hospital Charges (Average $91)

.......

I4......

Two Out of Three Families Had Extra Physician Charges
(Average $177)

Even when they were hospitalized, the families continued to
have out-of-pocket costs not covered by their hospital or medical insurance. Nearly half of the families reported paying as
9
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much as an average of $91 to the hospitals over and above the
amount covered by Blue Cross. Two thirds of the patients had
extra physician charges for care during the sampled hospital
stay and paid an average of $177 above any amount covered by
medical insurance.
As may be seen, hospital insurance cov6red a higher proportion of the total bill than did insurance for physician charges.
Blue Cross failed to cover the entire hospital bill for two
reasons:
1. Extensive illness requiring hospitalization beyond the
21-day period of full semi-private coverage so that further hospitalization cost the patient a charge of 50 per cent of the daily
hospital charge.
2. The need for services encountered fairly often in the
particular group of cases but 'not covered by hospital insurance,
i.e., care of the newborn, blood transfusions and special duty
nurses needed in the cases of major surgery.
The cost of hospital service may be gauged from the fact
that these out-of-pocket costs occurred despite an average Blue
Cross payment of $433.
The study did not examine the out-of-pocket costs for physician service in any great detail, since the main emphasis was
on hospital costs. However, the overwhelming majority (93 per
cent) of the sampled families had Group Health Insurance and
were in semi-private accommodations. They tended to turn to
ward care when illness recurred or lasted for so long a period
that all insurance ran out or was incomplete.
The extra physician costs among insured families stemmed
from two factors: one, that most families di'd not use Group
Health Insurance participating physicians who had agreed to
the GHI fee schedule; and two, that even when they did, a third
of the participating physicians were reported as charging extra
fees. (Of this latter group, some 12 per cent charged the patient
an additional $150 or more.)
Among other findings as to physician costs:
74 per cent of certain types of surgical cases had additional charges as compared to only 40 per cent of the medical
cases.

10
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PHYSICIAN EXPENSES BEYOND COVERAGE
FOR IN-HOSPITAL CARE
NO
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EXTRA CHARGES
GASTRECTOMIES &
HYSTERECTOMIES

26%

74% OF CASES
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MEDICAL CARE

60%
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Extra charges tended roughly to parallel the insurance
fee schedule allowance. For example, the average extra charge
for hysterectomies was $164 and the fee schedule allowance by
Group Health Insurance was $20100, while the average extra
charge for gastrectomies was $270, compared to an allowance
of $250.
In the hysterectomy cases there was no relationship between the size of the fee or the lack of an extra fee and the
length of operation, the surveyors' judgment of the quality of
care, or whether the patient was in a voluntary or a proprietary
hospital.
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Analysis of the surveyors' review of hospit-al admissions shows
that there were considerably more problems relating to the
quality of medical care than to the unnecessary use of hospitalization. While only three-fifths of the admissions were felt to
have received optimum medical care, fou r-fif ths were considered
necessary.
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Essentially, there were two causes for care judged inferior.
One related to unnecessary surgery where the suspicion of
patient exploitation could be raised for some. The other grew
from poor clinical judgment on the part of a certain number of
attending physicians with neither adequate training nor supervision.
Of the 60 cases in the sample where a hysterectomy had been
performed, the surveyor found that a third were unnecessary
and that question could be raised about the advisability of another 10 per cent. At the very least, the surveyor stated, these
women should have had a dilation and curettage followed by a
period of observation prior to the removal of the uterus.* In
many instances, the simpler procedure alone would probably
have alleviated symptoms.
The cases of gastric surgery were, on the whole, very well
handled. In the case of patients with peptic ulcer, where the
history and physical findings of the disease were classical and
the operative techniques stand~ird, there was very little deviation from what is considered acceptable medical practice.
Further, because of the known serious nature of thb operation,
it was more likely to be performed by certified surgeons in accredited voluntary hospitals.
Cases with other types of major intestinal surgery, however, had a higher proportion of 'unsatisfactory ratings. These
patients had a variety of conditions infrequently encountered
so that physicians not thoroughly trained in surgery would.
probably not have had sufficient experience to use optimal
judgement in the face of unusual findings.

~-'

QUALITY OF

.;:

POOR OR
FAIR

GOOD OR
EXCELLENT

POOR 20% OF CASES

SURGERY
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*Thus, whereas the gynecological cases that received poor
ratings stemmed from surgery suspected as being "unnecessary," the poor ratings in the general surgical cases were generally due to poor judgment in operating techniques or inadequate clinical management. There were few general surgical
operations that were considered unnecessary.
Statistically, slightly over half (54 per cent) of the general
surgical cases were given good or excellent rating, one-fif th received a rating of poor, and the remainder were classed as fair.
In the matter of unjustifiable delays prior to surgery, the
surveyor found that 20 per cent of the general surgical cases
were hospitalized for more than five full days prior to surgery
without adequate explanation. By contrast, only four per cent
of the obstetrical-gynecological cases where surgery was performed were delayed more than one f ull day for no apparent
reason. Time for necessary diagnostic tests or preparation for
surgery was not counted; only delays resulting from unrelated
tests or tests that could have been performed on an ambulatory
basis prior to admission were included.

c 21 in

medical admissions:
Only slightly more than half of the cases admitted for treatment
not involving surgery or gynecological conditions were considered well handled by the four medical surveyors. Twenty per
cent were given a fair rating and 26 per cent were considered
poor.

The unfavorable ratings in these cases were due, for the
most part, to poor judgment on the part of the attending
physician. The surveyors found:
:- Hasty hospitalization ordered superficially "without a

clear-cut reason or prior study that could and should have been_'
done on an ambulatory basis."
-

13
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-Lack of evidence of clinical competence "to recognize, and
treat properly, Seriously ill patients."
Casual, symptomatic handling of disease requiring detailed and exhaustive study.
Even in categories where the care was considered to have
been good or excellent, they surveyors noted failure to take
advantage of an opportunity to practice effective preventive
medicine. The case of a man hospitalized forldiabetic coma was
cited. His diabetic problem was well handled during a prolonged
hospitalization, but no routine chest film was taken. Eight
months later, advanced tuberculosis was diagnosed and the patient in stitutional sized. A chest film at the time of the first hospitalization might have disclosed the disease earlier and given
him a better chance for recovery.
In a case given a poor rating, a young woman hospitalized
several times for rheumatic heart disease died suddenly in a-hospital, under conditions which indicated the serious nature of her
illness was not appreciated. The surveyor noted "casual handling, lack of close cardiac observation - such as, recording of
heart rate, blood pres-sure, color change - and the failure to realize that her 'uncooperation' w~as the restlessness and disorientation of severe heart failure, all reflected lack of experience
which characterized the manner in which the case was handled."

{)C-Jfi

one instance of an unnecessary hysterectomy, the patient developed a thrombophlebitis
six days following discharge, necessitating a second eight-day
hospital stay. The surveyor noted that if an unnecessary operation had not been performed in the first place, the second admission would also not have been required.
-

*~'In

In another instance, a middle-aged woman had an operation,
but the physician ref used to tell her what surgery had been
done because the charges that he asked ($300 in addition to insurance payments of $150) were not paid. He refused to sign
her out of the hospital, and the patient finally had to sign her..
self out.
The surveyor noted: "This is a shocking case. The patient
had a small labial cyst, and a mountain, including a laparotomy,.
14
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was made of it. The proper diagnosis could have been made if
the patient had been examined preoperatively under anesthesia.
Her pelvis wvas normal, and at operation no fibroids orcst
were found, and a normal appendix wvas removed. The duration
of the hospital stay of 12 days wtas scandalous. She should have
been discharged days earlier." This type of case is also a gross
violation of medical ethics, since the physician refused to siggn
the patient out until his bill was paid.
Another case was characterized by the surveyor as "the
worst case I ever sawv." This case involved a Caesarean section
that w~as performed in a way now considered to be completely
outmoded. Of the 13 Caesarean sections discussed in the sample,
serious questions were raised about the necessity for surgery in
seven.
Even in cases where the management of the specific ailment
was considered good or excellent, there were failures to give
diagnostic tests considered part of the best medical practice.
For example, in 35 cases of major but non-emergency intestinal
surgery in persons over 40 years of age, two-thirds did not receive an electrocardiogram prior to surgery.
A case judged poor wvas that of a hospitalized middle-aged
man who had complained of stomach pains "off and on" for
four months. A great deal of laboratory work was done but, the
surveyor commQnted, "the .massive investigation was on .a
school-boy level. It covered the waterfront and never followed
through on the intestinal complaints that were the major cause
of his admission ... The management of this case was both poor
and thorough."

Regardless of the kind of case - medical, surgical, gynecological - the surveyors found that there was a marked difference
in the quality of medical care depending on the type of institution in which the patient was hospitalized.
About 80 per cent of the care received in hospitals affiliated
with a medical school was considered excellent or good. Only a
third of the care given cases in institutions without medical
school affiliations, with no approved training programs, an11d not
accredited by the Joint Committee on Accreditation, received an
excellent or good rating. Forty-three per cent of the cases in the
15
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hospitals without accreditation were judged to have received
poor care. Of 99 admissions to non-accredited hospitals, the
great bulk of them proprietary hospitals, 65 cases received no
better than fair care.
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unnecesosary
Unnecessary hospitalizations obviously add to medical costs,
tie up essential hospital beds and inconvenience patients and
their families. Yet one-fifth of the hospital admissions studied
were considered unnecessary. In the majority of these cases,
the patient was not acutely ill, and it w~as felt that the diagnostic studies should have beiddone outside the hospital, either
in a well-equipped physician's office or in a well-organized outpatient facility. Blue Cross cannot pay for diagnostic procedures outside of a hospital. (Some Blue Cross plans cover
such services in the out-patient department. A small percentage
of Blue Shield subscribers, some G.H.I. and all H.I.P. sub-.
scribers have diagnostic coverage.)
In other 'instances, the hospitalization was necessary at the
time but it could have been avoided if the patient had eitherre-
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ceived better care or adhered to his physician's instructions
before the period of hospitalization. Uiinccessary surgery, creating needless complications, also contributed to unnecessary
hospitalizations.
Generally speaking, the surveyors felt that more diagnostic
procedures had been indicated prior to hospitalization in a third
of the cases, and that closer supervision and follow-u-p studies
were indicated in 13 per cent of the cases after hospitalization.

P1
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Slightly more than a third (37 per cent) of the phiin
s h
performed surgery or attended the patients for hospitalized
medical conditions were diplomates of an American Specialty
Board, evidence of acceptable advanced training. The percentage of these recognized specialists was considerably higher for
the surgical cases than for the medical cases, 53 per cent as compared to 20 per cent. (There are, of course, some physicians
who, through experience and other efforts, have developed
equivalent qualifications, but the numbers are not large enough
to affect the over-all study.)
The qualifications of the physicians caring for the sampled
group differed considerably, depending on the type of institution where the hospitalization occurred. Exclusive of house
staff, eighty-one per cent of the physicians caring for patients
in hospitals affiliated with medical schools were Board certified
as compared with 30 per cent in hospitals without approved
training programs or accreditation. Furthermore, in the hospitals without approved training programs there was a considerable number of physicians wvho lacked either Board certification or a staff appointment in a voluntary or municipal hospital, which would give them continued acquaintance with
changes in medical practice.
17
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QUALIFICATION OF DOCTORS ATTENDING SAMPLE GROUP
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The survey found a higher percentage of surgical cases than
medical cases in the sample in proprietary hospitals, 84 per cent
as compared with 16 per cent. Only 38 per cent of cases Admitted
to these proprietary hospitals were hn charge of men with Board
qualifications. These findings are reenforced by a larger study
of surgical Admissions done by the Columbia staff. Here it wvas
shown that in approximately 100,000 Blue Shield surgical procedures in the New York City area during 1958, only 41 per
cent were done by Board qualified surgeons in proprietary hospitals, whereas, in medical school affiliated hospitals, 80 per cent
were done by physicians with these qualifications.
However, it was noted that Board certification of a physician
alone d~oes not guarantee that the patient will receive optimal
18
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care. The surveyors found that the care given by certified specialists in hospitals unaffiliated with medical schools or having
no approved training programs was ntot superior to the care
given by physicians without certification but who had hospital
appointments. However, the care by these two groups was superior to that given by physicians without certification or a hospital appointment. The importance of the hospitals themselves
in the quality of medical care was said to stem from the organization and supervision of the medical staff - factors which
are minimall or non-existent in hospitals without training programs or accreditation."
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The trustees of Teamsters Joint Council No. 16 and Management Hospital ization Trust Fund consider this study as a first
step toward the goal of better hospital and medical care for employces and their families in the New York metropolitan area.
We began several years ago to find out the L-ind and quality
of service being purchased with the more than $20,000,000 we
were spending each year for Blue Cross and other forms of
hospital and medical insurance.
We conferred \vith many of the nation's leading hospital
and medical experts to get facts about the costs and quality of
services that were available for Teamster families in New York
city.
We personally visited and inspected hospital facilities
throughout the City and went back to school for a formal study
of aspects of hospital and medical care.
We authorized, and nowv have available for our guidance,
the Columbia University School of Public Health and Administrative Medicine's thorough, and disturbing, pilot study report
on the actual care a sample of our members and thir families
have been getting.
The report and our own research have given us some partial
answers to our questions. We know that good care is available
in New York City. And we know, all too often, some of our
members are not getting that good care.
19
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We are now prepared to embark on a long-range program
to improve the medical and hospital care of our members wvho
are covered by health insurance. Through it we hope to provide
much-needed direct diagnostic, consultative and complex case
service to our members, and at the same time .render vital service to the community, by supporting efforts to improve hospital
and medical care for all.
In carrying out this project, we have been fortunate in
obtaining the services and facilities of the School of Public
Health and Administrative 'Medicine of Columbia University,
and of Montefiore Hospital. At the outset, the program will involve some 45,000 Teamsters and their families, a group of 150,000 persons. Since it will be conducted as a pilot operation, financed and advised by the Trust Fund, under the joint administration of Columbia's School of Public Health and Mlontefiore
Hospital, we are confident that its findings will prove important
not only to our entire membership but to other welfare f unds
and consumer groups and to the community at large.
The program involves creation of a demonstration facility
organized for the purpose of finding better, and more efficient
ways of providing medical care in and out of the hospital. We
hope that this facility will serve as a prototype, in miniature, of
the standard-setting devices by which an organized welfare
group may protect its health program. Through this facility the
program will:
.Continue the kind of medical review performed in the
Columbia University study on a permanent basis. We envision
this review as a means by which we can maintain a continuing
evaluation of the quality of the medical and hospital care our
members are getting at all times.
Set up a medical care advisory center to handle medical
problems and grievances of Teamster families and to refer
them to proper sources for assistance. We will use this center
a mechanism whereby our members, seeking help, may be
'guided to the best available sources of care.

-as

Montefiore Hospital will perform certain highly specialized services, such as brain and neurological surgery, chest
surgery, genito-urninary surgery and radiotherapy for cancer.
-There will be available a diagnostic center for Teamster members. where such disease problems can have the complex diag20
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THE TEAMSTERS' FIRST STEP
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nostic services necessary before serious surgery or other treatment is underthken. Through this center we will be taking preliminary steps to ensure the best quality care for a given number of our members in highly-specialized areas. W~e will also
have a yardstick by which to measure similar care received by
our members in other institutions.
Establish and support a field laboratory in the form of a
specially-designed 20-bed hospital unit, in a new building, in
which tests will be made of new technical devices, management techniques and engineering designs, which can make for
higher quality medical care with less personnel and minimum
cost. It will study many aspects of hospital care, from electronic monitoring to housekeeping techniques. No similar
demonstration and research unit exists in the United States.
Set up a research project involving a picked group of
physicians, engineers, social scientists, design specialists, research nurses, administrators and others who will evaluate
the Teamsters' own medical care activities in the specially de-
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signed hospital unit as well as aspects of hospital operation at,
Montefiore, and at other suitable institutions.
Make a continuing study of every aspect of the patientdoctor-hospital relationship which can contribute to better care
at minimal cost..The research and demonstration aspects of the program
will be carried out under the direction of Columbia University,
at MNontefiore Hospital, in a floor to be added to a new building
presently under construction. The diagnostic service aspects
will be carried on by.Montefiore in two other floors to be added
to the hospital's Medical Group Building. The facilities and
operations will necessarily be limited in scope, at the outset,
but it is expected that even in their initial stages they will improve health services to our members who have health insurance
coverage which can be better utilized.
It is the hope.of the trustees of 'the Teamsters Joint Council
No. 16 and Management Hospitalization Trust Fund that this
unprecedented coordinationof the eff orts of labor, management,
university, and hospital will make a substantial contribution to
hospital and medical care in this community.
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[From the International Teamster]
NINTH MEETING OP' NEW YORK JOINT COUNCIL REVIEWS HEALTH PROGRAMS
Labor and management trustees of the Teamster Joint Council 16 Health
and Welfare Funds held their ninth annual meeting recently to review progress
of Teamster Center programs and discuss the status of health care for New York
Teamster families.
A feature of the 3-day meeting was a panel composed of some of the nation's top
health experts who discussed alternate methods of delivering health care. The
newest and best methods for providing the workingman and his family with
top quality health care were talked about in detail.
One session was devoted to a presentation of the Initial findings of an Intensive study of the experimental Teamster Center program which ended
last December after giving 1,000 Bronx Teamster families comprehensive medical
care over a 30-month period.
While all the data was not yet analyzed, It was the conviction of program
officials that this form of "hospital-based, group practice offering comprehensive
eare is the logical and most effective program within the context of today's
modern medical service."
Medical directors of the Montefiore Teamster Center and the New Center
at the Long Island Jewish Hospital reported on developments and experiences which Indicated that more and more Teamsters Union members are
taking advantage of the free health services available to them.
The conference highlight was an address made by Wilbur J. Cohen, Secretary
of Health, Education and Welfare in the Johnson Administration, and now dean
of the University of Michigan school of education.
Cohen, considered a foremost authority on the subject of health needs
in the United States, said the nation is still lagging In meeting Its health goals.
There are still 20 to 30 million Americans who do not have access to medical
care," Cohen said, "and in 1969, schools of medicine In the United States were
able to admit only 9,000 freshmen medical students of the 18,000 who were
found qualified for admission."
He described medical care In this country as "a fragmented, jig-saw puzzle;
it provides the best care In the world for some Americans, mediocre care for
others, and for millions of people-no care at all."
John Hohi of Teamster Local 3 and Frank Wolfe, management trustee, were
co-chairmen of the event.
IBT LOCALS LEAD ALL ORGANIZING
Affiliates of the International Brotherhood of Teamsters, as usual, led all other
unions In single-union organizing activity and success during the month of April,
according to a report from the National Labor Relations 'Board.
Teamster local unions took part in 185 of the total 624 single-union elections
participated in by all unions during the mionth-nearly a 30 per cent mark.
Teamsters won 88 of the total 329 victories, or 27 per cent.
Of the 13,839 employees eligible to vote In the units won In single-union elections, 1,622 of them--or nearly 12 per cent-voted for Teamster representation.
NEVER-SAY-DIE

IS

PASSWORD IN

MANCHESTER

Teamster Local 633 of Manchester, N.H., has finally been certified as the reprcsentative of 14 shop foremen, mechanics and garage helpers employed by Blue
Line Express, Inc., In Nashua, N.H., after a year-long struggle following a National Labor Relations Board election.
Edward T. Pitman, Local 633 secretary-treasurer, said the election was held
more than a year ago among 14 eligible voters. Eleven cast ballots. The tally was
even with 1 ballot challenged. The result was 5 hearings all the way to a circuit
court of appeals. Finally a year later, the challenged ballot was opened and a
revised tally was issued by the NLRB showing that Local 633 was the winner.
"This was a long hard fight," said Pitmian, "and it seemed that each time we
would win, the employer would come back from another angle and take us on
again."
He gave credit for assistance from Robert Wheeler, Local 633 business agent,
and E~rnest Bolduc, the worker involved in the challenged ballot.
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WHY DOESN'T SOMEBODY DO SOMETHING? ,For years, unions have been
negotiating increased employer paym TR1or health & welfare plans, only to
see the increases chewed up by constantly rising costs. As a result, many
benefits have stood still; some have actually diminished.
A furthinr result: health plans almost never cover the full costs of
the worker's or his family's health care; almost invariably, he is forced to dig
into his own pocket for the balance (See below. )
Beyond that: California unions spend half a billion dollars a year on
their health plans. There is no overall planning, no central direction, and only
Inadequate standards to guide their spending. And they have almost no way of
measuring the resultoj.
The REPORT is one way of tackling the job - by letting unionists know what's.
happenin-g In the health field. We would appreciate your frank comments.

The California Council asked Los Angeles bakery wagon
drivers how much of their health care expenses wdre
paid by their negotiated health plan. Here's what 787 of
them, covered by an insured plan, said:
The negotiated plan paid, on the average, $164 in a
6-month period - about 43 per cent of the total expense.
-
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The member himself paid $196 "Out-of-pocket" or 51
per cent of the total bill.
-

-

Other insurance plans paid the remaining 6 per cent.

Only 1 per cent of those who had expenses in this period
reported that the negotiated plan had paid all of their
family health care bills.
-

Among 390 drivers covered by the Kaiser plan, they reported:
-The
member himself paid $196 "out-of-pocket" for
expenses over and above the health care provided by
Kaiser.

- Only 10 per cent in this group reported that the negotiated health plan took care of all of their expenses.

How does your health plan measure up?

HOW ABOUT PUBLIC REGULATION OF HOSPITAL RATES?: If Bay Area
Hospital rates are raised in the next few weeks, it's a sure bt that most of
the blame will be placed on increased nurses' pay. It's a familiar appeal,
but how sound is it?
Einar Mohn, chairman of the California Council and director of the
Western Conference of Teamsters, raised some serious questions when he
appeared, with other union representatives, before the fact-finding panel in
the nurses' pay dispute.
To what extent, Mohn wanted to know, are high costs the result of
wage increases for hospital workers or of "the consistent failure of the industry to come to grips with Its own problems of poor or non- existent planning?"
The California Council, Mohn said, will insist on full public disclosure of the price structur-e ite
health care industry - professional fees as
wfel as institutional charges. It will continue to raise questions about rate increases untill we can achieve some public understanding of what constitutes
'reasonable' costs and charges for health care."
Lou Goldblatt, secretary-treasurer of the International Longshoremen's & Warehousemen's Union, and George W. Johns, secretary of the San
Francisco Labor Council, raised the strong possibility that hospitals ought to
be regulated as public utilities.
"This business of hospitals unilaterally charging any rates they desire
must be stopped, " Johns told the fact-finders. If a substantial change in hospital costs forced health & welfare premiums up, Johns said, labor might be
compelled to demand legislation permitting the public to scrutinize and review
hospital costs.
Goldblatt put it this way: "As consumers of hospital care, we are becoming increasingly fed up with the arrogant position of the hospitals - their
unwillingness to make public their financial condition or to entertain any consumer participation. If this attitude persists, I can guarantee a rising demand
amonggthe unions for some sort of public regulation of hospital rates, perhaps
through declaring hospitals to be public utilities. "
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JUST HOW HIGH
- OR 110W LOW IS "REASONABLE ?"

Reports of sharp increases in medical costs have
union officials increasingly worried. The California Council hopes this month to raise the question

with at least one strategic state body.
A major part of the question - followed. by a whole chain of subsidiary questions revolves around what is a "reasonable" charge for medical services. Reimbursement under both the MediCare and MediCal programs are tied to this definition.
The body assigned the job of writing standards for "reasonable" costs is the
Health Review and Program Council, set up under the Casey Act along with the
MediCal program. But labor representatives are puzzled at thle failure of the
Review and Program group to act.
Members of thle Council have not been informed whether any standards for
reasonablee cost" have been set. Nor have they been asked for their advice in
setting such standards.
As of now, not much is
MediCare and MediCal
is that they are rising.
"'benchmark" figures.

known about the level of costs prior to the start of the
programs. Most of what is known about costs since then
But neither of these questions can be answered without
And nobody seems anxious to get them.

But with the rising demand for "mainstream" medical care from MediCare and
MediCal, the union member is likely to have these questions answered in the
form of higher doctor and hospital bills. With only the justification that "labor
costs" have gone up or that doctors are simply charging more.
Here's one example of what may be going on: a Southern
California hospital budgeted a 60 per cent occupancy in
July, 70 per cent in August. It figured that this would
yield a net profit per patient day of 99 cents in July and
$1, 41 in August - since costs fall as occupancy rises.
Actually, the hospital earned $6. 03 per patient day in
July and $6. 98 in August. The hospital has now announced
an increase of $8 per day - without taking into account the
increased profit that comes from higher use.
Is the increase justified? Under present circumstances,
nobody outside the hospital itself can really say.
And the hospital people aren't talking.

UNIONS HAVE COMPANY

Before the end of the last session of Congress,
President Johnson demanded a "fast, broad
*
Federal investigation into climbing medical-care costs... " (Wall Street Journal, Aug. 24, 1966). Health, Education and Welfare, the Labor Department,
'50i the Council of Economic Advisors were told to take a "hard and very quick
look. "
Partly as a result of their findings, Congress passed a "Comprehensive
Health Planning" law as one of its final measures in the last session. The full
impact of that law is just beginning to be discussed publically in California.
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What Congress is now telling the states, in effect, is this: put your
houses in order, and start doing some meaningful planning to see that your
people actually get the health care that is bcing paid for by the U. S. , or we
may have to set up some strict controls, limit your discretion in how these
funds are spent, and experiment with some new federal programs involving
provision of direct services in government facilities.
Will Governor Reagan adopt the necessary planning mechanisms now required by the federal government in Public Law 89-749, the new "Comprehensive Health Planning" law? And will he make them work effectively? The
Council for Health Plan Alternatives will demand that he do so, and will keep
you informed of all new developments in this crucial area of health care planning.

COSTS CONTINUE UP

In the meantime, watch the price figures- -they tell
much of the story. The Cost of Living is still rising
fast- -but the Cost of Health Care is rising much faster. This cost index is a
barometer, indicating the need for action and the urgency of the problems in
the health care field.
Consumer prices were up 4 cost of living "points" (or 3. 6%o)in the year
between November 1965 and November 1966. That was 14. 6%6above the 19571959 consumer price average. But medical care prices, during the same one
year period, rose 7. 9 cost of living "points, " (or 6. 5%), to a level 31.3%6 above
their 1957-195 9 average. In other words--medical care prices continue to increase about twice as fast as all other prices.
Drug industry leaders are disturbed, too, over the threat of a revival of
the late Senator Kefauver's probe of "profit in pain. " The possible use of
generic - or real - names for drugs prescribed under AlediCare, instead of
brand names, tends the drug manufacturers into something of a tizzy.
One thing is clear- -the federal government has acted, and will continue
to act with follow-up legislation, to protect the interests of people who are receiving federal funds for health care, The state has enacted, and will now have
to improve, health care services for old people, poor people, and others- -services paid for primarily with federal dollars.
The question of concern to this REPORT is: What are our unions in California doing to protect the health care interests of their members? Where is
our comprehensive planning? Are you participating in its development? Or
just waiting until the annual expenditures by unions for health care reach the
billion dollar level? What are your members telling you about their out of
pocket expenditures, and about their problems in actually getting the health
care their negotiated programs are supposed to pay for?
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ATTACHMIENT NO. 4

FROM THE
WESTERN CONFERENCE
OF TEAMSTERS
Win J. Kelly, Director of Inlorwohlon

1870Ogden Driveit

Burlingame, California 94010

Phone 691.0500

fact she et
T hie
Project began
barbenefit Community
in the 1964 collective
as aCalifornia
negotiatedCanncry
gaining agreement between the Cantery Workers Union

(Teamsters) and the California Food procestors. The
heart of the project was the develoipment of a cuimpre-

henuive healtttstestingl and follow-up system suitable to
the special needs of the cannery community.
The actual teasing Program waspusinto effect June.
October 196t7, three years alter the initial union.
management agreement of 1964. One yearlater (June.
of testing took place.
October 1968), tlse second seasoni
Thus, in each of these years, approximately 21,000 per.
sons (95% of those eligible) underwent anextensive bat.
(try of health tests. Follow-up procedures (tlcvetoped in
1967) were then continued, and were subitantdally in.
proved in 1968.
The site of tinework is the group of caisneries located
In 15 counties in California. The health testing wasdone
at nearly 100 plants,
during the canning season

Tiheethnic composition of the work force varies from
plans to plant. A significant proportion Is Mexican.
Amenicain. In tome of the smaltbr San Joaquin Valley
communities, cannery workers are mostly of ScandinaSacramento,
vian or German extraction; In Stockton asid
there are sizable groups of Chinese-American women
(non.Engllvh speaking); most of the Negro employees are
in the Oakland area,The ethnic distribution of the 1968
examines was:

Number
Caucasian "Anglo" 13,558

Pee
cent

(4
5,0116
1,333
Oriental aridother 1,083
were: Gorton A.
Physician consultants to streprsngrarn
Blikind, M.D.. William J. Kieferdori, M.D., Harold
Mexican-American
Negro

Rosenblum, M.D., Samuel R. Sherman, M.D., EarlL,
Stern, M.D., and GeorgeK. Waver,M.D.

(The results of alltests aretreated Inthe strictest confidence end never aremede known to the employer
the findings ure madeknown only to the worker's
or to the union. Whenever abnormalities eredeotected
doctor whom he Isencouraged to contact for whatever remedial treatment is Indicated.)

------------ - ----Of the 21,300 persons tested In 1987 more than 50 percent were found to have abnormalities
that warranted attention on the part of a physician.
Of the 20,926 workers tested In 1968 there were 8,699 who were found to have one or more
abnormalities.

There were 4,502 examinsees with one or more abnormal findings iti 1967 who were tested again in 1968.
Of these, 2,071 or 46% isad no abnormalities in 1968.
Comment The significant reduction in abnormal findings may be attributed
in part to tise health Icsting program which was instrumental in
bringing examines under the care of a physician.
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There werc 4,679 persons who were normal in 1967 and who were retested in 1918. 01' these. 1.531) or about1
1/3 developed one or more abnormal findings during the year.
comment: This emphasizes that a person with normal findings during one
testing year has a one-in-three chance of' developing an abnormal
finding within a one-year period. Those examninees in thie oldur
age groups have an even greater tendency to develop disease.
For those exanminees whose test results showed one or more abnormal findings. their physician was asked iflhe
had previously known of the condition. As of this date physicians have responded to thi, queCstion for 4.938
abnonmal findings and have indicated thlat 36.7% of these abnormal findings were nof previously known to
the physician.
C'omm~ent: By presenting thie physicians with a profile of test results on
each examinee a significant number of new (previously unknown)
findings were called to their attention. The program thus served
as an effective tool for the physician in his effort to provide care
and maintain thiehealth of his patient.

The results of the 1968 tests are listed below, and the diseases to which they are related are also noted.
It is important to keep in mind the meaning of these findings. They are not diagnoses, and they do not
necessarily indicate the presence of disease. But they do indicate conditions that are outside normal ranges
and require review by a physician. From these findings the examinee's own doctor is able to make a diagnosis
and prescribe appropriate therapy.
r
5'.Liver and Bile Duct Disease
Number of
425
Blood Serum Bilirubin
Abnormal Findines
154
Blood Total L.D.H.
Diseases
I. Heart and Blood Vessel
2,011
Blood Pressure
6. Anemia
792
1,916
Elect rocard iogrami
Hematocrit
1,874
520
Cholesterol
Hemoglobin
2. Disease of Chest & Lungs
Chest X-Ray
Spirometry

301
415

3. Kidney and Bladder Disease
Urine Occult Blood
Urine Albumin
Blood Urea Nitrogen
Blood Creatinine

235
536
468
19

4. Diabetic Disease
Urine Glucose
Blood Glucose

273
S17

7. Gout and Arthritis
Blood Uric Acid
8. Syphilis
VDRL
9. Glaucoma (Blindness)
Ocular Tension
10. Cancer (Femnale)
Breast lixainination
Papaoicolaou Sinear
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COMPARATIVE DISTRIBUTION BY SEX OF
CALIF. LABOR FORCE* AND CANNERY WORKERS
TESTED IN 1968
Sex

Celli. Labor Force %6 Cannry o;"rk-ers-T-ested %

Males
Females
Total
*Estimated.

66
34
100

45
5
100

____

COMPARATIVE DISTRIBUTION BY AGE AND SEX OF
CALIF. LABOR FORCE# AND CANNERY WORKERS
TFS7 FL) IN 19111
Total
Calif.
Labor
Force %

Cannery
Workers
Tested %

Calif.
Labor
Force %

<35
35.49
650

40
34
.26

34
37t
29

41
33
26

Total
'Estimated.

100

100

100

Age Group

'

Males
Cannery
Workers
Tested %
43
33.
24
100

Females
Calif.
Cannery
Labor
Workers
Force %
Tested %
46
34
28
100

~

27
40
33
100

NUMBER AND PER CENT WITH ABNORMAL FINDINGS
BY AGE AND*SEX. 1968
Males
Age
Group

No.
Tested

No.
Abnormal

Total, all ages
<20
20.24
25&29
30-34
35.39
40.44
45.49
50.54
55.59
60.64
>'65

9,650
782
1.271
1,0668
972
1.056
1,042
1,032
855
785
572
115

3,897
257
394
311
349
366
404
455
441
'461
373
86

Females
%No.
Abnormal
40.8
32.9
31.0
29.1
35.9
34.7
38.8
44.1
51.6
58.7
65.2
74.8

Tested

No.
Abnormal

%
Abnormal

11,440
375
787
865
1.097
1,281
1,648
1,648
1,597
1,314
.769
79

4,802
133
229
264
376
452
646
688
783
705
473
53

42.0
35.5
29.9
30.5
34.3
35.3
39.2
41.8
49.0
53.7
61.5
67.1

NUMBER OF EXAMINEES
WITH ONE OR MORE ABNORMAL FINDINGS, 1968
No. of
Abnormal
Findings
Total
1
2
3
4
6+

Examines&
No.

1

8,699
5,884
2,012
.57i
165
66

100.0
67.7
23.1
6.6
1.9
0.7

.

.. '
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An analysis of thle tests given in 1967 and 1968 to both male
and female employes has permitted the drawing of certain general
conclusions.
For instance, it would appear that males in general are not
as healthy as females and are not as mindful of keeping in shape. On
the whole men workers exh ibitedl a tendency to neglect theitc physical
condi tionl, niort, often2 thain not de fearing visits to doctors until ciii vc'
by desperation to take such a step.
Women, on the other hand, appear to be much more health
conscious, see a doctor with some degree of regularity or arrange to
see one soon after a sympton becomes manifest.
Secondly, the tests indicated that one-in-three persons are
likely to develop an abnormality within a one-year period. As a person becomes older the greater is the tendency for him or her to be
afflicted with a disease or some physical disorder.
Furthermore, it was determined that 30 percent of the workers
tested- -and these were considered to be typical of the low-moderate income class of working people- -are overweight.
"The kind of preventive medicine embodied in these tests has
more than proven its worth, " said Einar 0. Mohn, director of the
Western Conference of Teamsters. "While it is not possible to apply
a precise measurement to their value, we do know that thousands of
workers are in better health as a result of having maladies corrected
and the lives of other definitely have been prolonged.
"During the 1967 tests it was determined that one out of every
three persons examined had no physician or saw a doctor with any
degree ol regularity. In th-c light ni the significant reduction -- 46 perecIii - in abnormal findings as determined by tests given in 1968, it is logical
to attribute this decline, in part at least, to the health testing program
which was instrumental in bringing examinees under the care of a
physician.
Those officials associated with the tests acid the analysis thereof
pointed out that the percentage of abnormalities among whites and MexicanAmericans were almost identical while it was somewhat higher am-ong
Negroes. Abnormalities were greater in the 35-49 age rackett for' all
groups except caucasians where they were more pronounced in persons
50 years or older.
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HEALTH TESTING SERVICES,

INC.

1968 CANNERYWORKERS MULTIPHASIC HEALTH CHECK-UP
AGE/SEX DISTRIBUTION FOR EACH ETHNIC GROUP AND
THE PROPORTION WITH ONE OR MORE ABNORMAL FINDINGS

II~JAll results normal

One or more abinormal results

~ICAN
~,016)

ME)
(N-5

CAUCASIAN
(Nal3,558)

FEMALE

MALE

FEMALE

MALE

IZIviZI
'iz

50 &over

.KuII~z.

35 - 49

IZ I

Under 35
30

20
10
10
20
Percent of Examinees

30

30

3

OTHER & UNK.
(N=1,083)

NEGRO
(N.1, 333)
M ALE

-V 10
20
10
20
Percent olf Examinees

ALi

FEMALE
50 &over
35

FEMALE

-49

Under 35

30

25
10
20
Percent of Examinees

30

30

20
10
0
10
20
Percent of Examinees

3
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SCHEDULE, 1968 TESTING SEASON
Plant
ElIrnayvillo!
Oak land
Richmond
Oak land
Oakland
Oakland

Del Morilo ,
DelMontn #37
Del Monte #24
Cal Can &5
Stokely.Valr Camp
Gerber's
Fruitvale

city
Oakdale
Rinerbank
Modesto
Modesto
Modesto
Modesto
Turlock

Haymard

Tracy
Hollister
Gilroy
San Jose

saii Irate
Santa Clma
San Jose

San Jose
San Jose

Sannyvale
Santa Cruz
Sunnyvale
San Jose
San Jose

Hunt Wesson #12. Hunt Wesson#11
Treasure Island. Ladies Choice
Calif. Conserving (Fremont)
Mission Maid IF rewont)
Hunt WessonCan Plant
Heinz
Fairview
Hollister Canning
Cal Can #1
H. J1.Heinz (Watsonville)
Del Monte #39
San Garden
Dole
Catifornia Contemirates
Eleecl Nut
Dully-Mot. USPWarehouse
USE,
Conladina
USP Can Plant
Cal Can #2
Tni-Valley #5. Del Monte #39
Santa Clara Packing
Cal Can #3
Stokely-Van Camp
Libby. McNeil & Libby
Cal Can #4
Del Monte #3
Piknik

Atwatcr
Merced
Merced
Pdsttnrson
Antiloch
Martinez
Vacaville
Davis
Woodland
Gridley
Oronitle
Yuba City
Sacramento
Sacramento
Sacramento
Lodi
Thornton
Stockton
Stockitnn
Stockton
Stockton
Stockton
Selma
Kingsburg
Fullerton

Plant
Hunt Waston
Con tadima
Tri-Valley #2
Tro-Valley #1
Stanislaus Foods
Tillie Lewis, J Hungerlord.
Smith. Haig Berberlan
G. W. Hame, Cal Can 4%
Bright Foods
Davis Canning
Cal Can #0
USP
Tillie Lewis, Pattersoni Free.-ig
Western Canning, Hlckwott
Martinez Foods
American Home Foods
Hunt-Wesson
Coiltadina
Libby. McNeil & Liby
Stokely-Van Camp
Del Monte #14, Harters
Bercut-Richards
Del Monte #11
Libby, McNeil & Libby
Stokcly-Van Camnp
Cal Can #6, Heinz IlIsletonl
Tni Valley #4
Wilson Foods, Tni Valley 93
Tillie Lewis, H.j Heinz
Cal Can #7
Del Monte #33
Libby, McNeil & Libby
Del Monte #25
Hunt-Wesson. Wesson-Oil,
Hunt-Wesson Can Company

(The schedule foe 1970 testswill be virtually the sameas the above)
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[From the International Teamsters]
HEALTH BENEFITS-DENTAL DIAGNOSTIC CENTER OPENED FOR 25,000
PHILADELPHIA TEAM STERS
Almost 25,000 Teamsters Union members employed in the trucking industry
of the Greater Philadelphia Area nowv can enjoy additional dental care benefits

at a Dental Diagnostic Center opened in early April at Ilhemann Medical College and Hospital.
The program is administered by the Teamsters Health and Welfare Fund of
Philadelphia and] Vicinity. It covers members of 14 Teamster local unions In
Philadelphia, Norristown and Chester, Pa., Wilmington, Del., and Collingswood
and Atlantic City, N.J.
EMPLOYER PAID

Supported by employer contributions as provided In collective bargaining agreements, the program provides for diagnostic and conventional X-ray examination without charge.
Eligible Teamsters wvill receive a complete dental diagnosis which Includes
the evaluation of all teeth and the soft and hard tissues of the mouth. All equipmient is of advanced design and Includes automatic film processing that can finish an X-ray print In less than 4 minutes.
A contract between the Teamsters Health and Welfare Fund and Hahnemann
provides that all covered members and their spouses will be examined preliminary to treatment by their own private dentist.
THE STAFF

The center will be staffed by 2 dentists and 4 dental assistants.
TRUSTEES

Trustees of the fund Include: International Union Trustee Maurice R. Schurr,
president of Teamsters Local 929 In Philadelphia; Edward Battisfore, president
of Teamster Local 107 In Philadelphia, and Peter P. Schultz, president of Teamstehr Local 470 In Philadelphia. Employer representatives are Richard W. Cutaiar of Mushroom Transportation Co.; Vincent RI. Dagen of Branch Motor E~xpress Corp., and William J. Lemon of Spector Freight System.

RETIREE WRITES

DEAR SIRS: I have been retired for the past 3 years and have been a truck

driver for the past 22 years for John Schutt Truck Co., of Buffalo, N.Y. I owe
all to Teamster Local 449 of Buffalo, N.Y., and the International Brotherhood of
Teamsters. I am enjoying my pension. My sincere thanks to all of you.
Fraternally,
WILLIAM DAUMAN.

SCRAP METAL
Ten employees of Standard Scrap Metal Corp., of Brooklyn, N.Y., recently
voted unanimously for representation by Teamster Local 917 In a National Labor
Relations Board election, according to John T. Burke, president of the local
union.
SEARS WIN GAINS 250 IN CALIFORNIA
A majority of the 250 employees In a Sears, Roebuck & Co., warehouse In
Vernon, Calif., recently voted for representation by Teamster Local 986 of Los
Angeles In a National Labor Relations Board election.
M. E. Anderson, secretary-trea surer of Local 986, said the ballot count was
118 to Ill In favor of the Teamsters. The unit Includes general warehousemen,
shipping and receiving workers, checkers, fork lift operators, and order fillers.
The warehouse pools major appliances and furniture for Sears retail stores in
Southern California.

Mr. FITZSIMMONS. Mr. Chairman, I don't know whether the findings of our survey would be valid if we could apply them to all citi-
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zens. But, even if it can be assumed that they were only 50-percent
valid, the results would justify the immediate adoption of the Health
Security Act with its quality controls.
To show how serious Teamsters are about quality and comprehensive
health care for its membership, at the Montefiore, Teamster Center, in
New York, eligible members and their covered dependents have access
to advisory services dealing with every possible health-care problem,
and to first-class, comprehensive diagnostic se-vices. Surgery for certain specified categories of serious conditions is provided-at no additional cost to themselves. (See attachment No. 2.)
Because the Teamsters have long been concerned about quality
health care, we have, in the last decade, undertaken a number of pioneering programs to test various mechanisms in preventive care and
comprehensive treatment.
Four of these have been:
(1) A mobile health examination unit has for the past 4 years been
going from cannery to cannery in California to examine Teamsters
members to determine whether they have any undetected health problem. This is an on-premise type of examination, with employees given
f ree time off under a program which is underwritten by the employer
in accordance with our contractual relations.
(2) In the- Greater Philadelphia area, a pilot program was undertaken for the more than 25,000 Teamsters and their families to
give regular and free dental exams to determine the need for furtlher care. (See attachment No. 5.)
(3) In 1966, the Teamster Joint Council 16 and the related trust
fund set up a 2-year pilot medical program to provide comprehensive
care for a selected sample of Teamsters and their families.
(4) Many unions on the west coast are seriously concerned about
the broad scope of adequate and quality health care for their members, and present failure through existing systems to achieve those
objectives. Under the leadership of the Western Conference of Teamsters, they have formed the California Council for Health Plan Alternatives, whose purposes are explained in detail in Attachment
No. 3.
Briefly, the California Council plans to pool the strength and good
sense of unions there to assure the union member and -his family the
best possible care his employers' contributions can buy-I might say
at this moment it is not just the Teamsters Union, but all segments
of organized labor from all internationals having members "in the
StateMake their collective voice heard in dealing with organized
doctors and hospitals and other segments of the' health industry,
in developing adequate standards of care, in planning the necessary facilities; and
Encourage new ideas and experimental programs to provide
real and effective competition for existing plans.
These four examples-and a number more which I haven't specifically mentioned-have proved to be highly successful examples of
our search for preventive medicine and quality care programs for
our members. (See attachments Nos. 3 and 4.)
At this point, I should like to say that, under a national health
program, we need to rationalize the organization of medicine. We
59-661 0-71-pt. 3-4
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must develop economical and reliable systems and subsystems of providing medical care. This means that we have to know who needs
care and how to provide it most efficiently and economically.
The administration program uses the present health insurance industry as its foundation to build a "national health insurance partnership." Within limits, the health insurance industry has provided
some protection to some people who are ill in meeting part of their
medical costs.
But, the health insurance industry has fallen down in what should
be the cornerstone of any health program; namely, the field of early
detection of illness-preventive medicine.
Unfortunately, I see nothing in the administration proposal to
spur the insurance industry to shift its focus from reimbursement of
medical costs to keeping people healthy.
It is true that the administration proposal provides for establishment of a. new type of organization called Health Maintenance Organization (HIMO).
But, this still remains to be organized, developed, and put into operation. Meantime, millions of workers and their families covered by
existing health insurance policies find that they have to pay out of
their own pocket to find out whether they are well or ill. There
is nothing in the administration proposal, as I read it, which would
enlarge present insurance company policies to cover health checkupspreventive medicine-and I see this as a major defect.
This is why a number of Teamster local unions have had, in recent
years, to set up their own screening and testing programs to fill this
major void in the health care system.
Our local unions have had to undertake and expand screening and
testing programs because they were not provided under insurance
plans, despite the self-evident fact that early detection of illness can
materially influence the duration and expense of treatment.
Multiphasic screening and similar physical examinations have a
positive value in detecting illness. Early detection means improved
chance of cure, less prolonged illness, fewer expensive procedures,
most efficient use of medical manpower and facilities, and freeing
scarce medical resources for other patients.
Health checkups keep people well. That should be a key objective
of any health care plan.
Health testing, leading to preventive maintenance, is the foundation for quality and efficient medical care, and on this point, there is no0
requirement that insurance plans provide for reimbursement for testing in the administration approach.
Why do I stress health testing as a form of preventive maintenance?
Because over the years we have gained experience in the beneficial
results of such testing programs.
Take, for example, the Teamsters' California Cannery Workers examination program.
During 3 years the screening program has been in effect nearly
85,000 examinations have been made. The most recently reported results of these examinations show that in 1969:
Of the 21,000 people examined, more than two in five had one or
more abnormalities.
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More than one out of every three of the people with detected abnormalities did not know they had them nor did their physicians.
Even tests physicians often administer routinely-such as blood
pressure-revealed nearly 25 percent positive findings which were
previously unknown. (See attachment No. 3.)
Of course, all those who had conditions requiring treatment were
referred to physicians and appropriate followup programs were instituted to assure treatment was given where needed.
There can be little doubt, Mr. Chairman, that over the years this
testing program has prevented thousands of more serious illnesses
from occuring, due to early detection. We have no way of knowing, of
course, but its very likely that scores of lives have been saved.
Can you imagine the untold suffering and premature deaths which
might have not occurred had a similar program been in effect for the
entire American population during the past 20 years?~
Under provisions of the Cannery Workers' health and welfare
funds, physicians' visits of examinees referred for evaluation generally was not covered.
in 1970, trustees established a "1followup evaluation trust fund"
based upon an additional 1-cent-an-hour contribution. Under this
plan, we pay for the additional doctor services, including consultation and any additional lab and X-ray work, resulting- from the
health checkup referral. Inpatient services are generally covered by
other portions of the health and welfare program.
A significant feature of the followup evaluation program is that,
in most cases, the personal physician submits his diagnostic report
and bill to his medical society where it is "peer evaluated" for appropriateness of services and charges.
Upon approval by the local medical society, and our own physician
consultant staff, the claim is then paid. Although we have not yet
completed our report on the 1970 followup program, we expect that
this arrangement with the medical societies will provide measurable
improvements in patient care and control of costs.
As I said in the beginning, President Nixon is to be commended for
his recognition of thie problem. I refer you to his expression of concern in his recent health care message to Congress:
For growing numbers of Americans, the cost of health care Is becoming prohibitive. And even those who can afford most care may find themselves Impoverished by a catastrophic medical expenditure.

Our disagreement with the administration approach is especially
in the following three areas:
1. It does not offer a solution to runaway health care costs which
now exceed $70 billion annually-nearly three times what it was 10
years ago-while the health security program, as I have pointed out,
would hold down the rising costs.
2. The administration program unfortunately perpetuates a myth
that the needs of the consumers and the providers and insurance companies are one and the same. Obviously, this is not so. The health
security proftram, on the other hand, assures that consumers will have
a meainingful role at every administration level, and consumer organizations will be given technical and financial assistance to establish
their own comprehensive health care programs.
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3. The administration's proposals for greater support of medical
education and for development of health maintenance organizations
are imprecise in essential aspects, but are generally commendable. But,
we need to put 10 times what has been recommended into immediate
planning and development support for prepaid group practice? or-as
the administration calls them-health maintenance organizations.
In short, the administration plan falls short of being a comprehensive health plan because it has deductibles, coinsurance provisions,
and for the reasons previously stated.
Additionally, we fear that close examination of the administration
approach will show that we are about to travel again down the same
road toward national health care which has brought -usto our present
crisis.
Mi.. Chafirman, we in the Teamsters marvel at the magnificient techniques of health care treatment. While we have not seent them ats a
television spectacular, we know that development of medical science
in this country compares or surpasses technology which has landed
Americans on the moon.
Now, I submit, is the time to implement the process-through the
Health Security Act-of bringing methods of providing health care
abreast with miraculous techniques of medical treatment. We can
no longer stand by and watch citizens suffer or die, often with accompanying bankruptcy, solely because we do not have efficient medical logistics to put them with the doctor who has the knowledge and
wherewithal to prevent needless suffering and death.
I request permission, Mr. Chairman, as these hearings proceed, to
submit a supplemental statement when we have had time to review
and coordinate additional information which we believe will be helpfuil to the committee.
In the meantime, the International Brotherhood of Teamsters urges
prompt action by the entire Congress.
On that note, Mr. Chairman, I rest as far as our testimony is
concerned, and as I said, in addition to my statement we have supplied
additional facts as far as our study that I referred to.
Senator KENNEDY. I want to thank you very much, Mr. Fitzsimmons, for your comments and for your testimony. I think you really
highlighted the significant points of the Health insurance Act which
I had the pleasure of introducing, and pointed out for the record the
areas which you think would be most valuable in terms of meeting
the health crisis. I think those comments and the studies and the
appendixes which you have also asked to have included will be extremely helpful and useful information.
Could you tell us a little bit about what the effect of these spiraling
medical costs has been in terms of your negotiations with the employers?
What has been the effect of the. increase in health costs? What
has this meant in terms of the people that you represent? Have you
found that these medical costs have been increasing. at an exorbitant
rate and, if so, does this present difficulties for you in bargaining for
the Teamsters themselves, in assuring that you are going to get comprehensive coverage?
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Mr. FITZSIMMONS. I would like to suggest that it is like chasing
our tail. We find that actual medical costs, in some areas have increased three times greater than the cost of living.
'We find that just keeping abreast of the present standards that we
have maintained consumes upward of 50 percent of actual increases
that we negotiate.
We find that some of our programs, as I said this morning, which
are independent of our area plans, find themselves negotiating more
money for social benefits than what they actually negotiate for wages
to meet the cost of living.
Again, as I said, it is just a vicious circle that nobody can solve,
and we just keep on chasing it.
Senator

KEiNNEDY. I

gather f rom what you point out that it is ex-

tremely difficult to try to negotiate the kinds of health protections
that you would like to be able to in terms of the membership, because
of the extraordinary increases in these costs.
Mr. FITZSIM31AONS. Well, just to be blunt about it, we have studies,
naturally, going on in our program all the time. We find that, and
I made reference to some of the attitudes of services that are givenwe find when many of our people go with their children for a tonsillectomy, or different medical proceduires of improvement or necessity,
that the doctor does not necessarily base his costs on what his services
are.
He asks them to bring the policy in to find out what the policy will
pay for.
We actually have the facts. For instance iii tonsillectomies, and I
won't use the figure as an accurate figure, but a round figure, a tonsillectomy for a child, a doctor charged $20, and hie found the policy
provided $40, and hie did not have the courtesy to make out a new
statement for the patient, but just struck out the $20 and put down $40.
This is the problem we have in providing health care for our people, because they are at the will of those people who do charge for
the services.
Senator KENNEDY. You illustrated the report that was conducted
by the Columbia School; you illustrated a number of different examples then in that report of various procedures which were undertaken and obviously were not necessary.
Do those incidents which you mentioned affect the poor, or the
middle class?

Mr.

FITZSINIINONS.

They affect all.

Senator KENN,\-EDY. It is not just, therefore, the middle class worker
or teamster member who is making anywhere from $8,000 to $10,000
or perhaps even more a year, that is being subjected to these kinds of
abuses, as I understand from your testimony, sir~.
Mr. FITZSIMMO-N-s-. All our membership, Senator, and we have membership in income ranges anywhere from $5,000 to $6,000 up to
$30,000 dollars, and this was not selective.
This was a generalization of our program in New York.
Senator KENNEDY. So I would gather that these kinds of abuses are
affecting the middle class, really.
Mr. FITZsl3M~oNS. Very definitely.
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Senator KENNEDY. You are interested in the abuses that presently
exist in the system, as shown in your report, and I think your report
showed that those abuses are taking place all across the spectrum
and are affecting people in that economic bracket.
Mr. FITZSIMMONS. I think this was one of the guidelines laid down
by Dr. Trussel, that it would be a general study.
Senator KENNEDY. I think people assume today that these abuses
aire taking place just against the poor and the working poor, and I
think your study quite clearly indicates that it is hitting the middle
class, the highly skilled, or highly compensated worker as well, and
I think that this is important to understand.

Mr.

FITZSIMMONS.

Very

definitely.

We have, example after example of people making $10,000, $12,000
or $16,000 who are faced-in some instances more drastic fall downs
than even the poor people, because the so-called poor people, as you
refer to them, have some relief through welfare programs.
Senator KENNEDY. Mr. Fitzsimmons, the Teamsters have negotiated
a comprehensive kind of health program, so could you or your associates, perhaps, describe how you view this program in terms of
its benefit to the members of your union?
Perhaps Mr. Weiss could do that?
Mr. FITZSIMMONS. I would like to refer to Mr. Weiss, because he
has done extensive studies on that.
Senator KENNEDY. The Teamsters themselves are probably eight or
10 unions that have extremely progressive kinds of health coverage for
their workers, and what we are interested in is how this program
would actually affect the members of the union.
Mr. WEISS. Mr. Chairman, as I am sure you know, there are a
variety of methods of providing health care or health reimbursement. Most of the practice today is to provide reimbursement for
medical expenses.
However, the Teamsters Union now, for, I would suggest, close
to more than two decades, has in a number of areas throughout the
country provided health care through the provision of prepaid medical plans which provide for doctor and dental services, rather than
establishing a relationship between a patient and a doctor through a
check.
We have had such plans in operation in various parts of the country, and just by way of illustration, permit me to mention one which
I know on the basis of firsthand knowledge has been in existence for
more than 20 years.
It provides the full broad spectrum of preventive check-ups, doctors services in the event of illness, including dental services should
such work be necessary.
This plan operates through doctors and specialists in close cooperation with the hospitals in the particftlar community to provide topnotch supervised control of medical care which is financed solely and
uniquely through employer contributions.
In other words, instead of going through the insurance route, in
this particular case they went throu gh the route of providing medical care and medical services, and our members and their families, and
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this includes, as you mentioned, a spectrum of workers whose wage
rates vary from rather minimal to rather high-paid workers.
All of ihem get the same care through a program administered by a
doctor, by a doctors' council, who are full-time staff employees of tIS
particular Teamster health center.
It is a program which has elicited the admiration and the study of
comparable groups throughout the country, as well as foreign~ groups
who are envisioning the same type of care.
There is no concern, no fear, on the part of the patient, that is, the
member and his family, that hie will not be able to meet the costs.
He does not have to concern himself about costs, because when he
goes in for treatment hie will know that hie gets topnotch quality treatment without a, cent further to be paid on his part, and this is what
we admire about the Health Security Act, and one of the things we
also find commendable in terms of sponsoring HMO's health medical
organizations, in the, current administration proposal.
We feel that there should be an inducement and an incentive and a
broader enlargement of this kind of service.
Senator KENNEDY. Therefore, the workers or the Teamster official
making, say, $6,000 or $7,000 a year, versus one that might be making
$20,000 a year, they are both entitled to the same kinds of coverage
and benefits?
Mr. WEISS. To the extent that the collective bargaining provisions
call for employer contributions to this particular fund which provides
the medical service, the sweeper as well as the skilled machinist gets
the same service and the same quality.
Senator KENNEDY. Now, what is the reaction within the union itself
to that?
Mr. WEISS. They love it.
Senator KENNEDY. Do you find that someone in the higher bracket
is resentful that the sweeper is -getting as good a benefit as hie is?
Mr. WEISS. This is contrary to the -basic principles of trade unionism, and I think in addition to representing our people for wages,
hours, and working conditions, we also try to teach them what it is to
be a good union member, and they know what is good for one is good
for all.
Senator KENNEDY. Let me ask you as an economist, Mr. Fitzsimmons, if you see any possibility of holding down the increases in costs
of health care 'in our country ini the future unless we change the
organization or financing mechanism to deal with these problems?
Mr. WEISS. I think General Vice President Fitzsimmon,,, has stated
in his prepared statement that he feels there has to be a restructuring
of the techVnique of providing medical care, and I think he is right-,
that this is the only way we are going to put a lid, we are going to put
a cap, on the rising pattern of medical care costs.
We have got to apple a systems approach in the health field just as
we do in American industry.
Senator KENNEDY. Let me ask just some conclusions of you, Mr.
Fitzsimmons, or you, Mr. Weiss, as far as the particular benefits
which would go to the worker included in the administration program.
How would this affect the individual Teamster member, given thekind
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of health benefits which you have been able to achieve under collective
bargaining?
Would he receive additional kinds of benefits that would really
affect him to a significant extent, or what?
Mr. WEISS. Mr. Fitzsimmons' statement indicated that the President's message, and this is, of course, all we have to go on at this point
in time, is not too precise in spelling out just what type of benefits and
what level cf benefits, which is equally as important, would be provided under the administration proposal.
So really, Mr. Chairman, I don't think at this juncture there is any
foundation or basis for evaluating what might accrue to the worker
and his family under the Health Security Act and under the administration proposal.
I like what I read in the Health Security Act. I hope that when the
details become available we and other trade unionists will like what
is in the administration proposal.
Senator KENNEDY. I introduced S. 935, which is intended to develop
the health maintenance organizations; and I would appreciate it,
Mr. Fitzsimmons, if your staff could look that legislation over and submit whatever comments you might have on it. We value whatever
guidance you might be able to give, and we will include that as part
of the record as well.
Mr. FITzsI1fMONS. You can rest assured you will have all our
cooperation.
(The information requested had not been supplied ait the time this
hearing went to press.)
Sena-tor KENNcDY. Senator Beall?
Senator BEALL. Following up on your present preventive medicine
plan, do you have statistics that would compare the costs of providing
benefits in areas that don't have the preventive medicine future, as
opposed to the areas that do ?
Mr. WEiss. Unfortunately, I don't, since most of these service plans,
which also include a pretesting multiphasic screening, or preventive
medicine approach, operate by geographic areas, and we don't have
such comparative data.
It may be that medical economists, perhaps from HEW or allied
agencies, may have these data. I do not, I regret to say.
I would add, if I may, Senator, and it stands to reason on the basis
of pure logic, without being a medical technologist, or technician, that
if you catch something in its infancy by virtue of screening or testing,
you magnify. the chances of early healing, you lessen the expense, you
have less utilization of expensive medical equipment. You make available for the real serious cases scarce hospital beds, and this, incidentally, was pointed out in Mr. Fitzimmons' statement.
Mr. FITzSIMMONS. If I May say, in our submission, in the appendix
with reference to a fuller explanation of the cannery program we had
on the West Coast, that has shown a definite trend with respect to
costs.
Senator BEALL. I am sure it would. Preventive medicine, I am sure,
part of the overall answer to the health problem in the country..
To what extent are you employees, having this kind of service
available to them, able to exercise f reedom with respect to health
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care services. D~o you have the center established, or do the doctors
get together and set uip their health maintenance organization to provide thlis service?
Mr. WEi,,ss. These centers are set uip under Tfeamster~s auspices, essentially with joint trustees. By joint, I mean with representatives of
management and representatives of the union.
So there is joint participation in the determination of basic overall policy. The medical policies are determined by the doctors themselves subject to review with the overall trustees.
But they are set up in the particular locality and particular city
under a collective bargaining agreement which provides for employer
contributions to finance this kind of an establishment and this kind of
anl institution.
But the day-to-day handling and the decisionmakingy as to whether
patient A needs this kind of treatment or that kind of treatment is a
medical problem, and we do authorize the doctors to make that determ-iniation subject to very broad rules of policy by the joint managemenit-labor trustees, because this is an area of medical expertise
and they should be able to exercise that expertise subject to the limitat ions pr'escrib~ed in the trust instrument.
Senator BEALL. What percentage of your employees avail themselves of the opportunity foir preventive medical care?
Mr. Wmriuss. Utilization is high, very high. I don't have the precise
fio'ures ait hand but I have been through these centers personally, and
Ifhave talked to the medical directors, 'and the-,ir problem of schedulingk the members and their families for preventive checkups is a very
serious one.
People recognize they have got a good thing, and they take advantage of it, especially since it does not, cost them anything, and
t hey canl save themselves untold suffering by nipping something in the
bud if something does exist.
Senator BEALL. In your present negotiated programs, do you generally have coverage for catastrophic illnesses?
Mr. W1'iss. 'We do; yes, sir. Mr. Fitzsimmons can elaborate on that.
His plan, of which hie is one of the principal trustees, covers 23 States,
and I don't know how many hundreds of thousands of people, but I
aml sure hie canl testify to that.
Mr. Frm'zsii1rfoN.s. One of the main objectives of our last negotiaf ions was to enlarge the am-ount of protection against catastrophic
disease costs.
Seniator li.m Is there a dollar limitation?
Mr. FITZSIMMrONS. We like to refer to our plan as a hundred dollar
plan, and frankly speaking, under the Central States, Southwest, and
Southeast, Area Health and Welfare plan, I can say to you that 90
percent of the costs of disease is paid for by the union, or their plan.
Senator BEALL. A hypothetical question, and this might be looking
too far down the road, but I happen to believe that part of the problem
today is that hospital employees are just catching up to the wage
scales available generally in the rest of the economy, and we have
had this period of adjustment.
Perhaps that will stabilize now, and perhaps they will increase in
the same proportions as the rest of the economy does. There is also
a scarcity of physicians and medical people.
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Well, if we are able to solve those problems in the future, would
you think wo would be better off having a health plan that was run
by the Government, or one where you could still negotiate the benefits forI your employees?
Mr. FITZSIMMONS.

I would like to answer your question, since it

was in two or three parts. I would hate to think it is a catching Up~
problem that we are faced with, or have been faced with on the basis
of increased costs.
If that would be so, I would hate to think that the Government
would be criticized to allow medical care by those facilities to be at
a low pit.
A's farie as costs are concerned, labor costs, et cetera, and what not,
that can't be quite rationalized due to the fact that medical costs as
much, as I said, in the costs that we have in this country today of
$70 billion, is three times greater than it was 10 years ago.
So that amount of money does not indicate that there is not oinough
money to give the wherewithal of getting adequate and experienced
health care personnel.
True, in all1 degrees, and in professions today, outside of lawyers,
there is a decrease, and the physician is one of those. I don't think
that the numbers of people is going to be able to cure the cost situation
of medical treatment.
Now whether we would prescribe a Government sponsored or a
regulated or a controlled health program, I can speak as far as our
organization is concerned.
Our one and utmost position is that we give our membership and
their families, and not only ours, but all people in the country,
adequate medical care, make it available to them, give them
proper,
the quality care that they deserve as an American.
I don't know whether I have answer your question or not.
Senator BEALL. I think we all have the same goals. It becomes
a question of how we do this most effectively.
Mr. FITZSIMMONS. Our control bill, I am quite sure we would be
able to adjust.

Senator

BEALL.

Thank you.

Senator KENNEDY. Senator Dominick?
Senator DoMINicK-. Mr. Chairman, I just want to get a few things
for the record straight, and, first, do we have any bill before us?
Senator KENNEDY. No; we don't have any legislation as such before
us.
Senator DomiNrcic. So this is a kind of a general series of questions
on health problems of the country without any specific legislation, is
that it?
Senator KENNEDY. The series of hearings on the health crisis in our
country, but no legislation specifically.
Senator DOMINICK. And the legislation was referred to as your bill
is, in fact., before the Finance Committee; is it not?
Senator KENNEDY. S. 3 is before, or will be before, the Finance
Committee.
Senator DomINIC1K. The second question. Just in order to get the
record straight, it was my understanding that we were going to have
a meeting on March 11 to determine the make up of the committees,
so in fact, the Health Committee, which I hope you do, and I hope that
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you are, the chairman of, and I hope to be on its as a member, is in
fact not really a reality yet; is it?
Senator KENNEDY. Well, as I understand it, it was approved in the
caucus of the meeting of the Labor Committee in the last session, so I
would understand that it is.
It is today, in fact, a reality. Some of the matters that were discussed before the Labor Committee as to the apparent size and other
procedures that would be followed are not completely worked out, but
it would certainly appear to me to be in existence, functioning, and
well.
Senator DOMINICK. I have no objectiion to our going into the health
crisis, because I think we are all very much interested in it, but I
wanted the record to be straight that, at the moment, we are not dealing with any specific bills before this committee, either Senator Kennedy's bill, which is before Finance, or the administration bill, which
has not yet been introduced, and I think that ought to be made pretty
clear.
Now, one of the things that interested me in the discussions with administration witnesses, both before the committee and outside, is their
emphasis on what they call the Health Maintenance Organization.
This is very similar to your prepaid comprehensive health program,
is it not? It is based on the Kaiser Permanente program, as matter of
fact.
Mr. FiTzsimmoNs. Yes.

Senator DOMINvICK. There is a great deal of emphasis put on that.
In my own State, and I have brought this up before, Mr. Fitzsimmons, a group of private physicians got together under a foundation.
They agreed to provide comprehensive care for anyone, underwritten
by an insurance company, and with the doctors themselves to discipline
or survey the charges of the physicians that were involved in order to
have some control over charges.
When they went to the Civil Service Commission to try and get
contracts to cover Federal employees, they were not permitted to even
approach them, because they did not have successful experience." I
thought that was an interesting requirement.
Apparently classified civil servants are the. only ones under which
prepaid hospital plan must have prior experience, or otherwise they
can t contract with them. So I have introduced a bill to eliminate
that.
Do you see any objection to this type of program where a person,
regardless of who he is, can go to whatever physician he wants to
under a prepaid hospital plan and comprehensive health plan, and
have the doctors through their foundation, underwritten by an insurance company, provide that care?
Do you see any objection to that?
Mr. FiTzsimmoNvs. As far as objection to this is concerned, as I
just pointed out a moment ago, we are interested in getting the best
quality health care as far as our people are concerned. That anybody
could provide.
How it is provided seems to be incidental, as long as it is
accomplished.
Now you referred to our State, may I ask what State? Colorado?
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Senator DOMINICK.. Yes; that is correct.
Mr. FITZSIMMONS. In reference to the type of program you suggest,
isn't this exactly what we have in Blue Cross today?
Senator DomiNIciK. No, I don't think so, because in Blue Cross there
are all kinds of different benefits involved. I hate to be parochial, but
I do have a Blue Cross contract which dates from 1936. Its net effect
is to pay one-half of hospital costs, and I have kept that on purpose.
I have not changed it. It does not cover the rest. I: self-insure myself
for the rest, if you want to put it that way, or I could go out and get
other insurance if I want to.
Blue Cross and Blue Shield have tried to get me to change it many
times. I have not done it. So there are many different types of programs which are covered by Blue Cross, depending upon the type of
contract that you have got.
But in this type that I am talking about, there is comprehensive
medical care which would be supervised by the foundation and underwritten by the insurance company, and you can be relatively well assured they are going to take a good look at the charges, or otherwise
they are going to go out of business in a hurry, because the obvious
cost of the precare charges is going to have to be equal to, or less than,
the actual charges that doctors and hospitals make.
Mr. FITZSIMM~ONS. It depends, insofar as legislation is concerned, on
what control there will be. I am hesitant to say that I believe a health
care program should be dictated as far as the doctors are concerned
with reference to cost.
I don't think you were here wheni I made a little example. Today,
some of our people go in, and using round figures rather than actual
figures, a tonsillectomy as far as a child is concerned, may have been
a charge from this particular physician of $20.
When hie finds out that it is $40 in the policy, we have cases where
they did not even have the courtesy of making out a new statement.
They just put a line through the $20, and put down the $40.
It is true that many hospitals throughout the country, and the Blue
Cross plan and other medical plans are backed, fos tered, and controlled by doctors in this country, and if you would take, as far as
experience is concerned, a look at their sinicerity that they have so
far practiced, I would say that there should be some hesitancy about
the type of cost control that these people would exercise over a health
plan.
Senator ]DOMINICK. Well, you obviously have a group of doctors
now, who, for one reason or another, is badly overworked, and about
the only defense they have (rot is to try to raise charges to try to cut
down on the number of patients. You have a mnaldistribution of doctors, you have a mialdistribution of services and you have got a great
number of things which are creating the problem.
But surely you are not saying that thie medical profession in the
United States, as a whole, is either inefficient or poor in q~uality.
Mr. FITZsiMMa~oNs. No, my answer was made on the basis of your
suggestion for legislation. My only point in making mny comments
was to alert you or whoever may support that type of legislation that
these things should be kept in mind.
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I don't think that because doctors are overworked that that has any
excuse whatsoever for pricing health care beyond the means of many
people.
Senator DO.-TnNicK. When you want a doctor, you want a doctor.
Mr. FITZSIMMONS.

Many doctors in this country are allowed to

practice today, all of thein in fact, without, let us say, a sacred obligation and the sacred obligation should be that they should all provide services.
We are all human, and we can do only so much. We have millions
of people in this country who have hospital care and medical care
insurance, but there are many more millions that have not got it, for
more reasons than one.
There are many unemployed people in this country, and poor
people in this country and I think that we as American citizens, and
doctors should not try to deteriorate their practices by raising the
prices.
Senator DomINICi. That is a statement which I disagree in part,
and we could argue for quite awhile.
Mr. FITZSIMMONS. I guess we could.
Senator DOMINICK. I am not trying to argue. I am trying to get
some basic feeling here. F or example, in the process of determining
your own system, you made a survey of your own membership to determine whether or not they would prefer to go to their own physicians, or whether they should go to the physicians which have been
designated in your group?
Mr. FITZSIMMONS. We have had surveys of our memberships and
our plans since their inception.
Senator Do1mnNicK. I am talking about whether they would prefer
to go to other doctors.
Mr. FITZSIMMONS. Speaking frankly, our objective is medical care.
There are individuals, and I would be lying to you if I told you there
was not, there are the individuals, who, because of the nature of the individual, or sickness, or what not, would like to use their own personal physician.
However, that is far from being in the majority. The majority of
our people want health care.
Senator DomiNic.K. This is particularly true, I would think, in
women who are about to have babies, or gynecological problems, or
things of that kind.
The would prefer to go to their own; would they not?
Mr. Firzsium~oNs. Many of our plans have their option for our
people.
T hey make a selection once a year, or they can come in and make
a direct appeal based on fact, and the committee makes a determination.
Senator DOMINicK. But you have never really made a survey of
this, have you?
Mr. FITZSIMMONS. No; we have not solicited every member in our
international union whether they would rather have their own
doctor.
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Senator DOMINICK. I don't want to make a point of things in your
statement, but I see some pretty drastic situations on page 6 of your
statement, on a study conducted in 1964.
Now 1964 is 7 years ago. One of the things that you point out is
that 20 of 60 hysterectomies were unnecessary and another six were
spoethis would be in part the beginning of the buildup for
more liberalized abortion laws, wouldn't yo u?
Mr. FITZSIMMONS. Well, it could be considered by some people, I
presume, if they wanted to go to that degree. I would not.
Senator DOMINICK. I am not talking about whether abortion laws
are right or not, but they are building all over the country, more
-liberal abortion la~ws.
Would you say that this was part of that buildup?
Mr. FTzrif.amoNs. No; I would not say that at all, absolutely not.
I would say the fact is based on the inadequate surveillance that we
have in medical care there in this area where the study was made.
I might. say, also, even. with our health plan-I won't say the hospitals-it, is a very prominent hospital that we had a bill of $800 for
a hysterectomy. The patient was in the hospital 2 days, and there was
no hysterectomy.
Senator DOMINIcK. Well, that is pretty bad.
U~r. FITZSIMMONS. Very bad.
Senator DoMINICK. Somebody ought to jump all over that.
Mr. FITZSIMMONS. We did. [Laughter.]
Senator DoxMICK. Good. In this study you refer to, do you know
how many hospitals were examined and where they were?
Mr. FITZSIMMONS. I think that in the appendix here, Senator Dominick, that you will have that information. I made reference to that
whenever I was giving this.
Senator DomiNicK.. Fine, thank you. I had not had a chance to get
to it yet.
What do you think about the administration's programMr. FITzsrIMONS. May I interrupt you for a moment?
Senator DoMiNICK. Yes, sir.
Mr. FITZSIMMONS. On page 1, the study involved 100 hospitals.
Senator DoMiNicK. One hundred hospitals. Does it say where?
Mr. FITZSIMMONS. In the New York City area.
Senator DOMINICK. In New York. As I say, I don't like to be parochial. Maybe you ought to come out to Colorado.
Mr. FITZSIMMONS. That is why I made reference, as far as the appendix is concerned.
SenatVor DOMINiccK. We are trying to increase the number of doctors
and paramedical personnel by increasing the per capita for the medical students-in other words,the amount that you subsidize the schools
to get doctors and paramedical personnel.
One of the things that is of real interest to me is the fact that they
get the same amount and even if they send them through faster than
the required course now. Do you think that is a pretty good idea?
Mr. FITZSIMMONS. I just don't quite-is it a good idea to send them
through faster?
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Senator DOxMIIC. In other words, if they can finish their course
in less than the required time now, which in fact takes almost 10 years
before you can get an M.D. If you can get them in 8, you are going to
get more doctors.
The question is, Do you get the same quality?
Mr. FiTzsiMmoNs. I was just going to say, if we get the quality in
8 years, all right.
Senator DomjiNICi. You think the quality is pretty bad now. Do you
think it is going to be worse?
Mr. FITZSIMMONS. I don't necessarily say the quality was bad as far
as a graduate M.D. is concerned.
I think the medical profession has such guidelines, and I think they
are the determining factor; just the same we have read in the newspaper here recently about some people practicing medicine without a
license.
How they do it, I don't know.
Senator DOMINICK. The interesting think is that some of them have
done a pretty good job. It does not mean that it is right, but it is an
interesting thing.
Mr. Fitzsimmons, we have had indications that-from previous witnesses, that in order to make one of these contract group practice situations work you have to have at least 10,000 involved.
Does that sit with your experience level, or agree with your experience level?
Mr. FITZsimmoNs. To make it work in reality as far as costs are
concerned there should be a funding of a plan that will give the proper
medical care.
Now, whether the magic figure is 10,000, I would not say, because
that is determined then on how the funds are raised.
Senator DomiNICK. In your own type of prepaid group practices
here, how inany people are required in order to make this come out
relatively even?

Mr. FITzsimmONS. You mean as far as premiums are concerned?

Senator DOMINICK. Yes. How many people have to be involved in
the contract?
Mr. FiTzsimmoNs. We never boiled it down to the numbers of
people. The welfare plan that I am trustee of, we have got better than
some 300,000-between 300,000 and 400,000 people involved and our
claim costs are running approximately 80 or 90 percent now, but it
will creep up.
I see it creeping up already, even with the additions we have already
negotiated.
Senator DOMINICK. Part of the problem is it would seemr to me, that
if you have this number of people required to make it go, what do we
do about the more sparsely populated States?
This is part of our problem on maldistribution now, which is why
the administration is talking about area health education centers, outpatient services, and outreach from hospitals, and so on.
Mr. FrrzsimmoNs. Well, this is what we say as far as insurance is
concerned. Insurance is a cost factor. Now if the plan is adopted,
what is my attitude on Government controlled programs. Government
controlled programs must, of course, refer themselves to the sparsely
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populated areas as well, because the fellow paying taxes in the sparsely
populated area pays as much as in the well developed area.
If you arc talking about programs as far as unions are concerned,
by organization, generally speaking, we have this general approach
to the program.
We are in for area programs, the East, West, South and the Central area. This is what makes the Central States so ingenious in its
own operation. We have people in Colorado who are participants as
far as the Central States are concerned but there are only a few
families.
The same way as far as the other areas are concerned. Once they get
a program of that area, it is not individual towns as such-it is the
area, the numbers that makes this possible.
Senator DOMINICK. Do you have one program for all your membership?

Mr. FITzsIM MoNs. No, we don't.

Senator DOInNICK. There are different, programs for different
areas. How many people do you have in these different programs?
Mr. FITzsIMrONs.

As I just mentioned here a minute ago.

Senator DoATNICK. You said you had 300,000 or 400,000. But how
many members as a whole?

Mr.

FITZSIMMi~ONS. I

would say the majority of our membership is

is covered by one plan or another.

Senator

DOMINICK. What

is the lowest number of-you have in any

one program, do you have any idea?
Mr. FITzsn'MnJIONs. I C'an't, tell You at the Moment.
Senator DOMN-icK. In your statement, and I don't know how
thoroughly you have been briefed on the administration programhopef ully, you have been briefed carefully on it, and I would hope
that you have been-but you say that it does not offer a solution to
the run away health care costs, and perpetuates the myth on the needs
of the consumers and those of the insurance companies are one and
the same, and a variety of the other things. In general, you say it does
not offer solutions to the necessary health costs. There are a number
of things built into the administration program, as I understand it,
and as we have received testimony here, including the encouragement
of the HMO's, and I am talking about some similar to the type of
thing that you have got, the area centers for continuing education in
the medical sciences, the support for doctors and entire medical-including paramedical personnel which we badly need, the emphasis
through these health education foundations anid the regulation of
the insurance industry.
All of these are provided for in the administration bill. It would
seem to me that many of these things would be very helpful in trying
to solve the problems that we have.
In fact, all of them would be helpful in solving these problems.
Don't you believe so?

Mr.

FITZSIMMONS.

necessary.

There is no question about that. They are all

Senator DOMINICK. That is all ii have.
SenatorIKENNEDY. Senator Eagleton?
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Seniator EAGLE"TON. Thiaifk you, Mri. Cliirnian. I liave two brief questions. Mr. Fitzsimmons, on pages 8 and 9 of your prepared state1mont, you cite four situations in which your members receive some
preventive care.

In this connection, I would like to ask you first, do you know what

percentage of Your members who receive health care benefits under

a collective bargaining contra ct get. preventive care paid for Under
that contract?
Mr. FITZSIV~O.Ns. I can't give you the exact number.
Mr. Weiss pointed out we hiave a program in one area that does
stress preventive maintenance as far as health is concerned; it is very
well accepted as far as that group is concerned.
Some of the other programs, there i's some type of programing
for preventive maintenance as far as health, but to tell you exactly
numbers as such, lie could not.
Senator EAGLETON. Would it -imposeo an impossible burden on your
statistical staff to give us a rough computation of what percentage
of the, total teamster membership is under a collectively bargained
health care program which would provide to those members preventive care, whether it is 20 percent of your total membership, or
whatever.
Secondly, as part of the statistical analysis a cost estimate in round
figures, of what it could cost to extend that same kind of preventive
coverage to your total membership, so we have some idea of what might
be involved in the total preventive .health care program across the
board.
If it is impossible to compute such figures, I will take your word
for it.
Mr. FITZSixnroNs. I will ask Mir. Weiss.
Mr. WVEiss. I love the full employment bill, Senator Eagleton, because that is what I would have by trying to develop these figures.
Let me explain seriously what is involved. We have literally scores
and scores and scores of individual health and welfare plans throughout the country.
Mr. Fitzsimmnons has referred to the Central States plan, which
covers 23 States, but we have, I would say, in excess of-now, I am
just getting a round figure-250 health and welfare plans-well in
excess of that.
Now we don't necessarily have in our central office here in Washington the booklets or plan descriptions which tell you the specific benefits provided under these plans, because of their quantity.
To jump -from that, we would have to obtain copies of these, and
we would have to sit down and analyze them, and we would have to
get the cost factors relating to each individual plan.
We would then have to find out for each area and each group the
cost implications of introducing into those funds which don't have
them now multiphasie screening, diagnostic tests of one kind or another, to meet your question.
I would need a bigger staff than I think my boss is willing to give
me to do that job.
Senator EAGLETON. I understand. Thank you.
Thank you, Mr. Chairman.
59-661-4---pt. 3-5
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Senator DomiNrcK. Mr. Chairman, I have one more question. Mr.
Fitzsimmons, I have had a lot of very pleasant dealings with some
of your members, and I think they have done a very good job.
,What do you mean, however:, when you say that your general vice
president of the Teamsters, and then you go on to say, and helpers
of A 'merica. What encompasses helpersrs?
Does that include hospital employees?

Mr. FITZ5IMMON5. Yes, we have some in our organization.
Senator DOMINICK. Are you unionizing them?
Mr. VITZSIMMONs. We have some

in our organization.

Senator DOMINICK. Where would'they be?

Mr. FITZSTIM~oNs. I think we have some in Chicago.
Senator DoM INICKT. What are they?

Mr. FITZSIMONS. Nonprofessional staff.
Senator DomiNiOct. Dieticiananjaioilsrceadthgsf
that kinid?
n n aioilsrie
That is all. I just wanted to ktow'that.
SenatorIKENNEDY. Thank you very much.

n

hnso

M r. FITZSIMMONS., Thank you.

senator KENNEDY. Our next witness is Dr. William Schwartz,
professor of medicine at Tufts University, a specialist in kidney
disease.
STATEMENT OF DR. WILLIAM B. SCHWARTZ, -PROFESSOR OF MEDICINE, TUFTS UNIVERSITY, SCHOOL OF MEDICINE
Dr. SCHIWARTZ.

Senator Kenhnedy and members of the Subcommittee

on Health, I feel privileged to be given the opportunity to discuss
with you today some thoughts about possible new approaches to the
provision of adequate health care to our entire population. It appears
now to be generally agreed that a mtjor reorganization of the health
care system will be necessary to achieve equitable distribution of
health services, and I would like to express my strong support, in
principle, for a system of national health insurance. I think it is striking, however, that the bulk of the discussion eondcrnin~g a national
health program has centered largely around economic issues rather
than around the equally important issue of our capacity to provide
the services which are promised under each 'of the envisioned schemes.
The preoccupation with cost is, of course entirely understandable
health a'ein recentyer
oyiven the enormous rise in exedtrson
and the even larger rise which roust be anticipated if wve broaden our
national commit ment further.-' The need to create appropriate fiscal
controls and to provide -incentives that encourage physicians, patients,
and hospital administrators to utilize resources prudently is obviously
critical if we are to have a viable system.
On the other hand, it seems to me clear-given a system whose resources in manpower are already strained, to the6 limit and which delivers care of a very uneven quality-that a good deal more attention
must be directed to both the manpower and quality problems. An infusion of dollars cannot create new man-power and services, and if
as seems likely in my view, we cannot easily deliver these new serv-
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ices, problems of queuing and rising costs plus public resentment and
disillusionment can be anticipated.
One viewpoint expressed by some economists is that such shortcomings in te system will be eliminated by the response in the marketplace-that is, by a public outcry that will lead to the generation of
manpower and technology in quantities sufficient to remedy the deficiencies. Even granting that such might prove to be the case, the time
scale on which such a response could be accomplished, utilizing traditional methods, will be so long as to deny the medically deprived
proper access to health care for a period of many years, perhaps a decade or longer. Such a period of delay seems to me socially and politically intolerable.
There has, of course, been some consideration of the manpower p roblemn, the conventional wisdom perhaps being most authoritatively expressed in the recent Carnegie Commission Report on Medical Education. Reacting to concerns over the current acute shortage of physicians (estimated by some to be in the range of 50,000), the Commission has recommended a massive increase of 50 percent in the number
of medical students by 1978.
Such a dramatic and expensive proposal coming from a prominent
panel of 'responsible leaders could- well become the blueprint for planDing by the Federal Government, and, as such, demands close and
critical examination. Some simple arithmetic and a consideration of
evolving, pysician attitudes 'toward, medical practice 'suggests that
the Commission's traditional approach--drawing from thie past to
solve the problems of the future-will not in itself suffice. If even by
1975, for example, an additional 5,000 places were made available
to medical students -(approximately a 50 percent increase over today),
it would not be until 1982 that this 'first group would have completed
its medical and postgraduate trait.ing program. By 1990 the "extra"
physicians produced-by this massive educational effort would be of
the order of 40,000, representing an'addition of only some 15 percent
to, our present physician population. In the face of the increase in
demand that will inevitably be produced by National' Health Insurance, and given an ever expanding population, it seems clear that the
"more doctors" strategy in itself cannot resolve our manpower problem over the next one to t'wo decades. Indeed, if it were possible to
increase the number of physicians by 15 percent in the immediate
future and to reorganize patterns of practice into more efficient modes,
some tens of millions of people would probably still not have ready
access to a physician. The urban poor and the 40 million people in
rural areas would be unlikely to find a physician down the block or
even well down the road; today's physicians do not want to practice
in the depressed inner city nor in rural areas, and it seems unlikely
that any large number of our future, more socially conscious graduates will view the, problem very differently, when the time comes for
them'. -to make'permanent family' and career commitments. Furthermore, insistence on a period of compulsory national service or the lure
of financial inducements, both of which are currently under discussion, are'unlikely tbodo more th~nin
hl'aeteenrosm'ds
tribution problem.slgty'aetenomumad-
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It is for these reasons that many have proposed a major expansion
of programs for the training of "physician's assistants," individuals
of one type trained to relieve the doctor of many routine, low-level
tasks and of 'another type trained to function more or less independently (i.e. with remote doctor supervision) in areas where there are
few or no doctors. This latter type, typically an excorpsman, promises
to provide a rough and ready type of medicine where little or none
is available, and to this extent, the effort must be lauded. Such physi
cian. substitutes cannot, however, be expected to provide the kind of
quality care which we would like, to make available to our entire
populace.
To achieve this goal of high quality care it is clear that new and
even heretical strategies must be devised. Can we free ourselves from
traditional *thinking and find new approaches which might both
elevate quality of care and diffuse it more evenly throughout the
country? As prototypes for discussion I would like to consider with
you two such possible approaches.'
One strategy will al-most certainly involve exploitation of our new
technology more specifically of the computer's capacity to serve as
an intellectual, deductive instrument, a consultant that is built
into the very structure of the medical care system and that augments
or replaces many traditional activities of the physician. Let me emphasize that I am not speaking of the now familiar projections that
envision the computer performing a variety of "housekeeping" functions such as the scheduling of hospital admissions, the keeping of
medical records, and the operation of hospital, laboratory, and
pharmacy.
Such developments in the area of housekeeping activities offer
considerable promise of improving the efficiency of both hospital and
activities, but do not come to grips with the more fundaoutpatient
mentali problems of manpower which we are considering here. Even
less do they give hope of dealing with the difficult challenge of maintaining a high level of physician competence in the face of a continued raid expansion of medical knowledge that tends to widen
the gap between what a doctor should know and what he can retain
and utilize.
On the other hand, the computer as an intellectual tool promises
to fulfill much more than a palliative role in dealing with the ills of
the health care system. By virtue of its potential role in augmenting,
and in some instances, by replacing many traditional functions of
the physician, the computer promises to influence in a fundamental
fashion both the manpower problem and the quality of medical care.
Already several interesting steps have been taken in an attempt to
extend the computers' role into, this new realm-the automated interpretation of 'the electrocardiogram and the automation of history taking being the most familiar examples.
But well beyond these first steps in concept and impact are experimental efforts that use the computer on a real-time basis to assist
in diagnosis and management. Indeed, it seems probable that in the
not too distant future the physician and the cornputer will engage
in frequent dialog, the computer continuously taking note of history, physicial findings, laboratory data, and the like, alerting the
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physician to the most probable diagnoses and -suggesting the appropriate, safest course of action. One may.1hope that the computer, wellequipped to store large volumes of information and ingeniously programed to assist in decisionmaking, will help free the physician to
concentrate on the tasks that are uniquely human, such as the application of the bedside skills, the management of the emotional aspects
of the disease, and the exercise of good judgment in the nonquantifiable
areas of clinical care.
The computer, used in this manner, might also open the way to
different means of employing nonphysician manpower. Use of
quite
thle computer as an intellectual resource in diagnosis and treatment
could well be coupled to the development of new types of highly
specialized allied health personnel, who could perform functions of a
scope well beyond those currently considered feasible for doctor's
assistants. Computer-supported health-care specialists, aided by a
variety of automated devices for history taking, blood analysis, and
other procedures, and trained to perform a careful physical examination, might take over a large segment of the responsibility for the
delivery of primary medical care. Guided by the computer, constrained
from exceeding his capacities by instructions built into the -computer
programs, and linked to regional consulting centers by appropriate
display devices, the new breed of health-care specialist could make
a major contribution to the resolution of the seemingly insoluble problem of maldistribution and shortage of physician manpower.
Let me, with your permission, illustrate how the computer might be
used in this fashion. For this demonstration, a prototype program that
we have prepared has been loaded into a computer at the MITRE Corp.
in Boston where Dr. Sidney L. Smith has converted the possible responses of the computer to a voice form. The computer is reached by
using a telephone. Entry of a patient's laboratory data in response to
the computer questioning is achieved by use of the touchtone buttons
on the phone. This form of computer response is not presently practical on a widespread basis but is convenient for demonstration. The
clinical problem frori-t which our fictitious patent is suffering is called
acidosis, a chemical disturbance in the body fluids encountered in a
variety of illnesses.
Dr. Smith, how do we stand? (Dr. Smith dials telephone.)
(Computer Response). To begin the acidosis program, enter a value
for total Co, (or Co 2 content) in the range between 1 and 25 millimoles per liter.
Dr. SCHWARTZ. 10 milliequivalents per liter.
(Computer Response). Next, enter a value for pH.
Dr. SCHWARZTZ. 7.05.
(Computer Response).- Based on the input values of 10 for total
Co, and 7.05 for pH, the computer partial pressure of Co2 (PCo2 )
is 33.5 millimeters of mercury.
This represents a dangerously low bicarbonate and/or PTT. This
could be immediately life threatening if left uncorrected. Therefore,
while the etiology is being delineated, bicarbonate therapy should be
commenced.
The PCo!, is higher than one would expect for this degree of metabolic acidosis (as determined by the fall in total Co,) and raises the
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possibility of a superimposed pulmonary problem interfering with the
ability of the patient to ventilate, properly. Appropriate pulmonary
evaluation should be undertaken.
The next step in this program is to determine whether the acidosis
condition is associated with a normal or an increased amdon gap. Data
input is required for serum sodium and chloride.
First enter the value for serum sodium.

Dr. SCHWARTZ. 140 millicquivalents per liter.

(Computer Response). Next, enter the value for chloride.
Dr. SCHWARTZ. 190 milliequivalents per liter (a deliberate error).
(Computer Response). A value of 190 has been entered :forf chloride.
This value is impossible in view -of previous entries. To 'continue'the
program, enter oi new value for chloride within the extreme range between 85 and 1q5 milliequivalents per liter.
Dr. ScH-WARtTZ. 100 milliequivalents per liter.
(Computer Response). Based on'the input v alues of 140 for serum
sodium
*'and 1001for chloride, the computed anion g .apis 30. This value
exceeds the normal range between 7 and 12 and so idicates'a widened
or increased anion gap.
Metabolic acidosis with an increased'anion gafp is seen in:
Diabetic ketoacidosis, salicylate poisoning, ethylene, glycol poisoning, methyl alcohol poisoning, paraldehyde (rarely), lactic acidosis, renal failure.'
it is not iiicommon to find more than one source for a metabolic 'acidosis with a widened anion gap in thesame patient. Do you want supplementary information?
Dr. SCHWIARTZ. No. (The dem onstration was terminated'at this
o project developments well beyond such programs as these, it is
conceivale that the computer could even take over a variety of specialized functions that are now performed by highly skilled physicians.
It is entirely 'possible, for example, that the administration of anesthesia-a function now uniquely human--could be harqely or fully
auitomnated if new moffltoring t~chi-ique&s were combined with'the capacity of the computer~ instantaneously to analyze and respond to large
volumes of physiologic data.
If it be ccpted iha piajor change through the use of computer
technology is feasiblei- aind that such chatige, could be of enormous benefi ~In th Aeliv~ry of health services, how may we best- set about our
task of innovation? At present, there are only a small handful of individuals actively concerned with 'stu6h problemsl, and I would suggest that a step worthy. 6f serious 'consideration is the establishment
of one or two national laboratories of information science's devoted to
medicine. Such laboratories', perhaps, operated by a consortium of
universities,, cbuld serve as f6cal points for both intensive intramural1
research on program and hardware development and for'interaction
with a \Varietyof outside efforts funded under laboratory auspices. By
appropriate, geographic location 'of such center.? the greatest concentration of technologic, and intellectual capabilities in the country
could readily be tapped and could be focused on issues of high concern
to the health, care system.
I believe that the catalytic influence of such national laboratories,
the assembly of talent, energy, and imagination, could well produce
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significant change within the next 10 to 12 years. The cost, I suspect,
would be small relative to the investment we are now making in the
delivery of health care, and the*leverage exerted by these laboratories
could be oreat.
I would1 also suggest, however, that the change of the magnitude envisioned here is likely to be a mixed blessing. Indeed we must consider
it highly probable that serious new stresses will occur within the social
structure of medicine and, indeed, that the social costs will spill over
into society at large. Mankind's experience demonstrates that a major
technologic change (for example, the- industrial revolution, and the
introduction of the automobile and of insecticides) made in the name
of progress has always exacted a heavy price and often a price neither
imagined nor considered at the outset.
Early a major impact upon the practicing physician must be expected. Thie doctor may view with favor the many features of a computer-based system that would relieve him, of a variety of routine and
tedious tasks; he is unlikely, however, to accept cheerfully the several
threats to his basic professional values that will, flow from the technologic revolution envisioned here.
Physicians as a group have traditionally cherished their ability to
learn and retain large, numbers of facts, to formulate a differential
diagnosis and to carry on decisionmnaking activities. Introduction of
the computer into these processes could well be viewed by the doctor
as devaluing his hard-won medical education and as undermining his
intellectual contribution to medical care. This loss of self-esteem would
of course, be exacerbated if the patient were to find in the transfer "ol
many intellectual functions from man to machine a basis for viewing
the doctor with diminished admiration and respect. Such loss of
status could have serious social, economic, and political consequences
for a profession that has historically enjoyed, eminence in the public
mind.
These and many other threats to the physician (incursion of nonphysicians into primary medical care, computer surveillance of physician performance, and restrictions on practice imposed] by limited
access to special types of computer programs) all promise to create
anxiety and resistance to change among significant segments of the
medical community., Indeed, the very attractiveness of 'medicine as a
profession could be affected unless systems are designed with these
issues in mind.
Other important social costs will also require consideration. It can
certainly be expected that the patient, as the ultimate judge of the
product, will protest if the improvements structured by experts fail
to satisfy community needs and to preserve individual dignity. Indeed,
the most creative eff6rts t6 implemfent effective information systems
arelikly ofouner fs Te individual is made to feel that he is simply raw material in an iriiersonal medical processing plant. The problems to be faced are complex and varied. How will the'patient respond
to being examined, and tre ated by a health-care specialist or to being
anesthetized by a computer? What will, be his reaction to the threat
to privacy posed, by J centiral data bank of medical records linked to,
consoles throughout the country?
And what, of defects in performance and, reliability of the system?
Will expectations of performance be iinrealistic-Oly high? Will
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the patient accept the inevitable shortcomings of anl impersonal
computer-based system as gracefully as he will similar or greater deficiencies in his personal physician? When cornputer performance is
less than perfect and when mistakes are made, will he have appropriate
means of legal redress?
I mention these problems not to discourage vigorous efforts in the
apl))ication~ of information technology but rather to suggest that the
charge to a national laboratory should be much broader than simply
to develop sophisticated computer programs and equipment. Concern
for the economic, social, psychologic and legal problems must be encompassed if an acceptable system tailored to human needs is to evolve.
Earlier, I suggested that a mnix of new strategries must be developed
if we are to meet our commitments to the delivery of health services.
I have so far spoken only of the computer and I would now like to turn
briefly to another issue, to the role of the physician's, assistant who
works closely with the doctor, and to possible new roles which could
make him far more useful.
There seems little question that physician's assistants, taking patient
histories, carrying out physial examinations, andI administering intravenous fluids, canl greatly augment the efficiency of the doctor and
thus contribute to the relief of the physician shortage. I would like
to suggest, however, that this approach to the use of 7 ionphysicians is
much too limited. It is conceivable that by going further we can produce a revolution in the use of health imanpower in which the physician's efforts are truly reserved for those tasks which require his high
level of skill, education and intellect. I am suggesting, in other words,
that if we undertake a rigorous analysis of what the doctor does, we
will almost certainly find that a substantial number of his tasks, now
considered sacrosanct, could be done instead by skilled technicians
who could be quickly trained for single specialized tasks: for example,
to diagnose. and treat simple fractures, remove an appendix, strip
varicose veins, carry out therapeutic abortions, or perform needle
biopsies of the kidney and liver. These "categorical" technicians would
usually work in hospitals or health centers where physicians are.ail
able for supervision and emergencies. Such new uses of manpower
could well free a significant additional fraction of the physician's
I amn not, of course, recommending a. hasty move into this area. On
the other hand, the potential for constructive change seems sufficiently
great to deserve serious exploration. This thesis is well illustrated by
a consideration of the abortion problem. With, the prospect of many
hundreds of thousands of abortions during this coming year severala l
hundreds of thousands in New York State alone), with the probability
of an. increase to well in excess of a million per year it abortion lawVs
,are further liberalized throughout the country, we face the prospect
of many doctors being diverted from their usual patient care activity to
carry out this one specific technical task. I am advised by colleagues
more expert than myself, that a nonphysician could be tr~iined in several months to expertly perform this procedure', particularly using
newer techniques now coming widely available. If this is indeed
the case, we could, by training allied health personnel to perform
abortions, prevent a significant drain of doctors from other tasks requiring greater skills. There would in addition be a.large dollar saving,
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since abortions carried out by a salaried nonphysician would presumably involve a cost far smaller than that involved when the procedure
is performed by a physician.
Of course, any proposal that we train newv classes of "categorical"
personnel raises many important- questions which must be answered
before~ a decision on launching such a new effort is made. For example:
1. Exactly what tasks might best be taken over by the nonphysician?
2. How long a training period will be necessary for each category
and what will be its character?
3. In what areas can various classes of such individuals fill a needlarge hospitals, community hospitals, rural areas, community health
centers, am bulatory clinics?
4. What will be the licensure and legal problems?
5. How will physicians and patients react to nonphysicians-in their
new roles?
The exact mechanism for exploration of these issues at a policy level
remains to be determined, but the importance of such an exploration
seems clear.
I believe it is again worth emphasizing that my suggestions relating
to technology and new uses of manpower are meant only to -serve as
examples of avenues, that. must be examined if we are to break conlstraints which will impair our capacity to increase the delivery of
health care. They illustrate, however, the importance of a systematic
examination of our overall health problems and bring me to the final
issue that I would like to -discuss-the question of how we approach
policy problems in health, care,, and the absence of adequate mechanisms, for policy analysis. I would suggest that not only is health care
carried out (as some have put it) by a "nonsystem," but that decisionmaking suffers from an analogous fragmentation and lack of a syst ematic approach. Typically each of the complex issues which must
be faced is examined in relative, isolation by experts in a particular
field, the resulting recommendations becoming the basis for those who
must formulate governmental policy.
Although advocacy has its virtues-the economist espousing control of costs, the biomedical scientist emphasizing the long-term benefits to be derived from fundamental research efforts, the educator
recommending expansion of our training activities-this kind of approach also exacts its cost. The interplay of technologic, economic,
social, and other factors that should determine policy in each of these
areas can scarcely be appreciated without some considerable understanding of the entire system. And yet. at present we have no mechaismns which adequately encourage an interaction and cross-fertilization among those who provide the technical basis for policymaking.
The health economist, for example, often has little or no contact with
the real world of medical education, hospitals, or doctors, and as a
result of the semi -isolation, may have little appreciation for the problem of manpower and services that will be the key to effective functioniing of even the most rational national health insurance program.
Until mechanisms are created which foster effective communication between biological scientists, economists, educators, information
scientists, sociologists, and others, our policymaking apparatus will
remain flawed and our ability to plan effectively will be impaired.

Senator Kennedy in 1968 took note of this very problem in his proposal for establishment of a National Health Council located in the
White House and given the responsibility for defining goals, for assigning priorities, and for making choices., This approach is to be
highly commended, but in my view, would not in itself solve our problem because a small team of expert, advisers, no matter how alble and
dedicated, would not have an adequate base' of information fromi
which to make their recommendations. The problems are simply too
many and too complex, requirin' -for their solution the dstablishiment
of a large interdisciplinary group Working. on issues of national
health policy. In other words, I would suggest that there is? now an
urgent need for the establishment of a National Health Policy Institute, perhaps federally mandated and supported, that cahn provide
the analytic apparatus essential to ration.*4 deisionirikihg- in one
of our largest and most expensive naftiou'al difteuprises.
Let me illustrate with a specific example. In restructuring th6 gystem of health care, we will clearly hen~fit enorthously if we1hrtve some
clear definition of oui' qoals. Onlython can we'determine'how t?)'apply
our resources appropriately. Frequently, our goal, has beeii'defined' as
rica, with mhanly"pr~ftohents for change
bette
heath fr al'
focusing primarily on our relatiVely, p~or figures, for ififatit mortal ity
and average life expectancy. if these are indeed' the primary indices
that we hope to change markedly 'by adopting 'A new national healthinsurance program, we are pr~obably -doomed to 'disappointment.
,It hsis been repeatedly pointed biut by qualified observers that, our
record in infant mortality, while certainly, influenced by the availability of health care, is to a consider-able, e xtent a function of defici encies in nutrition, education and housing. Similarly, our general life
expectancy will be much more influenced by' issues such as cigarette smoking and automobile safety than by pumping m6re doctors
into the health care system.
Nevertheless, there are cogent tand persuasive reasons for arguing
that better access to the health care system has; important value to the
community. Access to the physician yields. benefits in relief of anxiety
and in the prevention -or correction of disabling or painful illness. The
ilized and concerned society
thus serves as a symbol'of a c'iv
pphysician
that do not show only in grloss
ahis peecisipratnwys
statistics. However,' the way in which we shape, our system 'mnighit well
be very different if relief of pain and anxiety rather than extensions of
life are viewed as our primary goals. Appropriate and incisive Policy
analysis should help us avoid the pitfalls which'are exemplified Lby
the above example.
A national health policy institute might thus be charged with the
following responsibilities and objectives:
To hel-p to make explicit the'issues we have to face in health and
services-goals, alternative. ways to achieve them, costs and benefitsas a way of making explicit the various forces and issues at play and
to provide decisionmakers with a more rational framework in which
to work;
Identify critical problems requiring further study which will clearly
be determinants of policy; identify target research areas;
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Create an environment, in which people coming from different disciplines can share insights that will produce, common language and
framework; carry out educational functions;
Provide a site in which intensive brief educational experiences could
take place for people who want some grasp of the health care systembrief, formal post-graduate educational experiences for public health
professionals, deans, congressional staff, HEW staff, an-d physicians.
.This extragovernmental policy group would probably function most
effectively free from the special pressures- imposed by government or
by the university. As recently pointed out by Dr. Roger evien, the
independence and flexibility necessary for the development of new approaches to policy issues is not likely to be found in a governmental
agency concerned with intragovernmental competition for funds and
constrained by the predispositions and hieritages, of the agency itself.
As Levien further points out, the university a so poses its own special
problems as a setting for its policy analysis since its primary concerns,
quite properly, lie in the areas of publishable research and the eduI* lc. An indecation of students rather than in studies of pb
pendent public policy analysis institute would-apear to be the most
promising mechanism for providing the 'multidisciplinary analytic
assistance which government sorely, needs in dealing with the health
crisis.
To summarize, my comments today basically represent a plea for a
new look at our strategies for de aling with' the health care crisis, a
plea that we look toward new technology new uses of manpower, and
new analytic techniques as tools for eficting major improvement
in our health care system.
Senator KENwimy. Thank you. very much, Dr. Schwartz; that is
a terribly interesting and imaginative proposal which yoi -have made
here this morning, and I would assume whatever approach the Congress takes as we. go into the. national health insurance program,
ith the kinds of observathere Will still be a need to c6me to gip
tions you have made here this morning.'
In going from the latter p art of your testimony toward the front,
do you think that some kind of arrangement similar to the Academ'y
of Sciences would be appropriate in~ this 'national health, institute,
that is, a quasi-governmental agency that has had, I think, some
significant successes?
~just am trying to see iii my own mind what might be established
here. Do you thinic that that kind of .%n approach'is of value?~
Dr. SCHWARTZ. I

had thought, Senator, of a slightly'different struc-

ture, something like, the Brookings Institute or the Rand Corp.
I had thought of the kind of a Rand environment in which the
primary goal would be policy analysis, and in. which people could
come to work for a period of years, for some 'months or for a postgraduate course. That kind 6f environmen would encourage analysis
of problems across interdisciplinary lines arnd would perhaps be most
satisfactory.
Don't think it would be aparticualarly expensive enterpilisla as
viewed against the magnitude of the problems. I would say that perhaps a hundred people froth'a number of disciplines working together
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over a period of 3 to 5 years with a budget of perhaps, I don't know,
$3 to $5 million a year, might provide an enormously strong analytical
framework for the Government in dealing with these kinds of policy
problems. I think that the issues are now of sufficient interest, that
if the Government moved in this direction, that it could create an
attractive environment in which many people would like to work.
Senator KENNEDmY. Moving into this*computerization of health, what
part of the whole health system do you think could be computerized?
Dr. SCHIWAiRTz. That is -certainly a very appropriate question. I
think the first thing that should be reemphasized, is that obviously
most illnesses that bring patients to most doctors don't require computers or fancy equipment. Most people who see doctors have a sore
throat, a cold, a splinter a headache, a backache, or what-have-you.
The problems is, what does the physician do to be sure to recognize
the major problems that occur among the 5 to 10 percent of his patients. Here, is where the computer, I think, could play a very important role.
With the computer we could make sure that a doctor in the community, or allied health personnel would not often overlook a major
disease. With this help the practitioner could deal with crises in a
way that I think would generally be more expert than is possible
today..
NowI in major centers of course, the use would be different. I think
a computer-based approach in such a setting could be extremely useful not only in patient care but in the education of medical students.
If we had 300 of these programs instead of a small handful, a medical
student could work through them in a live way by entering data and
by looking at the response of the computer. I think this could have
an enormous impact on medical education, the cmue agl
e
placing textbooks.
,
cmue agl
e
So I think there are a number of ways in which this technology
could be of great help in the system.
Senator KENNEDY. But, of course, in terms of the kinds of problems
you see, it is still very specialized. You pointed out well in the early
part of your testimony what the inadequacy of sufficient health personnel meant, and how we might be able to stretch these over a broader
area of responsibility.
But still, I suppose what you are saying just now is that the kind
of area in which this kind of computer could best be employed is
in education in fairly minor but important and sophisticated types
of illnesses.;
Dr. SCHWVARTZ. That small percentage of illnesses which the doctor
sees that tend to kill'people, have to be given a weighting factor that
is different f romn a splinter or a cold.
But even beyond that, Senator Kennedy, I think there are important
uses with lesser serious illnesses. Let mue take'three situations. The
management of high blood pressure, of diabetes, and of urinary tract
infections.
These are problems common in the community. Let's take high blood
pressure, for example. There are all sorts of 'drugs available and it
takes a knowledgeable physician to know which drug to use and when
to change the dose or change the drug. This can be a difficult matter

453
and when not managed well can lead to serious vascular complications
and death.
I believe that computer programs can be written which can keep
track of antihypertensive medication, guide the doctor Ini the appropriatte management, and thus favorably influence the course of the
(disease.
The use of antibiotics in urinary tract infections is another good
example, and there are others. I did not mean to imply that the health
cr-isis can be coped with in this way, but simply wanted to emphasize
that given the enormous mass of new information we have, it takes an
expert to be up on even a small fraction of that knowledge. Yet these
are therapeutic issues that confront the practicing physician in every
community constantly.
So that I think the computer could be more than just an aid in very
serious illnesses. It could have a potentially important public health
impact.
Senator K ENNVEDY.

So you see this computer bank having an updated

ipt for the care aud treatment aud perhaps even the latest
dru~igs used to meet many of the kinds of situations that might come
up readily in terms of the practicing general practitioner, or, I suppose, even the more sophisticated practitioner.
Dr. SCHWARTZ. Yes; but I want to be clearly on the record, that in
my opinion this kind of major change is not around the corner.
The speed with which we accomplish such change, will, I think, be
determined by the commitment of the Congress to the support of new
"intellectual" computer applications. There is, of course, some risk in
funding this enterprise, risk in the sense that no one can say with absolute confidence that these programs can be worked out in a way so as
to produce the impact that I hope they will. But I would suggest that
if we do a cost-benefit analysis we will find that the investment is well
worth it. I would not want to suggest, however, that (A) it is certain
that doing all this can be clone, or (B) that we are right on the verge of
doing it.
I am simply suggesting that a significant national effort supported
by the Congress would give us a chance to test this hypothesis.
Senator KENNEDY.

What is your estimate of the costs of such a

program? Is there anything von could say on 'that?
Dr. SCHWARTZ. If you will forgive me for again more or less picking(figuresSenator KENNEDY. You talked about the two national laboratories.
Dr. SCHWARTZ. If you don't'mind my picking a figure more or less
out of the air, I would guess that, to support a national laboratory of
health information sciences-hardware and programing costs and
investigators in the related universities-might take 10 or 15 million
dollars a year.
I will suggest a figure of perhaps 25 or 30 million dollars a year to
get such an 'effort going in two major laboratories.
Senator KENNEDY. Moving to the area which you touched on in
terms of~ effective use of manpower. You gave the example of
the New York area and there their more libei'alized abortion laws.
Do you find that with the passage of this legislation 'in New York
that more doctors are obviously spending more time involved with
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therapeutic abortions and 'therefore effectively are draining off the
more skilled doctors IAom tending to other kinds of needs?
Dr. SCHIWARTZ. Senator Kennedy, I will say frankly I don't have the
facts on that, but it is almost inconceivable to me that it could be other
than as you have stated.
In other words, if New York State is now going to do several hundred thousand legal abortions ,a yer, then it inevitably means that
many man-years of doctor time will be drained into carrying out these
abortions.
To measure the drain is, however, rather difficult. How do we know
about the p~atienit who had to wait 3 weeks to see a doctor, or who could
not get a. doctor when he needed himI On the other hand, there must
be some influence on physician availability as doctors begin to take
on these new tasks.
I mention abortion as a case in point, because we see a rising curve
for the demand for the procedure, but I think there are other procedures which can be delegated to the nonphysician as well.
1 am sure that many of -my, colleagues WITl not be thrilled by these
suggestions, because I am talking a out Iprocedures that have been
considered sacrosanct. Nevertheless, I1am emphasizing the need for
throwing away our taboos, if we are really to come to grips with the
manpower problem.
Senator I1iXEDY. What is it now in New York;- do you have any
idea: what'a doctor receives for, an abortion?
SDr. SCHWARTZ. I have obtained some such figures. I think it typically is slightly over a hundred dollars, as at minimum figure, and I

understand that it goes up to several hundred in private hospitals.
It turns out in the aggregate to be a very substantial, figure. Thus
by using allied health -personnel the- savings would not only be in
doctor's time, but also in dollars. I would guess it would be possible
for the charge ,to be reduced. to $20 or $25, thus accomplishing a si gnificant savings in the health budget of a State such as New York.
Senator KENNEDY.F inally, do you have any reaction in response to
the administration's proposal in reducing the time for training of
medical students?-f
Dr. SCHWARTZ. I think it is an idea that deserves serious consideration' A~yain, tradition has said 4 years, and I have no objection at all
to our aoing everything we can to speed up the process.
My only concern is that I don't think it is a panacea. If physicians
are graduated 1 year earlier, we fill the pipeline a little earlier, but the
net impact over the next 20 years, whether we graduate doctors a
year earlier or not, is going to be relatively small in terms of our
manpower needs.
The approach is reasonable but if we put too much faith in it as
a way of solving our manpower problem, to that extent it is misleading.

Senator KENNEDY. You can see the possibility that some medical

students, for example, minority members who have not had the background in their undergraduate days, might even go longer than 4
years maybe even 5 years?

Dr. SCHWARTZ. r think the whole attitude now has moved toward
the appropriate one of flexibility. Three years rseemtobinery
one's opinion the minimum time in which an able individual can finish
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his medical education, The thought is that one could still take, 4 or
5 years to accomplish his goal, if necessary.II
I might mention a possibility that appeals to me. If we have new
allied medical personnel delivering primary health care with technologic acids, out of that group we will be 'able to identify those with
the capability to continue their studies to the M.D. level. In' this way
we could provide many individuals with upward mobility.y
Senator KENNEDY. You think the medical education can be restructured so that a person can move from area to ar!Ba of expertise?
Dr. SCHWARTZ. Intuitively, it does not sound to me to be an insurmountable tyroblem.
Senator KENNEDY. Senator Dominick?
Senator DoINicx.,Dr. Schwartz, this is one of the most interesting pieces of testimony that we have had, and I congratulate you
on that. I think it is great. I think t 'he things that you ~ave' brought
up are inevitably going to. come about in one way or another.'

Let me ask you just a few question which occur to Me. First of all,
we don't have a standardized cornputer language, and that is one
of the computer problems around .the-country.. We are liable to find
ourselves -with, a doctor talking in, one, language and a, computer
talking in another and getting the wrong results.
IDr. SCEWARTZ. Well', I think the problem of the -language'is basically one for the computer scientist. In other words, the compatibility of the programs and the programihg-laiguage is something that
has to be faced.
It is clearly one of the technological problems that the laboratories
we are talking about could properly deal with. But the hope is that
the doctor or the nurse or the allied, health professional using the
computer really won't, have to know anything about computer 'langae. It is reasonable to anticipate that, we will be using high-level

languages such that the user will not have to know any more about
what is under. the cover' of the teletype, than the driver of an automobile has to know about what is under the hood of his car.

A critical issue which I did not have time to talk about during my
testimony, is the question of man-machine interaction., Unless we'develop convenient ways for doctors and other personnel to communicate
with computers-othor than noisy and slow teletypes, which nobody
likes very much-user acceptance of the, system will almost certainly
be poor.
Senator DOMINICK. Would you agree that this would have to be
worked out in a standardized language?,I
Dr. SCHWARTZ. It is a major issue, but it is not insurmountable.
Senator DOMI~NICK. One of the things that is of increasing concern

to people all over the country is what generically we call the right, of
privacy. In other words, we are all sick of being numbers and lists
and parts of a machine that we don't know anything about, and I
think that is true of eyery member, of the committee as well as everybody else all over the country.
Would, in this computer,,bank situation you are speaking of, would
the patient be a'number, amnme, or .wotild it,Just be there f'or the particular'doctor to ask What the, results, the diagnosis that he makes
is?
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Can you answer that? Would the doctor have to make a diagno0sis
of what he thinks is wrong, and have the computer come back withl anl
answer without mentioning the patient's name?
Dr. SCHWARTZ. I think the problem is an important one, and it lies
along the range of critical issues beyond technology.
rrhe problem of a. national data bank is a serious one and I am
troubled by the medical record and medical information adding still
another dimension to that dilemma. Such difficulties are certainly
clearly impaired by the kinds of suggestions that I have made.
I think the medical data problem is particularly complex because
we can't simply think about protecting patients' privacy. I would
like to feel that if I were on a trip and took ill, that the doctor I went
to could, on the one hand, have ready access to all of my, past medical
record.
On the other hand, I would also like to feel that my doctor, who
did not need to know about my medical record would not have ready
access to it. A-nd that is a very tricky exercise.
If you are really just trying to protect data, the task is relatively
simpler, but if you want to permit ready access to records by those
who need the information and no'access by -those who don't need it,
this, to my mind poses a serious technologic problem.
Senator DOMIN~ICK. In other words, your thought is that at the
moment there would be in the banks for each individual person a
data list of the person's particular history of ailfjients and physiological symptoms.
BIr. SCHWARiTZ. There would not have to be, Senator Dominick.
That is a policy decision we would have to make.
,,Senator DOMINICK. If you don't do that, you have the problems
of the doctor who is a stranger to the history trying to make a diagnosis all of a sudden without knowing any of it?
Dr. SChWAARrz. That is the tradeoff, anid my hunch is that the pressure to have a centralized data bank of medical information will for
this reason be enormous. The issue we will then be confronted with
is the protection of privacy., Some-sort of system of "passwords" will
probably be necessary, perhaps both the patient and the doctor together using their fingerprints to unlock the file.
In the area of psychiatric data, there would have to'be particularly
stroIng measures to protect people's privacy.
I am delighted that you raised this concern specifically. It is exactly
what I was referring to when I suggested that the charter of those
concerned with developing new technology must be much broader than
technology per se if we are to avoid the pollution of our social environment that we have had with so many other revolutionary technologic advances.
Senator DomiNiciK. We have made a brief start on this type of automation in some of our intensive care units in the hospitals where you
have oscilloscopes lined up with everybody, you have six people and
one nurse watching a monitor.
This, having been in that situation, I found highly reassuring.I
thought it was very good, a§ opposed to the recovery room, which I
had pjst gotten out of, which I think is the grade A horror of the
hospitals at this point.

45,7
I would like to do something' about changing the recovery room.
I don't know how to go about it. But anyhow, we have started it. Also,
I have just recently learned about a computerized system which has
been developed in California, just right along the very lines that you
are talking about, by a private group, I believe of both computer experts and doctors, trying to make available
5 kind of computer
information to doctors who would call in and try and get the date and
the necessary treatment from the symptoms that they are able to
determine.
It was not my understanding that this would be a computer bank
with each patient's name in it,-but I suppose it might be.
Are you aware of that particular experiment that is now being tried,
at least, in California?
Dr. SCHI-WARTZ. No, I am not. There are clearly a number of groups
which are becoming interested in this problem. I don't want to burden
you with a lengthy discussion of the various strategies for making
decisions with computers but there are perhaps one or two points
worth making. You can write a flow chart for dealing with certain
routine prolems, but very sophisticated new types of computer
science have to be applied to the more complex clinical problems.
Thus while it is possible to demonstrate rather striking behavior of
a computer system, such as in the example we have used this morning,
it is illusory to think that this'or any similar prototype represents
a breakthroughl that will allow us to reach critical mass.
In other words, until we hiaie covered a very wide segment of miedical problems, we are not going to have a, useful system, and I would
say that requires a tremendous amount of fundamental research which
is not going to be done by any small group in the very near future.
Senator DOMINICK. But even on tTe simpler things, it would cut
down the time a doctor has to spend with a patient in trying to either
get treatments which are under the new educational system as you
said, trying to keep up with new knowledge, or simply his own office
time so he can treat more people?
Dr. SCHWARTZ. I agree with that, Senator Dominick.
I am all for whatever efforts that are going on now but my feeling
is that the efforts are fragments and ar
eylmited in scope.
The chances of really seeing major change and a real impact on the
health care system are critically dependent on a decision to concentrate
some significant amount of funding in this area, and of thus drawing
a number of talented people to it.
I think that major change due to the computer is going to come
eventually anyhow. It is sort of a natural evolution, which will result
from the interplay of new technology and our new social commitment
to universal health care. The question is thus simply one of when this
change will come about. If we really mean that to do something about
national health insurance soon, the pressures to use new strategies are
close at hand.
Senator DOMIxiicK. In connection with your physicians assistants,
Dr. Silver, at our University of Colorado Medical Center, has been
doing this for a number of years now and on pediatric nurses.

thi
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It has been highly acceptable. They do a lot of it. Do you lpiow
of any other similar type program' that is going on, not necessarily
in eiatric nurses but other things such as you referred to here?

Dr. SCHiWARTZ. I think the pediatric nurse practitioner example
is perhaps the most dramatic and successful example that we have.
I would say, however, that the level at which such a person can function, and the degree of independence that we might give to such individuals, could be greatly enhanced by the kind of intellectual
augmentation that the computer could wvell provide.
Another interesting program now underway involves taking corpsmen and training them to function semi-independently as physician
substitutes whee there are few or no physicians. I would say that we

Could probably provide such physician substitutes with the equivalent

of 2 or 3 ear's further education by plugging them into this kind of
external device.
I am not speaking in opposition to any of the, paramedical program$.
I am simply suggesting that the potential for 'using these'new kinds
o~f personnel more effectively, more widely, and in more, serious gitui-,
Lions, is there if we choose to use the technology effectively,
Senator DomwiNcx. The administration program provides for a
national health education foundation as well as coniugedcto
in the medical field in area centersst'u.
euato
Do you have any feeling About w hether this would be helpful ' or
not?
.I will restate the question. Do you think this would be helpful,'or do
you think this would tend to downplay the type of Rand-type organization, as you proposed it, for trying to make, an interplay of the
economics and skills and the modernization and the variety of other
things that are now needed in order to get health care available, to
more people more evenly?
Dr. SCF1WARTZ. Senator Dominick, I am not sufficiently familiar
with that proposal to comment responsibly on it.II
Senator Do~inNbCK. One more question. You referred to legal redress in case a computer makes a mistake, or a doctor under another
system would indicate a diagnosis 'which is incorrect and theref6re
gets a wrong answer.
One of the problems that we haftve'now, as I understand it, with the
medical profession, and one of the things that is being passed on to the
patient in terms of increased costs, are the malpractice suits that have
been going on all over the country.
There was only one company that would issue insurance in Arizona,
and none in Hawaii, and the'adniini~t~tion had to persuade a company that had not been in the field to go in and start.
In the administration bill, there 'is a provision for a study to see
what can be done About this, and .Without trying to take too'much
credit,. I emphasized it. strongly because so many doctors have talked
about it.
Do, you have any feeling on this, and what ought to be done about it?
We should have sd6me redress. The"question is, are we overplqyina'it?
Dr. SCUIWARTZ. T have given it some thought as I am sure all r6sponsibl e physicians have, I -but I think for nie to testify before this
committee as an expert -would be inappropriate. I have not given the
matter sufficient thought, and don't feel qualified.
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Senator DOMINICKi. In the planned parenthood prospective magazine, and I have been asked to ask this by Senator Packwood, in January of 1971, referring to New York, it says here that in a survey,
and I am now quoting-"seven out of 10 physicians stated that the demand for abortions W'5ould not be likely to become a burden on their
practices. An average of 4.2 abortions requests per doctor was reported
for the Week prior to the survey."
Do you have any comment on that?
Dr. SCHWARTZ. Well,11 I was really talking in terms of man-years of
physicians' time. If x number of abortions are performed per yearlet us say half a million, a million, or ultimately in excess of 2 million
these abortions must be performed by physicians who were not doing
them before. Whether a doctor does four, six, eight, or 400, it is
taking his time and energies away from other tqctivitieA.
If we multiply out the number of minutes per abortion, times the
number of abortions, we will have an index of how much time is being
taken away from other practice.
Economically, it certainly is not a burden. It is a very rewarding
procedure for a physician to carry out. H-e is encouraged to carry it
out by the favorable fee structure. In this sense it is a very useful
way of spending time.
But if we just take man-hours and man-years, I can't see any way
to avoid the conclusion that abortions represent a drain on the,doctor's
energies distracting him, from other activities where his unique skills
could be applied. In the case of abortions, someone else's skills could
be applied.
Senator DomiNcic. As the staff points out, a therapeutic abortion
in fact might save time, because you don't have to go through a 9month pregnancy where the mother is coming to the doctor regularly
pmr ieta
h
and seeing him all the tmadprastkn
other way.
tmadprastkn
pmr ieta
h
Dr. SCHWARTZ. We Will save even more time by having someone else
do the ab~rtio'ns. But I really did not mean to focus your attention on
abortions that specifically.
There are a range of tasks which fall into this general category. We
have to study which tasks now being done by physicians can best be
done by nonphysicians, where these categorical personnel can function
most effectively. I was simply using abortion as a prototype and am not
prepared to defend this or any other procedure as being the one that
should be done by the nonphysician.
I am simply suggesting that it is time that we shucked off our traditional ways of approaching the manpower problem, and that we determine from an operations research point of view what it is that a
doctor does.
Senator DOMINvicK. We do have problems with licensing laws.
Dr. SCHTWARTZ. Yes, and psychologial problems related- to the
patient's attitude toward being cared forby nonphysicians. I did not
go into these matters because of time limitations.,
Senator DOMINICK. One thing I would like to point out: We have,
on a per-capita basis now a few more doctors than we did per capita
in 1960. I think all of us would agree that -we would have more and
more medical assistants such as the typ e you are talking about, either

460
by a computer system or by actual people who have been trained to
do this.
You raise some question as to whether the forgiveness program would
work in terms-

Dr.

SCHWARTZ.

I

am sorry, sir.

Senator DoMfiNICKi. You raised some question as I understand it,
as to whether the forgiveness system in scholarships for medical students would work. I think the question is well raised. As a matter of
fact, I raised it myself, because we found it did not work very wvell in
terms of teachers.
I think it is fair to say that we have not lost any money if it does
not work. If it does work, you are better off, because you have got
them in the areas that you need them at the moment, in the inner
cities and the rural areas, sparsely populated and so on.
It is possible that it might work. Senator Beall and I have cosponsored a bill called the Family Physicians Scholarship Act, and we
will have an administration proposal on this, too.
-So I don't think we ought to just eliminate the idea. I think we
might as well try anyhow. WXe have tried it in the educational system
and it did not work too well. Maybe it is because we did not have
enough forgiveness.
For that reason, we are giving more in the medical situation.
That, coupled with our support of the medical schools, might have
a more dramatic impact than has been indicated.
Dr. SCHWARTZ. I would feel badly to leave the committee with the
impression that I thought the directions that you have just described
are not ones that we should pursue.
The various measures you have just described would encourage
physicians to practice in areas where they are not now practicing, and
such efforts coupled with aid to the medical schools are clearly highpriority activities for the Government. If I conveyed some other feeling, I 'am sorry, because my suggestion was simply that these approaches, as important as they are, as much as they may do, will simply not do enough. Of course, that judgment could be wrong, but
given the leadtime that is involved in resolving our manpower, problems, I think we have to move on a series of fronts.
It could be argued that this strategy is expensive, but the expenses
involved are relatively small compared to the serious price we will
pay in public disillusionment if we can't deliver on our commitments.
So I am asking for a wider mix, not discouraging any of the current approaches, most of which I think are good.
Senator DomiircK. Thank you, Doctor.
SenatorIKENNEDY. Senator Beall?
Senator BEALL. Just to pursue the health manpower, if the urgency

is such that we can't wait until the scholarship programs are actually
fully implemented, how do we go about legislative liaison concerning ourselves with the full implementation of a manpower program
that would bring about the greater utilization of paramedics or that
kind of person, other than through scholarship aid and training
aids?
Dr. SCHWARTZ. If you are willing to accept my response as that of
a rank amateur, I will comment.
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One approach would be to direct, funds toward specific studies
of the possible role of categorical personnel, that is toward defining
and demonstrating what their potential role is.
A second would be to take a national laboratory of information
sciences in health and to broaden its charter. One might set up this
laboratory as a quasi-governmental institution, I suppose along the
AlEC model, and ask it to deal not only with technlogy, but also to
develop new ways of using manpower and of making manpower
available throughout the country.coptn
That charter could thus include both the use of newcoptn
technology and the development of other strategies for new uses of
categorical and other types of personnel.
I am sure that in a relatively limited period of time, if one -uat
down to think about the problem you raise, a reasonable recommendation could be made for legislative strategies.
I don't have the feeling that design of new legislative approaches
would pose a serious proAem, but I am not sure my answers have
been quite as incisive as you would like.
Senator BEALL. It is not a very incisive business.
We have been rather successful in coming uip with research that
worked successfully on specific diseases. Is the problem such that we
might be wise to think about the creation of another institute of the
National Institutes of Health called the Institute for Health Care
Delivery, or something of that sort?
Dr. SCHWARTZ. I im.-iyine that that kind of an institute would be
concerned with provisioil Of funds, presumably under the project or
contract system, to those working around the country, and I think
that would be one useful mechanism. In fact, we at present have somnething of such a mechanism in the Health Services and Mental Health
Administration.
In addition, however, mny feeling is that several organizations, semiindependent in nature, should be given prime responsibility for the
actual development and implementationi of these kinds of efforts. They
could provide a kind offocal point and catalytic, influence on the
system.
In other words, the National Laboratory would really have a special value by bringing together in one place people who could reach
critical mass across a, wide range of disciplines.
I don't make these recommendations with great confidence or assuranice, but I do think that during a relatively brief period of study
one could come uip with much firmer kinds of recommendations.
Senator BEALL. One final question. Just back to the manpower for a
minute. We recognize that this is certain problems, psychological
though they may be, in getting acceptance of a medical technician.
Is there resist 'ance in the medical fraternity itself to a use of paramedical people or that type of person?

Dr. SCHWARTZ. I think that as long as paramedics function as ex-

tensions of the doctor's hand, eyes, and ears, as long as they serve him,
or go into areas where doctors don't wanit o go, there is not going to
be much of a problem.,
IHowever, when we start talking about such personnel carrying out
an appendectomy or a therapeutic abortion, that is cutting closer to
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the bone. In other words, I don't believe I will win any popularity contests with this kind of testimony. In fact, for a variety of reasons including economic, a good many physicians won't be enthusiastic about
these suggestions.
Senator KENNED.Y. If the Senator would yield, what do you do about
it, then?
Dr. SCHWARTZ. I think that question deserves study. It is complicated. Before confronting the physician, I think we ought to have a
pretty good idea as to how useful these categorical paramedics will
be, what need they will fulfill, how they will affect the doctor's practice, his livelihood, and his image of hiself.
In other words, if we go to the physician without having done our
homework, without having demonstrfated a need, and without demonstrating that the physician's role will not be seriously threatened, we
can't expect a very enthusiastic response.
It may be that I 'am unduly optimistic, but I think that some
homework on the problem may serve to g~t rid of: a number of fears.
It may well turn out that doctors will not be particularly troubled
once they know exactly what is involved.
Certainly the physician's assistant program, which initially *engendered considerable anxiety among physicians, has not turned out
to be as troublesome as was origin ally thought.
So I think we have to do a lot more work on this issue, Senator
Kennedy, before we can come up with a satisfactory answer to your
question.
Senator BEALL. Relating to that, then, if we break down all these
barriers that exist inside and outside the fraternity, how prepared
are we to train people?
Dr. SCHWARTZ. Again, I tried to suggest, albeit very briefly, that
there are a whole series of issues to be faced. First, we must take an
operational research look at what doctors do, grading tasks in terms
of complexity.
As far as I know, we have never systematically looked at the character of the physician's job. I would think that is a major and important enterprise.
Then, I would suspect that some pilot programs designed to train
some 1, 2, or 3 specialized types of personnel should be launched,
and that these people should be placed in the community. Only after
this firsthand type of experience will we be prepared to embark on
Maj or training programs.
Senator BEALL I have no more questions.
Senator KENNEDY. Finally, just as you responded to Senator Beall's
question on the views of the medical profession members on development of paramedical careers, what do you think is going to be their
response on the utilization of computers I

Dr. SCHWAIRTZ. Most doctors are rather fascinated by the sort of

approach that we have been discussing today, but a good many of
them have expressed anxiety and concern about the impact of the
computer.
The kind of person who goes to medical school is one who enjoys
analyzing a problem and accumulating information. He carries around
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a well- functioning computer inside his own head, and uses it constantly to make clinical decisions.
The status and esteemi which the medical profession has held stems
from the fact that the doctor is able to do thiat. As the doctor begins to
surrender then some of his analytic and memory functions to machines,
I think hie may well begin to feel diminished by this loss.
But my own feeling is that any task which a computer can do,
doctors should not be doing. We should be reserving human beings
and brains for the performance of uniquely human tasks-solving particularly complex medical problems, dealing with people, talking with
them, and providin
igcmaslte
copsionate care.
computer can thus provide us WUt a strategy which will allow doctors to shift their activities
more toward the behavioral and social aspects of health.
I would project that if we change the system in this way, we will
begin to see different kinds of people applying to medical schools.
That is, as the character of medical practice changes, we will probably
find that the type of person going to Medical school will be one who
is particularly interested in the decisionmaking process; or, alternatively, the indivdual who is interested in the emotional, social, and
behavioral aspects of illness.
The computer will thus change the character of the student body
and lead to a rather different pattern of practice for a great many
doctors.
All this must, of course, be classified as speculation.
Senator KENNEDY. I want to thank you very much for your appearance here. It has been a provocative and stimulating presentation,
and I think it is going to be of value to the members of the subcommittee.
I want to thank you for your comments and your testimony this
morning. We appreciate your appearance here.
Dr. SCHWARTZ. Thank you, Senator Kennedy.
Senator KENNEDY. The subcommittee will stand recessed until Wednesday at 9:30.
(Whereupon, at 12 :30 p.m. the subcommittee recessed, to reconvene
at 9:30 a.m., Wednesday, March 3, 1971.)
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HEALTH CARE CRISIS IN AMERICA, 1971
WEDNESDAY, MA1WH 3, 1971

U.S. SENATE,
Su'BcoMMjirTrE oN HEALTHr OF THIE
COMMITTEEri ON LABORt AND PUBLIC WELFARE)

Washington, D.C.
The subcommittee met at 10 a.m., pursuant to recess, in room 4200,
New Senate Office Building, SenfttorE dward M. Kenniedy (chairman
of the subcommittee) presiding.
Present: Senators Kennedy, Javits, and Dominick.
Committee staff members present: LeRoy G. Goldman, professional
staff member to the subcommittee- Stanley Jones, professional staff
member; and Jay B3. Cutler, minority counsel to the subcommittee.
Senator KENNEDY. The subcommittee will come to order.
We appreciate your patience in waiting here. The stenographer's
machine was sent over to the Labor Department instead of tle Labor
Committee and all I can say is if that is the worst thing that happens
to any of us today we can be thankful. We appreciate your patience.
The subcommittee will come to order.
Today we resume our hearings into the health care crisis. The witnesses today have been asked to describe one of the most tragic elements of the health crisis-the plight of the public hospital. To an
ever increasing degree, this Nation's major municipal hospitals have
become the principal provider of care for millions of Americans.
Their patients, largely the indigent and the i nedically indigent, have
placed increasing demands for health services upon these 'hospitals,
especially since the enactment of medicare and medicaid in 1965. As
the demand for services have skyrocketed since 1965, these great institutions have been brought to their knees. And in that pl~ocess costs
have escalated, services have deteriorated, inconvenience and inefficiency have become a common denominator, and compassion has been
forsaken.
Our purpose today is to more fully document thie specific nature of
the problems which afflict these institutions. Only Chen will it be possible to fashion programs which can alleviate thos problems.
Our witnesses today are eminently qualified ,o help the subcommittee understand the magnitude of this problem. Taken together,
they represent the leadership of three of this country's major municipal hospital systems-New York City, Chicago, and Los Angeles.
The frst witness will be Dr. Joseph English, who was head of
Neighborhood Health Centers ait OEO, then became Administrator of
the Health Services and Mental Health Administrator at HEW, and
(465)
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presently is the president of the New York City Health and Hospitals
Corp.
We want to extend a warm welcome to you, Dr. English. I must add
on a personal note I have had an opportunity to work with -you on
health matters for many years, actually since I came to the Senate,
so I know that you have a broad range of understanding of health
needs generally and a great wealth of information about the particular
institution that you represent.
So it is a warm welcome which is*extended to you today before
this subcommittee. You have appeared before the Health Subcommittee and Labor Committee on many different occasions, so you are no
stranger to us; and your testimony in the past has been of enormous
value to the memb ers of this subcommittee and to the Senate generally,
and we want to thank you very much for arranging your schedule
to erme down here to be with US.
STATEMENT OF JOSEPH T. ENGLISH, M.D., PRESIDlENT, NEW YORK
CITY HEALTH AND HOSPITALS CORP., ACCOMPANIED BY
SHELDON KING AND JACK BRADY
Dr. ENGLnsi-i. Thank you very much.
Senator Kennedy and Senator Dominick, it is a tremendous pleasuire for us to be here this morning, Senator, Kennedy, not only because
of the tremendous help welhave received from this committee of the
Senate, but because of the help you personally have given .to us. from
the earliest days of the poverty program.. It is a pleasure to have the,
opportunity to talk to you about the growing problems that we face in
New York City during these hearings on the health crisis in America.
I. would like to introduce to you, if I may, some of the people that
have comie here this morning with me. To my left is Mr. Sheldon King,
who is a distinguished hospital administrator in New York City and
is the executive director of the Bronx Municipal 1-ospital, one of the
largest hosi ita I in New York under the auspices of thec new corporation. This hospital is affiliated with the Albert Einstein. College of
Medicine.
To my right is Mr. Jack Brady, who, in addition to being the budget officer of the new corporation, served in that capacity with the
department of hospitals as well for many years.
We have come to speak, Mr. Chairman, this morning not only on
behalf of the Nation's largest municipal hospital system for which
the corporation assumed responsibility on July 1, 1970, but also
as advocates for the urgent needs of 8 million New Yorke rs, nearly
half of whom are dependent on our municipal system for their care.
For despite the wealth of medical resources and talent in New York
City, our citizens are faced with. health' problems of the greatest
magnitude.
Tfhe New York City health care crisis is, unfortunately, simply an
example of the problems faced by all of the urban centers in our country. Despite the city's abundance of health facilit 'ies and talent, a
quick review of some pertinent statistics should help illustrate the
city's dilemma.
On the positive side of the ledger, New York City has a total of
140 hospitals, 80 of them voluntary hospitals with 27,000 beds; 18 of
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them municipal hospitals under the auspices of our corporation with
better than 16,000 beds; and 36 proprietary hospitals with 5,000 beds;
but 80 percent of those beds, Senator, are in desperate need in many
istances-particularly our own hospitals-of modernization.
'We have in our city 4 percent of the population of the United States
but 9 percent of the physicians. In some parts; of our city the patient!
doctor ratio can be one-two hundredths, reflecting that abuni~dance of
physicians but in other parts it can be one-twelve thousandths which
is responsible for some of the statistics we are going to present to you
this morning.
We have seven medical schools in our city and we produce onetwelfth of the medical graduates iii the U.S.A. We have 10 percent
of all interns and residents in the United Staes in the hospitals of New
York. One out of 20 people in our city who are employed work in the
health field and we spend nearly $4 bill ions annually in the public and
private sector of health in our city.
Yet, we have a death rate in New York of 1,090 per 100,000 population compared to a national rate of 949. We have an infant mortality
rate of 24.3 per 100,000 live births compared to a national rate of 21.7.
In the poorer areas of our city that infant mortality rate can exceed
the average of the city greatly, getting as high as 30 or 40 per 100,000
in various parts of our city.
The life expectancy at birth for men and women in New York City
is shorter than the national average.
We found 2,649 cases of lead poisoning last year. If we had the ability to really do good detection in this area, with all of its implication
for mental retardation in our young, we would find even more.
The addiction rate for hard narcotics in our city is the highest in
the nation. Our maternity mortality problem, particularly among the
poor, is very great. We are one of the cities in the country that still
has much tuberculosis in comparison with other parts of the nation.
Despite the great resource we have, it is very clear we have not yet
learned how to link that resource to the needs of so many people in our
city as, indeed, we have that problem in the Nation. I think the great
challenge of this decade is going to be to link the great resource in
biomedical excellence which we have developed in this country to the
needs of all the people, not just the few who are now benefitting from
that very legitimately produced resource we have developed.
We have ready had a vivid example of a new institution which are
helping with this. problem. I am speaking of the neighborhood health
center here, the result of a program fostered through legislation, introdu'ced by the chairman of this subcommittee. In New York City, we
are happy to tell you there are now nine of these neighborhood health
centers and they are linked to municipal and voluntary hospitals and
to medical schools, and they serve target populations with a completeSenator KrENNEDY. If you would accept an interruption, you mentioneci the neighborhood health centers. Of course, the record ought to
be clear that they were initially started under your leadership in 02E0.
I had the opportunity to introduce the legislation here, but it was an
enormously creative idea and something which, I think, has helped
hundreds of thousands of people and has dramatized the importance
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of preventive medicine as well. I just mention that because of your
owni association with that program.
Di'. ENGLISH. Well, I appreciate that, Senator. I think if you and
members of this committee that helped us in that effort were to come
to New York and see the way it has developed-at least in terms of the
quality of the centers that are operating theie-you would be. vo~ry
pr'oud of that.
Of course, we do not have nearly the number of neighborhood. health
centers that we need or the number that were planned when this prograin was begun some years ago, but I think it is an example of when
resources are made available what can be done to deal with this problem of the delivery of health care.
Now, historically, Senator, I think if you know the history of health
care in New York *City,it is not surprising that it was one of the cities
that picked up earliest on the neighborhood health Center idea, and
with the resources available expanded it; because its ti-aclition of providing care to the. needy had its beginning in a house of correction
built in 1736, one room of which was devoted to a hospital ward with
six beds. The origin of our effort in New York iii the delivery of health
care goes back that far.
During the second decade of the 1901 century, this institution was
moved to Bellevue Farm on the East River. Bellevue Hospital evol v~ed
from a complex of buildings on the farm set aside to care exchlusively
for the sick.
Between 1850 and 1860, 12 hospitals and five independent dispensaries came into existence, Suich as the New York Eye and Ear Infirmary and Brooklyni City Hospital, grew in size and importance.
B3y 1850, the public view of the hospital had begun to change. Care
could be provided in the hospital which could not always be made
available in the private home. Hospitals began to be patronized by
paying patients. After that date, they were no longer considered to be
institutions exclusively for the poor.
The city of New York maintained three groups of hospitals into the
early years of the 20th century. One group was operated under the
direction of the department of health, a second was run by the departmnent of welfare, and a third group, under no clear supervision, was
scattered throughout the city. The lack of one central authority led to
variations in medical stand rds at all city institutions, and waste and
corruption flourished. In 1929, the New York City Department of
Hospitals was established to deal with these problems and to coordinate and consolidate the municipal hospitals.
At the time the New York City Health and Hospitals Corp.
assumed responsibility for the public hospitals in July 1970, the municipal hospital system in New York had become the largest in the
Nation. From its six beds, in 1736, this public hospital system had
grown to include 18 hospitals with 16,000 beds, and 4/2 million inpatient days per year; 1,400,000 emergency room visits, and nearly 3
million clinic visits were logged last year. Our hospitals gave birth to
some of the great contributions in medicinei-the first use of the hypodermic syringe; the first caesarian section; the first use of blood transfusion; the first American School of Nursing; the first use of cocaine
for surgical anesthesia in America; the first use of surgical gloves atnd
the first ambulance service in the world. It has become, in 1971, an or-
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gimization with an annual expense budget of $617.8 million and capital assets of more than $1 billion.
During the early 1960's the New York City IDepartmnent of Hospitals
wits faced with ilnaiiy problems, but- by far the most serious wits the
crisis surrounding thle loss of well-trained physician manpower1. And
there are some lessons for us now in the 1970's when we review thlat
history.
For a number of years there was not a single American graduate
serving an internship in a municipal hospital where a medical school
did not supply free supervising physicians. Accreditation of some of
the municipal hospitals was in grave jeopardy.
It was at this time that, thle New York City Department of Hospitals. under the leadership of IDr. Ray Trussel, and the voluntary
hospitals and medical schools of the city formed an historic partniership to meet the crisis. In1 1901, the city entered into the first affiliation agreement. Through these affiliation agreements, as thley, are
called, the city of New York contracted with schools ofnmedicin .e and
Voluntary hospitals to provide professional services in the mi-unicipal1
hospitals. The affiliation program, which started with one municipal
hospital and a. $3 million annual expenditure, now covers 16 municipal
institutions at a yearly cost of almost $150 million.
New York City's program of affiliation between municipal hospitals
and private institutions is prime example of an effective public/
private partnership in the health field. It was conceived as a partial
solution to the most immediate problem of the municipal hospitals in
the early 1960's. Through this program, today, for example, thle N-ewv
York University School of Medicine, assumes responsibility for certain professional services at Bellevue Hospital and all professional
services at Goldwater Memorial Hospital. As aI result, there are few
hospitals in the United States with finer physician staffs than Bellevue
and Goldwater. The Bellevue house staff totals 550 interns and r-esidents and its visiting staff is comprised of 1,258 physicians. Training
at Bellevue is highly valued by young physicians and only about one
out of 22 applicants for internship and one out of nine residency applicants are accepted. The highly caliber of supervision and training assures
the excellent technical service avail able to patients on the wards and(* in
thle clinics of this hospital.
But the affiliation agreements were not the whole answer. Longstanding problems beset the mu
Icia hospitals and have been inhierited ty the new Health and Hosital's Corp.
Our institutions are still known as the hospitals of last resort-the
clumping grounds of the health care system. Our patients are still
sicker and cost more to care for. Our hospitals have been chronically
underfinanced. Our public hospital system is a captive of poor incentives (and the complexity of existing reim-bursemnent schemes, both publlie and private.
Let me elaborate.
InI the language of our patients, of city officials, and the professional
community th public hospitals are the hospitals of last resort-the
dumping grounds for patients who cannot pay; for the chronically
and incurably ill; for the elderly; for those who have no home; for,
children who have no home-we have raised children until their third
or fourth year of their life. They are called boarder babies in our hios..
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society wishes to hide and to forget. For years
whom
those
pitals-for
the
municipal
hospit
als have been obligated to care for those patients
in whom the pivat0 institutions had no interest or for whom they
were technically una ble to care.
Patients in public hospitals are sicker than the patients in other
hospitals. Generally poorer and less sophisticated in health matters
than the mniddle-cla,, s patient who seeks care in the voluntary sector,
the "public patient" waits longer before seeking care. Fully 75 percent of patients admitted to corporation hospitals are admitted through
emergency rooms, compared to a comparable figure of 10 to 25 percent in voluntary hospitals. Roughly 75 percent of patients on the
wards of our largest hospital have alcoholism as a complicating secondary diagnosis. Our hospitals admit far more victims of serious
traumatic injury than the city's voluntary hospitals. Not only must
public hospitals be prepared at all times to provide all of the special
services that emergency admissions are likely to need, but these hospitals are also forced to receive large numbers of chronically ill and
geriatric patients whom the voluntary hospitals reject. These services
are demanding and expensive.
The municipal hospitals show the ravages of years of underfinancing. In the past, city budgeteers have always regarded the municip al
hospitals as institutions of last resort. They never permitted tax dollars to be invested in these institutions beyond the minimum necessary.
In addition, the public patients were politically impotent compared
to other constituencies. The city hospitals were never the beneficiaries
of the massive~ philanthrophy which built and staffed the great voluntary institutions.
Many have become not only dingy and unattractive, but their most
critical facilities are often inadequate.
Today, Fordhiam Hospital uses direct electrical current while virtually every other building in the city uses alternating current. This
means enormous staff time wasted in searching for outlets and proper
plugs. In the South Bronx, the 346-bed Lincoln Hospital, originally
built as an old age home for runaway slaves, serves as the principal
health facility for 350,000 of our city's neediest citizens. In its tiny
emergency room-the size you would expect to see in a small summer
resort hospital-that emergency room has now become the busiest
in the entire Nation and in that emergency room a single X-ray machine was held together with a piece of tape when I first visited it some
months ago.
Until the passage of medicaid, the municipal hospitals alone among
hospitals were unable to obtain reimbursement for the depreciation of
buildings and equipment as p art of their cost reimbursement. In further discrimination against the public hospital, Hill-Burton funds for
construction flowed to the vountary institutions and to the rural areas.
While voluntary hospitals received larger sums of money for new l)rolects, public institutions were forced to maintain and even upgrade,
facilities within a limited city budget. Recent changes in this learislaton should be most helpful in this regard. Maximum efficiency is impossible in the deteriorated plant which we have in most of the public
'hospitals in our country; expenses for maintaining and running the
obsolete buildings are high. The unattractive and inconvenient work-
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ing environment adds to the difficulty of attracting and retaining key
personnel.
Finally, our public hospitals and the patients who depend on them
are the unintentional victims of current reimbursement methods. The
annual budget of the 'municipal hospital system has always been fixed
through the usual city process. Within that fixed bud get, the institutions have ,provided all their services. If the number of patients cared
for was larger than expected, or if the cost of care for patients increased unexpectedly, the municipal hospitals had no choice but to
a fixed budget even thinner to cover the new demands. Given
spread
te illness of its patients, its obligation to serve all patients, and the
attitude of those who set its budget, the municipal system suffered
financially in a major way.
With the advent of health insurance programs, both public and
private, the municipal hospitals were at a disadvantage in negotiating
reimbursement rates. The cost plus a ppreach favored the voluntary
hospital that could afford to initiate first cl ass programs with all the
trimmings. The municipals continued to provide the same services
with gettechnical competence, but lacking the money to invest in
desirable optional feature's, the municipals could never seek reimbursement for them. Where voluntary hospitals could refuse to provide expensive specialized services forywhichi they might not be fully reim
nursed, the municipals had no choice but to serve aiid suffer the loss.
With the flight of the private physician from the inner city, the city
hospital has been forced to become the major source of primary care
for hundreds of thousands of citizens. Primary care is critical. When
available, it allows early detection and treatment of disease. Preventive medicine can be practiced. Properly done, it can save the patient
and society the cost of trying to repair the damage of neglected disease. For the patients of city hospIs, these services are especially
important.
C ity hospitals were never planned to perform this function. Yet,
they have h1ad no choice but to serve. Without exception they are
penalized by insurance methods, public and private, which favor inpatient over ambulatory treatment miodes. The incentives of existing
insurance programs encourage the hospitalization of patients who
might be treated on an outpatient basis. Reimbursement for outpatient
services and emergency room care is inadequate. The financial disincentives for ambulatory care, even in the face of the growing need to
provide such services, simply must be addressed at the national level.
Most disturbing of all, however, is the snarl of elegibility determination procedures which must be mastered before hospitals can complete the massive paperwork needed for reimbursement. I mentioned
that nearly three-quarters of the patients in our municipal hospitals
are admitted on an, emergency basis. Frightened, disoriented, occasionally acompanied by distraught families, our patients often cannot
prove their eligibility for coverage through the mnaze of paperwork
and questions that confront them, and yet wve never turn them away;
because this commitment to treat all who require medical care, regardless of the likelihood of remuneration, which has been characteristic of
the public hospital, serves-under existing reimbursement procedures-to penalize city hospitals. The very patients for whom medicare
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and medicaid were intended to provide become a fiscal liability to the
hospitals serving them, particularly the public hospitals.
Any program that further fragments America's patient population
on the basis of categorical eligibility will be intolerable. Any programi
that does niot simplify the qualificationof patients f or health i 1istiraiCe.
coverage and does not ease the administrative burden of claiming for
reimbursement will compromise the public hospital even further.
Faced with these andl other awesome problems of health care in
the city of New York, the Commission on the Delivery of Personal
Health Services in New York City, chaired by Gerald Piel, recommended the establishment of a public benefit corporation to assume responsibility for all the direct personal health services- provided directly by city agencies. After extensive public debate, the Legislature
of the State of New York legislated the establishment of such at conporation, the New York City Health and Hospitals Corp. The enabling legislation mandates the corporation to deliver "high quality,
digifiled and comprehensive care and treatment for the ill and infirm,
particularly those who can least afford such services." The corporation
assumed operational responsibility for the city's municipal ospitals-the largest'non-Federal health organization in the Nation-oh
July 1, 1970. The corporation is responsible to a 16-member board of
directors. It is subject to the health policies of the city of New York,
but is free from the detailed operational review of the city's admin-.
istrative agencies.
The corporation has begun the long uphill haul to improve the efficiency, the responsiveness and the accountability of an antiquated but
absolutely indispensable system.
One of the most important. accomplishments of the corporation to
date has been the establishment of the principle of profit sharing.
Now it is necessary to understand what that means. In the past,
moneys collected from third party payors for health care provided
in the municipal hospitals became part of general city revenues. The
department of hospitals' fixed budget was little affected by the rate
or success of collection. The corporations contended that if better managyement techniques improved its collections effort to the extent that
revenues exceeded i ts approved annual budget, then these excess funds
should be available to the corporation to invest in making much
needed improvements in its program and facilities-to be a source
of that front-end money that we know is so hard to find to improve
health services facilities.
Some argued that any revenue in excess of the approved. budget
should return to the city for other purposes. A compromise was
eventually reached which allows the corporation to keep roughly half
of any such excess revenue for improvement of its own services.
Although the collection realities this year will probably not permit
the corporation the chance to take adva ntage of this arrangement,
this precedent provides for the first time the possibility of breaking
out of the downward economic spiral that has afflicted New York's
m1-unicipal hospitals and begin to introduce into the system incentives
that did not exist before.
'With the development this year of the first program budget for the
municipal hospitals, the corporation has begun the process of pro-
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oram
j)Iamiing and bud~getinlg, so well-known in the Federal System, a
kewystone of modern management. The corporation's recogitioo
the importance of amibulatory services is reflected in the niew budget
irequnest, of a 52 percent increase in this area.
Senator Ktxxl~nrY. Dr. English, I want to try to refrain from interrupting, but this corporation-could you just, elaborate a little bit.
re these, thep Federal -funds which are omn1c
about this?
within the, city's budIget, and then dividedd under this corporation?
Do I understand it? Could you elaborate a little bit as to where
these funds are coming from, and what, you mean by thep provision
of 50 percent?
Dr. E-NGLsii Yes Sir. It would be a, pleasure to elaborate on that
a bit.
Our expense budget, this year is roughly $6,00 million for the operation of the 18 hospitals and other hevalth resources in the city for which
we are responsible. ITfif of that budget, about $300 million. comes from
insurance methods, medicare, medicaid, Blue Cross, andl other third
party payment mechanisms; and half of that budget roughly has to
come froin the city of New York as a direct tax levy subsidy, because
of the inadequacy of all of the insurance mechianisms, public and
private. covering our Ipatient clientele.
Nowq one of the problems with that half which comes from insuranice is the incredible problem in a hospital system such as ours in
collecting that money. The eligibility determ-inations, for example,
or medicaid and the adminis.tratfive polm-results in our not always to collecting what in-service, we give.
We wNantedl to build in under the auspices of the new Corporation
incentives at the hospital level to try to improve that, collection process. Despite the problems of it, we thought that if the collections
effort brought in more than was estimated by the city of New York,
then we ought to have to share that, excess collection with our hospitals.
We have won that priincip~le under the auspices of the new Corporation. It is but a piniciple. There is no chance we are going to have the
opportunity to apply it in our first, year. But in a few years we could,
aind this could be a. source of front-end money for us.
Senator KEND.I
suippose a strong case could be made. that youl
ought to be, entitled to the fullI amount. I mean, if this money is coming
tinder medicare and medicaid and you are entitled to thie certain
percentage which you mentioned-50 percent of the surplus funds
(hiat go in-where does the other 50 percent, go?
Dr. ENGLIsHa. The other 50 percent would go back to the city of New
York.
Senator KENNEDY. Are not these funds supposedly for the repayment of medicare and medicaid?
Dr. ENGLISH. No. These are funds that the city has to provide because of the inadequacy of all of those forms of payment. I think, obviously, we would have preferred to be able to keep all of that money,
lbit the major problem is the extent to which the cities of our country,
which are in great fiscal crisis, have to subsidize health carm because of
the inadequacy of the public and private mechanisms set up to finance
that care. That is the argument.
59-661-71-pt. 3-7
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Senator KENNE.DY. So, as you are able to recover some of these funds
that you are entitled to under medicare by this other corporation, that
would reduce the total amount that is supplied by the city?
Dr. ENGLISH. As a subsidy.
Senator KENNEDY. And you have been able to achieve from them
indication that you would receive half of that surplus in any event; is
that right? Are the other funds used for health matters in the city, or
have they just gone back to firemen and police?
Dr. ENGLISH. The more successful we are in collecting medicaid
money, the more it costs the city in another kind of way because the
city has to match the medicaid money.
Senator JAvITs. In other 1words- -if the Chair will allow mne-Dr.
English, the New York corporate form is a form which helps with a
lot of paperwork and bureaucracy and gives a profile of the municipal
hospital operations because of its autonomous character which is clearly
financial and service, but reall-y aside from those changes, there is no
advantage that you get out of being a corporation?
Dr. ENGLISH. That is correct, sir.-We inherit the same financial problems and this principle would not come into operation for a number of
years anid is the first, way we have of beginning to break, through these
chronic financial difficulties.
Senator JAvITS. One other question while the Chair lets me have a
chance with you. Have you borrowed any money yet?
Dr. ENGLISH. Yes, sir. The city is borrowing money against what
they hope we will collect to maintain our cash flow and to keep us fluid
as we go into operation.
Senator JAVITS. You, as a corporation?
Dr. ENGLISH. No, sir.
Senator JAvITs. Is it authorized to borrow money?
Dr. ENGLISH. Yes, sir; it is, by the law.
Senator JAVITS. So conceivably, that would yet be an additioiiai
asset. You might go into modernization and so forth and be self fin-anced and that may help you with your overall financial difficulty?
Dr. ENGLISH. That Is correct. We can float bonds.
Senator JAVITS. Thank you, Mr. Chairman.
IDr. ENGLIShT. Well, to conclude, Seniator there are other examples
of management improvement that we will be able to make with the
relative freedom of redtape that we bave, but I think we should point
out that the success of all of these efforts depends ultimately on the
response this Nation makes to the larger issue of national support of
health care service and education.
New plans for health care financing must provide incentives for
reducing hospital utilization and controlling cost without penalizing
the public hospital.
.Less expensive forms of care, principally, ambulatory and preventive care, must be encouraged through financial incentives.
The complexity of categorical patient eligibility and the process of
determining eligibility must be Simplified.
Medical research and medical education must receive adequate and
explicit support if we are not to lose the hard-won ground we have
gained in the past 20 years.
No plans developed for the financing of health services should force
the hospital to deal with the crushing administrative burden of the co .
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insurance approach. The administrative expense and difficulty inlvolved in coinsurance mechanisms is simply. destructive-neither the
patient, nor the institution benefits from this pennywise and pound.
fool ish device.
Mr. Chairman, I would Just like to say that thie public hospital iii
New York and inl the Nationi has been and canl continue to be a critical part of the American health enterprise that, is trying to confront
and hielp with this crisis inl health eare, but it now needs and will contiue to need thle help, understanding anld support of this commil-ittee.
We appreciate this opportunity to speak anid brig to you somie of
fihese, problems, and we will be happjy to try to answer any questions
you have.
Senator KENNED.iy Th'lank you very inueh. Drm. En'tglishi. You have
I think docuilentedl cotiletely tlie extraordinary achliemnemits o
health that ha,1ve been achieved inl thle New Yorkc City arieat uimd jpoillted
out sollie of its extraordinary- assets ats well ats enlormlouls pm'oblemnMs.
I1Suppose this Iorinlg whenl m1any of uis we re onl ourl way to work
oi. watchling television shows, we hevard that Newv York City wvas going
to lay off 0,000 teachers i, it periodic of at few weeks. This iinus to dramia-

tize ats compellinlgly ats anlytinlg thle extriaordinlary finail) p)ilit thlat
New York City andl many of thle other major cities thiroutghiot the
Country are inl.

Canl we expect anyting like this to Nilppon within thle pilhic
hospill sys8tell? Are your )iudgetary m'strabits so severe ltt we are
(liel'
am

of e1,ithier redttionl oh1SPITICQ5 Or' per1oiIl(l b(W11iIse of' hldg-

Dr1. E~ousiu1. Senator, the quality of dlesp~eration and thle growing
feeling of despairr inl ourl city is at remark1.1able thliig. Bu1t, I can't tell y'oil

what thle im-lpact hals beenl of tho-se headtlinles fta We saw last idght
WI) hi 'fet the( fiscii I crisis inl oi r .1
ciy illi(hlationl.
It is conceivable, Mr'. Chiairmanii thait those kdind of 1)Iobleilns could

aflect us inl at rjor,way in our hospitals.
At the moment the major p robl em that we face inl the public hospital is that we may not be able to collect because of the probleins in
dealing with the complexities of getting medicaid money, for example, into the public hospital.
Thle comnlptm'olle. of thle city of New York estimalltedl this weekc that
we mlay run11 $10 million sjom;t 01! whalt. wa11s pio0jeted ats being ourl
budget from third party payments. It coul d be more thla thlat.
Senator KENNEDY. Is9 this because of the reduction in personnel in
the corporation as at collecting mechanism or what?
Dr. TNGLTsi. It is because it took roughly a thousand people to han.
dl ethe paperwork involved. We lost 500 as a new corporation, of tile
people that used to do this.
We had to emlloy niew~ people and train itn.
Tfile sy'st(nli itself
with everythIing oper-atinig ideally is it problem. But, thie I)r'ollenmls of
the new Corporation aittemlpting to (level op new1% pi'oce~ures tliat work
inl this area, are very great. The(-y will continue to be gr-eat, I think, -for

our-first couple of years of life.

SeniatorICKENNEDY. What Canl you say about the future of the public
hospitals in this country if we continue to move in the direction we

areO (311currtly moving in?
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Dr. ENGLISH. I think there is a striking difference in this idea as
we begin this decade and contrasted with the start of the 1960's. In
the 1960's the xnunicipal hospital wits in such des pirate straits, the affiliation progmain was begun where medical schools and voluntary
hospitals came to its aid.
Now, the voluntary hospitals and medical schools of our city are
in such desperate straits that their dependency on us is almost as great.
I think what is clear for all of us in New York is that unless the
insurance mechanisms, public and private, for- the support of health
care improve, we are all in danger of goig u~nder. When they are
improved wvhethier all institution is public or private, may be an accident of geography.
*It so happens thaft in the South Bronx the only one hospital there
is at public hospital. If the progress made inl financing health care improves I would guess that when the new Lincoln Hospital is complete
it would be hard to tell it f roml a Voliuntairy hospital.
We would holpe in the northern part of the Bronx voluntary hos-

pitals would be caring for the public patient because the flnancial incontives would encourage that and you would begin to see the end
of two classes of care.

Senator JAVITS. Would you mind one question, Mr. Chairman?
Sonatni' i.,NN1,,i)y. Fine.
Svniator .1li''
ol id1 t h1t, inivolvye. I )octoi'q ii gieatt i1thoiial izItion of the health care del ivory problems which both Senator Kennedy's
bill and myv bill, and even the iAclminist-ration's bill, is seeking as it comnmton objecdive.
We 0l feel there must be sonic bugs in this delivery of health service that makes it so expensive. So what yuare saying now would represent an element of rationalization of delivery of health service.
I)r' NI.
Senator, I think wve welcomec anything that would
encolirage that kindly of iat ionali'zation. The only wray you legislative
nmdatev of our corporation, high quality comprehensive care to all
Newv Yorkers in need, is through regional Planning of health care;

on a borough basis, for exampIle.
You have to get the public and private purveyors, together with the
People ill thle medical schools and voutr
si ars to plan wcel
frthe needs of a borough.
vlnayns
I think we will see, tis encouraging movement inl New Yor~k; real
regional cooperation in providing those services. I think anything in
the legislation this committee works for which encourages this developluenit will help us greatly.

Senator

JAVLTS.

Thanty you.

Senator KuNNEMY. What can you say about the reorganization of
,delivery financing as a means of alleviating the crisis? Is it a question
of additional f unds from any additional source, or are you convinced
there will have to be reorganization of the delivery and financing
servicesI
Dr. ENGLISH. Yes, sir; I think the first thing that I would want to
suggest is that we can't afford gradualism in providing to people in
this country, coverage, for something as important to them as health
care.
It is important to them because without good health they can't work.
I think the time has come when we must begin to develop a financial
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structure to support in this country the care needed, not just for the
very Pool, but for the middle income people who in our city have this
There is no question that the public consensus for this is develo ping,
andl the. coverage of our population should 1)e a major consideration
in health insuranre legislation.
No. 2, 1 think the range of benefits that is provided should be
comprehensive. We have to see insurance programs develop which
compensate uts for ambulatory care, for efforts we want to try to keep
peQople out of the hospital.
As yoi ]Know, both public and private mechanisms for supporting
care at this time do not provide that kind of support.
Thle, third thing I think these insurance mechanisms should do is to
prlovide the resource development, that Senator Javits was Specaking
of. to help in the funds reorganization of the delivery of health care.
We are not going to do anything about the historic shift in our city
where in 1948 the patient-doctor ratio was 1 to 500, and where most of
those doctors were general practitioners as contrasted to a situation
today where that ratio has gone to 1 to 10,000 and many more are
Specialists.
I think any insurance program should provide a resource development fund which permits the capital to invest in the new ways of
del ivering care that compensate for the loss of the primary physician.
Fourth and finally, I would say that it has to happen quickly because the present- mnechanismns are so inadequate that they are adding
in aigeneral way to the fiscal crisis of our cities.
Senator KENNEDY. WYell, you said at good deal on thatt.
Senator .Javits?
Senator JAV[TS. Just, one question and I thank the Chair. As T am
the ranking lnem11)e r of thle whole (.0111)liittee, I halve to go to the Eclu11cation Subcommittee hearings, but T want f rom Dr. English, responses
to certainly areas of concern.
Tfhe. administration's bill speaks of health maintenance organizations: Senator Kennedy's bill, as youi said, seeks to rationalize health
care. So does inine. What do you see as thie most promising avenue for
the, development of preventive health care?
Of course, we all have the social security financing principle. The
administration does not, hut Senator Kennedy and I do in our bills,
and I believe in it.
Now you said, I think, befo,, T caine that you have tie-inis for examnple within what is in effect Certain health maintenance plans. Give
us if you would your expertise onl that.
Also, we are contemplating the financing of a great expansion of
group practice units. You might give uts your views on that.
Further, I notice you said in the course of your speech~ that you are
not very partial to these coinsurance or deductible features which is a
big argument in Congress.
It is so seductive to Senators who are very well meaning and want
to go with us, to think that yo
1wlcut down on excess use and mlalingering an
ayote hns if you have deductibles and coinsurance, and of course that's the basIs of the administration's plan.
Now tell us what you can about it, and please don't be long because I don't want to intrude on the time of the Chair and my
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,colleagues. Tell us briefly what you feel you can tell uts. And would you
'be kind enough to submit any supporting work f rom your experience
which would be added to your reply.
Dr. ENGLIsh. I would welcome that opportunity and with that in
mind let me be very brief.
The health maintenance organization in principle is very fine but
having b~een involved with establishment of neighborhood health centers which have many of the same goals I question the small investmenit being offered by the Federal Government to start them.
In relationship to co-insurance, our experience in New York would
indicate that it presents a barrier to care and an administrative
nioditmare.
SiLr. Brady suggested that what is involved in this is a middle class
value. I would like to have Mr. Brady submit for the record our present experience with the bill that the State legislature put in, you
know, that affects our Medicaid payments right now by having people
contribute, and the incredible administrative problems and difficulties
we are having in having it not keep people away from where the one
medical resource in our town that we want open to everyone.
Mr. BRADY. I will be glad to elaborate on that.
Senator JAVITS. Fine.
Mr. BRADY. Well, in the Newv Yor'k State Legislature last year they
put coinsurance on the Medicaid provision for ambulatory care, 20
-Percent. Now, in the hospital system we had always up through the
-advent of Medicaid, we hiave treated the ambulatory care plan for
When Medicaid came into existence if the individual did not have a
Medicaid card under the regulations we were required to impose a
charge on this individual or we would lose our Medicaid reinmbursement.
Over about a period of 6 months battling back and forth we finally
were given the option of a sliding scatle, andl tlhe sliding scatle runs now
from $2 a visit to $32 a visit which is the cost of the visit approved by
the State Health Department.
In imposing the 20 percent coinsurance we were faced with a situation of charging the Medicaid patient $6.40 while we were only
charging the self--pay whose income was just above the Medicaid eligible, $2.
In effect, what we had to do was to bring the Medicaid coinsurance
charge down to $2 and we had to then eat the $4.40. Eventually the
city of New York eats the $4.40 and of course the taxpayer of the
city of New York has to eat it.
This is what happens with coinsurance.
Now as far as the administrative mechanism is concerned with the
advent of Medicaid and the imposition of charges it was necessary for
us to go out into the market and hire 500 people to man the health
patient departments at a cost of approximately $3 million and then
sent out every time the patients came in, send out a bill in the form of
three followvup bills in order to collect the fee which was anywhere
from $2 to $32.
The bulk of the fees were $2. Now it doesn't make any sense administratively to have three follow ups on a $2 bill. No one is in business
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and does things like that. Yet this is the kind of thing that all of these
mechanisms impose upon the hospitals so that the dollars go into administrative expense rather than into the health care that is supplied
the patient.

Senator JAVITS. Thank you very much. I gather, though, that it

does bring about a diminuation in use of health care facilities and
personnel, and you say, Dr. English, that the diminuation in use is not
socially desirab e. I emphasize the word, "not."
Dr. ENGLISH.

That's correct, Senator.

Senator JAVITS. You don't find abuse of use?
Dr. ENGLISH. I think the problem with the patients that we are
concerned with in the public hospital system is not that bad. The
problem of the patients that we are concerned with in the public hossy7stemy is at very different onie anid not misuse of overutilhzation.
Pita]
When you start a neighborhood health center, for example, in the
vicinity of one of our, hospitals, this setting of care surfaces a people
who have not been receiving any health care. That has been the experiene throughout the country. That may not be true of the hospital
utilization at large but of the population that we arc"concerned with.
We don't want to see anything that discourages proper utilization.
Senator JAvITS. Thanik you very much.
Thank you very much, Mr. Chairman. You are very gracious.
Senator KENNEDY. You were just talking in response to Senator
OTavits about the fact that deductibles really don't work effectively in
terms of the kinds of people that you see. r thinkyour testimony was
that 75 percent are admitted on the emergency level in any event and
that the dledluctible has little utility for people in the lower economic
bracket who would attend your hospital.
What would you say about middle income people? Does it work any
more effectively with middle income people?
Dr. ENGLIsir. I think, Senator, that that approach is more applicable perhaps to middle-class people. However, if health care, were
organized as I think it should be in this country we would not want
to discourage them either f romn good health care. There are better
ways to discourage abuse.
Senator KENNEDY. In your prepared statement you indicate that
no plans developed for the financing of health services should force
the hospital to deal with the crushing administrative burden of
coinsurance. The administrative expenses and difficulty involved in
coisurance mechanism is simply destructive; neither the patient 'nor
tim institution benefits from this penny-wise, pound-foolish method.
I would be interested to know if you could submit for the record
what administrative costs relate to coinsurance, including the paperwork and programs involved. As you mentioned earlier, it seems
enormous.
I think it would be useful for us to get some kind of information,
comment, or statistics f romn you onl that.
Dr. ENGLISIL Senator, we would be happy to do that. I would like
your permission to submit some- studies also done that not only reflect
our ex perience in the mnunici pal hlospitals but in addition, the experienice of a voluntary hospital ill Newiv York State which showed the
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administrative colllllexity of trying to impllemlent the proo-1iani1

is

11Ore costly thman reveniles from11if
Senator IRENN-iDjy. It appears, as you p)ointed ouit, that the adili-

istration of these programs is almost a nightmare, andl one of the
features that (listr-esses ine about thle admunuist rations app-oaelh is that
1)1oPraits
it conitinuies dledluctib~les anid coinunlIralce. It has di tfeut
for different ecolinic grioupings within) o1h1 society. and~ it woh01l1l
appear, in atteinptin&g to lay it side by side with you1r1 commen10ts oil
admninistr-ative p~roblemns, thiat it is really almost niore of thme same or.

com11pounding the kin11(1 of 1)rolblellms that youl mre tacirig. at this tnulie.
D~r. ENcaLvii. Mri. Chiairmniau. it would be no exago'eration to say
that I have, had to spend, as the, president of this iOnw corporation,
easily five times the amount of time that I hiad thought I would have
to just dealing with the management nightmare that bringing in
that revenue from the present third-party lpaymient system involves.
I would like Mr. King, whlo actually runs ne of our hospitals, the
Bronx Mlunicipal Hospital, to give yon some idea of what that- administrative complexity is.
Mll. KING. Well, to begin wihsnc most four
painsare not
admitted as elected patients, that is we don't know when they will
arrive and the determination to admit occurs after their exainiation
in tie. emergency room, there is no opportunity to (10 any advance
planing for the patient in financial terms or in. social terms. After
his arrival and his admission to the unit which we do not allow anything to interfere with direct access to care, it becomes necessary for
a health care investigator to visit the patient and there is often a 'large
problem involved.
The patient may not have the ready available records, the financial
records which are required. THis Blue Cross number may not be available if hie has one. And his medicare number, if he has one. Or.
medicaid number, if hie has one.
These require a back and forth thing which literally defies imnagination except in some of the longer cases you find[ your administrative
costs are well beyond your returns for the financial investigation.
F inally, when this i's completed and the patient is discharged and
the diagnosis and methods of treatment are added to the eligibility
forms, it disappears into a maze and it comes back often years later
either for a number that was left off or because the patient has now
moved and we cannot track the information again.
You do have that with a hily
mobile 'population and it is impossible to do any planning which relates income to your expenses.
When you add to this the impossibility of the number of plans
which exist and the fact that the coinsurance feature almost defeats
you beforehand and you have an equally impossible situation for
ambulatory care, it is a 'real problem.
Many of our patients that travel a great distance to at hospital do
so simply. because they have to find a hospital that will accept them.
The municipals must accept everybody you must remember. That is
part of our mission. By the time they have gotten to the hospital they
may have exhausted any funds that they have to pay coinsuirance,
ana therefore it gets ignored more often than not.
You simply A7 not hold a patient up because hie doesn't have the
money with him to pay his coinsurance side.
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As I said, on the inpatient side there is also a large group of patients, possibly up to 30 percent, for whom no insurance miehainisir
exists and you work out with such patients as are willing to a plan
for paying of the hospital bill which often extend~s years into the patient's f uture and there is no other source for payment.
It becomes obvious very shortly that that sort of income disappears
ats soon as the patient moves or when other illnesses compound the
first one.
Senator KENNEDY. As introduced in S. 3, we have tried to go about
the funding or the financing in a different way to provide a national
collection systemi made up of both general tax revenues and a progressive system of payment by emp)loyers and employees.
S. 3 provides for prebudgetary consideration for the coverage of
health benefits and eliminates the deductibles, the coinsurance and
other achriinistratie features, which you pointed out are administrative nightmares.
I ami wondering whether yopu feel that such elimination could Ipelhaps avoid many of the adlnlinistrative problems that you are facing
at this time?
D~r. ENcJTSl. Senator, we lookc forward to the day when soniethiing
like that-like what is contained in the principles of the bill you are
proposing may help us in New York City.
Trhe interesting thing is I am not. sure that we would really spend
that much more thian the $4 billion we are now spending in the public
and private sector of health care in New York City if that bill were
to come into effect.
I am not at all sure. New York has been a very generous State and
a xrery generous city in terms of its expenditures for health care, but
there is no question that more money should go for health care and
less for administration.
The administrative costs within our corporation alone, if something
likce that were to occur, could be substantially reduced-but even more
Iitiqporttnt,
the adnmimistnati ye nighitinai'e thait sickc patients and their
families are put through because of the way the present system works
wvouldl bo simplified.
Another advantage would be the investment fund which would
provide uts from the financing moneys resources we need for investmnenti new setig of care, for the training of new apwr
n
for other kinds of things needed to better organize our capacity to
deliver care. That is what we would find most attractive about it.
Senator KENNED~Y. Let me just ask a final question, and then we will
go to Senator Dominick.
What sort of cost control exists within your affiliations now? What
kind of assurances can you give to us that even with the present system, or even if we pump more resources into the current system, that
there is any opportunity for any kind of cost control?
D~r. EN-GcMmi. The0 pligh~t Of the municipal 11osIittals, when1 thlat program was begun, Senator, was such that those contracts in effect
represented lump stu-n payments. Dramatic improvement occurred in
the Municipal hospitals at. the time the program was begun and we
see the evidence today of the wisdom of developing that program.
What we want to do in the 1970's now is to strengthen this program
by improving program direction and fiscal accountability.
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Senator KENNEDY. So the idea of a. prebudget allocation of resources b 'y the city has been useful and helpful to you in terms of
streamlining the system to some extent?
Dr. ENGLIS11. Yes, sir, I would say that.
Also I would let Mr. King speak to that where there was anl area
involved of similar nature.
Mr. KING. In its most valuable terms, what the affiliation agreements have (lone is to bring medicine back into the municipal system.
Although staffed by voluntary physicians, there were fewer numbers,
rarely anl Englishi-speaking house staff available in the municipal
hospitals.
The pattern that developed was to provide professional services
through affiliates with staff that were assigned onl almost a full-time or
half-time basis to the individual hospital. This enabled the hospitals
to develop adequate teaching programs and by teaching programs I
mean largely house staff an it is understood and accepted that you
do not get the best level of medical care without teaching programs
for house staff, and this is what has happened in municipals-.
In more recent years there has been anl effort suggested by Dr.
English~ to amalgamate what had been two separate budgets to one
bud-get for each hospital. So that the plans which the corporation
hans made include and consist of, in part, the affiliates direction in prov iding professional care.
It icn work and provide probably better integrated care than the
voluntary hospitals are able to with their more disparate interests
and directions.
Senator KENwNEDY. Some of these funds that come through this
affiliation agreement through the hospital system actually go to support the medical students and medical education in these medical
schools; is that right?
Dr. ENGLISH. In many ways these funds have become an increasing
support to the institution which is trying to help us out. I am glad to
have an opportunity to bring that ouit, Senator, because if you look
at those institutions today in New York and see what is happening
to them-particularly over the last, coul)le

of

years with the cutbacks

in NIH support, cutbacks in terms of other kinds of Federal support,
the kinds of services that were-that they were able to give in our
hospitals free of charge, is becoming less and less.
As a matter of fact, we are not only going to have to try to develop
resources from other sources than N1fl- and other traditional sources
to keep their efforts going in our hospitals. but they are looking to u's
for support of other things. Like the training and research activities
which are important to the quality of care given in our hospitals.
I would say as you look down the future of that relationship, -the
voluntaries and medical schools are going to become much more dependent onl us if what is happening to traditional sources, of their
activity continues to happen.
Senator KENNEDY. Do you think if you were able to categorize it,
it would be alleviated significantly by anl increased capitation grant,
or do you think that the problem is much more severe than that in
terms of medical assistance?
Dr. ENGLmsi-. Senator, I think that is going to help. But if you
understand their problems it is not going to make at significant dent
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in the whole host of financial problems wNNhich they are facing which
are bringing many institutions in our city to desperation.
Great institutions in our city are facing dIeficits for the first time
and private philanthropy is havinga increasing difficulty making up
the gap.
We have voluntary hospitals in our city threatening to (lose t heir
out-patient departments.
You know the implication of that for its. The public hio-pital systems where we now handle four to five times the load we were ever
intended to take on cannot carry that extra, burden.
Senator KENNiEDiY. Senator Dominick?
Senator Do-AtNici. IDr. English, I was very interested in your testimony and, as Ttold you before the hearing,, I have hafd some experience
with at least the voluntary hospitals in New York lwiving been board
chairman of the finance committee of the Roosevelt Hospital and also
my brother having been onl it. Also having been operated onl there
twice myself in the same hospital, and one of the concerns even as early
as that-and I ami talking in terms of almost- 40 years ago-wats the
financial crisis of hospitals.
So the financial crisis of hospitals is not new. It, may be incren ing,1
but it certainly is not new. It has been going on forl ai long jpericd of
time.
Now,. is it not true that under the law of the State of New Yoikor maybe it is an ordinance of the city of New York-that any emergency case which occurs is required to be brought to the public
hiospitql ?
Dr. ENomiSH. If that was the case, I don't know, I don't believe it
is at the present time, Senator.
Senator DOAMINI-'C. If youl have an automobile accident and mn ambulance, comes along, are'they not required to take the person to the
nearest, public hospital?
Dr. ENGTA.Si. No, Sirl.
Senator DOMijNIC. Isn't it true now that they are so requii-d if
the patient does not otherwise specify?
Dr. ENGLomsh. No, sill. We operate the ambulance system for the entire city and I am aware of no such constraints on us.
Senator DoMfINII. That is part of the affiliation agreement now, so
that any person who has anl emergency canl be taken to the nearest
hospital?
])r. Exomsil. It is a, part of the-not just of the affiliation wereement, but at part of another series of contracts that we have worked out
with the voluntary hospitals of New York by which they both oper-ate
for uts ambulances and their emergency rooms are helpful. when they
are more available than for example a nearby municipal hospital
would be.
Senator DOMINiCK. That is encouraging because I remember i the
old days that most of the patients that were emergency cases of any
kind were required to be brought to Bellevue Hospital.

Dr. ENGLsIh. Yes, sir.

Senator IDomiNiO . A lot of interns and residents took their residency and their internship there beca use of the variety of emergency
cases which they received.
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Now., it is my understandings, from your test inony that you feeVl
that B~ellevue 110s 1 )itfll is now in excellent shape insofar as the quality of medical care is concerned?
Dri. ENuisr Well, T ain glad~ that- you mentioned Bellevue, Senator, becuiuise it, is onle of tile two hospitals where we don't yet have ain
affil iat ion jprogr]aiil. We are going to have to developp o1W. Federal suplport whiich, the New York U~niversity Medlical Schiool received in the
past enabled t heni to give, free (care at tlie Ikilevite Hospital, and very
ie care 1 might add.
Thley a'

un
mder suich financial straits right now because of the cut -

backs in health, largely at the Federal level, that, they have come to
11s -ind said thiat i r we (don't,(develop an affiliation contract, there will
be substantial cutbacks in service at the B~ellevue. That is the nature
of the crisis. It is the same, at Kings County Hospital, our largest hosp~ital in Brooklyni.
Senator DoirINrCIK. I am not questioning this ait aill as to the pressures thaqt tire onl these hospitals, but ii) your statement, you specifically
referred to the Iliysician staffs ait Bell'evue H-ospital and Goldwater

Memorial IHospital, anid the professional services which are available
to patients tlier('. So I wvou 1( assume fromi that that youl are piicinig
thles- oi it .)s two NNvliicli an, (loitig aIgroodl jOl) inl lprovidi ug carelq forpat ieiits at that hospital.
Dr. ENoLmsTi. Yes. And the only thing that I was trying to suggest
in the last context is hlow at Bellevue our financial support of that,
effort is going to hatve to he increased this year because of the circumstances I w~as describing.
Senator Do-%riNxciK. Now, the demand for health care has gone uip
considerably in the, past 10 years, anid ]'think we all know that. Ts that
reflected in your experience in New York?
TDr. E-c\-omsir. Yes, sir- and I tlhik if you look ait the servi ces we are

being asked to give in the p~ulic system, you can see that. For example.
to tlciy
le is $11 million more
in the bud 'iet w ielwepoetd
in that budget, Just for what wve anticipate to be increased workload.
So, I think this does reflect the increase in demandd that is occurring
in health care.
Senator 1)o-,rt,-rci. In your prepared statement, you indicate that
your] budget is fixed after working through the New York City Council and that the resulting problem is that you have to give leaner care,
because of the unexpectedly arrive .alI of patients or unexpected increases
in costs of services, whatever it may Ibe.
N.\ow, it, is my uindeirstancling that, the budget under S. 3, as supplied
Lw thie chairman, would also run into the same problem. IHe also deals
with fixed budgets and fixed amounts to be appropriated prior to the
time thev services being rendered.

Wouldn't you run into the same problem there?
D)r. ENOTL;sir. I don't thiink so, sir-, for two reasons; one, thle fact

tht the a dmiinist ration of the program, I think, would be grossly
simplified comp~aredl to what. we presently face as an administrative
task in the city of New York under the present financing arrangements; at least'in my understanding of that bill, it would not be under
the same constraints as, for example, tax revenue sources of the city
Are at the present timne, which is the major thing fixing our-Ibldget. the
revenue capacity of the city itself,
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Sen1ator' DOMINICK. I call uinderstanrd

that. This is one of the prob-

lemns of the States all the way through, that their resources, tax reve-

11ties, have been shar11ply trimmed by the increase in the F~ederal demands for those same revenues. For that reason, among others, the
genleini revenue shiaringo pi'ogi'am~, I think, is going to be extremely
llelpf ill bo0th to the states and to the munnicipalities.
Let MO, just continue along this line, however. I have some probleml inl anlalyzin~g yourl statement along these lines.
IDo T or dto I not understands~ correctly that if you were able to
iloder-nize your hospital efficiently to provide for ambulatory patients
find out- patient services, that there( would then be available withini the

city of New York enough hospital beds for those people who aire
really re(Iluiredl to be l1ospitahize1?
Dr. ENOLmSm. Yes, Senaittor. Let 1110 try to eXl)lainl What T Was gettinig at there.

[ thinkc if you take a, lookc at. tire number of hospital beds we have
inl New York, you could saiy that we probably have enoughi beds if
We wereV ale to oirgiuize linibiflatory care siificie itly well. But tt the
samie time,, if youl lookc at the conditions of those beds, we have nearly
50,000 pulbli iC111( private hospital beds in New York, bult 80 percent,
of those beds rieed modernization. Not just our hospitals. Thie Roosevelt Hospital, if you look tit its facilities, needs mnodernization as well.
Senator DOMI~NICK. I wits ill tlhere it couple of years ago, and I cani
agree with you, that there is no doubt tlwt mnodlrizationi is needed.
Modernuizationi of lhospitals is one of thle ob 'jectives that thie adininistr'ation. has been pushing for the last couple of years. Yet I have had
p~eole, andl we will get into tis, I hope, at little'bit later, come in aind
ask me whether I have been through tire Murriiicipal IHosp1ital, the
Major one. in Cook County,.Ill., and I have to say that I have, riot
ioeeu through it. Ill their opinions, you can't modernize that hospital.
It is just totally hopeless. Th at you might just as well start over again
with somiethling( new.
Now, inl the last year, inl order to try and p~rovidle Sonme mne(liamusmn11
of docing this which w~old b)e accelttable to ait least at majority of tire
people inl Congriess, we initiated a new p)rograml and it was very (difficlult
to work out. Ig*Uess 2 years ago it was. It was (toile so that public
hospitals could get tax guaranteed loans. Unfortunately, we (lidirt get
-is much seed money as we had hoped out of this. 'Would this type of
aipp)roach be useful to the New York Corpor'ation oir Hosp~italIs?
[R'. ExeiiS71r. We~ll, ITS, Sir'. I think that kind( of approach is irelpfill and the initiative of the State is takenj in that (direction. There; is
only one, concern that I have about it, Senator, as I look at the constrmrctiori comnmiitmeints we have right now, whichrtare prlesently $722
mill ion. That mecans tha t we arme carrmying this year. better thian $:35M
million inl debt service. It mevans that that debt Solrvice, will soonl a-,i
lploac~h $70 mill ion.
It seems to ic that when you look at the debt we aire beginning to
accumulate through the loani guarantee approach, when y~ou take a
look at what the implications of that will have onl cost of patient day.
the only conclusion I would come to is that we may have to go back to
grant programs to meiet the urgent construction needs that some of
our' institutions have. Grant programs that will permit rapid action,
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with thle money that is available and without passing that bill on for
years and years to the oost 01 a hospital (lay.
Senator DOMIIiCK.

Thle feeling we had when we passed that pro-

graini was that it wouldl multiply the amount of funds that would be
inade available as opposed to shortening themi because of the particiltition lby the private sector in taking uip these loans. TPhe grant situationi sounds good, but as you well know the Federal Government is
almost as busted as everyone else is.
Thtis creates quite a problem. The thing that bothers me, and it
does bother me, and that is with the introduction of the newv techniques
that aire available for care, under presenCIt damy technology, that many of
the hospitals find themselves eithiei unwilling or unable to go into
themii. Outpatient care and, ambulatory care are two examples where
at J)CI~() gets out of bed withiin at day after an operation, say a stomach
operition of some kind, and shiortly'thereafter is walking uip and dlown
thie ha,,lls. I remember it wasn't to;o long ago when you were 3 weeks
in thie hospital for something like that.
Whiat hats been the system within thie municipal hospital system
of the city of New Yoi'k?9, am trying to encourage that type of tehnology. -Is that going onl or are patients beinggleld in the hospital
longer- than necessary in order to comply with either insurance prograins or Medicare-Medicid requirements, whatever it may be
Dr. ENaysitS. Yes, sir; there is no question but that people stay in
our' hospitals longer, and it is often because, for example, *they have
go. But I would l ike Mr. King, wvho runs one of our hiosno p'eto
itals, to give you at bet ter, inore immediate -feel for thiat p~rob~lem.
Mr. KINa. InI the simplest terms, Senator, I probably have now
hospitalized in MY most active wing 60 to 100 patients who could be
C~aredl for successfully outside of our hospital. There e are no such
places, however, available to us and in some cases the institutions to
whlom we could admit such patients require evidence of the patients'
eligibility for, reimbursement to them before they will consider accepting the lpatienit in the first place.
Also wve tend to get a more elderly patient and the patient in the
beginning undernourished and In poor- health. Aside from the acute
condition that brings them there. IHI stays Ion ger sunmply because it
takes longer to gret ,him back to a state where lie can be discharged.
In mlany caseshe is in a better environment as a patient than being
at home. The home situation is not available for discharge as it is
for most Voluntary patients and the other kinds of institutions to
whom you could discharge such patients are not available either in
sufficient numbers or frankly are they wvilling to take patients whose
financial eligibility is questionable.
Senator DO-MiNicK. Let ine ask you this question. Under the administration bill as brought up by Senator Kennedy, there is a very
sharp increase in capitatmon grants to medical schools. This, with the
loani forgiveness provision, is hoped to enable us to overcome some
of the maldistribution of health care services around the country.
In your opinion does this loan forgiveness program, if you have had
a chance to study it going to be successful in' providing phyician
for areas where medical care is real no vailable at theo present
time I
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IDr. ENGLISH. Senator, I have not had an opportunity t a study
that. I would prefer to do that before commenting on it in specifics.
I would like to say that I think that one of the tragedies inl our
country is that at a time when young students of the health pr'ofessions have developed a commitment to the poor urban and rural areas
of our country, that wve do not have the resources to develop the new
settings of care that wvouldl permit them to exercise that commitment.
JIf for example we had in New York City the 50 to 60 neighborhood
health centers that were envisioned 5 years airo when that p oram
was under consideration, instead of young physicians being rad icalized
ait the Lincoln Hospital because of their desperation ovei' conditions
of health fom' people being served by that hospital in the south Bronx
todlay, we might have itead of th at 100- year-old h ospital, with its
tiniy emergency. room which is now the busiest in the United States of
Ameica, we might have four or live neighborhood care centers ill the
south Bronix instead.
I can tell you that under the present situationSenator DoxiNqICiC. But let me interrupt right here. One of the
things we are talking about here is the mned for an increased number of
phyicians.
Dr.
EN
Ll. Yes.
Senator Doxxxicit. And nurses, and paramedical personnel.
Dr. ENGLISHI. Yes, sir.
Senator DOMINicK. And also a redistribution of them if we can possibly got it."
Dr. I Nousiz. Right.
Senator DoxiNicx. Now my specific question, which I don't think
you have gotten to yet, is whether you think the increased capitation
support Will[ provide this increase and whether the loan forgiveness
programs in turn will encourage this redistributionI
Dr. ENGLISHX. Sir, I would rather comment on those specifically when
I have had a chance to see them. But in general I can say that it takes
settings of care which don't exist in the country at the present time to
distribute health manpower to the areas where they are needed. It then
takes support for new health manpower development like aides and
family health assistants and others that have worked in those settings
successfully to keep them there.
I have not yret seen anything forthcoming that is going to help us on
the quantitative scale, but we need that help in the South Bronx and
Harlemn and just about every poor Vart of our city.
So I would think that the provisions that you are speaking about
may help. But they are nothing on the scale on the problem that we
face for the redistribution of -health manpower in -New York City
today.
Senator DOMINwIC. All right. Now we had Dr. Schwartz here before us yesterday and his testimony regarding the possibility of computer banks for medical problems was very interesting.
It would be a situation where a doctor could dial by telep hone into
a computer bank and get back information which will entie him to
make diagnosis more cheaply and more accurately with access to information which might not otherwise be available to him.
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There are some problems with it. The right of privacy is one of them.
Another one is the need for standardized computer language in order
to make sure that when you dial in as to symptoms onl appendix, you
don't find someone giving you an answer referring to a tumor, because
it's in the wrong slot in the computer or something to that effect.
Things of this kind are still prolbleniq. Does the mnodernization program which you have been trying to effect in your liospit als eiwolIlpa1ss tlitit type of idea ?
Dr. EOSI.Yes, it dloes, Senlator hult not nearly on) thle setale haift,
T thiink you would like if you were there or, if we hiad resources thiat
we ifled to (illifloy.
For example, we started a computerized elect i'oeardiography progri1il
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inl many of tlie neighblorhioods of New York and N%'hat we hatve to
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colliptlip(It I(ciIliology iI t hs sit nlat ion.,
TIe lre some kinds 0 ofb~'1lem;11 that the computers' t eciiology will
not hel1P.

Senator DomnNicic. You tire tiillciig Ilbouit pi'reiiltive typeo mledicl
'ai'e for examlple, nut 1'tionz, o1'-

Dr. IENaIir. Yes.
Senator i)oMINici. Shots for malaria, and( diphithieiia andl things of
that kcid?
Dr'. ENOTuAsl,. 'he Mind of program thiat, will redw'ee leadl poisoinlg
of cliildi'eii ill 0111 cit ies. ')Theresources available for that kciil(t of effort
ai'le So small. Th'le filet ltat theoy are not part, of a coin pi'ehensive hlealt 11
care program fltat the public hospital could) be 1a515i of. Youi See
unltil we have funds10 t'1111.t("tll be i'esollirco (evelopnllent funlds to beginl
to develop those kilids of, Ililt-11 carei 1111d1 plith't
Iyeivil11ld oii at
Ia r-ge S'Il(' inl 011' ci('es, we(ar li ot' going to b~e able to employ i1101-v
s-ophliiellt('( flchology.

Senator 1)oimNicx. Of course lead poisoning andliat type of thiig,
we are talking about reall y housin~f problem'S aire We 1100 Maniy cas('ss
really are centered atronni t hat ? fThey interrebate, but it is the hou1sinig
that causes the problem?
Dr. Exomsir. That's correct, sir.
Senator 1)oMi~Nrcic. This is one of the reasons of course thait, tile
President has proposed to Congress in his state of the Union mnessalge
thlat we reorganize government. in order to put, us in a situlationl wh~lere
we are talkcig about purposes instead of constituents. It wNouild seen
to mne that maybe thlis is part of the same idea that you ai'e talking
about.

Government should be organized around purposes as opposed to conl-

st'itlents. Where theo purlpose is hlealthi Care 9ll the mnter'rel atedi factors

should comne together under one type of departmental heading.
Do you have any comment on that?
D r. EN61T.TsiT. Well, sir, I think the reorganization of the Fiederal
Government would no doubt be helpful. I must say, thloughl, that hlay-
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inlo lbee'1illnWashingtoin for aI1vlile 1 remieivjhei' sonliethling tihait NNas
said in the department: "Wheni you (don't,have any m1-oney or intend
to spend it, reorganize, reorgantize, reorganize, because it get s everybody excited about it and av-oids the real issue." I ami not sugg-oesting
that that~ is what the ]~resident intends o1' thiat reorganization would
niot hiel i.
But there are some other thmnas wve must take into account for the
quality of desperation in our cities. Within the first 2 months of our
life :is at Corporation the following events occurred, Senator, as I
recall them: we almost had to close one of our most needed hospitals
because of disruptions reflecting the equality of despair in that community in the south Bronx.
We had 400 patients invade the H-arlem Hospital in New York
City because of the demands they were pl acing, on uts for treatment ef forts of that kind. At that time we were spending more in the municipal hospital system in New York for narcotic treatment programs than
the total appropriation of the National Institutes of Mental Health
for such efforts in that particular fiscal year.
I think as wNe try to apply comnIputer technology whether inl Governimeiut or at. the local level, we call t lose sight of more urlgenlt probleiuis
in our cities not onlly ill health care huit inl houisig and nuttrition ahl(l
itsI wellI.
othi).er
We now have aisittnationi that is just putting logs on the fire of social
Irevolutioni.
I offer New York as a good example of that.
Senator DomiNicii. Well, having lived in New York for a number
of years I realize that there are tremendously complex problems. I
don't have any doubt that there are acute problems. There are acute
problems around the country as a whole be it in the cities or the rural
areas.
One of the things that is being done I think by the administration
bill as a whole is to try and make more encompassing program both
to spread the resources, to spread the health care services, and to try
and make them available to more people.
Using not only the Federal budget but also the private sector which
has been so useful in helping the public hospitals in New York City.
Does the United Fund H-os pital Drive, for example, encompass
the municipal hospitals as well as the volunta-ry hospitals in Tew
York, or does the money that comes in f rom that for voluntary hospitals then get transferred under your affiliation program over to
municipals?
sr
ev ntebad
n t
mrl
ee
Dr. ENGLISH. No, srIsevontebadaditprimrlbebeneficiary
thle
be
can
we
deficit
fits the voluntary. But if we face a
and I can assure you that this year we have a chance to. I would like
to say in all fairness to your earlier comment, that the greatest thing
about the President's health message is that we finally hve one froml'
him.
We were promised one last -year, but we didn't get it. It is welcome
because it is about time for the executive branch of Government to p)ay
attention to our problems, Simply because it falls so short of any%
relevance to the health crises in our cities, I don't think we should be
too discouraged.
59-661-71--pt. 3-8
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In hearings like this perhaps we can develop an understanding which
comes closer to the nature of..the problem that we face every day in
New York, and I am sure in other parts of the country as well.
Senator Doi%.uNici. I yield at this time, but I may have a few more
questions later.
Senator KENNEDY. Dr. English, I have some additional questions.
We have some other witnesses we want to hear from, so I'might submit questions in writing to you. I would be very interested in your
reaction about the development of HlMOs, what it takes to develop
an H1MO, how many people you think can service them, where they
can be most effective, and whether you have that type of organization
in New York at the present time. Also, I would like your observations
in terms of what it costs to train the people who would operate an
H1MO.
Finally, I would be interested in the nursing shortage figures. We
have legislation we will have to extend and you have touched on it
briefly here in your comments. There are a number of other bills. But
I would like to submit these questions in writing to you and your
associates and make it a part of the record. Perhaps we could movp
on unless Senator Dominick would like to ask a question.
Senator DomiNICK.- I would like to ask him if there are HMO's in
operation in New York.
Dr. ENGLISIh. We are experimenting with the development of two
such organizations at the present time uidrthe auspices of the corporation. We will be happy to supply to this committee the records
of our experience at, least in developing such an effort in New York.
Senator DoMiiXC]K. Is this a foundation-type underwriting by guarantees of any kind?
Dr. ENGLTIH. It would be developed in association with one or two
of our municipal hospitals with the corporation attempting to get
from the Federal Government the front-end money required to develop
such a program.
Senator DOMINicK. The reason I ask that was in my own State oto
Colorado the medical association itself has in Denver gone into an
11MO under a foundation with prepaid plans guaranteed by an insurance carrier. They ran into difficulty when they tried to contract
with the Civil Service Commission to provide care for Federal
employees.
We found that the rules and regulations said that you had to have
"~successful" experience. You can't have "successful experience" if
are setting up a new one, can you? Furthermore, they also said
you
that no plan would qualify unless the doctors were willing to assume
a risk of loss themselves. And I have a bill in to try and-make some
changes. But the beauty of this particular type arrangement is that
the patient has the right to choose any doctor he wants, and he doesn't
have to go to a preselected group of people, and still find himself with
prepaid, comprehensive medical care.
It seems to me that the major advantages an H1MO has over a socalled "closed-panel" prepaid group practice arrangement is that the
patient's freedom of choice is p reserved.
Dr. ENGLISH. I think in the areas where we are developing this
program the only option that a person has if we won't develop such a
program is to go to the emergency room of one of our hospitals.
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Senator

DOMINICK.

Thank you, Doctor.

Senator KENNED)Y. Thank you very much, Dr. English. You have
been enormously helpful and valuable as always. We are going to
have a number of important health issues before the subcommittee
such as manpower, nurse, training and HMOs. We would like to
feel that we could ask you to come again and testify on some specifics.
You have been enormously hielpf ul in outlining the problems in New
York City and the health crisis generally and we very much appreciate your appearance here as well as Mr. Brady and Mr. King.
So I want to thank you very much for coming.
IDr. ENGLTILh Thank you, Mr. Chairman, it has been a pleasure.
Senator KENNEDY. Senator Percy, we are glad to have you here this
morning. I would like to make a brief comment and then turn the hearing to Senator Percy.
I would like to welcome Dr. James H-aughton, executive director of
the Health and Hospitals Governing Commission of Cook County.
Dri. Haughton's primary area of concern is medical care for the poor,
as his background shows. He has been involved in the public health
service with the New York City Department of Public H-ealth; lie
served there as director of medical care for the indigent and the indigent aged. He has also beeii with the Medical Welfare Administration of the New York City Welfare Department and served simultaneously as executive medical director of the New York City Department of 'Health. He has also been the first deputy of the Commission
of Hospitals, New York City Department of Hospitals and later served
as its president; and was the first deput-y administrator for the New
York City Health Services Administration.
Senator Percy.
Senator PERCY. Mr. Chairman, Senator Dominick, first I would like
to relate for the record a few words from my colleague Senator Stevensonl who regretfully couldn't be here. He wishes to personally welcome
Dr. Haughton.
Senator Stevenson reiterates the experience of Dr. Haughton, and,
specifically in Cook County, lie is responsible for administration of a
budget of more than $110 million for health services for one and a
quarter million indigent citizens. He is responsible for Cook County
Hospital-largest acute care hospital in the world and several other
areas. For his entire life he has devoted himself to the issue to which
this committee is so interested, quality health care for all Americans.
As Senator Stevenson indicates lie is very happy to welcome Dr.
1-aughton to this committee.
On behalf of myself I would also like to put my statement in the
record.
Dr. Haughton has a superb record as an administrationnpersonality. He has taught at the university, Columbia Universityo, Yale University, and the University of Michigan. In his last position of first
deputy administrator of the New York City Health Services Administration he did excellent work before transferring to the Chicago
area to be the executive director of the Health and Hospitals Governing Commission of Cook County
H
sjob in Cook County is a monumental one. The Cook County
Hospital is a 1,600 bed public facility serving primarily the medically
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indigent of Chicago although it does have an excellent trauma and]
burn center. Cook County H-ospital is the vastly known medical center
in need of medical attention. It has been plagued by annual financial
deficits and declining ability to attract qualified staff (doctors, specialists, andl interns. Chicago is a place that has experienced a shameful
lack of unified coordinated action to brings about a comprehensive
health delivery system. Partially through Dr. Houghton's current
efforts this situation is gradually changing. He is presently organizing
area hospitals for development of a network of neighborhood health
centers for sharing the responsibility for treating the medically
indigent.
I am confident that hie is going to bring this committee some very
valuable and excellent insight.
I would like to just add those personal comments, and also, I have
been very much interested in Cook~ County Hospital and in the problems of delivering health services to our low income people. I would
simply describe Cook County H-ospital and the conditions that have
surrounded it for many years, as absolutely shameful.
I have made three of four visits to the hospital at various hours of
the day and night in the company sometimes with my wife. Sometimes
announced. Sometimes not announced ahead of time.
I can only say that it reminds me of an old county home, and conditions that are just unacceptable. Also transportation is a grave situation. It may take as long as 2 to 2 / hours for you to get there for
many of these people. If you are ill and have to get there by taxicab
it may take $3 or $4 to get there. When you arrive there-and there
have been occasions of this-on some occasions you arrive at the hiospital when the doors are closed for other than extreme emergency
cases. They were so overcrowded they had no beds available except
for extreme emergency cases.
If you arrive on a~Monday morning you are just apt to wait 6 or 7
hours just sitting there waiting with no one approaching you that
can handle your case and then frequently you are rejected because
you are not quite sick enough and in fact three-fourthis of the people
that come there are rejected because they are not bed cases.
It is certainly a situation where their reason for being there is solely
for handling many, many types of illnesses and certainly leaving no
time for preventive or correctional medicine.
The buildings are old. Terribly depressing. I have been uip in wards
on spot inspections that just simply tear your heart out. H-ere are
wards of 60 or 70 people. I understand that on tests some three-fourths
of the cases that come into the hospital for any omie time in the hiospital even have some history of alcohiolism. In one ward that I was in
were 50 to 60 people and they had one bathtub to handle all those
people.
You can sit and scream at night and you get no attention, sometimes
because the number of hospital personnel are simply inadequate for
the number of people there.
Beds are so crowded that many times people are put in the hallway-just anyplace to put a, body. And if this is health care in the
most affluent society in the world today it is utterly disgraceful for
this situation to persist.
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I don't know why wve call it "county" hospital. One-third of the
money to support this hospital first comes from the county and twothirds comes from Federal (and State goverm-nents. So it's a Federal
-is well as State and local responsibility.
Sowwen hae anexcl~tina~y a ble man come to ChicagoI
can only say we welcome him with open arms.
Ak long procession of people have left administrative posts here
utterly discouraged. It is exceedingly difficult now to get good people.
We used to have the absol utely top interns there. It is difficult to attract
interns and residents now. And the place has been filled with politics
as well.
I understand in years past in talking with professional personnel,
it's pretty hard 'to get people on election day to stay around because
political appointments were, made to Cook (Thunity Hospital.
Their behiolclingness was not to the pro'fessional staff, it was to some
ward coinmitteem an who said "On election clay your job is to be there
ait the polls."
In fact they were taking as many patients, delivering them as they
could possibly deliver them, to cast their vote.
,Senator KENNEDY. Don't you think that patients should vote?
[Laugzhter.]
Senator PE;,RCY. Anything goes in Cook County as you know and we
have been known to cast votes for people that have long since joined
the deceased.
I don't want to get into politics this morning other than to say that
Dr. Haughton has a man-sized job. We are grateful for his coming
and I ask him not to hold back a bit. These are conditions I am ashamed
of. Conditions that exist in a tremendous society and we have to do
something about it. Find a better way to answer these problems and I
will welcome the bipartisan approach to this problem. The committee
is fortunate to have these very knowledgeable witnesses this morning.
As a, lifetime Christian Scientist, I am hardly exhibit A so far as
Being able to testify on the medical problems in Chicago. Other than
the fact that I had to learn the business from the ground up since I
have been in the Senate and I have visited not just Cook County but
many, many other areas and have known of the problems we face in
all these areas in Chicago which I mentioned. 'We have to take a whole
new look at it but I leave with you one of the most experienced and
Able witnesses you could possibly have before you.
Senator KENNEDY. I want to'thank you, Senator Percy, for your introduction of Dr. Haughton and also for your comments. I think your
statement on the conditions of the hospital was excellent. We want to
express our appreciation for your comments this morning.
Senator PERCY. It did me good to get it off my chest because my
wife and I leave Cook Counity Hospitalf so depressed we can't speak to
each other for the next few hours. What possibly can be done about it?
I welcome the administration's proposals now. The boldness of some
of them. It would have been unthinkable some years ago to have made
these proposals. But I think out of all the new proposals being made
we will find a better answer.
Thank you.
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STATEMENT OF JAMES G. HAUGHTON, M.D., EXECUTIVE DIRECTOR, HEALTH AND HOSPITALS GOVERNING COMMISSION OF
COOK COUNTY, ILL.
Dr. HAUGIITON. Thank you, Senator Percy.
Senator KENNEDY. Dr. H-aughton, welcome to this subcommittee.
Dr. 1-AUGHTON. Senator Kennedy and members of the subcommittee, I am Dr. James Ilaughton, executive director of the Health and'
Hospitals Governing Commission of Cook County, Ill. 1 have filled
this position since October 15, 1970, and prior to that date, from Junie
1966 to October 1970, 1 served the city of New York as first deputy
administrator of the Health Services Administration.
You have asked me to discuss the future of public hospitals. I believe I can begin to do that best by describing for you what the Health
and Hospitals Governing Commission of Cook County, Ill., is and why
it was formed.
Cook County Hospital is exemplary of public hospitals all over
our country which have been in difficulty for many years. They have
been underfinanced, understaffed and ill equipped .Tey have suffered
these maladies because, in almost all communities, they serve only the
poor; and, in our society, expenditures on behalf of the poor are seenl
as liabilities rather than as investments.
These difficulties have now been compounded by the f act that, as
former Vice President Hubert Humphrey said during his presidleitial campai gn in 1968, "America has found its conscience." As a result, inadequate health care for the poor- that was socially acceptable
10 or 15 years ago is today no longer acceptable.
We are no longer wil'ling to accept as fact that the poor must travel,
15, 20, or 30 miles to reach a city or county hospital where they must
wait 1 to 8 hours on uncomfortable benches in poorly lit, poorly
painted, and unswept waiting rooms to be attended by overworked,
harassed and, consequently, surly receptionists, clerks, attendants,
nurses, and doctors.
We are no longer willing to attempt to justify the 75-bed open ward
with no curtains to provide a modicum of privacy, no life-saving equipmient, no clean sheets, and with insufficient staff.
Senator KENNEDY. How often is that? What do you mean no clean
sheets. How often do you change the sheets?
Dr. HAUGHTON. Presumably every day and, sometimes, several times
a day depending on the conditions of the patient. But our hospitals are
so poorly organized that the way sheets get from the laun di'y to the
ward where they are needed is inefficient. Because of the nature of
humanity, half of those sheets never get to the wards and half of
those that get there disappear before they can get to the beds. I have
had reports in our hospital of packages of sheets being thrown out
of windows to people waiting below, and of pack ages of sheets being
passed down the laundry chutes with the dirty sheets to be retrieved at
the bottom of the chutes. So, until there are better methods here, it's
like puing water down a bottomless well. That is part of the reason
why we don't have enough sheets.
Senator KENNEDY. How often do you change the sheets inl the hiospital generally?
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Dr. HAUGiXTON. In hospitals generally they are changed daily.
Senator KENNEDY. In yours? Cook County?
Dr. HAUG11TON. We try to change them daily and our laundry turns
out about 8,000 or 9,000 sheets a, day. We only have a census of about
1,700 patients so it would seem that with 8 000 sheets there ought to
be enough; but our problem is not the availability of sheets, it is the
lack of management in the hospital.
It's just one big problem.
We as a nation are now unwilling to accept these conditions in the
backwaters of our health system. At the sam-3 time, there has been an
almost universal recognition that at least a part of the problem is the
dIysfunctional nature of local government. As a result, there have been,
in recent years, a rash of attempts to create now mechanisms for the
governance and financing of the public hospitals.
It is obvious to all those who are intimately involved in the management of governmental health care programs and institutions that
thie checks and balances usually created, in the hope of preventing
dishonesty, are so stultifying, oppressive, and expensive that they usually cost more than anyone coul possibly steal.
it is this general consensus which hias caused the creation of Hospital Districts in the Western States, the Health and Hospitals Corp.
ih New York City, and the Health and Hospitals Governing Commission of Cook County in Illinois.
The proponents of all of these mechanisms hope to prove that it is
possible to manage publicly funded health institutions efficiently and
economically. While New York City gave up Ion governmental processes and chose a public benefit corporation to manage the public hospital system, in Chicago it was decided to give government one more
chance.
The Health and Hospitals Governin ,( Commission of Cook County
is an independent governmental commission whose members are appointed by a mechanism designed by the State Legislature.
It is financed by a combination of third-party revenues and a, specially levied county tax. These funds are used to operate Cook County
Hospital, which is reputed to be the largest public acute general hospital in the world, as well as a 2,300-bed chronic disease hospital at
Oak Forest, Ill., and the Cook County School of Nursing. Thus, the.
commission is completely free of all the traditional governmental and
political shackles and ca~n, if it chooses, permit its staff to apply sound
organizational and m anageril principles to prove that a, governmental
agency can, in fact, be as efficient, productive, and successful ais anyv
private business organization. Only time will tell whether the Illinois
State Lexgislature was right or whether governmental operation of
human services is impossible and the New York City model is, therefore, better.
This question is more crucial than superficial examination might
suggest. All over our country private, nonprofit hospitals are in financial difficulty. The old patterns of philanthropic support of operating deficits are pass6. Private, nonprofit hospitals look more and
more to community resources and governmental programs for their
financial support. 'Everytime a private hosn~ital in Raw Yorkc City
gets into financial difficulty, it looks to the city of New York and the

496
State of New York for help. Only 10 days ago in Chicago, a voluntar~
hospital director called me offering the hospital for sale to the Healt i
and 1-ospitals Government Commission.
If this trend continues, it is conceivable that, in time, many hospitals may fall under governmental control; and, if governmental processes do not lend themselves to efficient managerial operation, the potential problem becomes more obvious.
1, for one, am convinced that government stripped of its manacles
can work. That is why I went to Cook County. There are those who
question the need for public hospitals. They argue that to maintain
a, public system is to perpetuate a dual system of health care; one inferior to the other.
I agree with them that that is what exists. I do not agree that it
needs to continue. A public hospital should be as effectively operated,
as attractive and as acceptable to any citizens and taxpayer as any
private hospital. But that will never be as long as legislators appropriate insufficient funds, administrators tolerate incompetence and
lack of diligence and private hospital personnel perceive the public
hospital as a residual institution to which they can transfer all uinwanted patients.
Just 2 weeks ago one of our neighboring hospitals sent a patient to
uts with a note asking us to delouse the patient and send the patient
back to them.
That is what private hospitals think of us.
Sufficient sums of governmental funds are currently expended in
support of private hospitals to give government the leverage it needs
to make such hospitals behave more responsibly.
If that leverage is used effectively, the health service load could be
shared equitably between public and private institutions; and communities could become proud of their public institutions as full partners
in a rational health system.
A number of proposals are currently before the Congress for the
financing of health care..
Some of them take into account the fact that additional financing
without concomitant concerns for quality controls, appropriate ujtilization and the creation of additional resources for the delivery of
health care can lead to disaster. Others of these proposals seem merely
to shift the financial burden to the employer who, it can be anticipated,
will simply pass this added cost of doing business on to the consumer
of his products or services. This latter group, therefore, seems to me
not to achieve the goal of relieving the beneficiary of the financial
burden.
The Congress is being asked to enact legislation which perpetuates%
medicaid for some of the poor, medicare for the aged and creates
something else for yet another group in the population.
Tt should be apparent that such an approach to the financing of
health services would only reinforce the inequities of the dual system
we currently have. In this current arrangement, the poor are frequently forced into our poorly financed. ineffectively managed public
institutions even when they are covered by medicaid, because private
institutions claim, sometimes rightfully, that the public agencies are
too slow in paying for services.- As long as the private sector is a]-
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]owedl any excuse for choosing am-ong patients, the public sector will
always be necessary but it will never be an equal lpartner.X
A fewshor.years agyo, while I was visiting Chicagro, I sat in my
hotel room in the early morning hours of a memorable day and watched
men walk on the face of the moon. The mnagnitude of that feat is
legitimate cause for pride in our country.
But as I sat, fascinated by what I was viewing on the television
screen. 1 was saddened by the thought that what I was surely witnessing was evidence that this Nation can accomplish almost anyhn
to which it decides to give a, high enough priority and that, apparently,
we are not yet ready to give that prior ity to the right to health.
For if we were we would not be sitting in our- convention halls and
in our legislative bodies beating our breasts about the "national health
crisis."
We would, instead, be making the decisions which will begin to
force change in the system.
We wou~'d make resources available for health services research in

an order of magnitude comparable to that which led this Nation from
behind the sputnik to a stroll on the moon in a single decade.
I am frequently asked to predict what lies ahead for public hospitals.
My answer is that their future is linked to the future of health Care
in America. The question remains as to whether we, as a Nation, will
have either the will or the resolve to meet the challenge of making
health and health care a right of every citizen.
Thank you.
Senator KENNE,-Dy. Thank you very much, Dr. Haughton.
Do you see anything in the present financing or funding mechanisms
of our health care programs which are currently in existence which
can avoid the quality of health care currently existing in Cook
County?
Dr. HAUGITTON. Yes; I think the existing mechanisms, such as there
are, are not the best, but they have within them the possibility of being
used as leverage to create change in our system.
They canl be used to improve the quality of services because, when
we spend the kind of money we spend ini the public sector, we ought
to have the right to define what we want to buy. Most of my professional. experience in public administration has been in New York
City; and there wve used the power of the purse to demand change,
quality services and responsible activities in hospitals.
I think any public funds spent in the private sector by whatever
mechanisms and however dysfunctional these mechanisms, might be
used to improve the current system.
Senator Kennedy. I wouldn't take issue with you on the fact that
there is the opportunity to establish better quality control and
perhaps get a, start on th question of cost. Of course much of the
money isn't from the public sector; it comes out of the insurance coinpanics. Those resources which come from insurance companies are
much more, limited. in terms of getting quality or cost control.
Dr. IIAUGHTON. That's true.
Senator KENNEDY. Wouldn't you have a better chance to achieve
these goals in terms of quality if the money came through some kind
of quasi-public agency rather than through the private sector?
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Dr. 1-AUGIIToN. Let us not forget, Senator, that many of our
insurance programs for health in this country are regulated by
government.
In New York State and the State of Illinois, insurance companies
are regulated by the State insurance departments, so there is the
possibility of insurance funds being used to do this.
B~ut in addition to that, if you look at voluntary hospitals around
the country, you find that a growing percentage of their accounts
receivable come from programs such as medicaid and medicare. While
I was in New York City, there were hospitals which received as much
as 60 or 70 percent of their accounts receivable from those two
programs. The remainder was from Blue Cross and some from private
insurance companies.
The fact is that, between the community-based insurance programs
like Blue Cross, medicare, and medicaid and payments by State
public aid departments, more than half of the money spent *in most
pr1ivate hospitals in this country could be characterized as money
from public sources. Therefore, the leverage does exist.
I1spoke to Doug Coleman of Blue Cross a year or so ago when I
was in New York. We were talking about -utilization control and how
hospitals are used, and he said to me, "Jim, we have all the information we need to control the use of hospitals."
They have done really tremendous studies, and they collect great
amounts of data. But Blue Cross doesn't feel that it has the authority
to use the information to manipulate the system to make it work.
I think our insurance laws could be changed to give Blue Cross that
authority.
Senator KENNEDY. We are certainly not getting it at the present
time.
Dr.

H-AUGHToNS.

We

are not. But my point is that there are enough

public and community resources being put into private institutions to
give us the leverage to create proper use of those hospitals.
Senator KENNEDY. What can you say about the administrative problems that the county hospital faces and the recovery of funds under
medicaid and these other insurance programs? I-low much of a burden
is that?
Dr. HAUGHToN. Before I went to Chicago, I am told, it was considerable. And you see, the problem in government has been that there
has been no incentive to collect the money. Until this year when the
commission began operating, Cook County made an annual appropriation for the operation of the hospital. The people at the hospital were
responsible for determining the eligibility of the people for whom they
provided care, and for sending bills to thie third-party agencies or to
the patients in some cases.
But, when the money came back from those billings, it didn't come
to the hospital. It went to the general corporate fund of the county,
consequently, the people at the hospital couldn't care less whether the
money came or not. We found bills that had been sent out months
earlier and have never been followed up on, and we also found insurance companies which sometimes didn't pay their bills. Now, we have
a commission whose lifeblood is its collections. We have reorganized
our billing section and, last month, our billing for services at Cook
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County Hospital was $8 million, the highest in the history of that
hospital.
Now, granted, we may not collect all of those billings; but, I can
assure you that my collection unit wvill pursue those bilis because, if
we don't collect the money, we don't survive.
Therefore, a system in which the organization responsible for the
billing doesn't care whether the money ever comes in is never going to
have an effective collection system.
Senator KE NNEDY. You are satisfied then that the present financing
mechanisms, with some controls established, are-we should not use
sufficient-but are adequate and can meet the existing crisis in Cook
County that Senator Percy and you testified to?
Dr. IA-UGIITON. No, I am not suggesting that, but I am saying we
can get more effectiveness and productivity out of the money we are
spending now. I think we need a sounder mechanism for Anancing
health care. I do not think you can finance it in a sound way with
unstable funds; and, by that, I mean funds subject to the annual whims
of the Congress, or the'legisl atuire or the city council.
In New York State we started our medicaid program with great
hope and with what we considered a reasonable level of eligibility.
fIn two consecutive years after that, the eligibility was reduced. In
the first; reduction almost a million and a half persons were completely
elimina ted from the program.
Now, the assumption is that, because somebody earns $6,000 a year to
take care of a family of four in New York City, hie can pay a hospital
bill of $1,000 better'than one who earns $5,000. What really happened
to the people was that they were forced into the municipal system to
overload and overcrowd us.
Now, in the State of Illinois, a family that earns $3,600 for a family
of four is eligible for medicaid, but if that same family earns $4,000,
it is not eligible.
The Department of Labor statistics show that it costs $11,120 a year
for a family of four to have a moderate standard of living in Chicago.
There is no comparison between $3,600 and $11,000; and, yet, it is
assumed that the people in between those two levels can pay all of
their medical bills. That is ridiculous.
So in Cook County we have a census-we have 150 percent occup~ancy on some units. These people do not want to come to Cook
Conty-they are forced to come to Cook County. It is difficult to
manage a hospital efficiently when you are asked to provide care for
2,000 people with a budget for 1,000. That is what public administrators have been facing for many generations.
I think we in Cook County, can turn that around because I think
there are sources of funds thiat have not been tapped-legitimate
sources-and which can be managed more efficiently. I find that county
has excellent staff doctors and hard-working service people, but I find
no management. I discovered a month ago that 80 percent of the
X-rays performed at Cook County are totally unscheduled. Anybody
who wants an X-ray writes a requisition and brings the patient to
X-ray and leaves him lying there for hours. That is no way to run
a. hospital; and, no matter lhow much 'money you poured into that
hospital, if that kind of dysfunctional system exists, it would still be
a miserable hospital.
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So I am making a plea for management in hospitals. They are businesses, whether we like to call them that or not. A hospital is a business aind we have to run it like a business. Otherwise, we will never
be able to afford them.
Senator KENNEDY. Where are these other resources that you talked
about?
Dr. HAUGHTON. I am talking about our collecting Blue Cross, and
medicaid and medicare, and making the institution responsible for collecting it. That is what Dr. Eenglish is going through in New York. IeT
inherited the system wherein the money that was collected went back
to the city instead of to the hospitals. Now, the money that is collected
goes to the corporation. lie has a very strong incentive to collect that
money and, I believe, he will manage it well. And my commission in
Chicago now has the same responsibility. After the county appropriates our tax levy, which represents a third of our budget, we have to
go out and hustle to get the rest together. I think we can do it, and I
think we can use it more efficiently than money usually is used in the
health system.
There has been no incentive for efficiency. The "reasonable cost" formula, which provides that a hospital is reimbursed whatever it spends,
is ridiculous unless somebody defines what is "reasonable," and nobody has. That principle in medicaid was a blank check to every hiospital administrator in the country-if he could prove what lie sp)ent hie
got it back.
Senator KENNEDY. Just on that iiow, do you favor a fee-for-service
concept or a forward budgetary concept?
.Dr. HAUGHTON. I think fee-for-service is perhaps, the most expenisive way to. use money in health because what it does is give the vendor
of the service a reason for Vroducing more services. It is a piecework
system. I think if a hospital ,or a health maintenance organization or
whatever one wants to call it should be required to project what its
budget was going to be for some defined fiscal period and then be
required to live within that budget, we would probably find more
effciency.
1-0owever, the problem the hospital has in trying to operate onl a
prospects -e budget is that it does not have a defined population, so the
prospective budget is a guess at most.
*Now, I submitted a budget to Cook County and the governing coinmission in December, and that is. my best estimate of what I will need
to run that hospital in this coming year. However if in midyear the
legislature should change the me icaid eligibility for example, and
lower the standards again, I would probably end up with less money
than I anticipated but probably with more patients because even the
few patients who are now accepted in the voluntary system would be
if they were completely wiped out of medicaid. That is why we
rejected
need
a more stable form of financing-one that cannot be tampered
with during the fiscal year.
Senator KENNEDY. What about cost-consciousness? That's a feature
that has been talked about a great deal. What is your reaction?
Dr. HAUGHTON. I read the President's health message a day or two
ago, and I know his reference to cost-consciousness. I don't agree
that coinsurance and deductible features create cost-consciousniess.
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I dont believe a fee-for-service system, a piecework system, creates
cost-consciousness in doctors. There is a fallacy extant which leads
people to think that inappropriate utilization of health services is
the patient's fault. 1. don't agree with that. 1 don't believe that aniybody comes to Cook County to malinger. It's not that attractive a place.
When people come to Cook County, they come because they are
hurting and they are sick. As a matter of fact, I think most patients
who go to the doctor's office go beCcause they don't feel well.
Now there is anl interesting thing about the statement I just made
about feeling well. The person who doesn't feel well, even though the
doctor mnay not be able to find anything wNronig with him physically,
is still sick anid somebody has to deal; with him.
The fact, is that cost-consciousniess really ought to begin with the
doctors. Because, after all, it's the doctor who generates the services
in health.
The patient goes into the doctor's office, and hie doesn't demand anl
X-ray. But even if hie does, the doctor doesn't have to p~rovTide it.
Onice the patient walks through the door, the doctor should be in
control ; anid the doctor should decide what is to be done for that
patient, and he should be cost-conscious.
If hie were working in a system where the cost caine out of his
pocket in some way, he would become cost-conscious. Let me give you
anl example.
Out in California, in San Joaquin County, the county inedical society developed a program for the State within regard to the medicaid
program in that county. They proposed that, for a stated sum of money,
they would guarantee the medicaid population of that county all the
health care they needed.
That organization then formed a foundation to manage the programn, and, at the end of the year, money was returned to the State,
because there were incentives to cost control, and the incentives were
built ini.
Because outpatient and inpatient services were tied together
through the same financing mechanism, there were incentives for dloctors to keep .latiemits out of the hospital if they could, anld to provide
nio more services than were necessary.
There was anl incentive to watchdog each other because they
al1located a certain amount of money to each month of services
exceeded the amount of money allocated, every doctor in the country
took a cut in his claims.
Therefore, the man who was overutilizing the services, or using them
improperly, was costing everybody else money. So every doctor'i'n that
county had an incentive for watching his peer and making sure that
he was not abusing the program.
Now there are mechanisms of this type available through which we
can make people cost-conscious by tying the responsibilities together
in the right way.
In most instances, the doctor couldn't care less how long the patient
stays in the hospital because he doesn't have to pay the bill. Somebody
else pays the bill. It's more convenient for him'to keep patients in the
hospital and see them all in a half hour, rather than to have them at
home and make 10 house calls. So, often, he keeps them in the hospital,
because it doesn't cost him anything.
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If you can create a system where the same organization is responsible for both ends of that spectrum, I think you would see a change.
Senator KENNEDY. That's an excellent example, and a marvelous
response. I suppose it also affects quality, doesn't it?
Dr. HAUGHTON. Often.
Senator KENNEDY. If there is an interest in quality control-if that
fellow gets better, and is fixed up quicker-he is going to be out of the
hospital or out of the doctor's hair, so to speak. Therefore additional
resources are saved and cost control is a result.
Dr. HAUGHTON. That's the secret of the Kaiser program on the west
coast. There is an incentive for the practice of preventive medicine. It
is much cheaper.
Senator KENNEDY. I am sure we are all trying to capture that, in
both the administration program and ours as well.
As I understand, the essence really is the fact of prebudget or forwarding funding, is it not? That's the conceept that has to be built into
this kind of a program.
And let me carry this a step further. Do you think that if you are
able to work out some kind of competition between health delivery
systems within a communit, that it would help reduce costs and perhatps improve quality as well?
Doyou think it is conceivable to have competition between a. health
maintenance group, a group practice, or a neighborhood health center?
Dr. I-TAUGHTON. If we are talkin 'g about organizations, I think it
is possible to create competitive situations among them. But I have
heard the principles of economics in the open market applied to the
private practice of medicine, and there they certainly do not apply.
I don't believe there is any way to create competition between doctors.
But between systems, yes.
Senator KENNEDY. This is interesting now, because I think you have
put your finger on one of the differences between the adminiistration
approach and our approach.
Insurance companies competing with each other do not resolve the
problem.
Dr. JIAUGHTON. Insurance companies don't practice medicine,
doctors do.
Senator KENNEDY. So, it would be more effective to try to build in
coinpetion. between health delivery systems that are required to live
up to a Particular standard established by some kind of a peer group?
Dr. H-AtIGiTON. You see, as I have said earlier and as you have
continued it, its possible to create competition between systems. In fact,
group practice has had a rough time in this country for that very
reason.
For generations, the private sector in medicine has fought group
practice and fought until very recently. There are still States in our
country which have laws against group practice, and they are fostered
in those States by organized medicine because they consider it unfair
competition.
It is argued that if a patient is locked into a group-practice situation,
this is contrary to the principles of free choice. But the fact is that
what the patient needs is not necessarily a free choice among doctors
but a free choice among systems.
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When we began the medicaid program in New York, we provided
for frce choice among systems. The State legislature insisted there
.should be free choice, and we insisted free choice didn't mean free
choice among doctors. For, after all, how do you secure free choice,
as a lyan
How do you know whether Dr. Jones is a good doctor,
or Dr. Smith is a better one? You listen to your neighbor, probably,
and hie says he is a good guiy.
I have seen practices in New York where the man was less welltrained, but a oiqd-hinder and a happy fellow, and hie had a tremendous practice. Ind, the man down the street, who was really a brilliant,
physician but not quite as personable had fewer patients. The patients
who went to the second man got excellent care. Tfhe patients that went
down the block got a nice happy handshake and a prescription,
perhaps.
You don't really have a choice between physicians. When you go to
the store to buy shoes, you probably have some notion of the quality
of the leather and style of shoe. You can make a choice. Furthermore,
you don't have to buy a p air of shoes that day. You can wait.
But if your little boy has a hot appendix, you don't have a, choice.
You have to find a doctor today.
So the principles of the open, free market don't apply when we
are talking about a fee-for-services, doctor- by- doctor system.
They may apply if you talk of health maintenance organizations or
group practices versus the fee-for-services system. You- can begin to
make comparisons between the costs of one system and another. You
can't make those comparisons between one doctor and another.
So we need systems that we can compare and create competition
among.
Senator KENNEDY. Is that bed'ause the delivery systems themselves
are what are really in competition, to do goodl by the people they have?
Dr. HMuowroN. Right. You see, in the Kaiser system, there is an
incentive for them to practice preventive medicine. They are not financially responsible for a, patient when hie is vertical, but wvihen he is in
bed as well. If they don't take care of him when hie is vertical, and
keep him well, their hospitals will be in trouble.
So they have to balance those two systems. It's much cheaper to
keep a patient well than to patch him up after hie is sick.
Part of what is wrong with our health system is that it has been
sickness-oriented. All of the insurance we have in this country is misnamed. We don't have any health insurance, we have sickness
insurance.
Blue Cross doesn't pay a dime until somebody is sick and lying in
a hospital bed. Blue Shield doesn't spend a dime until the patient,
is ill and goes to the doctor and the doctor can make a diagnosis.
And then medicare came along, to take care of an over-65 population, where we know most of them have some kind of illness, or will
soon, and we deny them preventive services.
That's how we have been doing things.
Senator KENNEDY. Just a final word. The family health insurance
program has the coinsurance and deductibles. It also excludes all those
unmarried or married but having no children. How would this affect
those that go to Cook Co ilnty Hospital ?

504
Dr. IIAUGiITON. I (lon't think it would affect then very much. The
fact is, first of all, coinsurance and deductibles are antisocial
mec(h anisnis.
Senator KENNEDY. Why?
Dr. iIAUTTI'oN. Because when you sell someone insurance and build
in the coinsurance, you are making imii pay twice. Hie p~ays when hie
pays his p)remilum, and then you force him to pay when hie is least
able to pay.
Senator KENNEDY. That is cost conscious?
Dr. HAUTOTTON. That is not cost consciousness. That is antisocial.
Why should you penalize him for getting sick? That's what coinsurance does. You pay your premium; n
sln
syusa
el o
Bt te dy yu gt sckyou will have to pay again. That's
arefin.
what coinsurance is.
And it does not reduce utilization of services, because it doesn't keep
people from getting sick.
Whether there is a coinsurance feature or not, the person gets
so why penalize him then? Deductibiles do the same thing. You sick,
pay
twice. You pay your premium and then you pay again because you are
unfortunate enough to get sick.
I just can't accept the fact that people really do abuse health services that much. The fact is people don't deliver health services to
themselves. They go somewhere to get it. Amid, if the doctor to whom
they go sees they are not ill, then the patients should not get a lot of
unnecessary services. The doctor generates the services.
Sure people make demands. I practiced for 15 years, and
did come into my office and insist on this or that service. Andpatients
retort always was, "when you walk through that door, I will my
decide
what you need. And, if you1 don't, like it that; way, find another doctor."
So we can't relieve the doctor of responsibility and talk about cost
consciousness only in terms of the patient; because the
patient
not make the important decisions in health care, the doctor does. does
Senator KENNEDY. Senator Dominick.
Senator DOxtiNIICK. I have just a few, Dr. Haughton. I think this
has been an extremely interesting dialogue.
The San Joaquin County, HMO, as I understand was run by
a
foundation and that was underwritten by insurance, was
it not?
Dr. HALTGITON. No, not underwritten by insurance. It was
develop a program, as I understand it, with the State set up to
medicaid
program.
Senator DomiNicic. Right.
Dr. HAUGHTON. And they formed the foundation to manage
the
funds for which they contracted with the State. But they soon
found
that that foundation had to do more than mnanagetefnsothdt
manage the delivery of health services.
btefns
thdt
Senator DomiNicK. They got the consent of the medical association
there, too, right?
Dr. HAUGHTON. Yes, it was a creation of the San
Joaquin County
Medical Society.
1)r. HTAIJOILTON. They found they had to do more than mnanage the
money, they had to look at the practices.
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Senator DOMINicK. This is the pattern we have started in Denver,
usin our medical association backed by paramedical personnel.
Dr. HATJGHTON. It was also tried in Connecticut a few years ago
and it worked there, too.
Senator DoMINICiK.. Hopefully it will work. I think you were in the
room when I indicated we have a few problems in Denver insofar as
contracting with classified personnel, civil service personnel because
of the requirement that first you have to have "successful experience)
and second that the doctor has to assume the loss in case there is one.
The individual doctor.
Now, this is the only type of situation where those requirements are
found with the civil service which is kind of interesting so I am trying
to change that around.
Let me ask you just a couple of questions. In those programs, as I
understand it, the patient is permitted to choose his own doctor and
the medical association themselves or the foundation through its management is the one that goes in to make sure the doctor isn't overcharging or overutilizing certain services. This is a pretty good idea,
isn't it?
Dr. HA1JOHTON. Yes. In fact it is one of the few instances in which
what is known in the profession as "peer review" works. And it works
because there is a financial incentive to make it work.
Peer review has been tried in a lot of other situations where nobody's pocketbook was involved, and I can tell you it doesn't work
because doctors are loathe to criticize their peers. But, when that criticism refers to an equitable financial distribution among them, peer
review begins to work.
Senator DomiNICK. This is what I thought when I began to talk with
my constituents on that problem and it looks as if they are going to
get it done. At least I hope so.
Let's go back to the Cook County. You came in pretty much-I
don't mean under a cloud, but it was already there with a so-called
misappropriation of medicaid funds over $1 million as I remember.
You with your administrative experience can -probably answer this.
Are there anywhere near enough adequate hospital managers or administrators in this country?
Dr. HAUGHTON. I really don't know whether I can answer that. There
are a lot of hospital administrators. As I have looked at the programs
of hospital administration, I find that it is only recently that managemient principles have been introduced into the curriculum.
When I was a student at the Columbia University School of Public
Health, there was a program in hospital administration. But none of
the curriculum included any management, systems analysis or sound
accounting principles. Those were not a part of the hospital administrator's training. And so he was taught a lot of things about the relationship between the board of trustees and the medical staff and that
kind of thing, and, then, they threw him into a hospital with a $50
million budget and told him to run it.
Well, business schools don't do that kind of thing. They teach
people how to manage money, and I find now that many schools are
moviing their schools of hospital administration into the schools of
59-eel 0-71-pt. 3-9
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business administration. This is true at the University of Chicago,
Cornell, and several other schools because they have begun to realize
that the management of a hospital is the management of a business
and you need to train a businessman. He can get a hotel man to do
the housekeeping for him.
Senator Do1iiiNicK. You have to say "or businesswoman."
Dr. HAUGHTON. Of course, I don't want to discriminate. As a matter of fact, one or two of the best hospital administrators I know are
women.
Senator Dof iNicii. Doctor, let me ask you this. I don't want to cut
you off, but I have other appointments and I want to get this in.
We have had a continuing trend in a number of different fields, in
educational fields, in hospital fields, and so on, to try to make everything bigger. Hospitals are bigger, schools bigger, colleges bigger,
and over the whole decade of the -1960's and part of thbe 1950's this was
the trend.
Let me ask you what you think about that. Is this a good idea or is
it proper insofar as medical care is concerned to be able to take care
of patients?

Dr. HAUoirroN. No, I don't think that all hospitals should be big,

but neither should they be very small. I see in the data I have that
more than half of the 'hospitals in this country have under 100 beds.
That is not efficient. There is no way to run a 100-bed hospital efficiently in terms of the cost of doing it. There are economies of scale
that are impossible with a 100-bed hospital.
On the other hand, 2,000-beds are also dysfunctional because there
is a point of diminishing returns.
I think, though, that to deal with the question of what size a hospital should be would be to deal with the question of planning. There
ought to be different kinds of hospitals.
I have told the staff at Cook County that the first person who talks
to me about doing transplants is going to get fired, because there are
two hospitals right across the street doing it and I don't see any need
for us to do it at our hospital, too.
What we have done is to allow hospitals to go their own ways and to
buy equipment used 1 hour a day when that same piece of equipment
could serve a half dozen hospitals.
The question of size relates to how you are going to plan. If you are
going to plan a regional hospital that has various types of services.
And will be the regional center for transplant operations, trauma, or
care of burns, which are all expensive services, they should be used
to their maximum capacity. The only way to do that is to have hospitals serve a large enough community; therefore, that hospital should
be large and serve, perhaps, a whole State if there is proper transportation.
At Cook County, until very recently, we had the only burn unit in
the State. We have a heliport outside the building and cases from all
over the State were brought to us. That makes sense if you are going
to have proper transportation and one hospital that serves a large
enough region.
Our burn center is busy because we serve a large enough population. To put. a burn center in 10 hospitals in the city would be to
waste expensive personnel and equipment and so on.
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There should be another level of hospitals serving neighborhoods,
and they should have only those services needed for the ordinary kinds
of illnesses which happen to people every day.
Se the size of hospitals depends on what you plan to do in those
hospitals and how you interrelate those hospitals to serve populations
which can be supported by the size and complexity of each level of
somee parts of our country have done that and it pays off. You
may know, Senator, of the Samaritan Hospital service in Arizona.
They have developed a regional kind of thing. It is Young and there
are some problems in it, but I think it is moving in the right direction.
And I think that kind of thing will help us to rationalize our use of
resources and make it possible for us to do more than we do now with
both the people and the moneys that we use.
Senator DOMINICK. You were I believe in the audience when I made
the comment which I probably should not have made to Dr. English
until you were on the witness stand, that I had been told by some
fairly reliable people that the idea of modernizing Cook County Hospital was totally impossible, and it was so far down that you might
just as well scrap it and start over again either with a series of neighborhood hospitals and a smaller Cook County Hospital of the type
that you have got now or the type that you were talking about to
specialize in certain types of treatment.
Dr. HATOHToN. I think you are right. It is impossible to make a
modern hospital out of Cook County or Bellevue or Los Angeles
County. I think Bob Tranquada will agree. These are 40-, 50- and 60.year-old hospitals. To make them what they ought to be would be
imosble. In fact, it would be more expensive to try to make Cook
County Hospital a modern hospital than to rebuild a hospital of the
same size.
Architects and builders tell me it costs more to renovate than to
build new.
Senator DOMsiNICK. This is what I was wondering about and this is
why I was wondering. whether or not any attention had been given
to that by the governing commission now or was it built with the
concept of maintaining what you have.
Dr. HAUGHTON. Our immediate problem is to get accredited this
summer. We are down to our last chance. So we have a crash program
to get straightened out for accreditation. But long range, we don't see
a 2,000-bed Cook County Hospital. Right across The street from us is
Presbyterian-St. Luke's, with about 7?50 beds. Across the street to the
south is Illinois Research Hospital with another 400 or 500 beds. One
block to the west is the Westside VA hospital with a few hundred
beds. So we have 3,000 to 3,500 beds within a block or two of each
other. That doesn't make sense, because the people who come to that
complex come from 20 miles away.
Now, it seems to us, in our initial thinking about this, that what we
need is a single facility that does the kind of expensive and complex
thin gs Of which County is capable.
W'e have the best trauma unit in the city, and the only burn unit in
the Metropolitan Chicago area. We also have some of the best radiation therapy.
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I think we ought to get these four or five institutions together.
There are three medical schools* and four hospitals right there together. There is a medical center commission that has done nothing
since it was appointed. The law permits it only to buy land.
We have met with the directors of that commission and have begun
to talk of how we can develop a medical center complex which would
be the hub of a system of services that would reach out to the cornmunities. Our first plan is for a central west side radiation center for
the three medical schools and four hospitals, thus creating a single
capability for radiotherapy for cancer, rather than the four different
ones we have now. So we would have a smaller hospital at County
but also have hospitals out in the community. We probably wouldn't
need- to build any because there are hospital out there now. They're
just not tied to anything. Each is a law unto itself and does as it
pleases.
Senator DOMINICK. Going to another subject for just a minute,
would you agree that there is adequate medical technology to train
doctors' assistants and nurses' assistants who are not necessarily M.D.'s
but could take over many of the functions now performed by a registered nurse or by an M.D.?
Dr. HAtIGHTON. Yes, and I think that the manpower question is
probably crucial to the rationalization of our whole system. To sit and
talk about needing 50,000 more doctors, or 200,000 nurses doesn't make
any sense to me for the simple reason that, if by some magic formula
you could create these people tomorrow, I suspect they would end up
on Park Avenue in New York, Michigan Avenue in Chicago, or in
Beverly Hills and Evanston, and the poor people we are talking about
would still not have any doctors.
Senator DoxMINcK. What do you think of the loan forgiveness pro-*
vision in the adminstration bill which would try to overcome some of
this maldistribution that we now have?
Dr. HAUGHTON. I am not sure that that will work either. You see
what I am about to say is that we have a shortage of health care, not
necessarily a shortage of doctors. I don't know. I find it hard to believe
that a country that has one doctor for every 700 in the population is
short of doctors. If I opened a practice in a town of 700, I couldn't
survive.
Now, it seems to me what we are talking about is the kind of doctors
we have and where they are. For the Federal Government to give millions of dollars to m,.dical schools without some kind of objective exout doctors may not be the right way because that says
to turn
cept
nothing
about what kind of doctors you turn out.
What we have turned out in the last decade are doctors who don't
want to take care of people. They are high-class specialists who want
to take care of your hands or heart or kidneys. But n- Cpeople. That is
the way we trained them.
We have to define what kinds of doctors we want to train because
the people out there need doctors who will take care of anything that is
wrong with them.
You go into a hospital and you find 50 different specialists. At Bellevue there used to be 130 subspecialty clinics. There are not that many
organs in the body. You see?
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But, unless we can make some decisions and arrive at goals for spending educational money-we will end up with surgeons who do unnecessary operations because they have to eat or doctors of a different
kind who do not meet the needs of our people. We could go on this
ad infinitum and never solve the problems.
Senator DOMINICK. This is very refreshing because you are the first
witness who has testified along this line. Everybody else has said we
need a massive number of doctors. I have questioned that for some time
because on a per thousand basis we have more now than we had in
1961. The problem is now to get them to provide the care and it goes
back to what type of doctors we have.
Dr. HAUGHTON. I would like to go back to this physician's assistant
question we have. I think it is a rational thought that there could be
people trained at different levels of the health care system to perform
adequately. But I am not prepared to accept that unless we are talking
about that for everybody.
Everywhere I hear people talking about physicians' assistants,
medical assistants, and midwives taking care of poor people. I can
assure you that the people in Harlem are not going to think of physicians' assistants as hiot stuff until they know that Governor Rockefeller can also be seen by a physician's assistant. If lie is so good, why
can't he see everybody? So let's introduce them into the system.
Senator DOxMICK. I agree with you. Dr. Silver at the University
of Colorado Medical Center has been working on the pediatric nurse
practitioner training rga
for a number of years now and has
been using it with a1kinds and types and economic levels of people
and has been quite successful.
The only problem is that it is so small it hasn't made much of an
impact Yet, but it is progrsing. This is the type of thing that I was
thinking of. On that basis you would agree this will be helpful?
Dr. HlAuGH~N. Absolutely. I have been following his work. His
pediatric associate is an exciting example of what we can do. He is
proposing to use this throughout the economic spectrum, not just for
the poor people.
Senator DOMINicK. That is correct.
I was interested in your comments that those who are intimately
involved in the management of health care programs find that the
checks and balances created are so stulti in and oppressive that
they are greater than the amount that anybody could possibly steal,
I don't want to get into the problems that came into Chicago before you came there, but obviously there were some problems there
that were of a rather acute nature.
This is the difficulty that we find here when we find that the Federal Government is the one that is going to determine all the rules
and regulations as to how the money will be spent, because of necessity you are going to have the General Accounting Office as well as
HEW and the Surgeon General's Office and everybody else looking
over the shoulder to make sure that money is spent properly.
As I understand it, under Secretary Kennedy's bill, which is not
before us but which is a part of this hearing, obviously, we would be
depending upon general tax revenue appropriations on a year by
year basis to determine how much money would be there, and obvi-
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ously the General Accounting Office is going to be in on that to determnine how it is spent. Wouldn'1t this create part of the problem that
you are talking about?
Dr.

HAtJGHTON.

Well,

let me start by clearing up your reference to

Chicago. I wasn't there when this happened, but, from what I have
been able to find out about that situation, it happened precisely because of the kinds of checks and balances in government that were
not working. This association was created by doctors to try to get
some money to do things in the hospital that the county would not
give them money to do. Human beings being what they are, I guess
those things happen.
I don't know the details, but the fact is that, had the hospital had
access to the equipment and funds to pay the doctors adequately, this
might not have been necessary.
Wel avoided that kind of problem in New York by negotiating in a
completely different way with the Social Security Administration and
by creating the affiliation program where, even though we couldn't
pay doctors properly through civil service we could pay them by giving the money to the university and voluntary hospital.
I think Bob has the same thing in Los Angeles where the county
contracts with the medical school to pay the doctors properly.
So we have all kinds of unusual arrangements to get around these
things. But the fact is that just because the Federal Government provides the money doesn't necessarily mean that government has to be
dysfunctional at the local level.
The kind of thing I was alluding to was, for example, what happens
in New York. When we want to build a hospital in New York, we have
to negotiate four different contracts. You can't get a general contract.
If you want to build a house you get a general contractor and he manages the whole thing for you. In New York you get four contracts because the law says you must. Consequently you have an electrician
sitting waiting for p~lasterers to do something" and the plasterers waiting for the plumbers to do something and the costs go uip. That is
whfat I am talking about. You have to buy a piece of equipment and it
goes through redtape while the company down the street can go out
and make it or buy it. Companies charge government more for services
because they will have to wait 6 months to get paid, and so on.
These checks and balances make government much too expensive.
That is what I am talking about.
Senator DOMINIcx. That is all I have.
Senator KENNEDY. Let me just ask one final question. How are you
going to be able to get these doctors out into the areas of needs to
provide health care-in the rural areas and the urban areas? Do you
have any comments you want to make on that?
Dr. HTAUGHTON. Yes. I think I see a little wind of change today in
the medical schools and in our hospital, also. There is a breed of young
men and women coming through our medical schools who want to
take care of people. In fact, just two nights ago in Chicago, I visited
a little clinic being run by a neighborhood group and all the doctors in
that clinic were volunteers. Some were senior medical students and
interns. They want to take care of people.
I do not think we are ever going to have a system in this country
where the government tells a. doctor that he must practice here or
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there, but I think the social concerns that I see in our Nation and
among our young students will lead them to go to places where people
need them.
One of the other problems, I think, we have had is that all our
medical students have come from a strata of our society where they
have no concern for the poor. I think we have to find ways of introducing another group of our society into the health field, people who
come from the ghettos, including the rural ghetto and farm areas
and who want to gyo back to those p laces.
I think if we dro that we will begin to turn this around, I think we
can motivate people that way without coercion, but we have to get
the people who have been excluded from our health system into the
system to be trained and then to go back to take care of their own
people.
Senator KENNEDY. I

want to thank you very much, Doctor. You

have been enormously helpful, very candid in your responses, and have
been of great value to the subcommittee. There will be some other
questions which I would like to submit to you in writing and perhaps
elicit your responses, if that is agreeable to you. I thank you very
much.
Dr. TJAtTGHToN. It was my pleasure to come and I will be pleased
to answer those questions.
Senator KENNEDY. Our final witness is Dr. Robert E. Tranquada,
medical director of the Los Angeles County- University of Southern
California Medical Center; he is also the associate dean of the University of California School of Medicine and professor of community
medicine and public health at that institution.
Dr. Tranquada has been the associate project director of the South
Central Multi-Purpose Health Services Center which is located in
Watts and is sponsored by OEO. The former chairman of the departmient of community and public health at the University of Southern
California, hie is a noted doctor in the field of internal medicine, with
a specialty in diabetic care.
Senator DoMiuNICK. If I may say so, I will have to excuse myself.
Unfortunately, I had several other committee meetings none of which
I got to this morning, and I now have several appointments in the
office. So I am sorry but I am going to have to excuse myself.
Senator KENNEDY. Doctor, we welcome you here this morning. I
apologize for the time factor. You have come a long way, and we
value highly your comments here.
If you would like to, we can submit your complete statement in the
record in its entirety and you can summarize it if you feel disposed
to do it.
STATEMENT OF ROBERT E. TRANQUADA, M.D., MEDICAL DIRECTOR,
LOS ANGELES COUNTY-UNIVERSITY OF SOUTHERN CALIFORNIA
MEDICAL CENTER
Dr. TRANQUADA. Thank you, Senator. I think that will be fine. I
recognize the roblem.

I will say Tlat it makes it easier following the expert witnesses you
have just heard from because I can summarize to a large extent by

saying that I concur in virtually everything they have had to say.
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Although we picture the fiscal support of the county hospital
system in Los Angeles as being among the best in the Nation we can
also match story -or story an~ figure for figure the negative Linds of
statements that have been made here about the public hospital system
and we feel that we are far from achieving the goals that are
necessary.
There are two points that I would like to make in summary of these
comments which have been submitted. The first is an issue that I
think has not been touched here this morning and that has to do with
thyotential role of the public hospital with significant expnino
national health insurance programs. I think itlhas been in the minds
of individuals when medicare and medicaid were initiated that these
programs themselves might do away with the need for public hospitals. I think it has been expressed further that such programs as expansion of health insurance would do the same thing.
I submit that nothing. could be further from the truth. If one looks
at the operating economics of our health care system, the supplying of
every individual with minimal resources with which to purchase health
care will not take away the competition for services which are in short
supply. Therefore, we are bound to find that those who can supplement
minimal health insurance resources with additional private resources
will outbid those with minimal insurance resources for the most desirable source of supply; that is, the private health care system.
So we will find an increasing need for the participation of the public hospital and its affiliated services in providing for the immense increase in the demand for services that will be created by new systems.
The hazard then is not only to deal with the problems that you have
heard described this morning that I can confirm, but to avoid the probability that we will simply continue with our two-class system of health
care, the public hospitals and systems on one side and the private System on the other.
I have made in this testimony a number of recommendations which
look to that problem. Among them are the requirement, as I see it for
the need for establishing real competition between the public and the
sectors. This will require an input of funds into such things as
private
the
modernization of public facilities, providing capitalization funds
for this, increased staffn and other things. It will require the creation
of incentives that both previous witnesses have referred to, to provide
meaningful incentives for those who work in the public system, both to
satisfy their customers, their consumers-because there is an advantage accruing to them from it-and to be able to utilize any surpluses
of revenue that may be derived in improving the system within which
they work.
In Los Angeles, as you have heard,* from New York and Chicago,
any surpluses of revenue that come in go into the county general fund
and are not necessarily available to the hospital system.
There are other recommendations that I will not try to repeat. You
will find them in the testimony.
The other point that I wanted to make is one close to my mind at
the present time. That is, the plight of the public hospital is not only
part of the consideration for tomorrow when we have expanded our
health financial resources for all people, but it is very much a part of
today's reality. The problems that we have been talking about will not
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wait 5 years for solution. There is an immediate and urgent need for
the solution of the current fiscal problems of the public hospital.
This is not an idle statement. In leaving Los Angreles to come to
Washington for this occasion, I left a crippled and. critically balanced
Los Angeles County-University of Southern California Medical Center. This has resulted directly from a cutback of State and Federal
funds originally budgeted for the medical center through medicare
and medicaid programs combined with a major deficit in the current
county general budget as a result of unpredicted major increases in
welfare requirements.
This has occurred at a time when our patient load in some areas has
increased as much as 30 percent in 1 year. Because we have had to delay hiring replacements in many categories, our already insufficient
nursing service is dangerously further depleted. Our laboratory and
X-ray services, already overworked and understaffed, have reached
critical points of .further manpower depletion. Depletion of nursing
and anesthesia staff has resulted in delays of up to 12 hours in getting
critically injured automobile accident victims into an operating room.
I have in my briefcase a memo received from one of ourinterns
asking me what I could do to get him another, respirator unit that lie
could treat the third patient on his ward with this kind of problem,
when hie had only two such units on the ward. It is an acute problem
present today. It will be resent in worse state in 5 years, if we do not
find solutions to these problems today.
I must say that our staff, in spite of its confusion and demoralization, has responded to these pressures with a degree of loyalty and
devotion to their patients that is outstanding. But the staff and their
need and deserve better answers to their questions than our
patients
local resources have been able to provide.
The need for solution to these problems is now. The sickness is already severe, but has not yet become incurable. The alternative to
present inaction is future loss of a viable and essential major resource
for the provision of health care services to the public throughout the
Nation, as well as Los Angeles.
Senator KENNEDY. Doctor, would you agree with Dr. English
and Dr. Houghton that these facilities would not be abused if we
were to eliminate the deductibles and coinsurance? Both these gyentlemen have expressed themselves strongly on this and I would be
interested in your response.
Dr. TRANQUADA. I would respond' with a mild indirection. We have
,just been required to add about $1 millionn in administrative expenses
in order to fill out new forms that have to do with making people
eligible to receive certain services under the medicaid program. The
reason they have to be filled out is to be sure the people need these
services, not to determine eligibility but to determine if they are sick
enough.
In our emergency room we already turn away two-thirds of the
people who come for hospitalization. It is incredile to me that this
kind of administrative nonsense-waste-$1 million that we could be
spending on productive factors, should be wasted in this fashion.
Certainly, from the point of view of the public hospital and its clientele, this'is an unnecessary and overburdening factor.
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Let me add one other thought to that. The fact is that most of our
clientele are not able to pay the deductible which must then be paid
by the county. In essence, what a plan involving major coinsurance
and deductibles means is that expenses must be shared by the local taxpayer in a double way, through the income tax and other taxing mechanisms, and they must share them through their fixed property tax.
We are very cognizant of these problems in Los Angeles as are other
cities. I think this is simply not a satisfactory solution.
Senator KENNEDY. Do you have this commingling of funds that the
other witnesses referred to? Do you have difficulty recovering funds
in Los Angeles?
Dr. TRANQUADA. Yes. The total budget for the Department of Hospitals in Los Angeles, responsible for nine hospitals with 7,000-some
beds, is $340 million a year. Of this, $107 million comes out of the taxpayer's pocket; that is, the property taxpayer's pocket, directly; and
the remainder of it comes through collections from a variety of agencies including. the medicare and medicaid. The complexities, staffing,
and inefficiencies involved in collecting this money are truly immense.
Senator KENNEDY. What do you estimate that you recover? What
percent do you feel you recover that you arc.0elrible for?
Dr. TRANQUADA. I am not sure that'I can give you an accurate answer to that, Senator. We make every attempt-we do have some incentive for recovering these moneys. It is not the incentive I think
that would make as most efficient about it. We make uip our budget
through revenues throughout the county. Nevertheless, I would imagine that we are not recovering what we should or could recover were
it not for the remarkable, administrative complexity of performing
these things.
Senator KE.NNEFDY. What is the general feeling of the people served
by your hospital? Are they satisfied with it?
Dr. TRANQTJADA. No; they are not.
Senator KENNEDY. Wha is their view about the quality of health
care they are receiving?
Dr. TRANQTADA. It is difficult to get a consensus. We get individual'
comments. We get favorable ones and unfavorable ones. We deal with
a significant community group in East Los Angeles, the Health Task
Force of which tells us specifically what the shortcomings are. They
are the same complaints made of every hospital in the Nation.
We think in this particular instance we have been able to make responses that are unique., and we are beginning to develop a kind of
spirit of cooperation and responsiveness to their needs that to me at
least is heartening and I think has been to the community. But we
cannot claim that there are not substantial and well-justified complaints about our services.
Senator Kr.NNEDY. Do you have any comments that you would like
to make about this fec-for-services versus front-end budgeting as it
might affect your hospital? I think it is reasonable to gather that the
witnesses felt that front-end budgeting is perhaps more efficient in
terms of cost control as well as quality.
What is your reaction?
Dr. TRANQUADA. Let me respond to that by making a very simple
statement of fact. That is, that if the goal of proper medical care is
to reduce the amount of illness by as much as possible and take adequate care of that remaining, then a system which rewards the pro-
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vider for treating the sick and rewards him more the sicker they are,
certainly Will never' provide an incentive for keeping people well.
That is one basic fact.
The capitation system which rewards the people for keeping them
well provides that incentive.
In our system, we average our billing. We do not bill fee for services except in rare instances. One of the reasons we do not is because
wve do not have the staff to do that kind of detailed billing.
Another reason, in addition to those presented by the preceding
witnesses, we think that we can perform better with a prepaid system.
We think that our incentives will be increased to provide not only
better service but less expensive service and the most appropriate kind
of services by a prepaid capitation form of insurance and save immense amounts of administrative money.
terms of the efficiency or ability to run your
Senator KEND.In
hospital, you arc able to meet those responsibilities more efficiently by
going to some prepaid program?
Dr. TRANQTADA. Ye~s, it would be, because a significant amount of
energy of everybody in administration has to do with the matter of
collecting fee for service.
Senator KENNEDY. In your prepared statement you say that there
are legal impediments that Will1 prevent the puibl ic hospital from participating in prepaid c station plans. What Were you referring to?
Dr. TRANQUADA. In the State of California and operation in our
county system, to 1). able to provide a prepaidi medlical1 care that will
take full advantage of the incentive to the physician to use the best
kind of medical care, would require that the individual or the insurance company be able to contract with an organization that would
then provide these services. Such an organization would also have to
be able to gain incentive for efficiency by benefitting from cost sayings which may result from such efficiencies.
There are currently problems in our organization that would not
allow that. I think it is a *situationthat can be solved.
Senator KENNEDY. Do you have some IlMOs in the Los Angeles
area?
Dr. TRANQUADA. In the public hospital system?
Senator KENNEDY. Yes.
Dr. TRANQUADA. The organization we have that comes closest to
it is a newly devised program in the Los Angeles County-University
of Southern California Medical Center in which a 300,000 population in E ast Los Angeles is served by a specific segment of medical
center providing services. It lacks the characteristic of having a prepaid budget and it operates within the fiscal constraints of the general services. But what it has done is to provide all the other assets.
There is a staff of physicians and nurses and others who deal with a
fixed population that they get to know rather than with the catch-ascatch-can episodic care that we generally tire dealing with.
Senator KEiNNEDY. Do you have figures on that?
Dr. TRANQUADA. I can provide those for you, Senator.
Senator

KFNNFEDY.

You might take a look at S. 935, Which I have

introduced, which tries to provide incentive for IMO's and to set
up relationships with medical schools. I would like to have your
comments.
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Finally, how will you get the health manpower out to the areas of
greatest need? You 'heard Dr. English talk this morning about the
deferment of better facilities and more health manpower, and Dr.
Haughton w~s talking about the changes in motivation of young
people's willingness and desire to move in to meet these needs.
What addition ca-n you make to these observations?
Dr. TRANQUADA. There is very little that I can add. My own notion
of this problem is that the solution will involve all of those factors
and any single one will be only a partial solution to it.
11 do diffr slightly from Dr. Haughton in that I feel that one of
the essential parts of it is some kind of a national health service cors
based on an obligation picked up by all graduates of medical schools.
I do not think it should be limited to those who owe money. The difficulty with putting that kind of an indenture on a group, is that inevitably you are dealing with minority students an~d those with the
least resources. I think this should apply to all.
Senator KENNEDY. Would you require that medical students go into
something like that for a year
Dr. TIIANQtIADA. My own feeling is that a program of national
health services for, for instance, 2 years, required of every graduate,
would not be not only healthy for the graduates but for distribution
of our resources. I think that this would have to be dependent upon
the fact that their medical education was, in effect, underwritten substantially by the Federal Government.
Senator KENNEDY. What effect would this have on students? Would
they look for other professions? Would you apply the same reasoning
for lawyers? Should lawyers be required to go into legal services for
2 years after they graduate? Would you do that with all'professionals?
Should they be required to teach in rural areas and ghettos? I am just
interested in what you may think. Should business school graduates
go to help develop corporations and companies, for instance? Or are
you going to select the medical students?
Dr. TRIANQUADA. No. The reason that I mention medicine is because
I am connected with it. The fact that [ indicated those, Senator, was
I do not think this would be a viable program unless substantial input
was made by the Federal Government to the cost of educating those
students. This does require a commitment. There are places where such
programs exists and are from moderate to very successful in results.
Senator KENNEDY. We have other additional questions I would like
to send to you if I could.
Doctor, you have been extremely helpful. The subcommittee is planning to go out to California in the future, and we would 'like to be
able to call on you then and hear further about your experiences, and
about the programs that you have been able to develop. So we will
look forward to that opportunity, and I want to again express my
very sincere appreciation for your comments and your recommendations.
I would like to get a chance to examine in some detail your recommendations. Perhaps we will submit questions on those. they are extensive and thoughtful and they deserve careful consideration.
I want to thank you.
Dr. TRANQUADA. Thank you.
(The prepared statement of Dr. Tranquada, follows:)
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STATEMENT OF ROBERT E. TRANQUADA,
UNIVERSITY OF SOZ711=R

M.D., MEDICAL DIRECTOR, LOS ANGELES COUNTY-

CALIFORNIA MEDICAL CENTR.

March 3, 1971.

I am D~r.Robert E. Tranquada, Medical Director of the Los Angeles
Cr-t'nty-University of Southern California Medical Center in Los Angeles.
I am also Associate Dean and professor of Community Medicine and Public
Health at the University of Southern California School of Medicine.

On

this occasion I an presenting this testimony from my status as Medical
Director of the Los Angeles County-University of Southern California Medical
Center.

The purpose of this testimony is to share with the committee some

observations and recommendations about the currant and future conditions
and role of the public hospital as seen from my vantage point.
In order to define my terms more closely I shall refer, by the

.LOt

11pub.ic hospital", exclusively to the municipal and county operated hospitals
and shall not include reference to the state and the federal hospital systems
operated by the military, the VA and the U.S.P.li.S.

Those institutions require

separate consideration.
The current critical situation of the public hospitals cam be traced
directly to the status conferred upon them by the legacy this nation has
received from the British poor law and definitions of charity.

The public

hospitals were created by government to serve the needs of the indigent sick
as a charitable activity.

Clearly a vital need in our society, the basic

governmental philosophy on which their support has been measured is that
which defines the limit of responsibility of governmental provision to the
poor as that amount of services which the lowest paid fully employed can
provide for himsc'1f.

In an economic system which allow the fully employed
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to exist at an officially designated poverty level of income, this has tended
to foster a second class system of medical care designed and financed in such
a manner that it shall not compete equally with privately financed health
care systems.
The growth of the hospital as an institution in the United States was
early dominated by the charity concept.

When, n~ar the end of the 19th century,

the private hospital began to appear as the result of the~beginning of the move
of medical practice from the home and office into the hospital, the separation
of public charity hospital, with its minimal attention to the appetites of its
patients, from the private hospital, in which the patient was offered whatever
he could afford, was a natural move.

As the cities and counties incrcasingly

recognized their responsibilities to provide hospital care for the poor in
municipal and county operated institutions, the motion of two classes of medical
care became more firmly institutionalized.
In Los Angeles County, the role of the County Hospitals is a very
significant one.

Of a total of some. 24,000 licensed acute hospital beds in

the County, 7,397 (or 30% of the County's total) are run by the Los Angeles
County Department of Hospitals, a branch of the county government.

Of the

total of 1,974 resident training positions and 586 internships available in
Los Angeles County, 33% of the residency positions and 52% of the internship
positions are in County hospitals.

Los Angeles County operates the only

communicable disease service, the only major burn service, the largest tuberculosis
service, artificial kidney service, the major rehahilitation hospital in the
County and makes major contributions in all otherire-i3 of medical care.

The

LAC-USC Medical Center and the Los Angeles County Harbor General Hospital are
recognized as being among the best county general hospitals in the United States.
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The Los Angeles County Rancho Los Amigos Hospital has sot standards for rehabilitation hospitals

ii, this country for years.

Nevertheless, the Los Angeles County Department of Hospitals, like
the rest of the pcilic hospital system in the United States has serious,

even

Although some partial and encouraging changes have occurred,

critical problems.

the basic plight of the public hospital remains unchanged.

Generally, they

are underfinanced, understaffed, underequipped and overwhelmed
for their services.

with demands

Although the effects of MediCare and MediCaid have

generally been positive through diversion of some workload to the private
sector and the provision of some revenue from federal and state levels which
has tended to ease the burden on the local property taxpayer and the municipal
taxpayer, they have not succeeded in eliminating the enormous and growing
burden for the local taxpayer derived from the legitimate health care needs
of those unemployed or poor whose health care is not covered by these programs.
The problem of the public hospital is not that of money alone.

Its

p].ight is deepened and attention to its problems are delayed by a stereotyped
public image of the public charity hospital as the last resort, peopled by the
unwashed, the uneducated, the alcoholic and criminal and typified by an

im-

personal, discourteous staff against whose neglect of patients there is no
recourse.

While such am image badly distorts the truth, it was not derived

from myth alone.

Some of those qualities have existed and do exist among the

public hospitals of today.

Most of those negative qualities which we have not

been able to eliminate have been forced upon us.
The lack of easy recourse for their remedy may be explained in large
part by the fact that the usual clientele of the public hospital has neither
the economic nor the political power to force a higher priority of concern and
its accompanying application of funds by the governing bodies which establish
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policies and budgets.

The latter, although somewhat of an oversimplification,

represents the most basic factor in the current plight of the public hospital.
The direct burden on the property taxpayer in Los Angeles County amounts
to 31.5% of the 340 million dollar annual budget of the Hospital Department,
or 107 million dollars per year.

Coupled with growing welfare, public education

law enforcement and other expenses which compete with hospital financing, there
is no hope that adequate financing of the public hospital can be forthcoming
from that source.

This situation is magnified by the fact that the poverty,

near-poverty, and minority clientele of the public hospital requires a broader
and more expensive scope of services than does the patient of the private
hospital.

Thus, factors with which the private hospital patient can cope

through economic and family resources, must be provided in large measure by
the public hospital.

These include such services as transportation, house-

keeping, social and educational services, welfare services, and housing considerations.

These expenses are borne by the public hospital with a lower per

capita funding than the private hospital.
Another factor contributing to the present status of the public hospital
is the fact that its patients are more likely to delay seeking medical attention
until their illnesses are more severe than private hospital patients.

The

public hospital is frequently called upon to provide highly expensive services
for which private hospitals may not be equipped; examples are dialysis services,
communicable disease services, and emergency services.

Furthermore, the public

hospital is commonly required to take over the care of patients of private
hospitals with the most complex and expensive problems when sources of
private finance for those patients have been exhausted.
The unfortunate practice of private hospitals who will gladly accept
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Medicare and Medicaid patients with. simple, and therefore profitable medical
problems, but who willingly refer the; publicly supported patient with unpleasant pr complex problems to the public hospital tends to compound these
factors.

Thus, appendectomies,, tonsillectomies'* hip nails, and simple medical,

Problems are commonly performed in the private hospital while th: acutely
alcoholic patient, the drug overdose, and the cirrhotic patient in coma are
referred to the public hospital.

A survey of the origin of drug overdose

LAC/USC

Medical Center during the summer of 1969

patients arriving at the
was highly revealing.

Of the average of 25 daily admissions for drug overdosI

18 had been seen initially in the emergency rooms of private hospitals and we:.subsequently transferred to the Medical Center.
The above is not reported as am indictment of the private hospital,
but as a commentary on the system which encourages these practices and has
defined the present role of the public hospital.
compounded by the current economic recession.

All of these factors are

This has resulted in an ince-

load on the public hospital at a tine when local governmental revenues are not
growing to match the load.

The relative political powerlessness of the public

hospital clientele does not inhibit governing bodies from further limiting
direct support of the public hospitals and relegating them to a relatively low
budgetary~ priority, in contrast to those services which apply to the whole
cross section of the population (e.g., education, fire, police, roads, courts,
water, power, etc.)

and therefore are subject to application of more political

pressure for budget maintenance.
Two questions must be answered.

What will be the role of the public

hospital wfth the further reduction of medical indigency and what steps are
required t~oimplement that role most efficiently and economically.
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address the question of role first
Every thoughtful prediction of the effect of a significant federally
subsidized national health insurance program, vdiatever form it may take, has
indicated that one of the expected results will be a further increase in
the demand for medical services and a severe taxing of our present supply.
The public hospital can be expected to continue to play a major role in
serving such a demand.
It

seems unlikely that the existing economic laws will be suspended

by a system of subsidized national health insurance.

The result will be a

large body of people (those now classified as -inpoverty and near-poverty
classes) whose resources for purchasing medical care services will be limited
to the extent of their insurance benefits and by the limits of services which
those will purchase. On the other hand, the majority of the population will
retain the ability to supplement insurance benefits with other financial
resources.

It must follow that those with the most resources will continue

to outbid those with minimal resources for what is viewed as the most desirable
medical care, i.e., private medical care.

Thus, there will remain a large body

of the population who will continue to rely on the public hospitals and their
associated services for health care.
In addition to the fully covered services which will continue to be
provided by the public hospitals, there will be a continuing residual of the
population whose health care will still be provided at the expense of the
local taxpayer.

The size and expense associated with this residual will

depend upon the form of national health insurance elected by the Congress.
Those plans which depend heavily upon indemnification of the consumr for

specified medical services through a private insurance policy will produce
the heaviest load upon the local taxpayer.

This will be derived from the
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need to provide services not covered by such policies,

services required

after insuimce benefits have been used up, and losses incurred by the inability
of many insured to pay the deductible and coinsurance amounts required.
Furthermore, the Additional services requiired by the poor# and traditionally
provided by the public hospital, such as transportation and social services,
add to the average cost per patient in the public hospital.

The local tax-

payer will either have to continue to shoulder this burden, or the public
hospital will be forced to provide second class medical care in order to
stretch the health dollar to provide at least some of all needed services.
The problem facing us, then, is not whether there is a continuing
role for the public hospital under a national health insurance plan.

The

problem is the high probability that there may continue to be a two class
system of health care in the United States* one class, represented by the
private institutions, will retain an ability to respond to the economic

demand for services subsidized both by health insurance and supplemental
private resources, and a second system, the public hospital system will be

forced to operate with the revenues from insurance benefits alone, with
major continuing subsidization from local sources.

In this way, the public

sector will find itself with the continuing demand to provide the most
sophisticated services for the sickest and most complex problems for the
segment of population requiring the most extensive scope of services.
Several factors would seen to have significance In the approach to
this problem.

The first of these has been enunciated In a remarkable report

issued by the Los Angeles County Health Services Planning Committee In
February,

1970.

Included among a number of forward looking recommendations

was Recommendation Number 5, which read, in part, as follows:

"The County
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and private providers of health services should develop a cooperative endeavor
to supplement and complement each other$ and together see to It that all
needed health services are provided' in all areas of the County.

.

.

It Is recognized that with freedom of choice for the patients# some competition
will occur between the public and private health sectors.

The Committee

believes this competition will be healthy and will encourage the overall
improvement of health services, provided that (1)County funds are not used
to subsidize care for those patients able to pay, (2)neither providers not
recipients are in any way coerced to accept employment or care In any specific
facility or In any specific physician group, and (3)all facilities and
services in the system are equally available for all individuals."
Thus, free competition between the public and private sectors can be
a very constructive measure.

This can occur to a significant extent, however,

only if the operation of the public sector is altered in such a way that
efficiency and productivity are properly rewarded.

As long as the public

hospital continues to lose the advantage of savings from annual budget
accrued by efficiency, there remains no impetus towards efficiency, only a
requirement to spend all of the annual budget or lose It. Likewise. the
production of revenues which exceed thea budgeted by the public hospital
must be allowed to accrue to the benefit of such hospital, or the motivation
is lost to increase revenue through the mechanism of actively competing for
patients.

Such profits, should they occur would support renewal of antiquated

structures, increased personnel, and purchase of needed equipment.

As long

as any such revenue surpluses must go Into a governnental general fund in
remain little motivation to
upport of non-related activities, there will
produce them. It is in this context, as well as several others, that the public
hospital authority or corporation, as exemplified by the New York Health and
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hospital Corporation holds an advantage over the departmental status In local
government of most public hospital systems.
A constant hindrance to rational planning on the*port of the public
hospitals is the necessity to depend annually upon an uncertain division of
tax revenues and the'need to finance badly needed capital improvements solely
from public bond elections with their Inherent unpreditability
come.

as to out-

The ability to accrue a capital fund account through depreciation

mechanisms would provide a major stabilizing factor in long range* rational
planning-for the public hospital.

The federal government could easily

assure that federally derived payments for hospital costs related to capital
depreciation are not expended for other purposes.
The relative disadvantage of the public hospital which results from
the need to share local revenues (and deficits) with all other functions of
local government have contributed to the creation of the current conditions
of antiquated facilities, understaffing, and limited equipment resources.
A program of federal standards of health care services, applied equally to
public and private providers,, along with the availability of $rants and loans
to enable initial Improvements to meet structural and equipment standards
would prove constructive.

Such a program would require that any public

(or private): hospital wishing to add federally subsidized health insurance
to Its. revenues would have to meet minimal standards with respect to staffing
levels* quality of patient housing, equipment and operational standards.

In

this way, the government would be assured that added revenues from federal
sources were being properly applied to the improvemnt of public and private
hospital services.
Many public hospitals, particularly those located In urban and rural
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areas with major physician shortages, are unable to compete adequately with
the private sector in the salary income they can provide to physicians.

This

situation is met frequently by the necessary but undesirable practices of
paying the physician for administrative or patient care services outside
his basic job description, or more frequently by requiring less than the
full number of normal working hours for a full salary so that the physician
may supplement his non-coapetetive public salary with income from private
practice or other employment.

Clearly non-competetive physician salary scales

must be the responsibility of local government to correct, although additional
funds will be required to do so.

Modernization of the public hospital and

the provision of adequate numbers of para-.medical personnel would add to the
competetive status of the public hospital.

Additionally, participation by

those public hospitals situated in regions of acute physician shortage in
use of physician personnel available through a National Health Service Corps
would also go far towards meeting this problem.
Another of the challenges of national health insurance for the public
hospital is that the private sector may continue to treat selectively those
patients and conditions which are comfortable and profitable and continue
to leave the uncomfortable and unprofitable to the public sector.

This is

already a major problem for urban public hospitals and could become of
increasing magnitude.

Carried to its extreme, this practice could easily

lead to the reservation of the public hospital solely for the alcoholic,
the drug addict, the criminal, the most difficult and unpleasant health care
tasks, and those who had used up their insured benefits in private care.
While it seems likely that the public hospital will always be required to
accept more than its share of these problems, its reduction to this role
alone would have a devastating effect.
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Two preventive measures suggest themselves.

The first is an extension

of the recommendations nade above, that is, the public hospital must become
fully competitive with the private hospital so that patients will elect to
seek services there.

This will require upgrading of facilities, increased

staffing levels and improved equipment status.

The second measure would

place a requirement on the private hospitals to accept all those patients
from the area which they serve who seek admission, to the extent that facilities
are reasonably available and there are financial resources to cover necessary
care.

Thus, the current practice of selective admissions to private hospitals

would be curtailed and they would share more of the load of the unpleasant
and expensive problems.
The notion that the public hospital can or should continue with its
traditional function as provider of hospital care only for the episodic acute
Illnesses of its patients is not supported by the growing body of evidence
which indicates the economic and health advantages of integrated systems of
preventive, ambulatory and hospital care.

Such systems provide the advantages

of continuity of care, the use of the least expensive and most efficient modality
of care and, when financed by capitation methods, tend to increase the emphasis
by providers upon preventive measures.
The public hospitals have become increasingly involved in the development
of such comprehensive care systems.

A significant proportion of the recent

experience with such innovative health programs has been contributed by the
public hospitals.

In Los Angeles, the Health Services Planning Committee

report referred to above, and adopted in principle by the Los Angeles County
Board of Supervisors, has responded constructively to the need for the provision
of comprehensive health services in its iirsi

two recommendations:

"1. The

County should adopt a personal health care delivery system linking, in a
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community based network, and utilizing both public and private resources:
Hospitals

-

-Special diagnostic clinics which are hospital based
-Primary ambulatory care centers which are hospital linked
(County Neighborhood Health Centers)
Further, the existing fragmented home-care programs should be integrated
with this system.
2. The County should go on record immediately as being committed to
a phased reorganization of the functions of the Health, Hospitals and Mental
Health Departments into a new Department of Health Services as soon as possible."
It is essential that the role of the public hospital as the center of
comprehensive health care systems be nurtured and expanded, both in competition
and cooperation with the private sector.

We are rapidly discovering that the

means available to local government are not sufficient to finance the planning,
organization and capitalization and staffing of such systems except in token
quantity.

There is a real need for the availability of federal funds for

these purposes.

If these programs are to accomplish their stated purposes,

then funding and supplementation must be for a longer term and with commitments
of longer duration than is presently the case for the pilot and demonstration
programs in which we have participated.

It seems clear, too, that the public

hospital system, if it is to do other than plan for such systems of comprehensive
health care, must share fully in the increased production of health manpower
and must participate fully in any programs of financing such increases in
manpower production.
In order for the public hospital with its associated health care
system to particirat2 in pre-paid capitation plans for comprehensive care,
there must be created the legal and organizational capability to so contract
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with individual consumers and third party fiscal intermediaries.

Organization

must be in such a manner that the public hospital can benefit fully from the
efficient provision of such services in competition with private providers.
Failure to meet the latter criteria will only further entrench the existing,
deplorable two-class system of health care.

The federal government could

encourage such developments by making them prerequisites to participation in
certain grant or reimbursement programs.
One of the major contributions of the public hospitals to the health
care system has been their participation in the training of health care
personnel.

At the LAC-USC Medical Center, for example, 400 medical students,

800 young physicians in internship or residency training, 500 nursing students,
and over 3,300 other trainees in 88 training programs ranging from clinical
laboratory technicians to inhalation therapists, occupational therapists,
licensed vocational nurses, x-ray technicians, etc.are trained annually.

This

and other public hospitals represent major national resources in the critical
function of health manpower production.

Two problems can be foreseen which

relate to this major function.
Clearly, a public hospital system peopled only by alcoholics, drug
addicts, and the socially unsuccessful cannot offer the necessary qualifications
to serve as a proper training ground for most health manpower categories.
previously discussed, this eventuality must be avoided.

As

Secondly, sound

decisions must be made with respect to who must bear the cost of all of this
education and training.
Analysis of the problem of who pays for educational programs leads
to the conclusion that t-heconsumer muat inevILabiy bear the cost tor all of
us become the consumers eventually.

The question though, is whether the cost
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should be borne largely by the sick consumer or by the total population of
users.

If the sick consumer is to bear the cost, then there must be a clear

policy established which recognizes the costs of training and education as a
legitimate addition to the total cost of health care services.

If the cost

is to be spread over the larger base of active and potential consumers, then
again, this must be clearly stated as policy and measures taken to provide
such support outside of health care revenue.

The present lack of clarity in

this area leads to confusion, inconsistent application of costs and the burying
of some educaitonal costs in manners designed to maintain the present confusion
resulting from the lack of a clear policy.
It seems not unlikely that the proper solution to the application of
educational costs may best be through some combination of the above.

With

such a policy, the active consumer would bear part of the costs throtigh
application of some portion of revenues he generates towards this expense.
The remainder of educational costs would be derived from sources, such as
general tax revenues, obtained from both active and potential consumers.
Whatever nay be the best method, clear policy, which can always be subject
to review, should be established.
In the course of this presentation, I have attempted to describe the
present and the future role of the public hospital.

A number of significant

problems facing the public hospital have been identified.

These begin with

their current inadequate support, resulting in present underfinancing, understaff ing, and underequipping with which they face an overwhelming demand for
their services.

There is no change seen in this status with the adoption of

a natioi'al hcalth irnsuraue plan, except for an intensification of all of
these factors.

I have made a number of recommendations designed to meet
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many of the problems.

In closing this testimony, I should like to emphasize

two key considerations.
There exists a common misapprehension that the institution of the
MediCare and MediCaid programs would have eliminated the need for the public
hospital, or the elimination of the requirement for continuing support for
the public hospital from local tax revenues.

Many have also assumed that the

extension of those programs into a national health insurance plan would have
a more complete effect in eliminating the need for the public hospital and
its funding by local government.

Nothing could be further from the truth,

as I have tried to demonstrate in this testimony.
possible.

Only one conclusion is

That conclusion is that planning for the solution of the problems

of the public hospital must take place simultaneously with planning for the
financing of health care.
The second consideration is a corollary to the first.
plight of the public hospital is part of today's reality.
identified will not wait five years for a solution.

It is that the

The problems I have

There is an immediate

and urgent need for the solution of the current fiscal problems of the public
hospital.

This is not an idle statement.

In leaving Los Angeles to come to

Washington, D.C., I left a crippled ad critically balanced LAC-USC Medical
Center.

This has resulted directly from the cutback of state and federal

funds originally budgeted for the Medical Center, combined 1.7th a major deficit
in the current County c-eneral budget as the result of unpredicted major increases in welfare requirements.

This has occurred at a time when our patient

load in some areas has increased as much as 30% in one year.

Because we have

had to delay hiring replacements in many categories, our already insufficient
nursing service is dangerously further depleted.

Our laboratory and x-ray

services, already overworked and understaffed, have reached critical points
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of further manpower depletion.

Depletion of nursing and anesthesia staff has

resulted in delays of up to 12 hours in getting critically injured automobile
accident victims into an operating roon.
new equipment have gone unpurdhased.

Major items of absolutely essential

And so on.

The staff, in spite of its

confusion and demoralization has responded to these pressures with a degree
of loyalty and devotion to their patients that is outstanding.

But they

need and deserve better answers to their questions than our local resources
have been able to provide.
The need for solution to these problems is now.
already severe, but has not yet become incurable.

The sickness is

The alternative to present

inaction is.-future loss of a viable and essential major resource for the
provision of health care services to the public throughout the nation.
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Senator KFNNEDY. The subcommittee will stand in recess until 9:30
tomorrow morning.
(Whereupon, at 1:20 p.m., the hearing was recessed, to reconvene
at 9:30 a.m., Thursday, March 4, 1971.)
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