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COUNCIL OF TEACHING HOSPITALS
ADMINISTRATIVE BOARD BREAKFAST

November 5, 1979
Washington Hilton Hotel
Chevy Chase Room

7:30 a.m. - 9:00 a.m.

AGENDA

. Call to Order

Consideration of Minutes
Nominating Committee-Repokt

Membership Applications
(Affiliation Agreements to Be
Distributed at the Meeting)

Allentown and Sacred Heart Hospital Center
Allentown, Pennsylvania

Moses H. Cone Memorial Hospital
Greensboro, North Carolina

Describing the Teaching Hospital:
Alternatives for COTH Activities

Other Business

Adjournment

association of american
medical colieges

ATTACHMENT A

David L. Everhért

ATTACHMENT B

ATTACHMENT C

ATTACHMENT D

Suite 200/0ne Dupont Circle, N.W./Washington, D.C. 20036/(202) 828-0400




ATTACHMENT A

Association of American Medical Co]]eges'
‘ COTH Administrative Board Meeting

Washington Hilton Hotel
Washington, D.C.
September 13, 1979

MINUTES

PRESENT :

Robert M. Heyssel, M.D., Chairman

John W. Colloton, Chairman Elect

David L. Everhart, Immediate Past Chairman
John Reinertsen, Secretary

James Bartlett, M.D.

Stuart Marylander

Robert K. Match, M.D.

Mitchell T. Rabkin, M.D. ‘
WiTliam T. Robinson, AHA Representative

ABSENT:

Dennis R. Barry
Jerome R. Dolezal
James M. Ensign
Mark S. Levitan
Malcom Randall
E11liott C. Roberts

- GUESTS:

Spencer Foreman, M.D.
William D. Mayer, M.D.

- STAFF:

Martha Anderson, Ph.D.

James D. Bentley, Ph.D.

Judy Braslow

Peter Butler

John A.D. Cooper, M.D.

Gail Gross

James I. Hudson, M.D.

Joseph Isaacs

Chip Kahn

Richard M. Knapp, Ph.D.

John F. Sherman, Ph.D.
Emanuel Suter, Ph.D.

‘ ‘ August G. Swanson, M.D.
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Call to Order

Dr. Heyssel called the meeting to order at 8:00 a,m. in the
Kalorama Room of the Washington Hilton Hotel.

‘‘‘‘‘

ACTION: It was moved, seconded and carried to approve
the minutes of the June 14 COTH Administrative
Board Meeting

Dr. Knapp introduced Chip Kahn, who recently joined the Department
of Teaching Hospitals' staff as an Administrative Resident. Mr. Kahn is
a graduate of Johns Hopkins University and is currently pursuing a masters
degree in Health Systems Management at Tulane University.

Membership

A. Terminations

Dr. Knapp wanted the Board to be aware that St. Elizabeth Hospital Medical
Center, Youngstown, Ohio and St. Johns Episcopal Hospital, Brooklyn, New York
had voluntarily withdrawn their membership in the Council of Teaching Hospitals.
He also pointed out that the membership of New York Medical College - Flower
and Fifth Avenue Hospital should be terminated since it has not responded to
several AAMC requests for payment of overdue membership fees. Dr. Knapp
also asked for Board action on termination of the membership of Mayaguez
Medical Center in Puerto Rico. Its dues have not been paid for three
years and Dr. Knapp has notified them that their membership would end if
their account was not settled by September 30. The Board agreed with these
recommendations.

B. Membership Applications

Dr. Bentley reviewed eight applications for COTH membership. Based
on staff recommendation, the Board took the following actions:

ACTION: It was moved, seconded and carried to approve
Cabell Huntington Hospital, Huntington, West
Virginia for COTH cgrresponding membership.

ACTION: It was moved, seconded and carried to approve
Cabrini Medical Center, New York, New York for
COTH full membership.

ACTION: It was moved, seconded and carried to approve
The Children's Hospital, Columbus, Ohio for COTH
full membership. :
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ACTION: It was moved, seconded and carried to approve
- The Community Hospital of Springfield & Clark
County, Springfield, Ohio, for COTH corresponding
membership.

"ACTION: It was moved, seconded and carried to approve
Greene Memorial Hospital, Inc., Xenia, Ohio
for COTH corresponding membership.

. ACTION: It was moved, seconded and carried to approve
Saint Francis Hospital, Tulsa, Oklahoma for
COTH full membership.

ACTION: It was moved, seconded and carried to approve
Scott and White Memorial Hospital, Temple, Texas
for COTH full membership.

ACTION: It was moved, seconded and carried to approve
Veterans Administration Medical Center,
Huntington, West Virginia for COTH correspond-
ing membership.

AICPA "Exposure Draft"

Dr. Heyssel called attention to an "Exposure Draft on Ctarification
of Reporting Practices Concerning Hospital-Related Organizations,” which
was prepared by the AICPA Subcommittee on Health Care Matters. Dr. Bentley
informed the Board that COTH submitted a statement on this a year and one-
half ago and would be commenting again by October 31 of this year. Board
comments and suggestions were welcomed.

Medicare Section 223 Schedule of Limits

Dr. Heyssel reviewed the contents of a September 10 letter from the AAMC
to HCFA Administrator Len Schaeffer on the Section 223 limits. Dr. Knapp
briefed the Board on activities relating to this issue which directly resulted
from Board action at its June meeting. He reported that a COTH membership
meeting was held on July 10 with HCFA officials at Georgetown University.

It was attended by approximately 100 individuals from about 50 COTH-member
hospitals affected by the Section-223 regulations. Presentations were made
by three HCFA representatives: Leonard Schaeffer, Cl1if Gaus, and Bob
0'Conner. Dr. Knapp felt that these officials were made aware by hospital
representatives of their intense negative feelings about the regulations,
particularly by California and Chicago hospitals which also visited their
Congressmen. Dr. Knapp thought the fact that some hospitals' (those with
large bed sizes) 1imits were reduced by $12 between the proposed and final
regulations was the major reason for the withdrawal of the final regulations
and subsequent reissue of the regulations for a three month per1od with a
new opportunity to submit comments. This fact had the most impact in
discussions with Congressmen.
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Mr. Schaeffer and Congressman Rostenkowski met on July 13th and as
a result action was taken to return to the 80th percentile, at least for
those institutions with a July 1 through September 30 fiscal year. However,
it is uncertain whether HCFA will revert back to 115% of the mean after
public comments have been received.

In his presentation at-the July 10 meeting, Clif Gaus indicated that a
decision would be made by December on whether HCFA will implement a per
admission method of reimbursement based on the DRG model. Dr. Heyssel
expressed concern about this potentiality and urged Board members to care-
fully review the staff report on case mix measures.

JCAH Professional and Technical Advisory Committee (PTAC) Report

Mr. Everhart, AAMC representative to the JCAH Professional and
Technical Advisory Committee, summarized the proceedings of the first
meeting of that Committee and described its composition. George Way,

AMA President-Elect, was elected Chairman of the PTAC and Mr. Everhart

was appointed the PTAC's representative to the JCAH Hospital Accreditation
Committee, which makes the final decision on the accreditation of all hospitals
and meets monthly in Chicago. Mr. Everhart was impressed with the caliber

of the individuals at the meeting and thought it would be interesting

to see what impact the advisory committee would have on the process of
accreditation. He promised to keep the Board informed of future PTAC
activities. ' -

Confidentiality of COTH Executive Salary Survey

Dr. Heyssel discussed a request made to him by John H. Gerstenmaier,
Chairman of the Board of Trustee's Compensation Committee at Akron City
Hospital. Mr. Gerstenmaier desired data from the COTH Executive Salary
Survey which Dr. Heyssel agreed to release, thereby making an exception
to current COTH policy which allows release of such data only to COTH-
member CEOs. Dr. Heyssel asked the Board for guidance with regard to
future requests of this nature. Dr. Knapp informed the Board that in a
survey taken last year, 74% of the COTH membership reiterated the feeling

only. Mr. Colloton felt Dr. Heyssel's decision to release the information
to a Trustee was appropriate, but that the chief executive officer should
be notified when such information has been requested and subsequently sent
to a Trustee of his institution. 'The Board generally agreed.

COTH Spring Meeting Planning Committee Report

Dr. Knapp summarized the proceedings of the meeting of the COTH
Spring Meeting Planning Committee which was held on July 26 in Chicago.
The Spring Meeting will be held May 14-16, 1980 at the Brown Palace
Hotel in Denver. MWednesday evening would begin with a speaker prior
to cocktails and dinner; Thursday morning would be devoted to a
session with a group of deans; Thursday afternoon would be a half-
day to explore "case mix and hospital reimbursement;" and Friday
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morning would begin with four one and one-half hour concurrent sessions
and conclude with a final session of all the membership, the topic for
which would be decided later.

Dr. Knapp welcomed Board comments and suggestions with regard to
the style and format for the specific sessions and overall meeting.
Dr. Heyssel particularly asked for suggestions for the initial speaker;
Dr. Knapp suggested that a speaker well-versed in "deregulation and
competition" could make a timely presentation about implications of
such a policy on teaching hospitals. Several suggestions were made, with
John Dunlop (former Director of the Cost of Living Council) from Harvard
or someone he might suggest topping the list. It was generally decided
that Mr. Colloton and Dr. Knapp would make the final decision with.
regard to the speaker for the opening session. Dr. Knapp stated that he
would seek someone with a hospital background who could bridge the gap
between theory and implementation.

Flexner and Borden Awards

ACTION: It was moved, seconded and carried that the
Executive Council approve the recommendations
of the Flexner and Borden Award Committees as
set forth on page 24 of the Executive Council
Agenda.

CCME "Policy on Policy"

ACTION: It was moved, seconded and carried that the
Executive Council approve the CCME "Policy
on Policy" as set forth on page 25 of the
Executive Council Agenda.

. - Bylaws Change for LCGME

Responding to a question from Dr. Bartlett regarding whether or not
these bylaws changes had been reviewed by legal counsel, Dr. Knapp indi-
cated that he did not know but would raise the question at the Executive
Council meeting.

ACTION: It was moved, seconded and carried to approve
the bylaws change for the Liaison Committee on
Graduate Medical Education as set forth on page
27. of the Executive Council Agenda.

Medical Sciences Knowledge Profile (MSKP) Program

ACTION: It was moved, seconded and carried that the
Executive Council approve the substitution of
the MSKP program for COTRANS and authorize moving’
forward with its implementation in 1980.
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VII. Case Mix Measures and Their Reimbursement Applications

. Dr. Bentley reviewed "Case Mix Measures and Their Reimbursement
Applications: A Preliminary Staff Report" which was a separate attach-
ment to the COTH Agenda. He reported that, based on an initjal literature
review and a series of site visits which he and Peter Butler made to
various individuals active .in case mix research, the paper had been
organized in three sections: (1) description of initial literature
review and site visits, methods for measuring case mix and of ongoing
and planned applications; (2) outline of proposed final report; and
(3) recommendations for future AAMC policy. Dr. Bentley welcomed Board
comments on the paper specifically on (1) whether any case mix applica-
tions were missed, (2) the general contents of the paper, (3) what should
be done with recommendations presented in the paper, and (4) whether COTH
is fulfilling the objectives set forth by the membership at the Spring
Meeting. Dr. Heyssel felt that this was an outstanding initial effort
on the part of the staff and noted that he had written to Clif Gaus
regarding the inherent weaknesses of the DRG model.

Mr. Colloton maintained that HCFA clearly intends to implement the

DRG model by the end of 1980. He suggested that a collaborative effort
should be considered wherein COTH and HCFA conduct pilot studies of case
mix. Mr. Reinertsen agreed that there was urgency in dealing with this
issue, but did not favor sharing any information with HCFA until the data
can be better verified. Mr. Marylander also felt that it would not be
feasible to work with HCFA productively in the formative stages of the
study, but resources should continue to be devoted to learning more about
the whole issue in order to prepare for future implementation of the

‘ DRG model. In addition, he recommended that the staff paper be widely
distributed among the membership.

Dr. Bentley noted that everyone he and Peter talked to -- large
and small hospitals, state regulators and hospital associations --
believed they would win with case mix and this give him some concern.
Mr. Everhart asked if there were alternatives to the DRG model that had
been explored by anyone. Aside from some conference and workshop level
involvement of some "Big Eight" accounting/consulting firms, staff could
not offer evidence of any investigations of other alternatives. Mr. Colloton
suggested employing a consulting firm to grapple with the problem and
evaluate other methods. Dr. Cooper suggested that RAND Corporation might
be a good choice for such consulting services. '

Document from the collections of the AAMC Not to be reproduced without permission

Following further discussion the board generally agreed that (1) the
"Preliminary Staff Report on Case Mix" should be sent to the COTH member-
ship with a cover letter discussing the future plans for the case mix
study and (2) prior to the COTH annual meeting in November staff should:

-- identify data which can be used to evaluate the DRG's as an
intensity measure for reimbursement;

-- identify researchers/consultants with expertise and an
interest in conducting such an evaluation; and
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-- prepare a list of projects which could be conducted
or sponsored by COTH/AAMC (1) to evaluate present DRG
payment applications and the planned HCFA application
and (2) to develop alternative reimbursement approaches
for tertiary care teaching hospitals.

Liaison” Committee on Continuing Medical Education

Dr. Cooper reviewed this item for the Board. Mr. Colloton asked
Mr. Robinson where the AHA stood on this issue. Mr. Robinson reported
that the AHA supported continuation of the LCCME. Following discussion
the Board decided on the following action:

ACTION: It was moved, seconded and carried that the
Executive Council adopt the policy regarding
LCCME as set forth in numbers 1-3 on page
134 of the Executive Council Agenda.

A Position Paper: The Expansion and Improvement of Health Insurance
in the United States '

Mr. Colloton, a member of the AAMC ad hoc Committee on National
Health Insurance, described the position paper which resulted from that
Committee's review of the AAMC's 1975 policy statement on national
health insurance. The Committee decided to move away from & compre-
hensive national health insurance program toward a policy statement that
promotes the expansion of health insurance in the United States. The
statement addresses three major deficiencies: (1) the coverage gap
which exists relative to basic health insurance for low income Americans;
(2) the inadequacy of health insurance protection for catastrophic illness;
and (3) the need for an accepted minimum standard for basic health insurance
plans. Addressing these deficiencies, the statement calls for expansion and
improvement of Medicaid on a national scale to bring about broader eligibility
of low income people and minimum standardization of the benefit package.
With regard to catastrophic illness, it is recommended that employers be
mandated to provide full-time employees with catastrophic health insurance
meeting certain minimum HEW standards for adequacy of coverage and
eligibility. Commercial insurance firms would form pools to underwrite

catastrophic coverage for self-employed part-time workers and the non-

employed. Finally, it is recommended that an independent certifying

body or commission composed of representatives of insurance carriers,
providers and consumers be established for purposes of placing its "seal
of approval” on minimally acceptable basic health insurance packages. It
is hoped that this would promote the upgrading of inadequate basic plans
and provide a valuable source of additional information.

Mr. Colloton concluded that the statement also addressed the matter
of reasonable reimbursement of physicians and institutional providers,
graduate medical education reimbursement, and lastly the appropriate
use of cost sharing mechanisms in the financing of the nation's health
insurance program. Mr. Colloton believed the paper's one shortcoming is
in this area where he believed there is a lack of emphasis on controlling
the unnecessary demand for medical services through use of deductibles
and co-insurance. He then presented evidence from the research literature
indicating the influence of co-insurance and deductibles on demand.
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Dr. Heyssel indicated concern about mandating that employers provide
catastrophic coverage for full-time employees. Mr. Everhart disagreed
and felt the employer requirement was necessary. Dr. Bartlett believed
that employers should not be subject to such a mandate and felt that
the language on page 72 of the Executive Council Agenda, discussing the
nation's health insurance system as an appropriate mechanism for "replen-
ishing the health manpower pool," did not represent conventional wisdom
on this issue. Following further discussion, the Board generally agreed
that the position paper represented a good start but that some parts need
more attention and modification.

Dr. Cooper indicated that approval of the new position statement
was necessary to replace a former AAMC position on national health

insurance in the event that the Association must testify on national health

insurance before January (1980). He suggested Board approval of the state-
ment with recommendations for improvement and/or changes. The Board dis-
cussed and generally agreed with the three major disparities identified
as persistent in the nation's health insurance system, as set forth on
page 62 of the Executive Council Agenda. Mr. Marylander emphasized that
any expansion of the health insurance system must be contingent on the
existence of a sound financial structure for it and reimbursement under
it. Mr. Reinertsen recommended that the Board agree to abandon the former

AAMC position, agree in principle with the new policy statement, and further

pursue the draft and alter it as necessary for use as official AAMC policy.
There was a division of opinion among the Board members with regard to
the proposed solutions set forth in the paper to deal with the three

identified disparities. Further discussion resulted in the folloiwng action:

ACTION: It was moved, seconded and carried to accept
the following measures with regard to the
Position Paper on the Expansion and Improvement
of Health Insurance in the United States:

- Abandon the 1975 AAMC policy statement
on national health insurance;

- Express agreement with the three major
disparities that persist in the nation's
health insurance system as set forth in the
Position Paper on page 62 of the Executive
Council Agendas.

- Express concern with the "mandating" concept,
the section on co-insurance and deductibles,
and other issues discussed which were noted
by the staff and suggest redrafting of these
positions of the position which would be more
acceptable to the Board; and

- Use this Position Paper as preferable to the
1975 position should it become necessary to
have a formulated AAMC policy prior to the
recommended redrafting.
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Final Report - Specialty Distribution Working Group

Spencer Foreman, M.D., a member of the Working Group on Specialty
Distribution of the Task Force on Graduate Medical Education, reviewed
the final report of the working group which is set forth on pages 76-104
of the Executive Council Agenda. Dr. Foreman indicated that there was
considerable compromise involved in developing the report recommendations.
He felt that the paper had more deficiencies than strengths since there
are conclusions presented without supporting data. He continued that
the paper is an attempt to address specialty distribution through reim-
bursement mechanisms which seem most rational. Dr. Cooper warned that
HEW's alternative could be control by the Secretary of the number of
residencies or some other undesirable arrangement. He said that the
Board's approval of the report in principle was being sought and that a
group of residents will be reviewing this prior to the annual meeting, at
which time the report will be presented to the full AAMC Assembly for
approval. Fo]]ow1ng discussion, the Board generally agreed to approve
the report in principle but raised a number of concerns.

ACTION: It was moved, seconded and carried to approve,
in principle only, the Final Report of the
Specialty Distribution Working Group, with the
understanding that there would be further discus-
sion and modification of the report prior to the
AAMC Assembly meeting in November. In addition,
it is requested that the recommendation on page 95
of the Executive Council Agenda be reworded to more
clearly suggest the provision of incentives to academic
medical centers by third-party payors and governmental
agencies for adjustment of the mix and size of their
graduate programs.

Final Report - Working Group on Financing

Dr. Swanson reviewed this report for the Board, noting that the
posture taken was that graduate medical education should be financed
by third-party payors of all categories in order to ensure necessary
physician manpower in the future.

Mr. Colloton felt that item #2 on page 18 of the document failed to
address the longitudinal involvement of the physician in the care of
a patient throughout his or her stay. He suggested language to read _:
under Special Issues, (1) Compensating Teaching Phys1c1ans, No. 2 on
page- 18 (Lines 14-17) as follows:

2. "Payment of professional fees for service rendered by
graduate medical education faculty should be provided
by third-party payers when the faculty member has
intimately participated with the resident team in the
provision of care to a beneficiary throughout the
course of the beneficiary's hospitalization or clinic

stay."

Dr. Swanson suggested I.L. 372 language here. Mr. Colloton was amenable.
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Mr. Colloton contended that the section under Special Issues, (3)
Financing Ambulatory Care Educational Settings, Allocation of Costs on
Page 25 (Lines 9 on) failed to adequately address the allocation of graduate
medical education costs. He called for the addition of such discussion,
without specifying particular language (i.e., he spoke generally of
GME ‘as a general burden, based on inpatient revenue to the clinics, etc.).
Dr. Swanson agreed with the need for such discussion.

Dr. Heyssel was generally concerned that the paper was argued on
the basis of educational concerns rather than those relating to the
service component. He suggested that the service performed by residents
could be discussed as part of the educational experience. He was
also concerned with statement No. 2 under Capital Costs on Page 8
(Lines 11-13) because he did not believe that decisions on technological
needs should be based on graduate medical education needs.

Under Sources for -Financing Graduate Medical Education, Page 11
(Lines 4-7) Dr. Swanson recommended the following language with which
most Board members concurred: "This view neglects two facts: patients
benefit from the services they receive from residents who care for them
during their educational experiences in teaching hospitals, and 94% of
all hospital revenues are now derived from third-party insurers."

On Page 3 (Lines 5-8) Dr. Knapp called for the deletion of the last
two sentences of the paragraph which ends on lines 5-8 and discusses the
size of resident stipends as noncontroversial. ’

After further discussion, the Board took the following action:

ACTION: It was moved, seconded and carried to approve,
' with modification suggested by the Board,
the final report of the Working Group on
Financing, subject to further action by the
Assembly at the annual meeting in November.

General Requirements Section of the Essentials of Accredited Residencies

Dr. Swanson reviewed the "Essentials," noting that the LCGME has
not as yet had a chance to approve or disapprove the document. He
anticipated that comments would be forthcoming from the LCGME following
its meeting in November.

Mr. Colloton pointed out that at the March 29 COTH Board meeting,
aciton had been taken to delete the word "detailed" from line 15 of
section 1.1.2 on page 36, as well as the first two sentences of that
section. However, the current document showed no evidence of such
changes. Dr. Swanson indicated that he would try to have the changes
incorporated into the document this time.

ACTION: It was moved, seconded and carried to approve
"The Essentials of Accredited Residencies in
Graduate Medical Education" as set forth on
pages 29-49 of the Executive Council Agenda,
modifying section 1.1.2 on page 36 by deleting
the word "detailed" from line 15 and the first
two sentences of that section.
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XV. Final Report - Working Group on Quality

Dr. Anderson reviewed this report and the following action resulted
from Board discussion:

ACTION: It was moved, seconded and carried to approve
the Final Report of the Working Group on Quality
subject to the following changes:

- Principle 2 on page 122 of the Executive
Council Agenda should read: "The institution(s)
should have an appropriate mechanism for an
effective allocation of educational resources
and the evaluation of the quality of each program."

- Line 9 on page 122 should read: "institution(s)
should be of concern to the entire institution.
How institutions. . ."

- The first word on line 10 on page 122 --
"faculties" -- should be deleted.

XIT. Final Report - Ad Hoc Committee on Continuing Medical Education

William Mayer, M.D., Committee Chairman, reviewed the report explain-
ing that changes recommended by the COTH Board at its previous meeting
had been incorporated into the report.

ACTION: It was moved, seconded and carried to approve
the Final Report of the Ad Hoc Committee on
Continuing Medical Education as set forth on
pages 49-60 of the Executive Council Agenda.

The meeting was adjourned at 1:00 p.m.
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ATTACHMENT B

COUNCIL OF TEACHING HOSPITALS @ ASSOC!ATION OF AMERICAN MEDICAL COLLEGES

APPLICATION FOR MEMBERSHIP

Membership in the Council of Teaching Hospitals is limited to not-for-profit --

IRS 501(C)(3) -- and publicly owned hospitals having a documented affiliation agreement

with a medical school accredited by the Liaison Committee on Medical Education.

INSTRUCTIONS: Complete all Sections (I-V) of this application.

Return the completed application, supplementary
information (Section IV), and the supporting
documents (Section V) to the:

Association of American Medical Colleges
Council of Teaching Hospitals

Suite 200

One Dupont Circle, N.W.

Washington, D.C. 20036

I. HOSPITAL IDENTIFICATION

Hospital Name: Allentown and Sacred Heart Hospital Center

Hospital Address: (Street) 1200 South Cedar Crest Blvd.

(City)__Allentown (State) Pennsylvania (zip) 18105

(Area Code)/Telephone Number: ( 215 ) 821-2100

Name of Hospital's Chief Executive Officer: Ellwyn D. Spiker

Title of Hospital's Chief Executive Officer: Administrator

II. HOSPITAL OPERATING DATA (for the most recently completed fiscal year)

A.

Patient Service Data

Licensed Bed Capacity Admissions: 13,114
(Adult & Pediatric
excluding newborn): 396 Visits: Emergency Room: 31,698
Average Daily Census: 328.7 Visits: Outpatient or
Clinic: 38,146
Total Live Births: None



B. Financial Data

Total Operating Expenses: $ 30,181,741

‘ Total Payroll Expenses: $_16.259.127

Hospital Expenses for:

House Staff Stipends & Fringe Benefits: $ 477.727
Supervising Faculty: $___97.500

C. Staffing Data

Number of Personnel: Full-Time:
Part-Time: 308
Number of Physicians: 313
Appointed to the Mospital's Active Medical Staff: 199

With Medical School Faculty Appointments: about 40 - no specific

documentation
Clinical Services with Full-Time Salaried Chiefs of Service (list services):

Emergency Room Medicine (shared with Allentown Hospital)

Pathology Surgery (shared with Allentown Hospital

: Does the hospital have a full-time salaried Director of Medical
' Education?: No

IT1. MEDICAL EDUCATION DATA

A. Undergraduate Medical Education

Please complete the following information on your hospital's participation
in undergraduate medical education during the most recently completed
-academic year:
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: Number of Are Clerkships
Clinical Services Number of Students Taking Elective or
Providing Clerkships Clerkships Offered Clerkships Required
Medicine 12/month 42 Elective
Surgery 10 6 Elective
Ob-Gyn
Pediatrics

Family Practice

Psychiatry

Other:
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Graduate Medical Education

Please complete the following information on your hospital's participation
in graduate medical education reporting only full-time equivalent positions
offered and filled. If the hospital participates in combined programs,

indicate only FTE positions and individuals assigned to applicant hospital.

Positions Filled Positions Filled Date of Initial

Type of Positions by U.S. & by Foreign Accreditation 5
Residency Offered Canadian Grads Medical Graduates of the Program
First Year 2 at ASHHC 2 at ASHHC

Flexible * 4: 2 at AH 4: 2 at AH
20 at ASHHC 20 at ASHHC

Medicine * 27: 7 at AH 27:. 7 at AH 1968-applies to AH
Surgery 16 at ASHHC 9 at ASHHC 4 1940-applies to AH
Ob-Gyn

Pediatrics

Family

Practice

Psychiatry
Other:

Pathology 4 1 1978
Plastic

Surgery 2 at ASHHC 2 1948-applies to AH
Colo-Rectal 1 at ASHHC 1 at ASHHC

2: 1 at SHH _2: 1 at SHH 0 1946-applies to SHH
Vascular Surgery
1 —1 at ASHHC 1 0_

Cardio-Vascular

Disease . __1 at ASHHC
Fellowship

1As defined by the LCGME Directory of Approved Residencies. First Year
Flexible = graduate program acceptable to two or more hospital program
directors. First year residents in Categorical* and Categorical programs

should te reported under the clinical service of the supervising program
director.

2ps accredited by the Council on Medical Education of the American Medical
Association and/or the Liaison Committee on Graduate Medical Education.

*Shared program between Allentown Hospital and Allentown and Sacred Heart
Hospital Center.
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IV. SUPPLEMENTARY INFORMATION

To assist the COTH Administrative Board in its evaluation of whether the
hospital fulfills present membership criteria, you are invited to submit

a brief statement which supplements the data provided in Section I-III of
this application. When combined, the supplementary statement and required
data should provide a comprehensive summary of the hospital's organized
medical education and research programs. Specific reference should be
given to unique hospital characteristics and educational program features.

V. SUPPORTING DOCUMENTS

A.

.B.

When returning the completed application, please enclose a copy of the
hospital's current medical school affiliation agreement.

A letter of recommendation from the dean of the affiliated medical school
must accompany the completed membership application. The letter should
clearly outline the role and importance of the applicant hospital in the
school's educational programs.

Name of Affiliated Medical School: University of Pennsylvania

Dean of Affiliated Medical School: Fdward J. Stemmler. M.D.

Information Submitted by: (Name) Gary Steinberg

(Title) Associate Administrator

jef Executive Officer:

(Date) 7’/.?’2;
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ALLENTOWN AND SACRED HEART HOSPITAL CENTER
A Joint Venture of the Allentown Hospital and the Sacred Heart Hospital
P.O. Box 689 e 1200 South Cedar Crest Boulevard, Allentown, Pennsylvania 18105

Iv.

SUPPLEMENTARY INFORMATION

Allentown and Sacred Heart Hospital Center is one of three allopathic
hospitals located in Allentown, Pennsylvania. It is a 396 bed
community and tertiary care center which provides residency training,
elective rotations, and fellowship training programs in' cooperation
with Allentown Hospital and Sacred Heart Hospital. These training
programs were planned and established as affiliated programs because
all A&SHHC physicians are staff members at either one or both of the
other allopathic hospitals in Allentown. Al1l three hospitals jointly
sponsor graduate medical training in the Allentown area. All three
hospitals have a major affiliation with the University of Pennsylvania
School of Medicine. This letter summarizes A&SHHC's specific
commitment within this joint effort of graduate training.

‘The residencies programs in general surgery, plastic surgery, and

pathology are based at A&SHHC. Allentown Hospital is the base
institution for the flexible PGY-1, medicine, and obstetrics/gyne-
cology residency programs. The residencies in family practice,
diagnostic radiology, and colo-rectal surgery are based at Sacred
Heart Hospital.

Elective rotations in anesthesiology are offered at all three
hospitals. Elective rotations in psychiatry and pediatrics are
offered at Allentown Hospital, while Sacred Heart Hospital offers a
rotation in ophthalmology and otolaryngology.

Fellowships in general internal medicine, vascular surgery, and
cardio vascular diseases are offered by A&SHHC, while Allentown
Hospital offers fellowships and programs in hematology, medical

- oncology, gastroenterology, and infectious diseases.

Since there is no full-time salaried director of medical education,
the individual program directors are responsible for graduate
medical training.

A11 responses to questions in the application pertain to A&SHHC
unless otherwise indicated. A letter of recommendation from

Dr. Edward Stemmler, Dean of the School of Medicine at the University
of Pennsylvania accompanies this application.

Attachments:

September 13, 1979




UNIVERSITY of PENNSYLVANIA MEDICAL CENTER

. ' _ PHILADELPHIA 19104

The School of Medicine G3 In. Response Refer to:
Office of the Dean

September 17, 1979

Gary Steinberg

Associate Administrator
Allentown and Sacred Heart
Hospital Center

P.O. Box 689

1200 South Cedar Crest Boulevard

Allentown, Pennsylvania 18105

Dear Mr. Steinberg:

I am delighted to write a letter of support for your
application for membership in the Council of Teaching
Hospitals. of the Association c¢f American Medical Colleges.

‘ ' Your Institution has demonstrated through its program
development and clear commitment to education that it not
only deserves membership but it will enhance the membership
of that distinguished organization. The Allentown and
Sacred Heart Hospital Center maintains a strong affiliation
with the University of Pennsylvania School of Medicine. Your
center has helped to increase the educational and research
capability of the School of Medicine through its strong
leadership-and effective undergraduate and graduate educa-
tional programs conducted in association with us.

Singerelv vours,
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Edward J. Stemmler, M.D.
Dean

EJS/1p
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ATTACHMENT C

APPLICATION FOR MEMBERSHIP

COUNCIL OF TEACHING HOSPITALS e ASSOCIATION OF AMERICAN MEDICAL COLLEGES

Membership in the Council of Teaching Hospitals is limited to not-for-profit --
IRS 501(C)(3) -- and publicly owned hospitals having a documented affiliation agreement
with a medical school accredited by the Liaison Committee on Medical Education.

INSTRUCTIONS: Complete all Sections (I-V) of this application.

Return the completed application, supplementary
information (Section IV), and the supporting
documents (Section V) to the:

Association of American Medical Colleges
Council of Teaching Hospitals

Suite 200

One Dupont Circle, N.W.

Washington, D.C. 20036

' I. HOSPITAL IDENTIFICATION

Hospital Name: Mosés H.:Cone . Memorial Hospital -

Hospital Address: (Street) 1200 N. Elm Street

(City) Greensboro (State) N. C. (Zip) 27420

(Area Code)/Telephone Number: ( 919 ) 379-3900

Name of Hospital's Chief Executive Officer: Harold L. Bettis

Director

Title of Hospital's Chief Executive Officer:

II. HOSPITAL OPERATING DATA (for the most recently completed fiscal year)

A.

Patient Service Data

Licensed Bed Capacity Admissions: 15,504
(Adult & Pediatric :
exc1ud1’ng newbor‘n):. 483 Visits: Emergency Room: 50,307
Average Daily Census: 345 Visits: Outpatient or
Clinic: 21,742
Total Live Births: 2,345




Financial Data

Total Operating Expenses: $ 23,344,706

‘ Total Payroll Expenses: $ 13,067,114 .

Hospital Expenses for:

House Staff Stipends & Fringe Benefits: §$ 167,180
Supervising Faculty: $ 153,699

C. Staffing Data

Number of Personnel: Full-Time: 1,344
Part-Time: 150

Number of Physicians:

Appointed to the MHospital's Active Medical Staff: 209
With Medical School Faculty Appointments: 103

Clinical Services with Full-Time Salaried Chiefs of Service (1ist services):

Anesthesia

Does the hospital have a full-time salaried Director of Medical
. Education?: Yes '

ITI. MEDICAL EDUCATION DATA

A. Undergraduéte Medical Education

Please complete the following information on your hospital's participation
in undergraduate medical education during the most recently completed
academic year:

Number of Are Clerkships
Clinical Services ~ Number of Students Taking Elective or
Providing Clerkships Clerkships Offered Clerkships Required
Medicine 60 60 Required

Document from the collections of the AAMC Not to be reproduced without permission

Surgery

Ob-Gyn

3 - . N d
Pediatrics . 24 12 Require

-Family Practice 9 6 Required

Psychiatry

cher:
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Graduate Medical Education

Please complete the following information on your hospital's participation
in graduate medical education reporting only full-time equivalent positions

offered and filled.

If the hospital participates in combined programs,

indicate only FTE positions and individuals assigned to applicant hospital.

Positions Filled

Positions Filled

Date of Initial

Type of Positions by U.S. & by Foreign Accreditation
Residency Offered Canadian Grads Medical Graduates of the Program2
First Year

Flexible

Medicine 13 8 1973
Surgery

Ob-Gyn

Pediatrics 9 - 4 1973
Family

Practice 21 - 20 1970
Psychiatry

Other:

1As defined by the LCGME Directory of Approved Residencies. First Year

Flexible = graduate program acceptable to two or more hospital program
First year residents in Categorical* and Categorical programs
should be reported under the clinical service of the supervising program

directors.

director.

2As accredited by the Council on Medical Education of the American Medical
Association and/or the Liaison Committee on Graduate Medical Education.
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IV. SUPPLEMENTARY INFORMATION

To assist the COTH Administrative Board in its evaluation of whether the
hospital fulfills present membership criteria, you are invited to submit

a brief statement which supplements the data provided in Section I-III of
this application. When combined, the supplementary statement and required
data should provide a comprehensive summary of the hospital's organized
medical education and research programs. Specific reference should be
given to unique hospital characteristics and educational program features.

V. SUPPORTING DOCUMENTS

A. When returning the completed application, please enclose a copy of the
hospital's current medical school affiliation agreement.

B. A letter of recommendation from the dean of the affiliated medical school
must accompany the completed membership application. The letter should
clearly outline the role and importance of the applicant hospital in the
school's educational programs.

Name of Affiliated Medical School: University of North Carolina
Dean of Affiliated Medical School: Stuart Bondurant, M.D.
. Information Submitted by: (Name) Leonard J. Rabold, M. D.

(Tit]e) . Director of Education

spital's Chief ive Officer:

(Date) September 5, 1979
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THE Moses H. CoNE MEMORIAL HosPiTAL

GREENSBORO. NORTH CAROLINA 27420

September 27, 1979

James D. Bentley, Ph.D.

Department of Teaching Hospitals
Association of American Medical Colleges
One Dupont Circle, N.W., Suite 200
Washington, D.C. 20036

Dear Dr. Bentley:

Recently Moses H. Cone Memorial Hospital submitted an application for
membership in the Council of Teaching Hospitals. In preparing the applica-
tion I inadvertently omitted the Dermatopathology Residency and therefore
would like to add the following addendum to Part III, Section B of Graduate
Medical Education:

Type of Residency Dermatopathology
Positions Offered 2

Positions Filled by U.S. and
- Canadian Graduates 1

Positions Filled by Foreign
Medical Graduates : 0

- Date of Initial Accreditation July 1, 1977

I would also like to submit additional information that may be perti-
nent. Since 1973 this hospital has continuously maintained an affiliation
with the Bowman Gray School of Medicine. The purpose of this affiliation is
to provide training for third and fourth year residents from the Orthopedic
Residency Training Program of that institution. Two orthopedic residents
are assigned to Moses H. Cone Memorial Hospital and their entire salary is
paid by this hospital. ’

Under Part II, Section C there should be an addendum to indicate that
there is a full-time salaried Chief of Respiratory Service. This Pulmonary
Medicine physician has a very active teaching role in the residency training
program.
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For at least eight years Cone Hospital had a full-time salaried Chief
who operated the Heart Catheterization Laboratory. In addition he was a
specialist in Pediatric Cardiology and made a valuable contribution to
graduate medical education. Due to his untimely death this position is now
open. There is an active search committee interviewing potential candidates
for the vacancy.

' I hope this additional information will help in the evaluation of
Moses H. Cone Memorial Hospital's application to the Council of Teaching
Hospitals. Please accept my apologies for the incomplete information on the
original application.

Yours sincerely,

el | AL

Leonard J. Rabold, M.D.
Director of Education

LJR:1mm

cc: Mr. Dennis Barry
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THE UNIVERSITY OF NORTH CAROLINA
AT
CHAPEL HILL

Office of the Dean The University of North Carolina at Chapel Hill
The School of Medicine MacNider Building 202 H
September 7, 1979 Chapel Hill, N.C. 27514

Mr. Richard Knapp, Executive Director
Council of Teaching Hospitals
Association of American Medical Colleges
Suite 200

One Dupont Circle, N.W.

Washington, DC 20036

Dear Dick:

I am pleased to support the application of the Moses H. Cone Memorial
Hospital in Greensboro, North Carolina for membership in the Council of
Teaching Hospitals. Our College of Medicine has had its longest standing
affiliation with this fine institution dating back to 1967. It is also
the community hospital in which we had our first off-campus tenured full-
time medical faculty member.

The Moses Cone Hospital continues an active affiliation with our

College through the Area Health Education Centers Program. We rely heavily
on the Hospital in our medical education program. Several of our second

year medical students receive a portion of their physical diagnosis course
there. The Hospital also hosts third year medical students serving a portion
of the important internal medicine clinical clerkship off-campus. In ad-
dition, there are at least two fourth year medical students in pediatrics

and two in internal medicine doing acting internships in the Hospital at all
times. There are a variety of clinical electives as well for our students.

In support of these medical student rotations, we have ten full-time
tenure track medical faculty based in the Hospital. These men and women
are tangible evidence of the strong affiliation we have with the Moses H.
Cone Memorial Hospital.

As strong as these ties are, I expect they will be further strengthened
by the recent recruitment of Mr. Dennis Barry to become the new executive
director of the Hospital. Certainly the long-standing -support- of the Hos-
pital's Board of Trustees and its medical staff -also indicates that we an-
ticipate a long and continuing relationship.




UNIVERSITY OF NORTH CAROLINA AT CHAPEL HILL

SCHOOL OF MEDICINE
. PAGE 2

I look forward to the Hospital's admission to the Council on Teaching

Hospitals.
¢
Sincerely,
Stuart Bondurant, M.D.
SB/pw

Document from the collections of the AAMC Not to be reproduced without permission
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DESCRIBING THE TEACHING HOSPITAL?
ALTERNATIVES FOR COTH ACTIVITIES

October, 1979

James D. Bentley, Ph.D.
Peter W. Butler, M.H.S.A.

Department of Teaching Hospitals
Association of American Medical Colleges
One Dupont Circle, N.W.
Washington, D.C. 20036

ATTACHMENT D
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BACKGROUND

At the COTH Spring Meeting, participating members recommended that the

AAMC/COTH sponsor or conduct a study (or studies) to q&antify the intensity

of patient care and the costs of education programs provided in teaching
hospitals. This recommendation was supported by the COTH Administrative

Board and the AAMC Executive Council. As a first step, staff were directed
- to develop a state-of-the-art paper on approaches to quantifying patient in-
tensity and an annotated bibliography on educational costs. The first version
of the intensity paper, "Case Mix Measures and Their Reimbursement Applications:
A Preliminary Staff Analysis," was provided to the COTH Administrative Board

at its September meeting and the Board recommended that staff:

‘ -- identify data which can be used to evaluate the DRG'sS as an
: intensity measure for reimbursement;

identify researchers/consultants with expertise and an
interest in conducting such an evaluation; and

prepare a list of projects which could be conducted or
sponsored by COTH/AAMC (1) to evaluate present DRG payment
applications and the planned HCFA application and (2) to
develop alternative reimbursement approaches for tertiary
care teaching hospitals.

This paper responds to the Board's recommendations (1) by summarizing the
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research activities of others and (2) by suggesting several possibilities for

COTH-sponsored activities.
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ON-GOING CASE MIX RESEARCH

Case Mix Measures

Since the preliminary staff report was presented at the September COTH

- Administrative Board meeting, four developments in case-mix measurement have

occurred. First, Yale University researchers -- Robert Fetter, John Thompson,
and Richard Averill -- have received a grant from the Health Care Financing
Administration to reformulate the diagnosis related groups using: the new
ICD-9-CM coding convention; a nationwide data base maintained by the Commission
on Professional and Hospital Activities, Virgil Slee, President; and the
clinical advisory panels developed and organized by the Commission on
Professional and Hospital Activities. This project is designed to ensure
that DRG's are available for hospitals and programs using ICD-9-CM and to
increase the professional acceptability of DRGs. |

The National Center for Health Services Research is launching an intra-
mural Hospital Cost and Utilization Project under the direction of Mark Horn-
brook, Ph.D.. The objective of the study is to develop an economic model by
quantifying the sources of cost differences between hospitals. For the 410
hospitals included in the study, the data base includes a year of discharge
abstracts, -a year of -patient charge data, Medicare cost reports, and information
describing the hospital itself. As a case mix measure in his model, Dr. Horn-

brook would;pfefér:to use the :disease staging techniques developed by Syste-

Metrics. .He appears willing to-use:Center funds to complete disease staging

as a.case.mix measure.
The diagnosis related groups developed at Yale and the disease staging
system developed by .SysteMetrics. are essentially clustering schemes for grouping

diagnoses. While the procedures used to establish the clusters are quite

fa Al near AR
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different, with DRG's using length of stay homogeneity and disease staging
using the natural history of disease states, it is possible that the final
clusters created by both approaches are relatively similar. To examine and
evaluate this possibility, the Health Care Financing Administration has
contracted with the Commission on Professional and Hospital Activities (Ann
Arbor, Michigan) to study the similarity of the distribution of a set of PAS
discharge abstracts using three categorizing schemes: DRG's, disease staging,
and the PAS (A) list.* When completed next spring, the study will establish
empirical estimates of the differences between the systems.

Since July, Susan Horn, Ph.D., of Johns Hopkins, and perhaps others, have
developed a technique for weighting cases within a DRG using the patient's
age, stage of disease, and response to therapy. The system establishes four
subgroups for each DRG and is reported to significantly reduce the variation
in costs within each category. Staff pTan to meet Dr. Horn on October 26th to

discuss this development.

Case Mix Applications

The New Jersey reimbursement experiment uses DRG-specific rates to reim-
burse selected hospitals. While participation is currently voluntary, the
state plans to mandate its use in 26 hospitals in 1980. The Health Research
and Educational Trust of New Jersey, an affiliated organization of the New
Jersey Hospital Association, is presently conducting an evaluation of the

state program. The evaluation, directed by J. Joel May, has arm advisory council

* The PAS (A) list groups diagnoses by ICDA code, age, sex, and the presence
or absence of surgery. ' :

RETVIVIRLIE S Ny
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to promote objectivity which includes the New Jersey Commissioner of Health,
the Hospital Association President, the State Representative and State Senator
who Chaired committees that legislated cost containment, the President of the
State Medical Society, and Herman Somers of Princeton University. In the two
and one-half year project, the following issues will be examined:

¢ the statistical stability of the DRGs,

® the symmetry of the length of stays in a DRG,

e the allocation of costs to the DRGs,

o the quality and accuracy of discharge abstract data,

e the alternatives for computing DRG rates,

® the procedure for regrouping DRG's to account for changes in
practice patterns,

.o the impact of the DRG rates on individual hospitals,
6 the cost of operating the state system, and
o the cost/benefit implications of the system.
As designed, the project staff will include state employees, hospital association
employees, contract professionals, and employees of the audit and consulting

staffs of one of the nation's "big eight" public accountants.

Cost Accounting on a DRG Basis

Concerned that ‘present cost accounting systems are so aggregated and
charge oriented that they idc not permit an ‘accurate determination of the costs
per DRG, researchers at the University of Pernsyivania =~ Steven Finkler, Ph.D.,
Sankey Williams, M.D.; and John Eisenberg, M.D. -- are developing a detailed
cost accounting of three DRG's. (one medical, one surgical, and one psychiatric)
at a single hospital. The method they are using combines samp11ng,.management

engineering, and accounting. The objective of the study is to test the




Document from the collections of the AAMC Not to be reproduced without permission

feasibility of the method and to compare its cost estimates for the DRGs with
estimates developed using present accounting practices.

In a project similar to that proposed by the Pennsylvania researchers,
the I1linois Hospital Association and Ernst and Whinney have used management
engineering techniques to develop a method establishing DRG specific costs
at three hospitals: Evanston Hospital, Christ Hospital, and Katherine Shaw
Bethea Hospital. The project accepts the Yale definition of the 383 DRGs and
computes standard costs and standard times for activities used to care for
patients in each DRG. The basic unit for the research-'project is the patient
care unit (PCU), defined as a discrete service provided to patients. Examples
of PCUs include individual X-ray procedures, individual lab procedures, individual
therapy procedures, and individual -days on-a patient unit. With a completed
1ist of over 2,000 PCUs, the project has attempted to identify the labor,
material, department overhead, and hospital overhead costs associated with
production of each PCU at each of the test hospitals.

Once the PCU time standards are computed.for each hospital, standard costs
for the individual labor services, materials, and overhead elements are
determined using a hospital's actual costs. Average costs for a DRG are
determined by aggregating the standard costs of the PCUs provided to a patient
in that DRG. When completed, the approach could be used by hospitals in New
York or New Jersey to test the cost allocation methods proposed for the DRG

systems in those states.
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Teaching Hospital Comparisons

The issue of the cost of services provided in teaching hospitals is
beginning to draw attention from university researchers. In a proposal

limited to inpatient costs, researchers at New York Hospital - Cornell Medical

- Center -- Hirsch Ruchlin; George Reader, M.D.; Livingston Farrand; Mary Goss,

Ph.D., and David Thompson, M.D. -- are submitting a grant application to

. the National Center for Health Services Research to compare teaching and non-

teaching hospitals. The study, which would use diagnostic. and cost data from
New Jersey and Maryland, would explore the following questions:
@ do teaching hospitals treat a more severely i11 population?

¢ when adjusted for case mix, is the length of stay longer in
teaching hospitals?

@ when adjusted for case mix, .is ancillary service utilization
greater in a teaching hospital?

e when adjusted for product mix, are departmental costs greater
in a teaching hospital?

® 1is the quality of care higher in a teaching hospital? and

o does a hospital's participation in medical education programs
increase or decrease its financial viability?

The grant application, in the amount of $420,000 (direct cost), is being sub-
mitted to the National Center about November first... The AAMC has provided the
researchers with a promise to help obtain COTH member participation in the
study, see Attachment A.

In. a grant application -for.-$500,955 submittad to .the. Robert Wood Johnson

-in: July, Brandeis ‘University researchers: -= ied by Stuart Altman, Ph.D. and

Joanna Lion, Ph.D. -- propose a study comparing the cost of hospital-based
and office-based ambulatory care. As proposed,. the study will compare the

mix of cases treated in hospital and office practices, the impact of mandatory
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facility and operating costs, bad debts) upon hospital-based ambulatory care.

and elective cost allocation procedures for ambulatory hospital services, and
the impact of situation costs (e.g., medical education, social services,
Thus, while the study's primary objective is not a comparison of teaching
and non-teaching hospitals, the dominance of teaching hospitals in the pro-
vision of hospital-based ambulatory care will permit analyses and conclusions

concerning the role and cost of teaching hospitals.

Recommendation

Several research efforts are presently underway or proposed for funding
which will expand available case mix: measures, evaluate a major case mix
reimbursement application, establish procedures for.cost accounting on a case
mix basis, and compare teaching hospitals with.their non-teaching counterparts
or office based practices. Each of these efforts is being conducted by
experienced investigators, and most involve advisory or steering committees
of affected parties. Therefore, it is recommended:

o that AAMC staff establish and maintain liaison with each of the
projects described in this section,

o that the AAMC consider supporting one or more of these projects
only if

--relatively small amounts- of money are needed for project
start-up or continuation between other sources of funds,

--special analyses of importance to teaching hospitals are
identified but unfunded by other sources, or

--funds are needed to communicate research findings to affected
hospitals or public policy makers.
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POSSIBLE COTH PROJECTS

Based on the workshop discussions at the 1979 Spring Meeting, staff
believe most members would like the AAMC to sponsor a study with two object-
ives: first, to once and forever identify the cost differences between
teaching and non-teaching hospitals and, second, to divide any such difference
into costs resulting from differences in the product produced, including
medical education, the intensity of patient care, and the scope of services.

Staff do not believe such a study is feasible at this time because broadly

- accepted procedures for quantifying the educational and case mix impacts do

not exist., Moreover, several third party payors and hospital chief financial

officers believe the benefit of such a study is illusionary. Because the

- identification of differences would be based on present day operating practices,

- they believe the study findings would simply shift the debate from a challenge to

demonstrate differences to a challenge to justify them. Therefore, in lieu of

an all encompassing study, staff are suggesting several more modest research

alternatives for the Board's consideration and evaluation.  ‘Following favorable

‘Board action on one or more of these proposals, staff would work to develop

or solicit a completed proposal, with budget, by the Executive Council's

January meeting.

A Reference Boqk‘for Describing Teaching Hospitals

In its annual survey, the.American Hospital Association.gathers service,

facility, utilization, :financialys and personnel data ot 11.S. Haspitals. To

- date, information provided by this:survey has not-been used in the AHA's

statistical supplement to describe teaching hospitals and to compare them with

their non-teaching-counterparts. Therefore, it is suggested that COTH, using

the AHA data, could prepare and publish_a statistical compendium comparing
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teaching and non-teaching hospitals. The compendium, 1imited to short-term
general and specialty hospitals, could have the format shown in Figure 1 and
could include variables from the AHA survey as shown in Figure 2. The

completed tables would be distributed to all COTH members.

A Tabulation of Medicare Cost Report Data

The exceptions procedure for Medicare routine service limitations has
been difficult for hospitais to use because they.lack comparative data on the
hospitals with which they are grouped. As a result, hospitals seeking
exceptions cannot demonstrate either the norm for their group or their
difference from such a norm. The AAMC probably could not obtain cost report
data on all teaching and non-teaching hospitals in a:HCFA.category. It would
be possible to obtain copies of cost reports only from COTH members and to
use that data to prepare statistical description for COTH-members in the largest

three bed size categories as shown in Figure 3. The initial publication of

such data could include either the components of routine costs or the

components of all costs. In addition to its potential usefulness for Medicare
exceptions, the report would be partially responsive to the frequent member

requests for typical cost data on teaching hospitals.

A: Data Base on Case Mix and Per Case Costs

The case mix reimbursement experiments underway in .New York and New Jersey
and HCFA's plan to use case mix in setting hospital payment Timitations have
stimulated an interest among some COTH members in comparing their case mix
and case-specific costs with those of other teaching hospitals. This has been

difficult because no case mix data base for teaching hospitals exists. There-




' .‘“"

Figure 1

Basic Format for Summarizing Teaching and Non-Téaching Hospitals

Descriptive

Value .. Non-Teaching Hospitals 3 Teaching Hospitals
(ExampTes ‘ ’ P R S e
from Fig. 2) Pronrietary NonProfit and Governmental Limited . Major Medical Center = Childrens

1CU Beds per
Hospi tal

Payroll

- Expenses per
Adjusted
Patient day

-0'[ ‘_

FTE Residents
per admission
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Figure 2

: Possible Variables for Hospital' Comparisons

A REPORTING PERIOD
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AMERICAN HOSPITAL ASSOCIATION
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AHA NUMBER
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Figure 3

Costs Allocated to the Inpatient Routine Cost Center

Medicare

Percentile for COTH Member Hospitals
Category

Depreciation: - Depreciation: Employee

- - Bill & Fixtures . Movable Equipment ‘Health & Benefit
- 50%ile = 70%ile 50%i1e 70%iTe ~ 50%iTe 70%i1e

100-404 beds

.405-684 beds

685 or more beds
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fore, one project which COTH could undertake would be to construct a case mix
data base from a sample of members (1) able to supply discharge abstracts on
all patients for a given year, (2) able to supply detailed patient bills for
patients included in the discharge sample, and (3) willing to submit financial
and cost data using a standardized cost reporting procedure.. Once constructed,
the data base could be used (1) by:sampled and other participating hospitals
to compare similarities in case mix and costs per case and (2) by AAMC staff
to approximate the financial <impact of various<case-specific reimbursement
experiments. The project would undoubtedly be costly, would require sampled
hospitals to contribute substantial amounts of in-kind services, and would
probably require subscription or user fees for. hospitals seeking to use the

data base.

Examining the HCFA Methodology !

Document from the collections of the AAMC Not to be reproduced without permission

The methodology which has been developed by the Health Care Financing

Administration to include case mix in Medicare payment limitations makes a

-number of assumptions which do not appear to have been examined:

o HCFA is using a 20% sample of Medicare discharges to compile its
case intensity index. While previous studies have shown that
this sample is adequate for national data comparisons, no one
has assessed whether a 20% sample of Medicare discharges provides
.an unbiased estimate of a hospital's case mix.

01 The HCFA approach will weigh each DRG by an-index representing
- the average cost of treating that DRG across all hospitals.
-Essentially, the index-becomes a relative value scale for the
DRG and 7its validity depends upon- the consistency of the
rank ordering, by cost, of the DRGs across hospitals. To date,
no one has examined the consistency of these rank orderings.

. e The HCFA methodology assumes insignificant year-to-year changes
- in the case mix of a hospital's Medicare patients. If this is
untrue, HCFA needs either to-adopt a high threshold for the
ceiling or to set the final ceiling for a hospital retrospectively.
Without empirical evidence on year-to-year changes, HCFA will
~ adopt neither a high threshold nor year-end adjustments.

~

B ey
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To provide answers for these issues, COTH could solicit and fund requests for
proposals from established researchers who have been active in case mix
research and its reimbursement applications (e.g., Jack Cook, formerly of the
Maryland Cost. Commission; Susan Horn of Johns Hopkins; Don Simborg of the

University of California, San Francisco).

Workshops to Educate the Membership

Across the country, -it appears that hospitals know relatively little
about the characteristics and limitations of existing case mix measures or

their use in reimbursement applications. To increase the case mix awareness

.of teaching hospitals, COTH could sponsor a two day workshop with selected

outside speakers. Workshop topics would include descriptions of the case mix

- measures, reviews of the reimbursement experiments, discussions of the major

-alternatives which must be faced in designing a case mix reimbursement program,

and presentations on steps hospitals can take to prepare for case mix reimburse-
ment. Depending upon the detail desired, the workshops could be held for CECs
and administrative associates, chief financial officers, medical records

personnel, and/or clinical service administrators.

A "Think Tank" Conference on Reimbursement

Case mix reimbursement systems using prospective rates seem to be the
newest direction being emphasized for hospital: payment. . To date; most of the
applications involve public payors who have previously reimbursed hospitals
on a cost basis. COTH could contribute to the development of case mix thinking

by sponsoring a "think tank" conference on_weimbUrsement; Conference attendees
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could include a limited number of attendees representing teaching hospitals,
HCFA, Medicaid programs, private payors, rate setting authorities, and
researchers. The conference agenda could focus on a series of prepared

papers and discussion sessions -addressing the identification of high priority

research items, the assessment of alternative reimbursement experiments, and

the selection of payment incentives (and risks) which are acceptable to

hospitals and payors.

SUMMARY

At September's meeting of the .COTH Administrative Board, staff presented

a report on case mix measures~and their reimbursement appiications. This

paper extends: that report by.-briefly describing ongoing case mix research and

by identifying several activities which COTH could undertake to make available

data comparing teaching and. non-teaching hospitals, to develop a data base on
teaching hospital.case. mix,  to investigate major assumptions in HCFA's case

mix methodology, to. establish a workshop on developments in case mix, and to

conduct a conference on future directions in hospital payments. It is requested
that the Board evaluate these alternatives for COTH action and suggest additionatl

- ideas: at- its November 5th breakfast.
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Prepared by: £
B

‘Date:

ATTACHMENT A

October 11, 1979

"Hirsch S. Ruchlin, Ph.D.

Professor of Economics in
Public Health

- The New York Hospital-

. Cornell Medical Center
525 East G8th Street
New York, New York 10021

Dear Br. Ruchlin:

As you know, teaching hospitals -- because of their activities in medical

education, supervised research, and tertiary care patient services -- fulfill

a critically important and indespensible role in the nation's health care
system. In spite of the importance of this role, there has been no empirical
study which comprehensively describes and quantifies the patient care and cost
di fferences among teaching hospitals and between teaching and non-teaching
hospitals. As planning agencies struggle with resource allocation decisions

and as third-party payors establish programs to limit hospital revenues, a
comprehensive comparison of teaching and non-teaching hospitals is needed to
help promote informed and realistic public policies, The study your propose,

{f conducted in Maryland or in Maryland and MNew Jersey, would provide a signifi-
cant contribution to our understanding of the patient role and cost. differences

" between hospitals. Therefore, if the National Center for Health Services

Research funds your proposal, the AAMC would work through the members of its
Council of Teaching Hospitals to obtain full member participation and
cooperation in this study.

Sincerely,
Original sign~d
JOAL DL SONET MDYy

John A.D. Cooper, H.D.

Ps
4 .

:-,\}\ l/ //) s )
._/ .

N
L 7

‘Reviewed by:

OFFICE SURNAI4GE DATE |{ OFFICE SURNAME

Z,E U U: E @ @ BD W - SO R f_'_‘_j_ffj_f_'_'ff_f_f_fffff
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COUNCIL OF TEACHING HOSPITALS
ANNUAL MEETING, NOVEMBER, 1979

COTH Institutional Membership Meeting and General Session,

Monday, November 5, 1979, 1:00 p.m. - 4:00 p.m.
AGENDA
TRANSCRIPT OF PROCEEDINGS
GENERAL SESSION - 2:00 - 4:00 p.m.

CONFLICT: CONTINUING ADVANCEMENT IN MEDICAL
TECHNOLOGY AND THE QUEST FOR COST CONTAINMENT

"What's Ahead In The Medical Technology
Explosion"

Barry Weinberg

Channing, Weinberg & Co., Inc.
950 Third Avenue

New York, New York

"The Government's Planned Approach to Technology:
Efficacy Evaluation, Utilization Standards, And
Reimbursement of Resulting Services"

John R. Ball, M.D., J.D.

Senior Policy Analyst

Office of Science and Technology Policy
Executive Office of the President
Washington, D.C.

COTH NOMINATING COMMITTEE REPORT, David L. Everhart

COTH CHAIRMAN'S REPORT, 1978-1979, Robert M. Heyssel, M.D.,

(To COTH & Assembly)

STAFF REPORT, To COTH Membership, Richard M. Knapp, Ph.D.

SELECTED ACTIVITIES - Department of Teaching Hospitals,
October, 1978 - November, 1979

TAB

[op}
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II.

ITI.
V.

VI.
VII.
VIII.

COTH INSTITUTIONAL MEMBERSHIP MEETING
Monday, November 5, 1979
: Ballroom W
Washington Hilton Hotel
Washington, D.C.
1:00 p.m. - 2:00 p.m.

AGENDA
Call to Order - Introductions Robert M. Heyssel
COTH Chairman
Executive Vice President & Director
The Johns Hopkins Hospital
Report of COTH Staff James I. Hudson, M.D.

Director
Department of Health Services

Richard M. Knapp, Ph.D.
Director
Department of Teaching Hospitals

Report of the COTH Chairman

Report of the COTH Nominating David L. Everhart, Chairman
Committee and Election of Officers COTH Nominating Committee

Presentation of Awards
Installation of Incoming Chairman
New Business

Adjournment

COTH GENERAL SESSION
2:00 p.m. - 4:30 p.m.

CONFLICT: CONTINUING ADVANCEMENT IN MEDICAL
TECHNOLOGY AND THE QUEST FOR COST CONTAINMENT

"What's Ahead In The Medical Technology Explosion?"”

Barry Weinberg

Channing, Weinberg & Co., Inc.
950 Third Avenue

New York, New York

"The Government's Planned Approach to Technology:
Efficacy Evaluation, Utilization Standards, And
Reimbursement of Resulting Services"

John R. Ball, M.D., J.D.

Senior Policy Analyst

Office of Science and Technology Policy
Executive Office of the President
Washington, D.C.
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ASSOCIATION OF AMERICAN MEDICAL COLLEGES

3

" COTH 'Institutional Membership Meeting

Reel l‘

Washington Hilton
Washington, D. C.

November 5, 1979

PRO-TYPISTS, INC.
PROFESSIONAL TRANSCRIPTION SERVICE
AREA CODE 202 3847-5395
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MR. T -- head of our Division of Health

Services. John -Cooper, i,think,VWOuld like“£o7éay,a few”words,

I think’Jéhnfhas to 1éé§g.m

MR. CQQPEﬁ: Thénk youvvéry‘much.afl'm not goingato
give a long'speéch 6f gloom and dbom to féllow,up whaﬁ'yél
heard this ﬁorﬁiﬁg;' I did wéntrto}take thié‘chaﬁée'tSthank

the COTH, its membership and itsbvery impreSSiVe‘chairmén.and

-board for all the contributions that they héve“madetto~ther‘.,

Association during this past yeafl' They havé;.I must say,.

represented you very ably in -the ‘development offpolicy énd the
consideration of issues within the Association.
o They've\been very busy working with the other parts

of the Association'in,trying‘Ed,get some resolution to the.

'serious which have been impoéed on;the teéching hosﬁitéls'by

“Section 223, and thé_hospital‘case mix; And. the resultsfofr

the spring ﬁeeting bflthé COTﬁ haéipdt us onﬂgl——thas‘céuéedwﬂ‘
ug to establish a.pfégfam ofiverf carefﬁl'considerétionyéfVail
the/apprQaéﬁéé'that_are being uééd'around thé?country4ih aptemé
ing to méaSurelca%e mix éé;that pbééibiy wevcan‘fiﬂd”a QaYﬁfo
get ere adequaté féimbﬁrSementufor the kind'of cafewﬁhat:ﬁe
give in the teachiqg;seftiqg, ‘

~ The COTHQﬁembersﬂhave also been adtivély involved |

in Association cbmmitﬁeeswaﬂd taskforces. In addition, many

you have actively supported the Association ‘with Congréssion
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contacts and letters and comments on the various regulatioﬁs';
that have been proposed during the year. This_kindVOf‘paﬁtici—

pation keeps the COTH»vibrant and helps-gnsure'that goVefhment

Offiéialsitake due cqgnizancé of;fhe teacﬁihg hospitai‘inf
setting policies. ”

| .Las£1§;11 wou1d iiké:you’to knéw £ﬁaﬁ i béiievéuén
esséntial iﬁgfedient»Of'a.sﬁrong ﬁediéal ceﬁﬁériig a éound,
well run, financiallyvéiable hos?ital, meetiné'thé_néédsﬁ@f
itsibétiepts, asyDave Rogérs pointed Qutithis’moréing, 'Thé_COT
is essential to thevviabiiity and the vitaiify of thégéféCaf;f
demic medical centers. . More impértantly, to‘uéﬁ%iF“ié élSO

important to the vitality and viability of the ASsociatibn.f'

We certainly look forward_té cbntinuing to_Work with~

you over the next year, and we,pafticulafly are happy)that

Chuckaoemer (PHONETIC) will assume the chairménship of the-}

Association on Tuesday. He will be the third member from the

COTH group to have this highest office within the‘ASSociation.i

Thank you very much.
‘(Applause.) -

Thank yoﬁ,‘John. And now if you'll proceed with .

your lunch, we'll follow thatMWith our anﬁuél business meetihg.

and general session. Those are open sessions. and everyone hers
is invited to attend, if you wish. Thank you. -

‘,(Recoraiﬁgginterruption;)

T,

MR. HE‘YS’SEL(?‘): -- meeting of ther‘ Cbunéil of Teachin ‘
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Hospitals to,order,'please.

Mt simple), in £hat.order.. I was dead right about the first two

Fi;Sﬁ,.I think we bugh£ to‘hear ffomlthe,staff;i- '
Dr. Jamés Hudsdﬁlﬁirst, and then from‘ﬁr} RichardiKhéppZ;iJim;>
DR. HUDSCN; - Mr. Chairméﬁ}’onéezaqaih’tﬁis;year;fas 
was the case 1ast.year and seemingly‘as far back és é£érni;§7
itseif, Dick'knapp'slstaff in,ﬁhe Depértmeht of,Teachiné_HQs—'
pitals has'spént»éonsiderable effort Qn‘suéh:iSSueé és:reimburse—;
ment,‘reaéonablé cost, caseimix,‘édst copfgiﬁmeht,'hoﬁse sFaff 
ihter*felat;pﬁshipS];et cetera, et;Ceteré. 
| Duriﬁg Eﬁis time, on'théJother.hana, Lh;vpégéfﬁééht
of Heaith.Sefvicesvhas ehjoyed gheklﬁxury bf'béingHablé tdﬁ;
contempiéfe Qertain'issugs“rather £Han‘reac£ftb specifié'“
regulgtions or.legislatibn; As'a case’in poiht; this Department
has engaged the issue of heal£h care cost containment f%oﬁ’fhe
perspectiveféf eduéaﬁidnAlkproéfamskfof‘ﬁedicai.studéntstéﬁa*.
house offiéés;"We've gone about thisdméiﬁly.thréugh an,efforty
té produce a texfxfor‘faculty and studéhtS’on cost confq}n@ént‘
and quality éséuraﬁce in;collabdratiéﬁ with:John Williaméoﬂ at
Hopkins.énd‘eight other contfibuting authors.
| The £rick.haé been to orchestra£e these works’intbnéf
ménuscript,tﬁéf'is béth éohesivejand,cleaf andcoﬁprehensiye,;’
as well as be£n§~agcuféte.and;vin'fact, intérestiﬁg. ’Now;‘l
initiated this'task’abbut a yearﬁago, fully confiden£>that'it

would prove to be provocative and enjoyable and relatively.

¥
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assumptions, and as you can possibly imagine,‘l waS‘grievously“?
overfoptimisth'about the third.
_This has turnearout to be a marvelouslylcomplex-ﬁnder
taking,'andgwithout the acQuisition of SOme excellent statf
support, I'fear,we could not‘have-prOgressedAnearly so'faraasﬁ
Qe have even today. o

"The”task'isjto develop a text which will provide the

future practitioners with the methodology to analyée their own

practice in terms of quality and const control{‘Which drawsl

upon a broadyftheoretical andhpractical construCtive base © Thel

~effort must be suff1c1ently comprehens1ve and complex to Dro—

v1de thlS competency, whlle at the same time it cannot be so
overly complex as to constltute aitnrn—off.

| I_must'tell you.that l'Ve-revlewed a fen;ofythehpro—‘
grams. There are some 41 offlclal programs among our 126’
medlcal schools and teachlng hospltals, Wthh feature formal
cost contalnﬁent efforts‘and education,~ and there hust'be at”“
least 50 others beginning. And they run_the gamut'from ver?\

simple programs through more COmpleXTOnes. The most'popular_‘

ones seem to be among your house staff to develop.sort of

1nvestlgat1ve case reportlng, comparlng the cost of a bag of

IV fluld to thelr Weekly stlpend.' And that- really turns them
on, as well as the medlcal students who see. themselves there 1nl

a few years. But I thlnk we can all aporec1ate 1t 's a lot more
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‘The results of our field—testing of the manuscript - )

_this summer and this fall in some of yOur own insﬁitutions/;

incidéﬁtally,iteii uéxthat'We’have several 1ar§é.£ééks ahead
with this primer. ‘First, once we've eliminated éhe éxt;aneéus
jargoﬁ ana become bdn?inced fhat‘tﬁe iénguaq¢ ist¢1e;r;éﬂd
appropriate, we‘then,mgst really decideuon therdegrée to whic£ 

we'll héve to simplify the entire text with the aim tb produée 

- a product with the highest dégree.of practicai'use.

.Séééndly,‘We“re facing, really, a pedagogical'quésf
tion here. We're persuaded that a systematic épprogch‘to'cost
containment and quality assurance implies a févieW'éf‘practice

performance invthe aggregate, through énalysis,0£ldétaygained

" by apprbpfiate‘sampling techniques. "How to,redonciie this

methodology with the usual medical eaucétion pedégoé? which
emphsizes clinical principiés}through the:ap§iication‘td‘ :
individual patients poses a challenge‘that‘this_textsﬁill
must ultimately~éddress:

Iﬁcidentally, as a corbllary &o this activity,VWéfré
now prepgging to,develép} in‘céncérﬁ with Mary'Leé‘Ingbar
(PHQNEiIC) éﬁ'ﬁniversi£y of»M55sachusetts aﬁd Carl’Hittléman
(PHONETICj at-UnivérsityadéCéiifornia; Sag franciééo, ?etf‘
another téxt on‘éost céntéiﬁment(theorf bésed on the éasé"
study approach. ” | .

ow, if we are successful in obtaining the necessary.
Fa o, ST g 1L ) .
i# L . |




y,tion programsyfor'health nrOfessionals...That”particularnpro—k

annunciation of about l2vessentials for CME, with:a group of :

detailed criteria and standards to be applied to.each._ This '

Document from the collections of the AAMC Not to be reproduced without permission

" a review of the project. Thése'princioles, criteria‘and

’blggest part of next year to that progect.

Armed w1th these two texts, then, ‘and w1th the apbro-
priate stable of.knowledgeable-chsultantswhich,haVe.beeny |
derived through:the‘course‘of these activities; oneyshould
be able to generate a'series of usefulgrecional'Workshops forir
our raculty on these methodologles for teachlng, sometlme 1n
the future.

So-much for”textbooks .and primers; The other half of
ourract1v1ty has concerned atself with the development of

criteria andystandards for the evaluation of continuingdeduéa%

ject 1nvolves a collaboratlon w1th Manny Suta s (PhONETIC)
DlVlSlon of Educatlonal Resources and Programs and with .a .
number of staff from the Veterans Admln;stration.

Thelfirstiyear effort has now cuiminatedVin the

afternoon the medical college CME director will be reviewing

these criteria and tomorrow a mini—workshop-on'CMvailiqfeature

standards will be further rev1ewed by a jOlng workshop of the
LCCME and the Counc1l ‘of Medlcal Spec1alty Soc1et1es durlng
the CMSS annual meetlng in . January

‘*AndﬁonCeﬁall‘&hese criteria‘and standards have been.

crrt‘lquedbythese bodies and similar organizations, they will,
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in turn, be utilized for the produétion“of'SQme»iﬁstruCtiohal(

manuals for learneré, Cﬁ providers and,pfogfameQéluatqrsﬂ Ang
- eventually, Qe wQula hépe'to do some pilot testing of’this>

CE ev;luation syétém #n Som¢v21 VA Hospitals featgriggiCQntihuf

ing education.

As a last éésumption, ithsﬁexpected that the results 3

of that fiéldltest,,whiéh;we expééﬁito‘be coﬁpleted about-.a ..
year hen¢e‘6r a yeaf‘énd a hélf heﬁcg,“wélikﬁg‘useful‘infthe7
~ final dééign,of;an aééreditétioh system for CmmE aépliCable f
to the laréer worla Outsidevthe Veteraﬁs-Admiﬁistration!

‘A brief review of that continuing educé£i$ﬁ project
is provided\to(fou in this singlé sheéﬁ handoﬁfrthét»yoﬁ have.

Beyond these tasks, the‘Dépértménf ﬁas continued
to respond to’reqﬁésts for inforﬁaﬁion éoncerning‘iSSues on
ambulatory care'feorganizétion, érepaid praétice afrangements
and so forth. And we may be developing a new roﬁﬁd of,@éfé

.formal acﬁivitiés in these areas;nekt Spripg; dépenéing ppoﬁ'r
funding and interest. - | .

i would riow. like. to introduée to‘you meﬁbe£$,oﬁ thié
Depértment.whoyhéve worked,in.concerﬁjwith ﬁhé'afdremenﬁignéé
pfojegts this past yéar;‘ FifSt,jQr, Ma&éiigelﬁébbins(,JéHONﬁTi
_Madeliﬁe, are you’he¥etoday?{bﬁ, thérelshe ié;a

Manyﬂof the good results of ourQeffort'to,produce
,é;tb;br. Nebbihs!;excellént WOrk.,,Itxié

R

she who has done a major portion of the editing and a lot of
. . A Y - : ‘ [ - o ‘ - o




Document from the collections of the AAMC Not to be reproduced without permission ’

5
- the writing. It is she who has organized and conducted the -
field‘tests;‘and.it 1s'she whom we hope may be able to work
on the neu text and eventual conferences.

Next, Mrs Kathy ‘Hupsh.i‘re (P.HONEYl,TIC)‘; | Kathy‘,‘would:
you stand? Mrs. Hupshire has workedbothlas,staff secretary

for the primer project and*for the'cOntinuing education pro-

~ject. As you can 1mag1ne, this has. reculred some organlzatlona

ability and stamina and a lot of good humor for at least two )

people. And she has accOmpllshed all of th1s and more with L

. real class. I m partlcularly impressed with the quantlty and

callber of work -of these two individuals.

~Mr. Chairman, in the past,it's been customary fot me
to conclude this‘report withfa'thank‘you\erf much,‘andithen
you and the group,»1n turn, have responded Wlth some llght
applause; This year I d llke to alter that proceduredsllghtly
and instead ask you to ]Oln me 1n a round of applause for these;
two 1nd1v1duals ‘who have(made the Department look as well as .
it has thlS past year.-\

(Applause )

That does conclude my spiel. This1has beena‘funhf"v

year. We've been workinghon some projects which I belieme'are

important ones. As always, I've galned pleasure from. worklng

w1th the COTH staff and the administrative board Andlfurtherf

o o
oak

.&more, I have even enJoYed glV1nd “this reoort ThankLYQUAGGryew [l

much’,
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DE. KNAEP(?): Anyone who spends a gbod»dea% of timef‘
involved in‘ppblic speaking; as moet ef you’de, faeesktimeehwher
there‘seehs to be so very little to say.~ Thete‘atetbthefptimes_
when the potential'fof’discussion'seems=tathefjlihitless;"There
are a wide'variety ofireguiatoryhana'legislative,issﬁes I:cduidh
review ana‘there are other organizatiohal;‘finaneial andde££§e1
mattets about which many of you; I know have cohcerne,

Rather than trying to doijuetice'to theee.issueshinf.'
the short time avaiiable, we have prepatedfa veryICOmptehehsive“‘
.and detailed review‘of our aetivitiee, whichewas‘made avaiiablé
to you as you came into-the room today. I hrge yéu to read'tha'
document and I'd like to hear from yeu if>We've‘everleehed,
something or missed the mark on a particalar iSé?e etitﬁorf

'In'pteéaring,my-temafks.for this,aftefheon,l tfied(i!t
to aek myself_what made this past‘yearfdifferent;hﬁThere fsiohe'a'
issue that in the past has lurked beneath the surtace but-thls
year, I' ve noted has more freeuently made 1ts way ahto‘the |
‘public and the profesSional press;‘ That is the “debate over
whetherra patieht“should befin~a‘teaching.hospital or honf
teachihg hospital. i,know stating it in that'eimple fashioh;h
doesn't;do justice torthe eoﬁplexity of the issue. hThere{;v‘

seems always to be more emotion than faCtual subetance, but

iz - % - * '. A

:h*éiiﬂiartlcipants.to th debate seem to agree that the serlously':

;Z Foaesse S04 0
. e

$ - <

Hé){wever, let ‘me* quote for a moment from a book en- -

1
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titled "The Life You Save: A Guide to Getting the Best,POSsiblH*

Care fromHDoctors, Hospitals,‘and Nursing Hoﬁeer The author*
states,'"Some phy51c1ans would argue that any natlent is better
off in a teachlng hospltal because the'latest‘equipment ahdvk
best-trained physicians are there; On the other hand;'even
some top men 6n‘medieal school faeuities will teliIYdu‘that the
teaching hospital'is no place"to be:sick. Unless YOu are“
seriously‘sick.‘ There,is_often a eold;’imperSOnal‘atmoshhere;"
And the quote'goea on'rnva‘very negative vein fron'therei’,'w
‘Now,_sdnee beoka”and"reviewe‘of them,‘Whichkl tend

to see more frequently of late, with these blatanthgeneraiitiés"

do little to‘enhance the confidence offtheApublic in our insti%'i

tutions. However, it does serve as a healthy reminder‘that;
it isn't always just a‘gdod medical outcome that is the basis
upon which patients measure performancé.: The proeeSS”of caring\

while that outcome was.achieved is remembered as well. And

“as teaching hospitals are faced with more and tougher competi-

tion, this matter of caring wiil‘reQuire more and more atten-

. tion.

There are times when I wonder if our organization -

‘either could or should be.doing something in'thisdarea. How-. . |

dever, on a related matter, I know we‘éhouldibe doing more andv_

s

Awé plan to do so 1n the COmlng year..-Collectively, you*gaVe'r

&

‘;* T LS - ﬁ

fa 'n

A 4 :. . »:—; ', #,
. - & -

| the staff a mandate at the spring meetlng in Kansas Clty and
g . . :

we ve been at work attemptlng to chart a course or a prooer
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response to a better'articulatiqn and description‘oi“the teach-
ing hospital and its products, better known as case mix

research and development‘activities.

We‘think;we'veiidentified all of the majorfaCtbrs who

are working in. this field, and Jim Bentley‘and Petef‘Bﬁtiér

have visited'mostrof“ﬁhem, We sent you an interim report in .

September and at this morning's COTH board meeting a number of |

possible épe;ificﬁprojectSQWere presented to?the board for

review.

Now, enough money to get started has been set‘asidé |

in our cufreﬁt budgéﬁ) andjthét'éhnot'beén é‘major prpblém}A
What has been‘a:majorlprpbleﬁ is,everybodj's;in searéh bfhﬁhé .
énswerf Our diffigulty has been what'ﬁhe riéht quesﬁionrisw‘
What is it'that;we'fé‘realiy £rying to‘do Héré. it islé1ea£.4 
to me that everyone wants a soluﬁion’that will settlg‘the

case mix issue .and its coﬁpleXities once and>for‘all; »ﬁﬁt‘

I1'd ask you to remember Eric Sevareid's proposition that every

solution creates its own problems..

Now, in this regard I have two obsérvations which
‘worry me a bit. The first is thét every hospital representativ

I talked to thihkvthat a good case-mix measure’ tied to féimbﬁrs

;e N,

;;,héﬁi:ﬁi&i%ihc#éa$éfhis'dﬁgiér’revenue: Teaching hospitals -

dy o " P LN

FE NN

LSRR I S N AT ) o . S
betieve such a measure will justify a higher average cost, whil

T y AT

;noh%teachingfhb pitals believe such a measure will demonstrate |
3 o - o N IR o = - L . - .- :

that-wmere: roitine adiigsions ought to be hospitalized in their
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less-costly hospitals.

' While these viewpoints are not necessarily ooﬁtra4i

dictory, I don't believe that both»groupsvof hospitaleoan?:

expect to receive an increase in revenue. Now, secondly, -I

think it needsito be remembered that any caseemix“reimbursement
meohanisﬁ,'any reimbursement meohanism, including oneébased
on case-mlx,,ls.subject to llmltatrons not dlss1m11ar to those
‘whloh we‘are constantly and presently opposrngv In other words|
ceilings based on percehtile raﬁks,_means or mediansfoah'ahd
probablthiil be oalculated, ho matterﬁwhat the uhftqof ahaly—-
sfs.‘ )

I ask thatryou bear these two‘p01nts 1n mlnd‘as we g
move ahead in thlS area We need all- the help we can get .on
thlS subject and if you have some thoughts for doing somethlng

at your hospltal that we ought to know‘about, please,give uss

a call. This has been a busy year, we have a relatlvely small

staff that will stay that way - Thus, “there are some‘rssues‘to‘.
whlch we don't glve much attentlon and I believe this rs appro-.
prlate. ,In determlnlng what‘lssues shoald receive‘priority we
ask how a subject relates to the dlStlnCtlve features ahd

objectlves of the teachlng hospltal ahd ask what°we can add

”ﬁtha” WO 't dupllcate some other organlzatlon s effort.
Be=

"'v

1 th;nk th;s Vlew keeps our eye on the ball;"But

g

iagaiﬁfﬁwé{gé;aiyéysji@tetésted in your opinions and I would like -

0 heat From youli ‘AKl1vof what we do would not be possible -
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without your cooperation and your support, 'You cbmplete thel
questionnaires,‘Write the letters‘andléive‘the advice,'and“
more and more of you are giving your tlme -and effort on a h
varlety of commlttees, taskforces, and edltorlal boards._.
Please knOW’weﬂrecognlze#and apprec1ate it all ;h' R

I d llke to thank the COTH board members, say 1t.s':
been a pleasure to work w1th your chalrman, Dr. Heyssel Jlmh'
Hudson is a pleasure to work mlth And before c1051ng I do:vu
wish to thank the peoole who work dlrectly w1th me and I’ d-
like to ask each of them to stand‘as~I mentlon their name .
Jim Bentley, Joe Isaaos, (Peter Butler,'Chip»Cohn,'whOJis
an admlnlstratlve res1dent at Tulane who jOlned us in July,
Gail Gross, Melody Blshop, Tina Wllllams, (ALL PHONETIC), l"w
think they re terrlflc.' And ‘thank you yery muoh. |

(Applause.) | ‘ |

MR. HE‘YSSE‘:I'_.: 1'd like to“ comment that of all the
staffs of all the‘assoclationS'I'ye seen,‘I think we're blessed"'
wlth,reallyﬂthe best; They do more thanﬂdo what'we askithem to}

Very commonly,itheyhtell,us what we ought to be doing,. and that

fwhat a staff should do‘and‘we really are very fortunate in

hav1ng thlS group of neople

T "ty o

yIkwant to partlcularly thank both Dick" and Jim and

¥ i

‘thelr staffs fox the support they ve glven me thlS year, and f

oy

K B = ot
PO '3

’how much fun 1t s made 1t to ‘be your chalrman.

That leads me to my task today, Wthh is to try to




happened in the past year. But I won't do that by going througl

4| spring meeting, the;seoond one wascheld as many of you know

pital," an all together excellent ‘document. Out'ofuthat:dis—
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summarize some thlngs that I think are 1mportant that have‘w"

all of the ‘activities, both Jlm and chk have done that And

agaln,.l d call your attentlon to‘the summary document¢which

I thlnk is avallable over at the ‘door yet if you hawenﬂt piched

that up I hope you W1ll and give it some attention.

I’want to talk about a couple of matters,‘the COTH

who were there, in Kansas Clty thlS last sprlng | ThoSe'meet—
ings were rntended to give the membership'broadly,a'better
opportunity‘to participate in the affairshof'this_Associationv
andfto provide the administratiVe board some guidance{iniex;
actly what chk Knapp was talklng about, what we should focus
on and what we should do, from the spe01a1 Derspectlwe of
teaching hospltals.

| The'staff'this“year prepared a paper’entitled "Toward

a More’Qontemporary Public Understanding‘of’the Teaching'ﬁos—J

cussion'came a mandate for the administrative bOard and the

staff to really focus on the issue of case- -mix relmbursement,

Subsequent to that meetlng a prellmlnary staff reoort

called "Case Mlx Measures and thelr Relmbursement Appllcatlons,

was developed and sent to you in September Based on thls»‘
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partlcular part1c1pat10n and follow—up act1V1t1es, ittt s clear

to me that the sprlng meetlng really does prov1de an opportunlt

. to get together and’ serves as a focus and 1mpetus for the

staff to prepare reports such as I just c1ted

I'd llke you to makr your calendars, then, for May

l4th and 16th of next year, when we. Wlll be hav1ng the thlrd

COTh spring meetlng, this trme in the Brown Palace Hotel. 1n
Denyer, You'll note we have moved West; St.‘Louis, KanSas
City,;now,Denver.’ I'm not sure I can draw.any conclu81ons
from that but it is further from Washlngton Wthh probably‘«
has some merlt ‘in this country today

The plannlng commlttee for the upcomlng meetlng 1s'fvf‘
chalred by Earl Frederlck (PHONETIC) of Chlldren ‘S Memorlal
Hospltal in Chlcago. Other members of the Commlttee are Fred y
Baun of the VA Hospltal in Durham,xNorth Carollna, Irv‘Goldberéh

from Monteflore Hospltal in Plttsburgh Bill Kerr of .the. Unlver

»Slty of Callfornla Hospltals and chk Sedgenals from' Harper

Grace HOSpltalS in Detr01t (ALL'PHONETICS). They re . puttlng
together a good program and they do want your input, they' re'

paying attentlon to your comments from the last two meetlngs

.‘ 'r'- {

nlll be an even better Drogram.

\~.‘.,r

--;

i

‘ A second matter I' d llke to call your attentlon, very

P

;hriéflf, Ls'a}meetlng of the AAMC assembly tomorrow afternoon

atiL;pﬂfpim. {fheaentlre section,is'toﬁbe devoted‘to"a'disj,

cussion of the report of the taskforce of the AAMC on' graduate
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"medical eduCatiOn. I hope you ll all do your best to try to‘,

be there. Spike Foreman of Sinai Hospltal in Baltlmore and
Merlln Oleson of. the Unlver51ty of Colorado (PHONETIC) are

COTH representatlves on that taskforce. They' ve produced

a serles of 1mportant documents, 1mportant to us as teachlng
hospltals, 1mportant to graduate medical educatlon in thlS

country. It really does" requlre the ‘full nart1c1patlon of

everyone in- the AAMC. It' S open to all 1nterested 1nd1v1duals

and I urge your part1c1patlon and’ attendance

‘ The way in Wthh the report, Wthh is iength is to
be rev1ewed appears on page 15 of your annual meetlng program
Take a look at that before you come.

Now, havrng reported on these business matters,{I d-
‘like for a moment to share some personal obseryatlons with you
on the tOplCS of state rate reV1em, patient case mix, and the-
role of phy3101ans in hospltal management In '-one of the tradeh
publlcatlons recently, some. hospltal spokesmen 1ndlcated that
they-belleyed'state rate“revlew programs.to controlfhospital
costs-are'dead- And I'm sure you' re all well aware that Colo-

rado, Wthh had created a state rate review comm1851on, un-

. 7(':-,_
T s

“

;1% onky thls 1ast year. A surprlslng example of govern—‘

ment dlsmantllng a" regulatory agency totally. ‘ "

3« .15

Perhaps my.own v1ews on thlS matter are colored by the|
} a ; o K ‘s} -,.,. i;‘ . . X

@

¥y b : ,
fact that ITm from a state where such a program is alive and

well and functlonlng, and maybe I'd llke to put you all 1n the
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same boat, since misery has company. But in,fact, that‘is’etAi{
very muchﬁantalrne issue.  fhe Carter cost containment:bili,
for the f;rStitrme spreads the option there for‘all:the states
to_particrpateiat,the.state level in,state raté revié&) and it
continues to --or it shoulo contihue;toueccunf ourconcerns?
as- to what our stance should be;hVWhile wevmay Want'aietatel
Where we're regulation”free, that“sunot likely to hannen; ﬁi»h
can't see that utopla occurrlng in the near future and we still]
have to be concerned as ‘to whether we want that at the state
or the Federal level.

- In Baitimore"we are close enongh to Washington;eo‘tha‘
I canyhear What's‘being.eaid7 bnt we're:not’so close that‘I
hear itvoften enough tohbelieve it. There doeeieeem t6 be ai'
free enterprise_dialog on hospital issues that'ie“orowing{
The discussion.andvrhetoric for the moment seem to- be ﬁéreo'“
at the concebtnal than the operational level. In other words;
I don't thlnk anyone s qulte sure how things would norP that
1s in a deregulateo competltlve 1nduotry, but people are

polltlcally and personally attracted to the 1dea of deregula—

ﬁ_trqnfahd’e@mpetltlon today

fThls is a subject to whlch I thlnk we in teachlng

. o - ‘ =

fhoééftayégreal;yfnep&_tqggive.some thought., HOW’competitive'

@t

wquld~we pe7~'1f§i£¥s%€rue price competition, can we compete

even for those non—tertlary care serv1ces7 What do we do with

the costs'that are related to our teaching prograﬁs? ,And they
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"substantiating

7~l9
are real. Wﬁat, réally, wéuld be our strategy for)surviying
and prosperiﬁgjinkén envirohmént of fﬁil-blown deregula£ioh‘
as teaching hospitals?

I dén't ﬁéye a short answer to that, or éven a 1oﬁg
one,perhaps."Butgit'dées need more careful thQﬁghﬁqaﬁd h
brings me to thé'ofheg-issue‘l wiéh £o méntion, that is pétiént
diagnostic case mik;'and the physician's role in hoépitélf
managemenﬁ. |

I belieﬁe.each.of usquuld‘bé Qell—snged fé'be‘ -
sure efforts are wéli underway in ou£ bwn hospiéals,;to gaQé ;:
thorough understandingvof theﬂdiaénostic'éase ﬁik of thé patién1

we are serving, and the,relationship of that case mix to the ™"

~expenditures in the hospital. There are a,variety of ways of |

doing this, but I can assure you, since we're sort of living '

with that now in Marylaﬁd,,that it requires;mo;e~players at the

table than the administrator’aﬁd the chief financial pffiéerﬁﬁ

Tt réquires the physicians on the staff to be inVOlved'iﬁ-that,

along with a lot of supporting peréOnnei‘in the computer -area,

gn;midica;_recquS, the whqle guality assurance group, and so

T

- +In an agé &f competition as well as regulation,

PR LR B 4

=TSRRI

BT

bé “able ‘to continue to market our services.and justify our

prices.  The prospect of Medicare incorporating a case mix.

measure "in setting its limits next year, reéily“should,be;"

case mix expenditures is essential if we are to |

LS
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_ incentive enough to all of us to lookrha;d‘at that issue and

to be sure that we work at it.

At the COTHYgeneral sesSion'two years agp(;I épOkeu
on the topic of physiéian reépon;ibilityvand accountability
for controilingthe'aémand for hsopital sérVices., ébme h@re
of that was séid this morning by Dr. Relﬁan and Dr; Rodgers.
My viewé oﬁ;fhe subject'hasﬁft chéhged_much in-tﬁélyéars;'if
anything,:théy are stronggr.‘ I believe we must find'ways"ﬁo:
bring the:mediéai facﬁlty and staff_into posifioné where tﬁey
cén eXéréise_leadeféHip ana take énainStitu£;¢nal viéW'df
issues‘guch‘as Case.mix;inissues.suchhas cqst cbntainment:

I think we can do that and I think people do respond to eco-

nomic and other incentives.

 We must find a way to méke a change in behéviorfof
Our‘staffs, again foilowinngr. Relman's lead this morﬁiﬁgi
worth whilé. fhétfs"especially'true when you copéidér‘the :
colléctive«appetite for hewlteChnology,‘théh is the subjec£
of our sessién this afternoon. |

_ =t JE's been'/a pleasure for me to serve as your.chairman
FEi Ll g FS - o '
TR e 4 s

| diring the 'pdstiyear: T want to thank the members of the COTH

 board for the’ support they've given me and for their contribu- |

tigﬁigpfqgr gfﬁﬂ;@,gﬁ?hank you very much.

A N .
EAE : ;

(Applause.)’

I'd like to now move ahead with the agenda and ask

'Davé‘Everhart to give the report of the nominating . committee.
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21. |
‘.Mﬁ. EVERHART;-;We:now eeme to thatﬂelectrrc nenent
in this preceeding} when you cen,exereise your'option:et~freej‘
will‘to elect the representatiﬁes and~offieersnof the CounciL,
of Teaehing Hospitals for the ceming‘Yeer.
The nominating cemmittee eonsiets of three:;eonie}

the immediate pastfchairmen; which is why I'm here, the present

(42 .

chairman and'one member at‘large, who this year was Jean Stapie
from the Unlver31ty of Weet Virginia Hospltals.v Therefore,
the nominations whlch I w1ll present come. from the fertlle minds
of those three ;ndlvrdnals.
I think al;tef you-know that the governance of the
'AAMC is vested in an aesembly and e division into-eouncils.
In the caeeJOf the ConnciIZOf'Teeching Hospitels We have:57'Lﬁ
representatlvesAon the AAMC aSSembly, therefere this’ year we
have 19 nomrnatlons to put in place for a three year term,%and
“we dQ have one unexplred term that I'd aleo like to(suggest.
Therefere,hMr. Chairman,efer nominetion for a three
year term explrlng in 1982 the follow1ng people for the AAMC

» 2 Y ..-g_

ZASSembly,, Flrst,aﬂess Burrough VA Hosnltal Sepulveda,,

AR
D .7
_:;L. i . Cx

Callfornla. LawrencemFoye, VA Hospltal, San»Francisco. ‘Louis

3

EEtaZiei,:VAﬁhdsﬁi£a§;-Sh;eveport; Louisianai erlram Kurtner;r
.tMg}fzgen;ﬁospiﬁéﬁi}%ank¥rancisco, Warren G. Harding, Beyer

County Hqsbital in San'AntOnie;’ Roger Hunt, indiana*UniversityJ
Hospitals'in_Indienapolié.b John Ives, The Shanz Teachlng Hospltal

in Gainsville,,Florida."Don Kasbaum, Unrver51ty‘of Oregon
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Hospitals in Portland. Janes Malloy, the John DempsterCJ
Hospital in Farmington,’Connecticut;i'Bruce McFadden, qniver—r
51ty of Maryland Hospltals, Baltlmore JoseohiMoorey VA’
Hospltal, Lake51de, Chlcago ‘ Charles O'Brien, the Georgetown
Un1Ver51ty Hospltal here in b. C. DaV1d PlttS, Oxner Founda—“
tion in New Orleans. Ruth Rothsteln, Mt Slnal’Hospital in
Chicago. Jerome‘Cepaulskl, Miriam-H0spital, Providence,'
Rhode Island. Dick Seééeneet, Harper Hosnital Detroit;
Robert Taylor, Hanaban County Hospltal Mlnneapolls - Dave
Welner, Chlldren s HOSpltal,_Boston. And- Bernle Welnsteln,
Westchester County Medlcal Center in Valhalla, New York‘
And for a one~year term, explrlng in 1980, John Relnardson;'
Unlver51ty of Utah HOSpltal in Salt Lake, (All PHONETICS)

I think T W1ll go ahead w1th the rest of these and
then you can take care of the electlons all at once.r

We have three openlngs on, the COTH AdMlnlStraClVC=

Board and one opening for the’COTH Secretaryship.’,mherefore,x,

we re nominatlng for ajone year term, explrlng 1980 Mitch

Es

iaRapkln, Beth Israel Hosprtal in Boston. And Mitch, I Wonderl

fifxyou & stand so-people.can 1dent1fy you

{for three-yeax terms on the COTH Admlnlstratlve

Board Fred Cowl Jackson Memorlal Hospltal Mlaml, Florlda
Fred, are you here? I hope. I guess not. - Bob Frank, Barnes

Hospital, St. Louis. Bob is here, would you stand? Earl

Frederick, Children's Memorial Hospital in Chicago. Earl, would




 1'23¢¢‘
ydu;stahd._
. L For représéntétivé to tlyfxel‘ AAl\ic:EXecutivé Cnoqncil,;'
three—yeaf‘term, John Réinardson, UniQersit& of Utah Hospitals.
John_iﬁlhére.x | | | .
Meréifully{,yqﬁrdon't‘haVe'to vote Oﬁ-thi;, bu;~Heyss¢l;
.becdmes past éﬁéirman}_ghat1é'automatic.' | |
= : . ,
:é The”chéirménShip'is also autématiq} John Colleton ‘is
§ nominated‘for youf,chaifﬁah fof this yeaf. Aﬁd fér Chéirmahf'
E Elect, Mr. Stuart Merilénder, Cedar Sinai Medical Center,
] . : ' '
S ‘
§ Los Angeles.:
g Mr. Chéirman;,i move these nominations.
g' MR. HEYSSEL: ‘Thénk you, Dave. VAre there fﬁrthe;‘
S ' . nominétioné. from the fléor?‘ ‘.
§ if‘ﬂdt) could I have a second, éiééSe,
g‘ éincerthere are nb‘fﬁrther nominaﬁiqnﬁ,ﬂﬁhé slate 
g iSfeleéted. vI'wa$ sittingrhere WOndéfing whét(in,Gdd}s‘name_
é 1'd do if ﬁhere were furﬁher nominations;ihavinénbeenhéré j 
| ;;v -several syears for Ehis.y |
5 | S ‘ : ‘ v
§ ?7?_I“@~*;i¥~éhahkf§dﬁ};”ﬁéw2 there is'a\momentQOpr}easﬁfe‘inJ
= ??ﬁ@évggnéé;éfﬂfégdéﬁiéiégipast COntribgtiéns té‘the‘Asséciatidhﬂ
‘Mggééfsg?fﬂtbq;Aq%iéggggéfiQe Board Who;é férmé of 6fficé |
féxpiré £h;s year:ga;éﬁlfdrlikedto haveiMrf'james‘Ensign,.Mrﬁ»  
Jerry Dallzall? énd Daﬁe éverhgrt~ste§ férward; please.'
. ' David, ﬁha#k hy‘ou on behalf of :‘a.lJ'f of us.
(ApplauseQ)1 f o




“your hew chairman,- John Carleton (PHONETIC): - John?

_ Heyssel told it like it was, for he truly has been an outstand- -

| there i$.,no new business.. Hearing none, I would remind you

Document from the collections of the AAMC Not to be reproduced without permission

that we are scheduled to, reconvene for our general session-at |-

fz:Q_vpfﬂﬂféﬁhéﬁk Yo', -ahd ‘we are adjourned;

24
(Backgroupd’conversations and applausé:)

‘It'é'now my pléasure to turn the meeting over to

‘(Appléusé;)

'MR.LCARLETQN:lehank youverymmuch,'Bob%; One:Year‘
ago at this juncture in éﬁr’meeting, Rober'Heyssél‘stoQa‘before
ybu‘and chokingiy said, "It's a pléagure‘ahd‘honor forJYOﬁrté
have me aSvaurfchairman."

| V(Lgughﬁér.)

End of quoté. Today I would like to saygthat.Bdb

ing_chéirman.r Solﬁob; on péhélf of the eﬁfife CqunCily it}sf
my pleasure to present yéu.wiﬁﬁhthis;gayel,.inécfiﬁed with fhéﬂ
aatgs of your term ofloffice; with deep>appteéiétion‘from éllT‘
of us{ -

o ‘(Appladse.)‘

We are now at that point when we will adjourn if -

B

. -

T3 brom

=

N Ty .
: - /(Reeording- interruption.)

'MRf CARLETON : ‘In 1978,>Congress passedfthe Health
Services Reasearch, Health Statistics and‘HealthaCare Technéldgy
Act,”which;some authorities say potentially-establishés,ffor‘thé

first time in this coﬁntry, a central authority ghérged by law
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|t served 1n varlous management roles, including a major 1nter—

with determinind thedfuture of medical practice. .

‘This, obv1ously, ‘is an awesome resnon51b111ty, and
has many profoundrlmpllcatlons, one of whlch we will address
today. The theme of our)ses51on addreSSes the confllct between -
contlnulng advancement in medlcal technology and the‘quest for
cost contalnment.' We'll- flrst hear from each of two speakers;‘.
and then take questions thereafter.~ |

“Our first speaker 1s Mr. Barry welnberg, pre51dent
of Channlng, Welnberg and Company of New York Clty.'-Channing; 7“
Weinberg is a consult;ng‘and'market research firm-Whlchihas,‘
served more than 200 of the WOrldJS'leadino medicallmanufactur%
ing companies, as well as hosgitals; qovernmentalagenciesiand
financial organlzations; In addition, the firm has wOrked“
extenslvely Wlth and a581sted in the financing of many smaller,s
emerglng companles, whose products have had a 51gn1flcant in-
‘fluence on advances in medlcal technology

Prlor to foundlng the firm in 1968, Mr. Welnberg

.

inatlonal consultlng group, ‘a computer equlpment manufacturer,

3RS

and wabh IT”.:ihegearnedga Master’'s degree‘in electrical
englneerlng from Northeastern Unlver81ty and. an MBAlfrom New
York Unlvers1ty. It's my pleasure to present to you, ‘Mr.
Barry Welnberg, who w1ll speak on what s ahead 1n the- medlcal\

technology exp1051on. Barry.”

MR. WEINBERG: Thank you, John. I wish my children




are technologieShthat,'in our‘opinion,.Will gain widespread

.aCCeptance,‘not withstandingicost containment and other control}

‘the role of the public. This is a new‘phenomenOn thatuwe

‘voﬁﬁainéw k1nd ofalaSer dev1ce that supposedly ‘cured laryngeal
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;friends told me the

'publ;c asklng 1f théy had the new laser yet.

26.
had such nice things to say about me.

'Thettechnologies I'm going to tell:you about today

efforts.- That'sunot to say that cost containment ls‘not:golngr
to have an'effect;_we think it,will#and it will‘deter what’nonld
otherwise haye been adﬁore dramaticfgrowth.wHowever; we»feel~
that in many of‘these cases,the mediCal'benefltayoffered,by'
these new technologieeiwillvbe‘ofdeuch'a magnltndeethatprac¥
titionere and‘therpubllc will simply not ‘do Withoutlthem.‘

And here, I think we have to count very heavily on‘_f

haven't had in the past. The 'National Enquirer," for example,'
now has more articlesron’medicine.than on sex.
(Laughter. )

Four months-ago‘the VNational Enquirer" ran an'article“

T

3
VA e

cancer W1th no’ surgery, and my ear, nose, and throat speclalrst

s B £

iWeYejdeluged With phone calls from the

I. thlnk it's pretty clear that the Amerlcan publlc
Wante hetter quality health,care and we're golngﬂto'see.a.
continulng conflict'here,ras John pointed out, between the Jj:
nen technologies, demands of the publlc, and'the’emphasis,on;”"

cost containment. I think my wife is. a perfect example. My,,
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wife isaa real‘firebrand When,itkcomes to controlling*costs,
she's Veryvantl med1c1ne, she's agalnst the hlgh costs that
are incurred for both hospltals and doctors' office visits;

However, as soon as one of our kldS gets 81ck she wants every

“test that s done . And I thlnk this is a good. example of what s|

going to happen in the Unlted States, the publlc is becom1ng

‘more educated it's more aware of,lts health,vand we're simply:“
not goxng to see the end of technology

Whlle I think the medlcal beneflts will be the
prime motlvatlon for advanced technology, there wlll‘certainly~
be other cases, and‘we've seen it with”the CAT scanner, whichh
is probably the most fasc1nat1ng example, where competltlon .
among 1nst1tutlons to offer the best health care poss1ble W1llf
also add to the quest for new technology‘

“Whatever the reason, however, it seemsuclear to us

‘"that technology w1ll eontlnue to have a major 1mpact on medl—

" - ,."‘1- »
£

'Mc1ne for the foreSeéable future. NOw,.I have'some‘slides here

:whlch are g01ng to talk about 'some very spec1f1c technologles,

£ 07 . A

that’ we see becomlng 1mportant in the future And’also,‘the ’

- ,- ri-_“".\,.‘rg

first two slldes.are of‘a background nature which W1ll set then

scene 1n whlchxe think technology Wlll galn acceptance
(Inaud1ble)~—- typlcal technology problems ls lt“

p0551ble to dim the llghts9 lhere we go.h ’ -
The emphasrs on’technologyparisesrout”of,whatfwe

consider to be the new medicine, and here are just a few of
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il the areas that we think are going to receiye emphasis3in medi?

only is it good med1c1ne but many of the cost contalnment people

| R G R P TR Ies e

o

is the only device that is capable of meeting”the‘two dlStlnCt

cine. One is 1ncreas1ngly early empha51s on dlagn031s Not

feel that ultimately, by-diagnosing'a COndition~before it-be—’
COmESs - 1rrever51ble, it w1ll be possible to keep a- patlent out
of a long-term, costly hospltal stay

N Another area of‘emphasis will be on'ambulatory,care,
keeplng a patient out of the hlgh priced surglcal and acute care -
bed. Cost contalnment I'm sure you ve heard about thlS 1n the»l
last few days, everybody agrees that it's'one-of thetmajorr
aspects of health care and we certainly feel’that it's aoingdt”
to deter the acceptance of technology, although not destroy it.

One way of overcomlng some of these llmltatlons is

theyinyolvement in-longermtermftreatment, very often outside :
of the hospltal enV1ronment, as a replacement for, agaln, acute
care fac1llt1es- One of«the thlngs we ve eeen 1n Europe, whlch
are’ cpuntrleéﬁlnvolv1ng much more dlrect government 1nterventlon
the gOVernmentﬁhasbarhxtrarlly set health care 11m1ts In
Sweden, for examﬁie,-lf you re. 65 years old and you need a pace—__
maker, but you also have" some . compllcatlng disease such as.
cancer, you probably Won t get it because the'governmentzhae'
made an arbitrary decision that you're a‘hlgh—risk patient
who'elprobably‘going to die.anyway;withinja few;years._

More technology, clearly. In. our oplnlon, technology
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needs of the emerging'health care4environment. - That is, better
fquality health‘care:and more const control.

And flnally, Wlth the lncreased use of new technology

|| we see greater ‘dominance of ‘the medlcal field by speC1allsts,

.1nd1v1duals who are capable of taklng advantage of the caoa—f

bllltles of these hlghly spe01allzed dev1ces

What about the role of sp<301allsts'> .Specialists
in the New Technology is the title here, in case you can't-
see it. One of the thlngs we see happenlng with these new
technologles is that departmental demarcatlons are blurrlng
Tradltlonally, for example, the radiology deoartment was

respon81b1e for buying 1mag1ng equlpment Well " Now’_we see

cardlolong obstetrlcs, gynecology, neurology, all buylng

new technology dev1ces llke ultra- sound equlpment.' In the

future we thlnk it's g01ng to be ‘more dlfflcult to say that

el T l; iF

L& partlcular—speclhllst 1n the hosnltal is g01ng to be :

?: ': > -
respon31ble for all areas of a certaln klnd of technology

A R )

e ”_ﬁf~- We Ve also~seen new flefdoms arise. Flfteen,or twenty

yearstagogﬁhe&caﬁaibiogist,, for"example, was primarilyba pur-

I chaser of pllls and stethoscopes, and- perhaps $1, 500 00 EKG

‘machlnes. Well last year we estlmate that cardlologlsts pur—l

chased, in the United States, about $500 mllllon worth of
equloment, not 1nclud1ng another $250 mllllon worth of pace—

makers. So,here,lout of nO'where, has cone a‘high poWered o

purchasing center in the hospital.
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' practice on the part of practitioners. The more tests ‘that carg

: ized deV1ces, the- results can only be 1nterpreted by a hlohly

spec1allzed, spe01ally trained lnd;v1dual. And I»know 1n;my:

~a specialist at‘an"earlier,stage.of his disease developrent.

5

%
'f;,.

§

a lot of electronic gear_making funny beeps and sound\_s.“'_Wheanf

a weak sister. The teohnicians there. are making do with |

" equipment that's 20 years old. So clearly, withinfthe_hospitalﬁ

30
Clearly,‘one'of the*factors oontributinq'to the

growth of teohnologyvhas been increasing concern‘abOﬁt‘mal_

be done on an individual, the ablllty to show that you're

u51ng the'latest technology, is a defense agalnst maloractlce,,‘

and also haSVsupport 1nﬂthe sense of being good4medicine,.
-We:also see‘oonrliot w;thin the‘hoanital environment‘

in who's going to control these.patients?f Many of these oDGCldif»

own'family, for example our family doctor is now a cardioloev
gist as opposed to a general practitioner. aAnd more and

more we're going to see, in our opinion, the patient going . to

5_5_, Flnally, we ,eesa dollar—oriented pecking order

Lz K T he
g ,

arlslnq 1n the hOSprtal wVery often based on the develooments 1

ang’ new technolog] :' nad the occaslon last_yeek to walk,”,

I.‘ H - (s
;‘"“ v ‘4 .
£ ¢ . A'

th ough a hospltal 1n Japan and I saW'a'éituation that WaSXVery

o
7 £
ke

r*}t

si 1lar>to that ex1st1ng in the Unlted States. - The cardlology .

department has all“fancy, new equipment, hlghly streamllned

you go down to the respiratory care‘department it tends to be

we've seen a hierarchy develop among those doctors who are able

to get purdhases‘of»highly advanced equipment.
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Let's look at some of»the major technologlcal trende
now taking place }n the fleld. One of the thlngs thatkwe see
proliferating,in abwide~variety of 1nst1tutlons a;l across the
country are non 1nva51ve dlagnostlcs. And I'1l discuse:each
one of these areasuln more detall later on.

Also, we see an increasing‘emphaSie‘on something calle>
least—inVasiVe suroery. This involves~gettin§;away from cut-

ting the patient open,'from;involving surgicallylcreated wounds

that ‘may bemdifficult to!heal, that may causé further compli-

catlons to the oatlent d01ng surgery in a way that is more
ambulatory
Care of the acute patient I think 1n splte of the'

hlgh cost of treatlng acute Datlents, our country is not g01ng

to dlverge from the tradltlonal .concept of u51ng whatever oower~

SN BN .; 't, LE
: I

;‘15 avalrable to keeo the Datlent alive.

mhe avallabllrtj of 1ntelllgence 1n a wide varlety of

P
A _;',,,
o .~.“ K <.

electron1C'equ1pment throuch the use of mlcro processors, is,

: »ia.,,i;’
e-s%x ST LA

somethlng %e seevorollferatlng throughout all snecra1t1es. Herg -

‘we re talklng about aédlng small,_n1cro—m1n1aturlzed chlos that.
lhave computlng capablllty to varlous klnds of dlagnostlc and

therapeutlc dev1ces, to prOV1de 1ntelllqence, to: prov1de

analyetlcal'capability, to enhance thewability'of thehpractie”
tioner to both diagnose'and;serve‘the patient.
~aAnd finally, widely improved implants. : Now, let's

look at each of these in a little more depth;“>What‘are‘ste
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of the spec1f1c areas in’non—inva51ve diagnostics we‘seeygrow—
ing? Well orobably at the top of the list here 1s ultra-f‘
sound.‘ Ultra sound is a safe, relatively inexnenSive, easy to
use approach that s applicable to-a wide variety of speCial—
ties. We estimate, for example, that in 1978, . about él”O -
nillion was spent by hOSDltalS and‘or1Vate oractitioners in
the United States on ultra—sound’equipment By 1984 we're:
predicting that this level will 1ncrease to ‘about. €425 million.
And we expect to see this technology being accepted by a variet
of speCialties that are not currently using lt Right now~
cardiology and radiology are the big users. In the future we
see obstetrics, gynecology, neurolocv, perhans urology also

using this,

The measurement of physiological perameters. nght

: a e T S ,! e ( T, *1

teristics but we see the Aimproved technology being utilized
o ._3 N B } .

Ambulatory monitoring is another area of important‘
growth in our opinion.i Right now ambulatory monitoring is
primarily involved Wlth portable 24 hour ekg recorders, whereb
the patient wears an ekg recorder for 24 hours, his ekg Signal
is.recorded‘for the full‘period'of time, and then itfs analyzed‘
by a technician and a nlayback device. . But we see other Deramet

such’ as blood Dressure, perhaps reSpiration, being added to. thes

H|ldevices that prOVide a dramatic increase in information over:

i now ultra sound lS used primarily to measure anatom1cal charac—~

[\
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i;lght now.{;?hey;re:goihﬁ.to require‘a 1ot_of'development and
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restlng ekg s or short term measurement of these perameters.
Other areas we see.are increaSed;emphasis,on‘imaging;'
Imaging is‘an important part of diaénostic-meoicine andﬁwill
not dlsappear in 1mportance, even thoagh we have CAf scanners‘
all over the place.V:And already, after the QAT scanner, we're
looking atrtwo other,kinds of technologies hereithatmare cerf

tainly by no,means‘proven but which offer the potential'for

important medical advances.

These may be terms that you'revnot familiar,with.
One is nuclear‘maghetic resonance. ,Thrs‘involves measurangl
the perametersvof the moleculesvd?varlohs klnds of tlssues,,
and potentlally dlfferentlatlnq between pathology and cystlc

tlssuesf Electron spin- resonance 1s another technlque that

1nVolves measurlng the characterlstlc of tissue electrons.

< ER «",-"
l.-s

s you can 1mag1ne, these are technlques that are not 1n use -

.“" a.A

researéﬁ*béfére}thefihéghme-prOVen.i We think that by ‘the mid
to late,19éo's, you're going to”seeudevicesinstalled in’ |
hQSpitalssusing'thesertechnicues.

hLeast-inVaSiyeﬁsurgéry,oas I mentioned before,ais;
an attempt'at minimizing the’cutting bf éatients} And here
we seevthree devices that mill increase in use;‘-One is,lasers;-"
right now lasers are used primarily‘on eéoerimental basis~butﬁ

I had the opportunlty a few weeks ago to go to see laryngeal

cancer removed by a laser and the patlent belng awahened
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about half an: hour after the prooedure was‘comnleted;‘ The-
whole procedure took about 30‘m1nutes, there was no.wound made
1n the patlent s throat the Dath010qy was removed‘to a very

minute degree W1thout 1n3ur1ng the larnyx. The medical advan—

tages of the laser 1n thlS Plnd of surgery are tremendous. :And
the patlent could go home a day later 1nstead of hav1ng to stay
in the hospltal for a- weet | |

rr‘he use of endoscooes to. dladnose the’ Datlents and
also dellver theraoy is an area that we thlnk'lS going toh
receive 1ncrea31ng acceptance ‘in the future; 'Some.of thel
advancements in flberoptlcs now allow'flexible endosdopes/tot
be inserted in normal hody openlnqs and essentlally threaded

through comolex anatom01es such as the s1gm01d for dlrect

', mpre

1 VLSuallzatlon and renpval Of pathologv on an ambulatory basis.

PR

el "_..,‘ ; .,‘

. Flnally,,we see “the 1ncreased use of mlcrosurgery

*heé magnlflcatlon and llght advantages of the use . of'micro—.’

g i A

scepes are truly immense ‘and the fact that many surqeons have y
’grown up WLthout~the micr05cope has contributed to a ratherl
slow acceptanCe of thlS technlque to date. bHowever,imost‘ofh
the younger doctors are belng trained in these technlques and

we think will acceot them as a more natural approach and conse-

,quently, we . thlnk that most surgery in the mid to late 1980 s

will be done through mlcroscopes

Let's looP at care of the acute Datlent what some

of the thlngs we see here. Well, cllnlcal nutritional'support
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'is a new area. For many years\nutrition in the hospitals was

looked at as. akln to motherhood But some studies were done

: recently Wthh showed that uoward of 30 percent of all surgl—‘

‘cal patients are malnourished; Not in ‘the sense that‘their

bones were‘showing, but they canﬁt;reaily fight-off'the)diséf
orders andiconditions otrtheir post—operative surgery.. ;So;wefr‘
looking at an emerging neuvepecialty heredinvolvind theclinica'
support of patiente{ both'ore and,poet opérationaliy,~and the
use of a wide variety of‘nutritionai soiutione‘and newﬂkinds
of oumoing system5~and delivery syeteme here;are, we‘think,

g01ng to galn acceptance in the 1980 S-. (

Impr0ved patlent monltorlnq, addlng 1nte111gence to~

patlent monltqglng systems, to allow such thlngs as automated
a'afrhythmla aetectlon*ls just one example of the kind of thlng*

5we See habpen;ng here that will probably lead to an upgradlng.

;of acute care fac1;1t1es through the 1980's.

s . a LR ,
Jag P e x,:f
3 E SIQ’ i ¥ [T

Flnally, mechanlcal a551st dev1ces I'm shre;ali
of you have heard of things such aS)the‘lnter—aortic balioon -
pump, which is primarily looked upon as a device of,last‘reeorg

right now. But we see many advances being made on an experi-

‘mental basis on some of these devices and it may be possible

in the 80's, for example, to inplant devices‘likeﬁpacemakers"

“but that provide assistance to the pumping mechanism of the'

heart, not simblyjthe electrical'conduction system.

WeAhave a little'technology‘problem‘here. One of
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“down. ‘It reminds me of a tlme I borrowed somebody s Padlllac

theraoeutlc measures,

Tcomputer techniques to X= ray for the development of corDuterlzec

'condition, perhaps ultimately automatically briné about;theraf’
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the slides won't go down’sonwe have to“use,avknife to"push it

I had to open the door to pay the toll because the electrlcal
motor that operates the w1ndow broke down.

_The. addltlon of 1ntellloence through micro- computers
is an area that we thlnk is g01ng to achleve a great deal of
emphasas in’ the,1980 s, For example; the use ofthese'micro—
mlnlaturlzed chips to perform automated ekg ana1951s.v Just
this past year one of the major computer‘companles 1ntroducedm
a small, three—channel ekg cart that not only~produces an ekg

trace when the button is depressed, but also produces a com-

ks

-.f«.-,, s Gt

. B v "
G N

ﬁ‘

So ﬁore automated analy51s is somethlng that we tnlnk

ige golng ﬁU‘affect tHe fleld L1kew1se in 1mag1ng, the aooll—‘
cation of computer technlques to ultrasound for examole, can
substantlally improve ultrasOundb perhaps bring it‘up'topa

condition comparable to that oqu?ray; And the use‘of computer

technlques W1th ultrasound would be akln to the appllcatlon of'

tomography.
Patient"monitoring, as I mentioned earlier; is anothey

area where intelligence will-be used to monitor a patient's .

" to take a trlp and -was horrlfled to dlscover at each tollboothrr“

1pﬁterlzed evaluatlon of that patient's wave form which suggests| -
, 1 suggests|

B
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peutic measurés based upon the condition of the patient, with-

‘out having to wait for manual intervention. Respiratory care,

L

automated delivery of anesthesia aredjust two more areas>where
we thlnk thewuse of mlcro nrocessors w1ll have an 1moortant
impact on the field.

,This,last slide‘here covers the~area-or7implants.
Here we see materials, new kinds of material“processing-teChf'

niques, leading to,suhstantially.improved‘orthopedic'joints{v

We recently'completed a‘survey'of orthopedic suréeonsiwhich

1nd1cated that if there were aVallable better art1f1c1al hlps_‘

and better cements for 1mplantrng those art1f1c1al thS, the -

number of orocedures would,be substantlally greater than that .

POl B ol i B . s
r e b :f-'%»ﬁ "“a

L;whrch' x1stsiat present -fAnd we see developments takingablace}

,t only 1n Amerlca but«overseas as well, that will lead to

. -,_.*r" :d ;,-‘
L

substantlally 1mbroved orthonedlc joints.-

¥ -‘,"-. RN g

; ;hArtlfioial vessels; right now prohably the’mostr
widely used'applicatlonuin artificial Vesselslis'rn dialysis‘
patients where arteriovenous fistulas are'producedeusing
bovine grafts.‘-Well} it(s Our opinion that in'the future youfr

901ng to see plastlc and other manmade materlals belng used

. to produce hlghly effectlve art1f1c1al vessels that can be;

used to bypass damaged vessels.

~Intraoccular lenses is another example of an area

‘that we've already seen dramatic growth. We estimate that in

1978 almost $30 million was spent in the United States on -
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intraoccular lenses by hospitals,‘compared with‘only about $3

million just‘two years.earlier. A clear indication‘of what
can happen when new'technology gains acceptanceqamong a'group;
of practitioners.

| Finally, we see artificial orqans, iﬁolantahle
art1f1c1al organs being develooed in the late 1980 s‘and earlyu
1990's, that Wlll negate the need for~ some ‘of the palliative
measures now taLenw, For example, we ant101pate an implantable:

art1f1c1al kidney ‘that will do away with the need for dialysis

-externally by 1990. - LikeW1se, an artificial pancreas to~oVer—

'come many of the problems‘associated with diabetes is a real.

:p0351bilu£yvan the.;aée 1980 S..

ﬁ

%o what TV attempted to do here is Simply summarize
some_ofrthe 1mbortant deVelopments that we. see taking place in -

Ser v

the, fle&@% And we*thlnk?that in spite of the 1ncreasing emDha—‘«
Sis on'cost—containment, that'We’re’not going’to see a demise"f‘l
of technology, that in fact technology is goinq to continue to
thrlve because it offers‘a ‘hope for oerforming thosertwo dis- .
tinct requ1rements of the health care field, namely better
quality med1c1ne and also lower cost. And it's really thefhf
only thing on- the horizonthat‘seems to have the ootential for
dOing thlS. |

I don'tgthink Qe disagree'that cost containﬁentfisq

going to have an effect on technology, but it's going to cut

back on its growth somewhat, but clearly, the increasing '




‘fdegrees from Dukef?

Document from the collections of the AAMC Not to be reproduced without permission

39

interest of the Amerlcan publlc in 1mnroved quallty of health

is not going to allow a deterloratlon in technology
Thank you very much
(Applause.l |
MR. COLLETON : Thank you‘very much, Barry,fon,that
analyetical view of what's ahead. I'm sure the audlence will

have a good nany questlons for you momentarlly.,

Our ‘next speaker is Dr. John Ball rsenlor oollcy
analyst 1n the Pre51dent s Offlce‘of Science and”Technology.
Dr.

Ball was a Robert Wood Johnson Cllnlcal Scholar at George

Washlngton Unlver51ty and recelved both his M. D and J.D.

et

He has served in varlous caDac1t1es at HEW

P

"1nclud1ng chlef of the medlcal audlt branch of" the DlVlSlon of

R m

Peer ReVLew durlng 1976 and 1977 ,and‘was a551stant to the

Dlrector of tHe OfficeYOf Ouallty Standards from 1974 through

1976.

It 1s w1th great Dleasure that I Dresent Dr. John

‘Ball, who W1ll speak to you on the government S nlanned approack»

to technology, efflcacy evaluatlon, utlll7atlon standards and

‘relmburSement of resultlng services. Dr.)Ball.

(Applause )
DR. BALL:: Thankfyou, Mr. Colleton; - T should like
at the start of “this session to note that ‘the title of the

general se851on, that is. Confllct Contlnulng Advancement in

Medlcal Technologv and the Quest for Cost Contalnment reflects
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a presupposition that -may limit our vision of the'futuregA

and our understanding of the future. I, for one, don't accept

the assumption that continuing advancenent inrtechnolOgy is

necessarily in confllct w1th the cuest for cost containrent

" and in that I echo Mra Weinberg. I believe it' s pos 1ble to

ha&é both‘moreirational expenditure of health care'dollars “tx
and innovation in health care teéhnélogy;

This'isn'tMto saf.thd:those goals aren't in notential
conflict, nor is it to say‘that‘the balancing of divergent”orx

seemingly divergent values is not 1nherently difficult. . It is

e

A‘:;,.;"’

:’tOfsay thatvthe ch01ce need not be either/or either cost

c-'{ B

vcontainment or 1nnovation

Eiéigs?oiiépééé”h'h?buffin this case mention‘should be made

. of the tltle a851gned by your orogram commlttee to’ Mr Weinberg

"What's Ahead in the Medical Technology FxplOSion ' That
title contains a loaded word/ explosron. Inadvertently ‘or not,
your program committee put 1ts collective flnger on a most

important problem, exo1051ons in the traditional sense have

‘the capacity for good or for ill. But it's part of the
nature of”explosions that their effects are not highly predictq-

- able but are often randon and destructive.

I want to suggest that a oart of our common problem

is the way in whlch ‘health care technology finds its way. 1nto

~
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and is used in medical-practice. 'I'd be unfair at this point.

.

if I didn't comment on the title assigned to me, "The Govern-

ment's Planned Approach to;Technology: Efficaoy Evaluation;

Ut1117atlon Standards, and. Relmbursement of nesultlng Serv1ces.

The tltles of the general session and of the other presentation

‘each contain loaded words,p"cOnflict" infthe fOrmer, ﬁexploSibn;

in the latter. pThe loaded word in the title assigned to ny
presentation is "planned.”
It would'be;at best"inaocurate to say that the Federa

Government has had or’ presently has a Dlanned approach to healt

7‘

:.oare“technologyn 'Eﬁ,fadtj‘another part of our eommonroroblemwu

5 r{V "

‘ot

;ls that the government has no ratlonal annroach to, health

care technoloqy Infessence, what I've beéen asked to do isk
prgdiﬁtﬁ@ﬁ@hfﬂtﬁﬁéﬁx$Ihshall attempt to do so by the usual

method; Dresentlng my own data, maklnc certaln assumptlons,n
analyzing trends and draw1ng conclusions. The reason that you,

the audience, have an,interest in‘all of this is that thefbette

‘you and your,institutions can predict the futnre, the better -

you can cope with the changes that the future wilI_bringf The

better you'COpe with change, the more likely you are. to survive

to prosper.

What I‘shaLl do therefore is to relate’preSent"‘

activity and. .to predict\future policy in health’care?technologv_,

from the Federal Governmental perspective. Specifically, what -

is- likely to occur in the areas,of efficaCy evaluation, utili-
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zatlon standards and resultlng relmbursement of services.

In order that these remarks be placed in their proper perSpec—

tive, you should'be assured that they reflect ro hidden‘agenda..

That‘is, there does not exist, either:Within HEW or the Depart-y
ment of Health and Human Services, or within the EXchtive

Office, a secret health care technology pollcy, lurklng, ready

‘to spring upon you.

First, then, efficacy eValuationwi,Louis(Thomas, in };
his delightful and perceptive book. "The Lives of,a Cell"awrote,

"Technology assessment has become a routlne exercise for the

! ~ \J
] g u . .
’, 20 P, e p

;,s lentlflc enternrlses on whlch the country is obllged to spend

g 1‘;,9

vast ‘sums, for ltS needs u:Bralny commlttees are contlnually

N . oo ﬁ‘.
. ; + W e - B

eValuatlng the effectlveness and cost of dolng varlous thrnga
injééace;‘defenSe, energy, transportatlon and the llke, to glve
advice about prudent investments about the future. Somehow N
medicine,‘for ail the money.that it is aaid.to cost the_nation,
has not yet come in for much of thls analytlcal treatment;
When, as is bound to hapnen ooner or later, anaiysts get
around to the technology of med1c1ne itself, they w1ll have tol
face‘the problem of,measurlng the relatlve’cost and effectiye;

ness, of all the thlngs that are done 1n the management of dis-

ease. They make their 11v1ng at thlS kind of thlng, and I ‘wish

-them well. - But T imagine they will have a bew1lder1ng tlme.’

Thomas was right on at least two]accounts. The

analysts have gotten around to technology of medicine itself,
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that is the evaluatlon of health care technology, has been"

‘occurruuyln«some rudlmentaryﬂfashion'for years.' What is new.

'publlc awareness of and fa501natlon with technoloay in general
f'and health technology 1n partlcular. The electronlcs 1ndustryl

i‘fepresentS»a stunnlng examnle of the vast range of products

|- which have capa01t1es far exceeding the glant 1nstruments of

43

and yes, they are. hav1ng a bew1lder1ng time. He was, however,”

at least partlally wrong on one count. Technology assessment,

at least in some form, isn't new. Technology assessment,

are new methodologies, new structures, new laws and new public
concern.
Public concern has come about‘because of heightened"

3

-

of technology'and thefrapldlty of technologlcal change. The

breakthrough of the‘mlracle chip has made pos51ble glgantlc

i
< e 4

steps in computer apbllcatlons as well as- in a olethora of’

consumer products. In the shortgspace‘of'one decade, students

have replaced the slide'rule with‘personal desk—top computers |

the 1960 S. And in the electronlcs lndustry, as in most other

1ndustr1es, technologlcal change has brought decreases 1n costs~

and in prices.
The development of such fa501nat1ng oroducts of sciend

and technology has led to an 1ncreased public ‘awareness of the'

potentlal for technology and to 1nCreased bubllc expectatlons

of the beneflts of technology. That awareness and those expec¥_g

tations,are‘beginning to be focused on health care technologies.

e
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The public, partly mystified by modern'medicine and bartly dis-

satlsfied‘with the inability of manylmedical,practicéswtolim—
prove patlent outcomes, qulte naturally expect‘that the" 15-“’
creas1ng appllcatlon of technology to nedlcal care w1ll brlng
signiflcant benefits;b Anyone‘who s been rnslde the‘modern»

hospital may surely ekpect that the current explosion in.

: laboratory tests, machinery and pedple, should hring him and e

her increased well being.

In addltlon to public exoectatlons of 1ncreased bene-;

flts,;thvre are also publlc expectatlons that technology w1ll

vy"

bllng decreased costs. In almost every other 1ndustry,

, L % 4. B
g B I TR

htechnologlcal41mprovements lead to decreased manoower and E

“%"In gqntrast, it has been sald, in the‘

production: cdsts
‘health field new technologies usually 1ncrease both labor k
and capltal cost " The public is frustrated over‘the rlsing
cost of health care and technology has become the llghtnlng
rod to capture that frustratlon. Impersonal tanglble and
very visible,'technologyfis anleaSy‘target for puhllc‘dlsfa,'s
lsatlsfactlon. N |

The current cllmate 1n whlch the dlscu551on of

 health technology procedes, therefore, 1s one of oubllc

expectatlon and public frustratlon.. Keenlng that cllmate'
in mind, let me weave a chture of the current technology :

assessment, returning to a theme introduced a few momentS“, 

ago; thatyis that some evaluation in health technologies has
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been proceding. for years. The seeds of cOmprehehsiveftechnolog

assessment'are quite old.
Estimating efficacy and safety takes place at several

different levels. pre—clinical informal epidemiological

.~randomized clinical trials and formal consensus develooment.

jThe first, pre clinical testing, is deSigned to evaluate a

technology in biochemical or animal ‘systems prior to human

,Vtesting. Examples of Dre clinical testing are very familiar,

chemical analyses for purity, animal testing for. the determina—

“g"f B “'~ H.l.w

*tIOn of therapeutic and tox1c levels, and phy51cal testing to

/determine material strength

RN . rf'r
T R A S -

Second, 1nfonma1 estimating of efficacy. and safety

[P & 3
. ’; B v;;.:_‘ \;«;,:. 5 EN

is the most common method of evaluation. It's estimated that
80 to 90 percent of all procedures_have beeneraluatedhonly
by informal»techniaues. Personal ekperience is the-oldest'and‘

most common informal method of Judging the efficacy and safety

of a medical technology and is the nrimary method that deter—

mines whether the technology is adapted into widespread prac—.b N
tice. ‘Such,informal evaluation has-led in many'if not‘mostﬁ
cases to abpropriate dec1s1onsvon the application of technology.'
In other cases, the informal method has not- fared SO well
The‘third way,of estimating efficacyﬂand Safetyhis
the epidemiological,approach. Again, the methods‘used‘aref

quite familiar;v Retrospective studies to compare groups of

people w1th a certain disease to those Without the disease, and
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prospective studies to follow the histories of persons both.

exposed and unexposed to the factor under study

- The fourth method, randomized controi‘Clihicai triélsv

are in a sense a sophlstlcated extension of the epldemlologlcal

approach. qubjects, as_you know, are assigned randomlyAto“

experimental,and»control groups and the results of the trial
are éhalyZed-to evaluate the relatiVe risks and‘benefits of

the technology.

;_ ) 3 ; N =5 -

,a,method that‘s‘the’phllosophlcal Chlld of the informal anproac

pé}@@pst}ess fami_ arﬁthgn,the~other approaches,;lt svpresent”
stage of evolution is epitomized by the consensus development

conferences now ongoing at the NIH. Recent subjects of evalua-

“tion in these exercises include antenatal diagnosis, manage- -

ment of‘ptimarylbfeest‘cancer, interoccular lehs,iﬁélantationhﬂ
aud the use:oftmicro—érOCessor based maehines‘in;?etient care.‘
Itfs good’to know that we had two of’thefour:oﬁAyourlistT;,

| What charactefizesvthese'five general mechahismsVﬁ‘

of technology evaluation‘is‘that they are all by and iarge_;l.v

controlled by the private sector. The health technology'indusfi

‘try and the Health professicnals. to be_Sure,hextefnal’fofdes,,

that is governmental regulation and products liability law to.

hame“but two: have played an important‘role iﬂrtheﬂinstitution'

and continuation of‘such evaluations. But the‘eualuations‘V

h,
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~mental regulation has générally focused on requiring the health}

Lmarketed the thalldomlde tragedy in the early 1960 s led tO'

1 -t

" ment considerations.

themselves are”designed and carried out internally;‘”Govern—l

rthe furﬁher development that drucs be shown to be eff1cac1ous.n

will becomersignificantly broader than it presently is.

47

industry to develop evidence of safety andJefficacy,thenefally,

also, goVernmental_regulation has been responsive to oublio
health tragedies, the elixir sulfohamide (?) dlsaster of thev
late 1930 s led to Federal Food and Drug and Cosmetlc Act,'and

its requlrement that drugs be shown to be safe before belng

1“!‘

;(. R v,

‘Q TeohnolOgy aSSessment in the future is likely to be

qulte dlfferent. Whlle the same methods descrlbed a moment

i i, ’; =
| R i Saf sl
. ot x “c’v

ago Qlll contlnue, three events wllllllkely hhange the course
of assessmente.,‘These three'are, neW‘methodologies, new!laws,-
and new structnree: All three will emphasize twobasio“oifterl
ences with the existing prooess; first;.although‘preeent

evaluations are internal, that is industrial and professional,

additional evaluations may well be external. That is, govern- |

mental and third—party,paYers.. And second, governmental'fegula

tion previously respnsive primarily to safety'and'efficacyq

considerations will increasingly be responsive to cost contain-

‘These two factors, external evaluation and eost'

responsiveness, in turn suggest that technology assessment

Consider,ﬁfor example,  the description given by the Conéressioh

al‘
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Office of Technology Assessment. Technology assessment is d

| said to be a comprehensive form of policy research that examine.

~.the short and long-term social consequences of the appiication_

or use of technology. -It is an analysis of social rather than

technical issues and it'is especially.concernedlwith‘ﬁnintended’

indirect-or delayed sociai‘impacts.
Thus, although evaluation-of safety'and“efficacy wiIl

gdoubtless contlnue,,a new dlmen51on will llkely be added to .

Il%the- evaluatlon of technology : That is, the assessment of

broader soclal -ethlcal *legal and political effects of tech—*

! .

nology ObV1ously,\there are great oroblems with thlS broader

. “oa E .‘
’x‘ ‘Ai . KL

evaluation.  First, there is no standard, usable method yet

available.,,Second, medical téchnOlogies are qu1te~d1verse;ma‘f

standardvformat‘fordassessmentlmay not be.possible} Third,

the interdisciplinary approach necessary is difficult, practi-

cally, to develop.' And fourth, the dollar cost .and time costs

are extremely high;

Nevertheless} the basic.weakness,°1ack ofﬁan adequate

methodology, is belng approached methodlcally and is beglnnlng !

to grow stronger. The work of QTA,vof the Center for the
'Anaiysis of‘Health‘Practices at Harvard,'the?TechnOlogy Centerf
at the University of‘Missouri(and:of,the Health;Policy~Center‘
at Georgetown and‘in manyhother setting5~shows,promise of‘ ’
providing the'basic tools of“assessment. |

New laws proVide a,second event that's likely to

’
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change.the emphasis of technology evaluation. This nation

has had, I believe, a progression of laws having to do with

technology and its evaluation, or as some would haye it, its
control. Safety was our first coOncern, and thevearliest food
and drug laws focused solely on the assurance of safety.

Efflcacy was odr next concern,‘although 1t was less than two

R

decades ago that thlS factor was added to the drug laws.i But

v “ m"

the character of the Federal statutes regulating health tech-
nologies has begun to change much more rapidly. Although 1n>
19?6, the Medical Dev1ces Amendments to the Food, Drug,‘and )
Cosmetic Act, gave FDA the responsibiiity of evaluating”the
safety and efflcacy of‘medical dev1ces, the amendments also
added a little noticed but highly ootentially Dowerful Dro—
VlSlon, the restrictive devices prov151on, which-states;,

"The Secretary may, by regulatlon, require: that a device be
restricted for sale, diStribution or use upon such‘other
conditions as the Secretary may prescribe if, beCause“of the
potentiality for harmful effect‘or the.collateral measures,
necessary for its use -- or:the coilateral measures neCessaryd
tor its*useg—— the‘Secretary determines that there cannot
otherwise be’reasonable assurance of its safety'and effective-
ness." Thus, with‘regard to medical devices there exists the
statutory authority to restrict not only‘t&e sale but'also'the
use of a device, even if the devide itself is safe and,effi;‘

cacious.
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established the National Center for Health.Care Technology.
That statute provides the Center to undertake. comprehensive
assessments of health care technology, taking inté account

4these‘facﬁorg;xthé;sﬁfétY}'efféétiveness, gdSt‘effectivenesé,

use of certain techhologies, “Nevertheless,‘two very Specific_

and quasi-regulatory activities given by'law,‘make ﬁhg ffects |

.50

The most recent Federal law, that passed alﬁost ex-

actly one year ago, and referred to by Mr. Colleton, which -

ER SR

A T LT PRt B ' ‘
and the social, ethical and economic impact of health care

techno;ogigsux%qhg-rap#@}?;gpy Which the law has éxpaﬁded‘its

4,
2 T

focus is thus breathtaking.

Consider: 1938, safety; 1962, efficacy; 1976,

collateral measures; 1978, sociai,;éthical aﬁd econqmic impact.,

It should be stated, to be‘completely accurate,‘tha£>inyrthe

first three enactments are regulatofy“ih'nature; Tﬁét is,.onlyi

safety,’efficacy_and’collatefal neasures may be tékehlintov,

account in detérmining approval or disapproval for sale and

of the actions of the National Center for Health Care Technolog
potentially as important as any regulatofy action.

' These two functions of the Center and its Advisory

Council are first, to develop exemplary standards, norms aﬁd ;ﬂ

criteria concerning the use of a particular health care technol

ogy, and two, to make recommendations with respect to reimbursg

ment policy.

The third event that will have an impact on technolod

y




_evaluation is .the -development of new structures,'cSeVeralfof

these new structures have already heen mentioned. ‘The Office

of Technology Assessment, the National Center'for'Healﬁh Care

Technology, the consensus deVelopment conferences at the NIH,

. which con§Lder not only techﬁlcal issues but also economic ones|.
At least equally 1mportant is the éevelopment of new
struchres7w1th1n ﬁhe medléakyprofe551on, in which there is a

grow1ng 1nterest in the'broader igsues posed by the utlllzatlon

»,\

of technology The profe551onxls openly dlscg551ng whethe? new
technologlesrahdrchenges in old teChhologies are woréhlthelr
'cost.r Whether oh‘balence they significahtl§ lmprove patieht
care. Now being debeted‘are such“queetiOns as whether/dlegnos?
tic -- as whether a particular procedure me#ely adds to the
COmpleteness of a diagnostic’workéuﬁTor Whether it actually
reélaces an"outmoded‘procedure; whether a‘betalradioloéic
picture of an inoperable brain tUmor'really'helps the pecient7>
and whethef‘electronic fetal monitorlngin.fact leads to in-
creased mortality and morbidity by lncfeaeing the frequency

of Cemerian sections.
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'This broader discussion has recently found‘iﬁs_wey
onto the agendas of hundreds ofhprofessional meetinés.i‘The:e
is,then, l.believe, a deVeloping‘criticél ﬁess of fhe medical
profession, enough indiviouals and organi;ations, to begih a

.' # - shift in emphasis in technology evaluation from informal evaluag-

tion of safety and simple efficacy, to more systematic
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assessments of the broader implications.

Thus, given this environment, public expectations of

 benefit from technology and public frustration over health care

costs, andrgiven‘thesg déyelopments,~that is new methodoiogies,

new :laws and he¥ Structutes, it ,is most likely that the near
L T ALl TR T L o : e

future will see much,brpader assessments of health care tech- i

3

: nolpgiéébethlréquirédfby7éna*ih some cases carried out by the |

: T4

The bulk of this presenﬁétion ﬁaé beén de?bted to
technolqu;%sgessment; tﬁe'first of the threé spb—tépics‘in
the title. The remaininé two‘sectidns will be much briefér,
primarily because the issues of appropriaterufilizatidn of';g—‘
imbursement are; £o a 1ar§e;éxtent, subsumed by teChnongy,_
asseésment and I'Ve,alreaéy'touchédyupdn'thqée:’ .

‘Utilizgtion standérdsﬁ the‘phrasefin éhe title of ;;
this preSehtatiqn, raises the old fears wagbvefnmenﬁ control
of medical_practice gnd of cookbook medicine. ‘ivwould submif,
however, that we in fhe medical pfofession_have.had‘utilization
standards for quite some time, and that far from rebelling._
against them, we ﬁaVe embraced them. Not only has ﬁhe pro—ﬂ
fession'deVelobed certaiﬁ,standards and guidelines; but also
governmeﬁt—agencies have done likewise and we héﬁe.follpwed
fheﬁf A few examples might be,iﬁsérucfiQe; |

First;three decades ‘ago, premature infants given‘l

high percentages of inspired oxygen were developing blipdnéss
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newborn, and the profession followed them to the great benefit

Sra ot TioaTe T e , S . o
- diseases;ﬁaVe;longibeén‘asgomrce of controversy in medicine

"and acts on it.’ Guidelines that érencredibie and are developed

- 53

secondafy to retrolentalfibroplasia. The Aﬁerican Academy of
Pediatrics developed guidelines for the use of oxygen in the

Y

B

of infantsg./% ', : R T

“~:a’decond example; treatment of sexually transmitted

unfii‘fﬁéw?enter fgp.giaqg§%gé6ntrol iésued“guidelines'for the -
treatméhﬁ of>;yéhilis,:goﬁorrhe§, and othef diseasesﬂ' Thg_
professién was quick to adopt these guidelines énd it ié a’
very rare public clinic?that‘does not'have them posted fort‘
eésy-reference; | |

Thé,third éxaﬁple,rthe ability répidly to‘diagnqse
pulmonéry.emboiism is éfVital medical necessity; buf'pot until
studies appeared in the 1iteratufe given freqﬁéhCies Qf posi—r
tive test results cqrreléfing With the diagnosis, did we have
,much‘rationalagasis'fdr“aoing-anY£hiﬁg‘but ordering ‘every teétr
available. -
Thus it is that wheﬁ genuihelcoptrdvefsy over the
appropriate utilizatibn Qf téchnoldgy exists, indivi&ﬁal
physicians have been willing to grasp any‘sﬁraw,in‘the wind
that offers supportfor‘aparticularmapgroach. When £hat éid
comes in the form of good studies, goodJtechnoiogy'asséssmént,
or. the carefuily~considered‘OPinionuof expefts, be they wiﬁhin‘

the profession or within government, the physician relies on
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Vare;cbnsidéreaﬁ,theretisbconsiderable‘input'from'the medical

one commonality; the growing recognition that'safety‘and simple|

54
with at least the assistance of the profession are accepted,
welcomed and embraced. In all the areas in the Federal

Government in which the utilization of‘health technologies‘

N ,'Mvt

;‘. N . ) . r’ :7 H -
profession. The examples are numerous
i R : : “a : )

?\i g Hlstorlcally there 1s much’ precedent for the develon—
ment'andgacqegtancefof;gu;@gk;nes in medical practlce{ Governf
mental activity to date hasﬂbeen,consisténtly,constructive,I:(
belleve, and there's norev1dence that thls 1s llkely to change
There 1s,rhowever, a change in the tenor of government 1nvolve—'
ment.a‘Because of the frustration over costs of a speCific
technology; that is;thegcomputer temography scanner, (PHONETIC)
dramatized the\inabilitv of government to overSee”rationalﬂv
allocation and utlllzatlon in new*technolooles, it is llkely
that much more attentlon in technology assessment vlll be pald
to the iSSue of appropriate utilization.‘ It is also llkely
that new government act1V1ty will emphaSLZe what Schartz and
Goscowﬁ(PHONETIC) have:called util;zation efficiency;tingcon—‘
trast‘to‘production'efficiency. -Thatris,'the eﬁphasis wi;l be -
onfwhether‘the net medical benefitfexceeds or eqﬁals the'cost:
of achieving it, TheSeltWo somewhatvseparate‘issues,;guidelines

for‘apprOPriate utilization and utilization efficiency, share

efficacy are insufficient bases alone, but that the way 'in which

a technology is used is equally important.
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-lenght transactions between buyers and sellers. 1In health

Thus, I believe we will see'increasinglemphasis in
government activity in the area of utilization‘ofltechnOlogy.

The NIH consensus development conferences will 11kely achleve

much greater lmpact than they now do, with broader 1nnut dis-
cuss1on, and dlsSemlnatlon.,“Although in the first two meetlngs

> -

of the Natlonal Coun01l on Health Care Technology, the phrase,

‘y‘v ,‘ YLt

standards of utlllzatlon"'was hardly mentloned “the area is
one in which the National Center cannot long ingore and its
'potential iﬁpact is great.’ The task:for each of these activi-
ties is to procede only at the rate ofthe state.of the~art
and always(to be aware of its liﬁitations, but nevertheless,
to procede. | |

Einally, this presentation wouldnlttbe complete witho

some analysis‘ofdthe direction the reimbursementlsystemInightv
take, -given the environment I;ve described. It is, in thej
first place, all too obyiousthat’the_nresent reimbursement
system ls at:thedronte of'the problem‘of health care“costs.
There is mno other system that hasysuch perverse economlc inj

centives. In a free market economy prices are set by arm's-

care, the seller can determine what the buyer needs,'where

-he needs it, when hevneeds it, and how much it will cost. And

the buyer will acquiese because he has no incéntive, economic

or otherwise, not to agree. With regard to technologies, there

is no direct economic incentive for producers not to produce

ut
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a technolOQY;‘a physician not to utilize it, and a,patient‘not

tobhave it applied to'him. In fact, in health economlcs, there
B )

A ’_ ,ﬁ - ;’k’, N

are no truly 1nformed buygrs, only pa551ve payers.

L In practlce, thlS economlcs is as perverse as it is

T

e L

‘ »

1nferlor.~ The Federal Government through its Medlcare program,‘

.1‘:-.46'

has been the epftome of‘the”pa851ve payer. In essence, what—
ever services are bllled for, are paid for. Statutory mandate
of the Medlcare program is to reimburse orov1ders only for those
health services that are reasonable and necessary, That«mandate
has_never been taken seriouSly. In fact, thererareuneither
reéulations nor written guidelfnes under which’the‘Medicare

program determines réimbursement policy. The respon31b111ty fox

,relmbursement deC131ons has been abdlcated largely to carrlers

and 1ntermed1ar1es;‘ Greater than 99 percent of the determlna-‘
tlons of covered serv1ces under Medlcare have been and are belng“
made by'carriers and intermediaries.' If a service has been
previously billed for, a blll received for the same type of
service will be paid. If a bill for a new servibe iS‘received,
it may face the following scenario. First, the carrler may pay
W1thout questlon, or, the carrler nlght con51der‘the 1ssue, then
pay; or the carrler might request an oplnlon of the reglonal
HEW office and then pay, or. the reglonal offlce may go to thev‘

Medicare Central Office and then bay Or flnally, the Medlcare

Central Office may request a medical opinion of the Publlc

Health Service. 1In such a perametal system, few so-called




:that document is no more than an informal‘guideline."Thus,

‘gies, plainly stated, appears to,be_this: Any bill,that is

,received ‘is paid, carriers and intermediaries decide coverage
~are made.

”however,lbelatedly being recognized‘by.those'responsibleifOr

~in this system.“ One of the basic problems in reforming the

Document from the collections of the AAMC Not to be reproduced without permission

~ data on the number, types and distribution of procedures that

‘on the long-term benefits and risks of.technology.t

coverage issues are ever decided at a central point.

If the system for coverage decisions were not bizarre
- N e £ T } . ) .

we R TP P

enohgh@»the”preseﬁtvméchanieﬁgfor deciding coverage issues

-

at the national level lS even more odd. For the first 12

years of . the Medicare program, that is until 1977, there were

ThouE

no formal criteria about wHich coverage dec131ons were made.

Today there's a document outlining_that process; but even now7

the present Federal pollcy for relmbursement of new technolo—

policy, and there are no criteria by which coverage decisions
This is an absurd situation. TIts absurdilty is,

the administration of the reimbUrsementiprograms. And itfs‘

likely that the near future will bring significant changes
system, however, is the absence of data of two sorts; first,

are done. As you know, a hospital bill for reimbursement doesr

contain a 1ieting of all the proceduresfdonea, And‘two;:data

The first sort of data lack is being addressed by

the development of theycommon procedhralwtechnologyland of

't




‘ybeingxaddressed The qommonalnstlgatlon of parts of the medl—
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policy will occur are several. Already mentioned is the

' National Center for Health Care Technology and the'function

58

other uniform data systems. Clearly, such'systems have'a long

way to gb but the pleces seem to be falllng 1nto Dlace

More 1mportantly, the second type of data lack, that.

is datav6njthe‘éffebti€éﬁess of medlcal services, is now final]

‘1}

cal profe551on, of our Offlce of Sc1ence and mechnology Pollcy[

and of parts W1th;n the Department‘of~Health and Human.Serv1ces
a model is being developed whereby imagiqative dse of  the
reimbursement'system can help develoé datavon etfectiveness,
oﬁ,Whichvrationalvteimbﬁrsement pOlicy.can‘be made;' The hodel-
shohld make,lt_possible to identify_newsteehnelegies‘ef\
potentially'significant,impact, and wdﬁld trade‘reimburSement—
dollars in the“investidational Dhase of the technoloéy fbr
data on effectlveness supnlled under an. agreed upon experl—
mental protocol. The model would make it poss1ble for the
producer to recover some of the developmental costs early‘—

and for the reimburser to make rational decisiens‘On coyeragei

policy.

This'deVelopment.is quite ﬁewy but'it'is excitingwf,'

and it's likely to be a significant part of thegreimbursementy'
policy in the future.

The structures within which change in reimbursement

it has in coverage issue analysis. Equally important,,however,A

Y
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is the quiet but peréistentractivity~taking,placé outside

RN

government, by the .medical. profession, private insurers and

p;iggteeﬂindgstrya Aghe‘gpnge;n that heal&h,care costs are high!{

and -that-we are not reaplnéﬁall the benefits of health care

N .

‘technology wemight, is nof solely a concern of government but

is sharéd.b§ many~sectors.

‘.in‘i977 Blge'Shieia‘publighea a list éfjéb;¢léte
procedﬁres, which would no longer,automaticélly be paideor.
More‘réCen£ly; Blue é:dssﬂﬂas made similar‘éhanges in' its
policy toward pre—Su;gical ﬁork-ups‘and rOutine’édmiéSiQn
laboratofy testing. The medical profession hasvbeen aé£ing‘
with reimbursers inqpolicyfchanges suchvaé'these. iThe Americah»

College'of Physicians, through its medical neceséity project,

~and the Council of Medical Specialty Societies, have both been

quietly pursuing means by which to make reimbursement decisions
rational.
PriVate industry in several different.kinds bf bus- .

inesses have begun to form consortia, negotiating with health

‘insurers on ways to lower costs. The development of a rational

approach to deciding Whéﬁ_Services‘are‘é5vered is.é:largé‘part_

df their concern. | |
.Thefe is; i“belieﬁe, a deVelopihg brogd cqnéenéus

that the splution»to.tﬁe prqblem ofﬁighhealth.qosts begins

with changing of pefspective." Passive payers must become

informed buyers. Until'thatroccurs, all ihcentives will '




Document from the collections of the AAMC Not to be reproduced without permission

60

continue to favor utilization -- over utilization~ofuhealthm
,;xz ‘ i

e‘ : - ) v

,»:#"

technologles Wlth consequent unnecessary costs.

-1

'133 In summary, the Dicture I palnt ‘is one of the exten-

sion- of trends of Wthh you already Should be cognlzant
Efficacy evaiuatlonjiutiliégtion standards and reimbursement
cf services are not new concepts, What is new is the‘coalescen
of the concerns of the‘pubiic, patients} physicians;rpayers

and noiiticians,‘ Together With_new methodologies; new laWS‘

and new structures.

Tobreturn at last to the title of this session, there

- need be no conflict between innovation and the quest for

N

cost containment. The necessity for assessment‘of,the_effects

0f technology should be clear. Whattechnology'assesSmenthwill'

do, if carried out with caution and perspective, is to charge
the present focus on incremental improvements in existing

technologles to a focus on truly 1nnovat1ve breakthroughs in

the development of curative technologies.”

The challenge to you, theiteaching hospitals,“isoto;i

join in these compatible quests: Innovation and cost~contain—v

ment. Thank you.

(Applause.)

MR. COLLETON: Thankryou,»Dr.‘Ball, for,the(Govern-
ment's view‘on the question before us, ‘We are\nou read§‘“to

take questions from the audience. ' Your speakers have a micro-

phone and all of you have a loud voice, or microphones on eithej
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end Qf théfrobm; ,%o 1f we mlght commence. 'And I might aSk'”

T y_,

in. the 1nterest of personallzlng the meetlng a bit, that you - -

"’.'

1dent1fy yourSelf and the 1net1tutlon £rom whlch,you come

MR. METSIDE: Jim Metside (PHONETIC), from Oklahoma

Nebraska (inaudible). Mr. Weinberg, you made several referencels

- to your travels. abroad. Do'you see these new technologiee

arising markedly (inaudible) companies or Smaller.or,foreign
(inahdihle) compahies? “

'MR. WEINBERG:N I think 1t varaes from country to .
couhtry. In the Unlted States the 1nnovatlon seems‘to lie
primarily wrth the manufacturers; . In Europe there is relativei
little 1nnovatlon excebt in the drug area, compared to that
of the. Unlted States.

On the other hand, in Japan, there's probablyfmuch
more rapid development of\innOvation than there is evehhihrthegr
United States. And this eeems‘to be due primarily*to’the=
interests of the Japaneée medical -societies, which arelheaVily
device and new technology oriented. So iothinkrit varies from
countryito country. |

MR. ' :  (Inaudible), ﬁhiVersity of.Pennsyl—f
vania. (Ihaudible5~you described to us a»rather'radical
change in.(ihaudible);

MR. WEINBERG: Well, fortunately, £hat';fnot my

business, I don't have to make that decision. I'm not qsurve,




it varies from technology to technology.” In the area of ihter-

_tion, Barry, to kind of bring it.into a little.sharper_focﬁs,~

' If one were to ask you, on a scale of one to ‘100 percent,
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diagnostics, for examole, whlch are a very controver51al area,'

62

PP Gy i e s e ey \ =
I;ﬁiieéliy“édalifieéﬁﬁo‘offér~that-kind,of adviceﬁ
o One thlng L can say is that in many of- these tech-
nology.areas that I e mentloned the pace of technoloqlcal i

change-1swlncreaelng’;nogthe ultlmate form of the technology

is rather uncertain. A few years-ago, obviously,.cohnuterized
tomograohy looked 11he the ultlmate solutlon to detectlon/of
certaln kinds of pathology’ Well today it doesn' t scratch the
surface compared to the potentlal that nuclear,magnetic‘

resonance, for example, offers,

So it's.very, very difficglt to predict with any,‘_

-

degree of certalnty what the ultimate form would be. Obviously

occular lenses,’ for example, technology is changing much less‘f
rapldly than in 1mag1ng So I thlnk you have to look through
each area individually and make your»assessment.based on that.’

MR. COLLETON: 'I_wonder if I might insert a‘ques-e

whatlne-might look forward to in the next‘decade, that lslthe.”
80's versns theV70's, in terma of_technological}enhancement;‘
how would you respond to.that question? | |

MR. WEINBERG: Well again, I think'you-have,to ioakd

from area to area. I think that in the area of non—invasive

Dr. Ball mentloned spec1f1cally, I thlnk that the technology




‘which I_mentioned before, there's not a heck of a lot of change

going to take place. I think the real question here is whether

- nature.

I tried to do, one could expect what Government will loock at

Document from the collections of the AAMC Not to be reproduced without permission

good, Well-done,(assessment of whether or not the new tech-
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there ié_gbln@%toléhanéeVQeinrapidly and that it'e‘going to
be possiblejto undeﬁtake?a5yariety of new kinds of tests at

.4 . . B

a very low cost that were not possible 1n the past

af
S N ‘F
|

On the other hand in the area of interoccular lenses

theee non—invasiVe testé~that arepclearly going\to offer’adVan—
tages over the wayfthings are currently done,'are_éimplyhgoing
to be layered on top of traditional‘tests~or whether‘they're

éoing to displace these traditional tests; And mayhe Dr; Ball

could mention how the Government would'exaﬁine something'of‘tha
DR. BALL: If one could predict trends, which is what

as to whether a new‘technology, particularly a new diagnoetic
technology, does more than and . replaces a technology that per-
haps is not so good or not so specific. And we '11: say, we will
reimburse -- ‘the Government might wellisay, we”will relmbnrse
onlyxforvthe new technolocy if theaolder}technology'is not al;o‘
done, |

Now, that decision would-have to depend upon a Very;

nology actually can replace the old

MR, COLLETON: Just to follow up on that a minute,

you know, therefve‘been>studies done by the AHA and others




of ﬁour to seven Dercent per.year The current'cost containment

for'new technology; Is-it fair to conclude thatufrom the

~Certainly, technology;growing at thenrate_of'three towfivev

bought in the past,'and harder choicee:will have to he made.

Document from the collections of the AAMC Not to be reproduced without permission

you purchase, three, four, fivekpercent,fif you cut down‘in i

{| cap.

that 1nd1cate that new technology has been grow1ng at the rate

‘3

legislation,jas yoh,knOWﬁ:has got a one'percent allocation -

governmental point of ‘view that that is the magnltude of cur-
tailment that we mlght be shootrng for in the future, in this
area? | |

DR, BALLt, It will probablycmean'that harder :decisions,

as to what technologies will be purchased will be the case.

percent a year under a cost cap of one percent is going to mean

that you can't buy all the kinds of technologies that_you'Ve

The reimbursement system now says vou'll be,reimbursedr
for whatever, in fact,vyour costs‘are. unde;acost contalnment,
you'll be reimbursed for.whateﬁér'your costs arefup‘to a
certain amount. And‘that>will mean, then,’hard choideS”tolbeh'

made. You can still increase the amount of technologies that

other areas. So it's not one percent cap on technology, itselfl,

that's the amount that was factored into the whole of the cost

MR; WEINBERG: I WOnder if I could ju°t add to that
a stlrrlng example of what Dr. Ball just mentloned, occurred,

in Germany recently when we visited there. And whatihaS*l
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happened there is that the Pederal relmbursers have gotten

"3 " "'\ l
- s K

around to allocatlng a certaln amount of money to a hoaoltal

e aape P

and the hospltal has to%dec1de how they re g01ng to allocateh
that money‘among deoartments. And we saw a perfect example
of this in the cardlology deoartment where the cardlologyb
departmentrlnva‘German hospltal‘;srnow given x thouSandsyof‘

Deutch,marks a year to spend whatever way it wants. And we

‘found a very interesting thing happening, where the’department

itself is beginning to make decisions on how to allocate its’

resources. .

For example, traditionally German doctors purchased ’

American-made pacemakere,anut in our laet vieit we foand anth
increasing percentaéejof the pacemakers‘being used hy'Gefman\
doctors are of.Italian origin, Now} five years ago yod never
wonia have found a Gefman doctor beingvnilling to nse an
Italianémade'produot. ‘But the oostconsiderationsfhave foroeé
them to examine other‘alternatiVes and now the Italian paCemake
sell at about half theiprice of Amertcan—madeptodncts_and
their role in the market isﬁinCreasing dramatically,

| 'So I think this is a real example of how‘these
allocation systems work, and that they very often can hee{t
~- they canvbeyvery!effective if left to the profeSsional‘-
community; with:a certain amount“ot preesnre from'above, ae

opposed to having some centralized’body; as_in Sweden, as I'

mentioned before, for example, making that decision. .

rs
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- _MR.:COLLETON: '

R A

Mich?
'MR.. . ... .% (Inaudible) talking about (inaudible)

rF

reimﬁufsemen£>in rélagi;n (inaudible). But that says nofhing
ébout the market, the economy ofrthe'manufacturers. The ménuf
factﬁ;ers may very wéllrtell‘you‘thét"we innovate becausejWe“
like to sell produCﬁs and innovation (inaudiblé) products witﬁu
the likelihood of‘geﬁting SOme\retﬁrnlon our ‘investment.

What you;re”saying, Df.‘BAll, says tﬁ; manufacﬁurer} is-édiné,
to make the‘likelihood bf féturn on‘gﬁr inVestmént much  |

less or at least delay that return. 'Thérefore; we will no

longer oriént our innovation toward the health gare 
when the path appears to be delay or aimipished. We ' re goiné
to concern éurselves with aerospace (ihéudibie).'

‘ ﬁaveyyou considered this? Whé£, theﬁ,will Bevthe“
impact on/the innovation nét'in heaith dare, perse,.but among
the"maﬁufaéfurers? My owﬁ ‘ , éxediction of that is that
ultimatély'therCentef for Health CarevTeéﬁnoldgy Wiil wihd up'J

becoming the _ ‘ which will take the dollars that have

been saved by all these restrictions and grant them to the

manufacturers so that they will now bé willing‘to:spend some i‘f

time innovating in health care. I'd like to hean your comments

‘on that.

(End of Reel l,asirecorded.)‘,




rfm
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~‘the toughest one. Balancing two kinds of social gOOd‘isWa

- balance.

different curves in'Eheir‘lifé span. What we get from that is |

- price that we pay for innovation.

1 E.

‘in health~ca;e technolOgy,innbvatiQn,fére two tough thihgs to.

B i

_MR. ~ : That particular question is alWaYsﬁﬁ

very difficult public policy process. On the one hand,rwé}ré'
spending a lot of mdneyffor health care. On the other'haﬁd, the

good and the value that we get out of innovation, particuléily_ﬁ

\At the present time We{Ve got ; ;ystemnféfévéluaé;ng
heélth technology. ‘it{s an infbrmél system. A tebhnoloéYiéeﬁé
out thére; it éétslinformally:évaluated, it's'diffpsedviﬁfé o
use, éndrit“either may prosper, éufvivewand_prOSpér; or*it‘méy
die out; vIt;s an informalVSYStem/and it shows thatwdiffeéenﬁ

health technologies have different sorts of life spans and’

that with relatiVely little control over the‘deVelopment;fdiflf

fusion éfvhealthitedhnology process, is that there is encourage-—
ment to innovate in health care technology. ‘And so that‘£héx"
siippage that we havé*in-the systém, that is gqméjtechholdéiés}
that aren:t ultimately of benéfit geﬁ,out intdluseraﬁdcéét.
some money; may harm -some péopie,‘fhat‘ambuntfpf siippagg.ié‘?hé
The question Eecomés is»thatvsiippaée‘too‘much ghd |

can we .shift it a little bit so we have a little bit less.

Ty n

slippage. To put that in practice is going to be an extremely
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“this National Center for Health Care Technology Hasvtaken, the

' taking, are to me appropriate. We don't have the methodologies

‘before both those groups, is the detriment that may be possible

that's a simple,'or almost too simple, éxample; bﬁt it does

: tqg*ddygtg@day“ﬁrobiemsfy;%h’the organization and management

difficult sort of thing, so that we don't decreaselthevamouﬁt

of inhovation_that takes place.  So that the modest steps that
modest steps that the Health Care Financing Administration éfé

now to determine long term sorts of benefits, so the very best |-

we can do is to bebvery cautious in doing that,.and cbhstantly,

égainst,inhovation.

Now,.éfseéonarside of that i?rthe sort of iésue that
Lewis‘Thomas raises ih_taiking about health caré techndiogiés;*
He talks abdut non;technologigs,'halfWéy technologiég and‘;
curative tgchnqiqgies. "And gne pqint’that he makes iS'that
tfuly curativé.tedhnologies afelmuch-less.cﬁst}y £han halany'
teéhﬁologies. He.compares pdlié vaccine ¢r peniciilin, Which.he“

says 1is curative; with renal dialysis, which is halfway. Now, |

Suggest that with a 1iﬁ;1e bit nore féeiing‘of'teéhv;— a"iittié“
bit ﬁoré technoloéy assessﬁént, we'hight be abléitofinnoyate'v’\
in'the direction"of«cﬁrative £echnoiogies,'rathefvthan,as‘ﬁ¢st
maﬁufaéturerg are.doing4néw;‘innovaﬁeyﬂy inérement$, 

‘MR, 7, "';4 Dave?

MR. ABBARD .+ Dave Abbard (PHONETIC);_Ncrthwgstérn

Memorial in Chicago. "Most of us in this room are involved with|

PR g ;T 7
2T on s : A . e
e S M L o




‘tends to be much more speC1alized in nature than many traditional
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! area of computerlzed EKG,,

of'teaching hospitals. jAnd”as,part of that daily.prOCess we
have developed rather traditionalrmechanisms for making‘decisiods
within that 1nst1tution, and particularlj for ~; and we' re
constantly struggling -with how to deCide about the-allocation
of resources within the institution, and who makes‘decisions and
who doesn't make decisions. |

Mr. Weinberg,.I'd like to go back a couple of questions
to the illustrations you were talking about'in your recent
European trip. To What extent does this‘explosiOnjéf'technology,
is it- going to impaot‘on the traditional mechaniSms that wei
have for decision making in organiZation and,management in'
hospitals?r What:kind»ofisuggestions, recommendations"can you’ji
give us about‘how Weomight.hane“to alter that system?-

MR. WEINBERG: vWell" 1 t’hin}'{ I alluded to some of

these in my slides, where I p01nted out that thlS newv - technology~'

health care products, and this has led to the”developmentrand
strengthening of the specialist's position in the hierarchy in

the hospital, and- I think that the kinds of developments we see

taking place are even, more specialized in nature, which means
that it's g01ng to be very difficult for somebody from the out-
side to asseSS'thewvalue of these,land frankly this is'a“double

edged sword, because what‘you find, for example,tis that in the

it's been-now proVen in. a variety of
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-cardiograms is as efifective as manual interpretation for ‘a

great bulk of the cases.

However, because many cardiologists derive a good pan

of their liv1ng from reading EKG s, they refuse to accept

these, even: though an EKG automated dev1ce may in .the long run'

be a lot cheaper and more effective for the hospital

So I think you have a two edged sword here.i You have

the -- right now, I would say the key element-in the'equation
is the specialist, who determines the need for this product

and 1s the only. 1ndiv1dual right now able to assess the validit

It. and value of it.

Now, if some. of the things Dr. Ball talks about come

“true, then this may not be the case, but for the foreseeable

future, from our p01nt of view, the spec1alist is g01ng to be

the key element 1n ‘the equation. And then among the specialist

in the hospital you’re seeing this hierarchy develop of for

example, we're great believers in the cardiovascular area, and

~the American Heart Association says there are some 30-o0dd’

million Americans with some form of cardiovascular disorder,

yet only about 4 million have been diagnosed; So you've got a

tremendous'potential p001 outlthere.'VEVerybody's worried about

their‘hearts. The American Heart Assoc1at10n has been very

effective at gettlng the message out  So we see a lot of

lemphasis Qn cardiovascular dev1ces and eqUipnent in the
; ; B ]

t
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- Cancer is the same way. If somebody wére‘able‘tov’ 1

come up With,eithef a'diagnosfic“br‘theygééufic~deyice!fi
thin# you'd éee widespféad acéeptahce,‘ﬂécéuse’the‘§ﬁ51i¢ ‘
demands th;t;‘. | " ’

~SouI'a say the real emphasisvis é¢ihg tOxbé.éhEtﬂé

sbecialisﬁ and his role in the-structure.:fﬂ”

I want. to get back td a question that tﬁis geﬁtléman_

over here raiSed'before. ,Ifm sorry, I've‘fo;gbftén‘your name.
But I think what.has happened is thattheoppoéiténof tﬁe cégé
you put forfh has oécﬁrred toaay. If you loQk at_therstoék -
market, you'll find thafvhealth care stocks'generally sgli at‘
higher muliiples than do most, other kinds of stoQkS}:aﬂdw§ouk
find;a great number éf"Cémpanies that sell, joﬁ'know,kiqduétrié
gasses and chemicals, striving ﬁddiversify iﬁtobthg heéith car]
field. And you gorto the'executives of thése companiés;rahd
you say,‘"Well,.Why are you intereseted in this?',It'é afhorrib
business. Eve;ybédy's-pfedigtiﬁg doom. Theré}s all‘kinds of
governmeﬁt_involVement.; And the exeéutiVe willljust‘ioékﬁat
you with a very simple facé and say, "Look, ﬁy stock sélls‘at”
six times éarningsband health care'stocksvSéli>at 15 £;meé-
earnipgs." Sq;upiess'théré'é a'dramatie ghangetakiﬁéaélace,

I don't think you're going to see a lack ofvinterést"oﬁ'the,

: paft of companies in the health care field. 'Manybu'sJih‘es;:'s'menJ,»‘~

. P .
Ledyn, si R RIS 5 M

alth”

‘example. That doesn't happen to be the case, as I'm sure. you

w s . . - i o
¢are as’ relatively recession-proof, for
R PN ~ : e

ot S - A L
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~all know. But compared td aerospace and other commodity_kihds

of businesses, automobiles, it is..

I think the real problem that you touched en,isfthat 1

the current structure of the health care fieid that}s_emerging

is one that's not conducive to innovation, It's conducive to

something which I cell‘engineering; .Thet is taking products
that are élready'érouhd and trying to find other‘uSes.erhthem.V

And this is the result of the fact that it's becomihg ihcreaein~

difficult for small companies to eohtinue to exist ih the healt
care field. Governmental regulation and the increasing role of
the need to'support the specialists, which requires a tremen-

dous amount. of marketing cost, is making it very difficﬁlt;fop

" these small COmpanies that traditionallyfhave been pheaihnovato

in the field, to SuxviVe. Andehaﬁ you're seeing deVelQping”
is an oligopolistic situation wherein in each market segment of
the health care field you're finding five or siX‘iarge‘eOmpaﬁie

beginning to dominatezthose markets, and once'large_companieS"

get into an oligdpolistic‘situatiOn they donyt bécome'verf ’

innovative. - They're more interested in pro;ectihg'ﬁheir mafket‘

share and growinq'with the mérket as a whole. So I thlnk the

real danger here, from the p01nt of view of good quallty healthl

care, is that you're 901ng to see the small companies fall by

:.nthe wayside begaﬁSeZOfﬁan4inability to remain competitive;;

" stewart?

‘EéﬁtR’gﬁﬁRﬁiﬁéNQQﬁ: I'm Stewart Merrylander (PHONETIC) ,|

S
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from the Cedar-Sinai Medical Center. Dr. Ball, I'd like to |

follow up on what Mitch Rabkin said. We've seen a switch from
- one of the focuses of RMP, when we were concerned that new

,technologieshwere not getting to the‘practicing physician:fast

enough to have as optimal an impact on the patient as quickly

as we like, to the sitUation we're in\today where‘we're being!

accused of all klnds of wrongd01ng, spec1flcally, as an example

with respect to the CAT scanner. And if 1maae1ng is g01ng to'
continue to grow, as Mr. Weinberg has 1nd1catedj the chances
are very great that we'll have other such new innovations come

along. I wish'you'd spend.a‘moﬁent to explain; perhaps a bit

- more, what you will beuueing‘in evaluatin the newftechnelogy(k
| because I for one am concérned that we sometimes have the,

~feeling that the controi is based more in>en,effort to either 4

control the failure offthe planning effort, or the decisionf
being based on the cost, rather than what's in therpatientfs'
best interest.

DR. BALL: I think one caveat is due, and that is

that I'm not going to be doing the:assessmentiﬁ,Somewhefe else -

‘in the bowels of HEW perhaps are going to do'eome of the assess

ments. - What I tried to do is to say these are the trends and -
the direction of which goﬁernment may~take.

3F1rst Of aIl @dependlng on what the technology is

T g
%

deSLgneé*to do, the crlterla to what that technology, or how thl

* SRR

technology w1ll be assessed, you need to develop " That 1S,“lf,
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one has a diagnoStié technplogy,-clearly‘the ¢ritéria for

assessment fdr efficacy and effeCtiyeﬁess are‘going‘tO‘be much
Qifferent than if one has,é éﬁrative tgchnoiogy.‘
fhus far, heither'the bfficé of:Téchnology Assessmént
~in the Congress, nor the National'Cenﬁer for‘Healtﬁ‘Cafe
Technology has developed those'kindé of.éritéria yét. And .
that's the first sort Qf task of this group.1 |
| Tﬂéihistory of goveinmenﬁal involvemgnt'in énarde—f4,
bVelopﬁentHofweitherpeva;uation or of guidelihes has beéhlsuchv
that it's fair -- it;s beén -- first of all;'aépends tb a lérge
degree on the input of the proféésion itself, and second, it's i
been a very cauﬁious appfoach, The-éenter fér Diéeasezéontrél;‘
for/example;'iﬁ détermining Qhat influenza Pélicy shguldgbe -
and-infiuenza'vaccine is a technéiogy - depgnds to a”lafge‘
'extent‘upon both practitidners énd‘upbn exﬁétts in immﬁnology
and in vaccination, so that the guideliﬁéé‘that a&e dé&elopedu
are‘Based‘on‘whétithe pfdfgssion ét that time,éhinks‘;s the
bestAsfate of the art. ‘ |
so iidon’tmthink that:youwshould'Bé.éc;red yeﬁ on the
direction that goVernment)woﬁid fake,sof in the Vaéthé;s‘or
degfée of‘that,directiqn;-‘Certaiply wi#h‘ﬁé driteria eﬁisting

yet, and with a histofy‘Ofvgovernmént involvement, being

A o L

+|“cautiol: and depending 'Qf- the profession itself, I wouldn't

éxgect that inwthefngénifuture there are going to be substantia

 det?iménts. £o the development of technology.

I A
P e E R
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 MR. ;- John? .
MR. .~ : (Inaudible)
‘MR. _H‘7 . : For those of you Whovmay'not have bee

able to hear, the question was what process will the government

use to select sites for evaluation of new technology.

MR, - o Right now the only structure within- |

the govefhment that has ‘the potential for 1etting'§rants‘and
contracts for the assessment of technology is the National
Center for Health Care Technology There S no spec1flc mechanl

that s set up by statute or that they have in guldellnes on

_exactly how they w1ll go about that.

The'Center itself is run,_very much ‘though, on the
mode of the NIH, and that will be that there will be competitiv
grants program and-probably also a oontracts‘program,lwith a

high degreekof inputlfrom its»national advisory oounoil} The

statute makes the advisory council‘have to approve or to review|
-and approve grahts or contracts that are over $35,000QOO each.

So it's very likely that there'll be high input from its

advisory council and in the usual mode that the'NIH uses for
competitive grants and for contracts as well.

Beyona that, I can't have any prediction. - They've.

‘7hbfﬁdope:any,;th}y{ye;not;let_any contracts yet.

"~ Yes, sir?
‘i;fgﬁ (Inaudlble)

.+t I don't think I followed that,

Ssm -

[0
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(Laughter) 

- MR. : No. What I tried to do is to say

 there are certain facts that we see now, certain history,. certali

facts, and we can take those facts with certain assumptions and

énalyze the trends and.pake prédictions. I,don't‘think that jj
 anything in theAégiSting — eiﬁher in the péstKhistory ox ;he
'existiﬁé pdlicy W6uld make us;predict Ehat wé're‘gding fo do
things like ?haﬁ"in this éodntry;, "

| | fhere are apcouéié of things‘that we've done'in\the

past in the'medical profession though,~without gdvernmént comin

in, that has had,Some of ﬁhosé same sort of effects. Back inf:g'

the l§60's,(whén the availabi;ity Qf‘rehal dialysis waslnot,vu
sufficient_tolméet all the needs of the[patients,‘physician
groups, individuél'physiciahs;lHospitals\thémseiyés} had to -
allocate,existing'teéhno;ogies‘to‘patieh£é§ -Sbm¢ pa£ients;got
fhe teéhnblpgy and ﬁherebyihéd présumably ; lOnéer’life‘span'
and‘some pat;enté‘didn't.gét‘it;andfhﬁa‘a léngerjlifé3span, I 
don't thin# fhét that's‘atdecisibn that gbverhment should make.
I tﬁinkftha;rs'a decision‘ﬁhét indiviaual physiéians; patienﬁs
and'ihstitufiohs shéuid'make.,'And steerno'trend that governme

is going to get into‘that.

BTN

; dﬁr distinguished‘outgoing‘Chairman;'

Il Pr. RoBert Héyséel, from Johns Hopkins Institution will ‘ask the

- RIRTER :’_‘! oo & : i: P :
inext question. "/, il

y',ﬁfﬁ}ri.DR,fH§Y$$§H;TT(Iﬁaudible)
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MR." Coe The question essentiallyﬁwas:that~

.

sometimes - the v1ewp01nt of a single person is better than that
of the entlrety of the rest, and that'only by that‘way“do we
better‘quallty,patlent,careVand increase perhaps innovation.

Certainlytthat's the case. "I don't see, within”the

trend of what's now happening within government, that;theh

 decisions are'going to be, quote, "made on high," and then laid

down upon an unsuspecting public that had no opportunity. for
input into those, All of the types of guidelines that have

come out of governmehtal activity thus far,have beenrmade*With"

r

substantial and Very significantlinput from the profession. I

mentioned the CDC and its immunization practices. The FDA -

‘has, as well, many counCils‘within\adyisory groups within its

Bureau of Medicai ﬁeyiées, on decisions on safety,and_efficacy
of medioal technoioéy;hrThe NIH Consensus bevelopment‘cone-
ferences are just that;hthe;getting together of groups of
physicians‘and‘exberts in the field, to try to come to'sOme,L
consensus with regard to the teohnology. |

‘This is not to say that those groups can t be wrong,;_

and there's the 11ke11hood that in certain events they can be

1
s
2
%

" that

Toh

wrong. But I don“t see, that the 1ay1ng down of those thlngs

..\ T

‘on hlgh w1ll necessarlly mean that each and every phy51c1an

.y’-- Frs

wrll have to follow them lock step 'There”s no indication‘tha

bt

11 be the case.- ‘There ‘S certalnly no statutory mandate

- OEE
.‘;..\. 0

for that ‘to be' the case, and hlstorlcally I don t thlnk it's
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been the case.

MR. : Jim?
MR. ‘ ¢ (Inaudible)
MR. = it ”Thetpolicy seems to be thatvthere wil

be a split in’the functlons between the Natlonal Center for
Health Care Technology on the one hand and health systems
agen01es on the other hand. 1he‘Natlonal CentergforlHealth
Care Technology will have three,najor functlons;‘the'asseSSment
of technology, recommendations with regardvto reimbursenent

and recommendatlons where it's appropriate w1th'regard to the

use of technology.

Health~systemsvagencies, on the other.hand’“have the

'prlmary functlon of allocatlng technology among perhaps competl‘

but’ among 1nst1tutlons, and the general pollcy w1ll be that

sort of split.

' Now, whether continued technology assessment will for

major .pieces of"technology;'thatvis major-devices‘and machines |

into the private'sector; isQunknown. ‘There are Several bills .
before the Congress now, as you know, that would_allowvthe
health planning"érocess to have more effect in'priyate'offices

5than¢the§<p;esently do.u I certainly thlnk that it's a llttle

unreasonable to have a certaln falrly high dollar llmlt for -

;thbsé;thingsfin ¢h€’way-that‘thev gO'into private;institutions.

But I dpn t th;nﬁ that the new wave of technology assessment

¥

is going to have any slgnlflcant effect on forc1ng pleces of‘
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of them

equipment out of hospitals andfinto physicians',offices._

- MR, . Bill?
MR. - . : (Inaudible)
MR. :  The questions are getting'tougher{

With regard‘to.the latter part of the guestion, there is no
sense that l’see in that the government will holdwup,a;
technology'nntil an asseSSment‘has taken place. fhere}s a
clear‘recognition, and T think Arnold Rellman;(PhONETICl, as
reported to me mentioned it this morning, that the resources

glven to the federal government by the Congress, or glven to

the Natlonal Center for Health Care Technology by the Congress,'

'are~not suff1c1ent to- analyze,every 51ngle technology, ”But tha‘

does not mean that the technology won't - get out until. 1t oets

)analyzed. For example, the National Center for Health Care

Technology has set criteria for which they will look at‘par—
ticular technologies. They'll'start withrteohnologiesfthat hav

a high degree of risk to patients, high volume, and high spinof

effects, high economic.cost, as the firstﬂones they'll look at.

They won't look at all of them. It's impossible toblook at all

On the other*hano, the Bureau of Medical Dev1ces

4

“1s requlred by Congress,'and has been 51nce 1976, to at least

-7_3

?look at some spe01flcoth1ngs w1th regard to safety and efflcacy;ll

S
It doesﬁ't have the mandate to look at all these broader soc1al~

legal, polltlcal and ethlcal effects, and it won' t, but it will
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look at the safety'and4efficacy,

| I think Congreésjvas regards the‘first’partyof.yodr
_qhestion, I think‘what CohgreSS has dohehin”its‘hasSage of the'
laws as I ppiﬁted out[ saw‘a.publio concern abOuthafety“baek
in,the'l93d'srﬂahd so the firSt law was passed on safety,” Iti'
didh't see a cohcern ih;the publichon.these other isshES;‘ 30 .

years later, 25 years later,’ Congress envisioned a,éublic

concern,about>efficacy,ahd'effectiveness, and so‘thenvpassed

the law on the FDA to look,at“efficacy and effectiveness.

Rapidly, though; in the past( apparentiy,Cohgress hasAseen
the pubiic concern that the goﬁernment ought'to'rook into
these broader sorts of isSues, and has paSsed»thesesorts of
laws. |

v I‘think that<whatithe.laws are'are'a refieétion,or
pubiic ooncerh. ‘If it:turhs out.that these.striotures as youh:;
seeithem, on ihhovation ahd technology;'becoﬁe so segere, I;j
thlnk Congress will respond apprOprlately to that as’ ‘well,

iMR. :.'h ‘ :\ JI'd just like to add somethlng herer

I don't know.if'any of the other speakers mentioned it, _butw

,about four months ago the 'state of New York put a hold on

purchases pf ultrasound equlpment There was such a dramatic

,xincrease:ih phrchases df;ultrasound ‘equipment that the govern- |

R

RS o
$ : N

ment 51mply sald no shrpments are going to be allowed even
EE s A - DI L S

N ‘,5,3,: 24 "‘-:u}"

for equ1pment that was in budget that had been ordered pendihg’

a study. Now’ the»study is late,rrIt‘s probably not go;ng to be
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completed for about two more months, and no new equipment has

been shipped into New York hospitals in thé;last'fOur monthé.*
Now, we've g0ne‘out‘and*ta1ked‘tO someipeopl¢ who are

consultants to various state reimbursers, and they@felt that

was a precursor of things to come, that more and more governmehts

on the state level were going to make these kind of studies,‘

to determihe the extent‘tprwhich these new kinds of devices

or equipment should be"uéilized, and then how they should be |

disﬁribu£ed;
Mﬁ.: ; Are there other'qpestions? Yes,‘sif.
MR. : (Inaudiblé)
MR. Y Aérl‘said_ih an answer to aﬁ eafiier

question, it's precisely true. We've got that sysfem néw, an

Il informal system that, as you characterize it, is'Sloppy, The

question is, is it too sloppy or is it just right, and that's

‘one thing we're~trYinguto find out. We need a certainfamOﬁnt“

of'sloppinesé if-we're‘goipg to have continued_innbvation.
How much sioppihess is,the qUestion,,_COngress_hasﬂresponded‘by

saying we'Ve‘got‘too muthslbppiness, and now HEW is tryihg'to

R N R N o Lo L ' S
Qmethingfabngttha  I'm not sure whether in fact we have
B ?_:',, A b - | ',;f' .’:**—.x(. . ) N o . .

o
S

too much s}oppiqess. Wg_might'not ha&e enough-slbppinéss,in,th

v 2 i

£
.

:.gﬁtfiéiuﬁéléaifthat in certain instanées/we've'goﬁé to

ST B T R e ey et ) Co . . R
‘fdr, apd‘peopleg,:Congress, have responded to those. The CAT

- scanner, again, dramatized that technology couldféxplode‘on the|

scene with no assessment, high dollar cost, and still high .

D

U
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dollar cost, while we're still learning to do it. There have.

been many others,.asoyou- know. The example’ that Hafvey

Feinberg characterized, of gastric freezihg;: Gastric freezing"

came around, 20,000 instruments for gastric freezing were sold

in the/early and'mid41960's, before finally people began to

’realize that this prbcedﬁre was of" no efficacy at ail,'and the
procedure itself died out. It had a natural life span. It was

developed, it diffused, it'was‘USed, it was found hot;to be

worthwhile and it'diedhout. There was?some cost to that system|

Patients unnecessarily treated, instruments unnecessarily evolv

The question is whether we allow arsystem - perhaps,we-should‘

-- allow a systemchat allows that to happen, in order .to haVe;'

the benefits that flow from)innotatioﬂ in the other areasglﬁs
Congress is how Saying\no, we shouldh‘tjallow that.

The_way HEW is respohdihg to‘the'COngressional mandatefis tof}w

éo tery cautiously. Hopefully they will gorjﬁst as'cautioﬁsly

as necessary, and at that point I'd like to define what caution

means.

The Story is that‘a'patient‘who>was having his eyes.
’f,: . {‘ . d’v R - . !

-

Sl wx‘«‘

< h.
B PR
gy ol 2 s

as a cautlous man.’yThe ophthalmologlst ‘asked the patlent to

.3

tg.jj-.‘,;.” R . v LN

fuLkoibut'thefwiﬁdbw an&ftell hlm‘the color_of a car wh;ch was

%" -
"%‘T'Z

Enst fHen: passlng by

" The cautious man replied, "Green, on

this slde. I thlnk that's what we need to-do in our approach

to technology assessment, bevthat cautious.‘

ami, n d went to an ophtﬁalmologlst andfthe patient'was Viewed‘
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MR. ;. Are thefe other qﬁestioﬁs? :I hope -

"the good news portion of this meeting comes tomorrow, because

it's all been downhill today.
(Laughter)

MR. ' : By way of summary, I think one might

'éay that there cbntihues to be a bundle of new technology out

~there that's going to be cpming down the pike in the next ten

years. ‘Govérnment is busyyestablishing the machinéry by which

to assess its intrqductiqn(jnot only in terms of'effidécy;and

safety, but also on economic, ethical and social,considéfapigns

When we get to theIQuestioniof reimbursemenf, if appeérS‘that 
to the extent that we are aﬁthorizéd_to implement suchvfeCh;',‘
nology, we would be é#pected to reduce other“costsrin'Oraer\to
ébsorb this coét béyond some miniﬁal level which,,at Iéést.in;
the current cost éontainment legislatioh'ié“oné percent.l ;{
Sb, with those éhééry Wbrds i would thahk both‘of_
our.speakers for their prgsentations toda?i iﬁ'which'l‘think"

has been a very informative and interesting session, and may we|

feitpé%}é noﬁﬁdjaffaﬁﬁiguéé.

Pheow T " “tapplause) .

E R SO S o ‘ - - o ‘
g MRA: L wr $: Thank you all for coming, and we are |
RIS LT R T B R

> R
PR

< * ’ 2t

adjougmed, oo b L
LR A T 2UATT

(End of proceedings as recorded.)
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wife is a real firebrand when it comes to controlling costs,
she's very anti-medicine, she's against the high costs that

are incurred for both hospitals and doctors' office visits.

i However, as soon as one of our kids gets sick, she wants every

'-:wﬁ}goihg'touhappeh in the United States, the public is becoming

more.educated, it's more aware of its health, and we're simply
| not going to see the end of technology.

While I think the medical benefits will be the
' prime motivation for advanced technology, there will certainly

be other cases, and we've seen it with the CAT scanner, which

is probably the most fascinating example, where competition o
:among institutiohs to offer the best health care possible will
'also add to the‘guest for newﬂtechnology.

.LWhateuer the reaeon,hhowever, it seems clear to us

“that technology(will‘continue to have a major impact on medi-

i cine for the foreseeable future. ©NOw, I have some slides here
1 . .

that we see becomlng 1mportant ‘in the future. And also, the
first two slides are of a background nature whlch will set the
scene. in whlchxe thlnk technology w1ll galn acceptance.

s . wma

(Inaudlble) -- typical technology problems. Is it

| possible to dim the lights? There we go.

The emphasis on technology arises out of what we

consider to be the new medicine, and here are just a few of

G T .
t-? R SR B i e ST Y I AN LF Fers T e e o e R T

! test that's done. And I think this is a good example of what's

e
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the areas that we think are going to receive emphasis in medi-

i of a long-term, costly hospital stay.

28

cine. One is increasingly early emphasis on diagnosis. Not
only is it good medicine but many of the cost containment people
feel that ultimately, by diagnosing a condition before it be-

comes irreversible, it will be possible to keep a patient out

Another area of emphasis will be on ambulatory care,

>

keeping a patient out ef theihigh—priced surgical and acute care
bed. Cost containment, I'm sare you've heard about this in the
last few days, everybody agtees that it's one of the major
aspects of health care and we certainly feel that‘it's going
to deter the acceptance of technology, although not destroy it.
One way of overcoming some of these limitations is
the involvement in longer term treatment) very often outside
of the hospital environment; as a replacement for, agaim, acute

care. facilities. ,One of the things we've seen in Europe, which

e R o s e i

B

i

‘are countries involving much more direct government-intervention,
the government has arbitrarily set health care limits. In

Swedenﬁ'fdt_example,'if‘you're 65 years old and you need a pacen

maker, but you also have some complicating disease such as

ancer, you probably won't get it because the .government has

made an arbltrary de0131on that you're a hlgh rlsP patlent
twho's probably going to die anyway within a few years. i

. " I
More technology, clearly. In our opinion, technology |

is the only device that is capable of meeting the two distinct

Y T | T e R

TRk ) ‘e - g
S R T R FASTRIR S S B PR ]
a— DURERES e - R SR .- RN
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needs of the emerging health care environment;thhat is, better

quality health care and more const control.

~

And finally, with the increased use of new technology
.we see greater dominance of the medical field by specialists,
individuals who are capable of taking advantage of the capa—
bllltleS of these highly snec1allzed devices.
| i .What about the role of sbéalai;sté5‘wsﬁééigligts
in the New Technology'is the title here, in case you can't
see it. One of the things we see happening with these new
technologies is that departmental demarcations are blurring.
Traditionally, for example, the radiology department‘was
responsible for buy;ng imaging equipment. Well, now we see

cardiology, obstetrics, gynecology, neurology, all buying

new technology devices like ultra-sound equipment. In the

future we think it's going to be more difficult to say that

a partlcular spec1allst 1n the hosnltal is g01ng to be

responSlble for all areas of a certain kind of technology
We've also seen new fiefdoms arise. Fifteen or twenty

lyears ago the cardlologlst,, for example, was primarily a pur- ..

chaser of pllls and stethoscooes, and perhaps $l 500. 00 EKG
machines. Well last year we estlmate that cardlologlsts pur—ﬂ

chased in the United States, about $500 mllllon worth of

jequivment, not including another $250 million worth of pace-
makers. So here, out of no where, has come a high powered

purcha51ng center in the hospital.

L
B i
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. ' _ Clearly, one of the factors contributing to the

~growth of technolqu has been increasing concern about mal-
practice on the part of practitioners. The more tests that can
be done on an individual, the ability to show that you're

using the latest technqlogy, is a defense against malpractice,

and also has support in the sense of being good medicine.

We also see conflict within the hoépital environment

in who's going to confrol these patients? Many of these special-
ized devices, thé results can only be interpreted by a highly
épecialized, specially trained individual. And I know in my
own family, for example our family doctor is now'a cardiolo-
.gist as opposed to a general practitioner. And more and

more we're going to see, in our opinion, the patient going to
a speclialist at an earlier stage of his disease development.

Finally, we see a dollar-oriented pecking order

! arising in the hospital, very often based on the develovments
and new technology. I had the occasion last week to walk
through a hospital in Japan and I saw a situation that was very

similar to that existing in the United States. The cardiology

Document from the collections of the AAMC Not to be reproduced without permission
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department has all fancy, new equipment, hijhly streamlined,

a lot of électronic‘gear_making funny beeps and sounds. When

. you go down to the respiratory care department it tends to be
' |
|

5 - equipment that's 20 years old. So clearly, within the hospitai

; a weak sister. The technicians there are making do with

! we've seen a hierarchy develop among those doctors who are abhle

to get purchases of highly advanced equipment.

WS ien e el twiae bk B S S PR B .- - R Cot . = S e e s el
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" one of these areas in more detail later on.

| to diverge from the traditional concept of using whatever power

. look at each of these in a little more depth.. What are some

31

Let's look at some of the major technological trends

now téking place in the field. One of the things that we see
proliferating in a wide variety of institutions all across the

country are non-invasive diagnostics. And I'l1l discuss each

Also, we see an increasing emphasis on something calle

least—invasiVe suféery. Thiéliﬁ§olves gettiﬁg away from cut;
ting the patient open, from involving surgically created wounds
that may be difficult to heal; that may cause further compli-
cations to the patient, doing surgery in a way that is more
ambulatory.

Care of the acute patient, I think, in spite of the

high cost‘oﬁ treating acute patients, our country is not going

is available td keep the patient élive.

The availability of intelligence in a wide variety of
éleétfogichééﬁiémgngjmtﬂféuéh éhe uée of micro-processors, is
something we see proliferating throughout all specialties. Here
we're talking about adding small, micro-miniaturized chips that
have coﬁputihé capabilify to vafious kindsAof.diagnostic énd
theraéeutic devices,.to brovidé intelligence, to provide
analyetiéal_éépébility, to enhance the ability of.fﬁé pracfi—
tioner to both diagnose and serve the patientf

And finally, widely improved implants. Now, let's
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lprimarily involved with portable 24 hour ekg recorders, where
"is recorded for the full veriod of time, and then it's analyzed

iisuch as blood pressure, perhaps respiration, being added to these

2

the patient wears an'ékg recorder for 24 hours, his ekg signal

devices that provide a dramatic increase in information over

32
of the specific areas in non-invasive diagnostics we ‘see grow-
ing? Well, probab;y at the ttp of the list here is ultra-
sound. Ultra-sound is a safe, relatively inexmensive, easy to
use approach that's applicable to a wide variety of special-
ties. We estimate, for example, that in 1978, about $120 -~
million was spent by hospitals and orlvate nractltloners in
thémUnlted Statéévonvtitta séuﬂd.équloment vay 1984 Qe re
predicting that this level will increase to about $425 million.
And we expectbto see this technology being accepted by a variety
of specialties that are not currently using it. Right now
cardiology and radiology are the big users. 1In the future we

P4

see obstetrics, gyneéology, neurology, perhaps urology also
using this.

The measurement of physiological perameters. Right
now ultra-sound is.uéed primarily to measure anatomical charac-
teristics but we see the 1m0roved technology Qelng utlllved

e
P T T T S T S Sy PR )

to neasure such things as blood pressure non-invasively in

cardiac output.

- Ambulatory monitoring is another area of important

growth in our opinion. Right now ambulatory monitoring is

by a technician and a playback device. But we see other perameter:
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resting ekg's or short-term measurement of these.perameters.
Other areas we see are increased emphasis on imaging.

Imaging is an important part of diagnostic medicine and will

not disappear in importance, even though we have CAT scanners

all over the place. And already, after the CAT scanner, we're

~looking at two other kinds of technologies here that are cer-

tainly by no means proven but which offer the potential for

important medical advances.

These may be terms that you're not familiar with.

One is nuclear magnetic resonance. This involves measuring

the perameters of the molecules o various kinds of tissues,

andipotentially differentiating between pathology and cystic

IR

tissues. Electron spin resonance is another technique that
|- involves measuring the characteristic of tissue electrons.
" As you can imagine, these are techniques that are not in use

i .right now. They're going to require a lot of development and

research before they become proven. We think that by the mid
to late 1980's, you're going to see devices installed in
hospitals using these techniques.

Least-invasive surgery, as I mentioned before, is
an attembt at minimizing tne cutting of patients. And here
we sée-threé devinéé fnat Wiii increase in u;;. éne'is lésers;-
righ£ now lasers are used primarily on experimental basis but
I had the opportunity a few weeks ago to go to see laryngeal

cancer removed by a laser and the patient being awakened
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about half an hour after the procedure was completed. - The
whole éfocedure took about 30.minutes, there was no wound made
in the patient's'throat; the pathology was removed to a very
minute degree without injuring the larnyx. The medical advan-

tages of the laser in this kind of surgery are tremendous. And'

l the patient could go home a day later instead of having to stay

ih the hospitél for a'héék;

The use of endoscopeé to diagnose the patients and
also deliver therapy is an area that we think is going to
receive increasing acceptancevin the future. Some of the
édvancements in fiberoétics now allow flexible enaoscopes to
.be inserted in normal body openings and essentially threaded

through complex anatomoies such as the sigmoid for direct

'Visualizatidn and.reﬁoyal of pathology on .an ambulatory basis.

| . . . .
Lo Finally, we see the increased use of microsurgery.

The magnification and light advantages of the use of nmicro-
scopes are truly immense and the fact that many surgeons have
agrown up without the microscope has contributed to a rather

slow acceptance of this technique to date. However, most of

the younger doctors are being‘trained in these techniques and
we tHink will accept them as a more natural approach and conse-
quently; we think Ehat host'sﬁrgéry in the mid to late 1980's

will be done through microscopes.

Let's look at care of the acute patient, what some

|

|

jof the things we see here. Well, clinical nutritional support
H

i

—ae .
A ~ -

T e
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‘recently which showed that upward of 30 percent of all surgi-

looking at an emerging new specialty here involving the clinical

.of pumping systems and delivery systems here are, we think,

_arrhythmia détection is just one example of the kind of thing

35
is a new area. For many years nutrition in the hospitals was

looked at as akin to motherhood. But some studies were done

cal patients are malnourished. Not in the sense that their
bones were showing, but they can't really fight off the dis-

s . . |
orders and conditions of their post-operative surgery. So we're

support of patients, both pre and post operationally, and the

use of a wide variety of nutritional solutions and new kinds

going to gain acceptance in the 1980's.
Improved patient monitoring, adding intelligence to

patient monitoring systems, to allow such things as automated

we see happening here that will probably lead to an upgrading
of aégte care‘facilities through the 1980's.

- ““V'y;inaligl geéﬁéniéal aséis£‘aevices.-Ai'm éure all
of you have heard of things such as the inter-aortic balloon
pump, which is primarily looked upon as a device of last resort
right noﬁ. :But wé see many aévances being madé on an experi-
mental basis oﬁ some of these devices and it may be>possibie
in the 80;5; for exampiejlté.inplaht devfces'like'pQCemakers
but that provide assistance to the pumping mechanism of the

heart, not simply the electrical conduction system.

We have a little technology problem here. One of




Document from the collections of the AAMC Not to be reproduced without permission

e

‘trace when the button is depressed, but also produces a com-
" puterized evaluation_of that patient's wave form which suggests

.therapeutic measures.

i
|
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the slides won't go down so we have to use a knife to push it

down. It reminds me of a tiﬁe I borrowed somebody's Cadillac

to take a trip and was horrified to discover at each tollbooth
I had to open tﬁe door to pay the toll because the electrical

motor that operates the window broke dowﬁ.

The addition of 1ntelllgence through micro- comoutera
is an area:tha; wémthlﬁk 1°.g01n§’to‘ach1e;é-;ﬂgreéﬁ deéi df
emphasis in the 1980's. For example, the use of these micro-
miniaturized chips to perform automated ekg analysis. Just
this past year one of the major computer companies introduced

a small, three-channel ekg cart that not only produces an ekg

SO more autormated analysis is something that we think
is going to affect the field. Likewise in 1mag1ng, the appli-
éatldn of computer techniques to uitfaoound for example, can
substantially improve ultrasound, perhaps bring it up to a
condition comparable to that of x-ray. And the use of computer
techniqueévﬁith ultraééund would be akinvto the application of
computer techniques to x-ray for the developmént of computerized
témography{

Patient monitoring, as I mentioned earller, is another

area where intelligence w1ll be used to monitor a patient's

condition, perhaps ultimately automatically bring about thera-
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A_~whichfexis£s at present. And we see developments taking volace,
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peutic measures based upon the condition of the patient, with-
out having tq waitvfor manuai intervention. Respiratory care,
automated delivery of anesthesia are just two more areas where
we think the use of micro-processors will have an important
impact on the field.
This last slide herg covers the area of implants.
Herehﬁé seéﬁﬁégériéié; né&ukigagvofAﬁéteriéi'pfgcessigg ﬁech—
hiques, leading to substantially improved orthopedic joints.
We recently cqmpleted a survey of orthopedic surgeons which
indicated that if there were available better artificial hips
and better cements for implanting those artificial hips, the

number of procedures would be substantially greater than that

not only in Amgrica_but_oyerseas as well, that will lead to
substantiaily improved‘ortﬁopedic joints.

iArt;ficial veésels, right now probably the most
widel? used applicatién in artificiéi vesseié.is in aialysis
patients where arteriovenous fistulas are produced using
bovine grafts. Well, it's_our_opinion that in the future you'rn
going to see plastic and other manmade materials being used
to broduce highly efféctive a£tificial vessels that can be
used to bypass démagedivesseis.

Intraoccular lenses is another example of an area

that we've already seen dramatic growth. We estimate that in

1978 almost $30 million was spent in the United States on
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intraoccular lenses by hospitgls, compared with only about $3
million just two years earlier. A clear indication of what
can happen when new technology gains acceptance among a group
of practitioners.

Finally, we see artificial organs, implantable

'1990's, that will negate the need for some of the pailiative

measures now taken. for example, we anticipate an implantabkle
artificial kidney that will do away with the need for dialysis
externally by 1990. Likewise, an artificial pancreas to over-

come many of the problems associated with diabetes is a real

‘possibility in the late 1980's.

some of the impbrtant developments that we see taking place in

sis on cost containment, that we're not going to see a demise

il of technology, that in fact technology is going to continue to

. thrive because it offers a hope for performing those two dis-

! tinct requirements of the health care field, namnely better

. quality medicine and also lower cost. And it's really the

il only thing on the horizon1hatvseems to have the potential for

doing this.

I don't think we disagree that cost containment is

going to have an effect on technology, but it's going to cut

. back on its growth somewhat, but clearly, the increasing

~artificial organs being developed in the late 1980's and early

So what I've attempted to do here is simply summarize

the field.n‘AndTWeAthink‘that in spite of the increasing empha-
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I should like to note at the start that the title of this general
session --"Conflict: Continuing Advancement in Medical Technology and
the Quest for Cost Containment" -- reflects a presupposition that may
limit our vision of the future and our understanding of the future. I,
for one, do not acceot the assumption that continuing advancement in
medical téchno]ogy'is necessarily in conflict with the quest for cost
containment. I believe it is possible to have both mor® rational
expenditure of dollars for health care and innovation in health care
technology. This is not to say that these goals are not in potential
conflict. Nor is it to say that- the balancing of divergent (or seemingly
divergent) values is not inherently difficult. It is to say that the

choice need not be either-or: either innovation or cost containment.

One should hesitate to read too much into the titles of speeches, but in

this case, mention should be made of the title assigned by the program

committee to Mr. Weinberg: "What's Ahead in the Medical Technp]ogy
Exp]os%on?" The title contains a loaded word: "explosion." Inadvertently
or intentionally, the program committee put its finger on a most important
problem. Explosions, in the traditional sense, have the capacity for
good or for i11. But it is bart of the nature of explosions that their
effects are not highly predictable, but are often random and destructive.

I would suggest that a part of our common problem is the way in which

health care technology finds its way into, and is used in, medical practice.
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Now, I would be unfair at this point if I did not comment on the title
assigned to me: "The Government's Planned Approach to Technology:

Efficacy Evaluation, Utilization Standards, and Reimbursement of Resulting
Services." The titles of the general session and the other presentation
each contain loaded words: "conflict" in‘the former, "explosion" in the
latter. The loaded word in the title assigned to my presentation is
"planned." It would be at best inaccurate to say that the Federal
government has had, or presently has, a "planned approach" to health

care technology. In fact, another part of our common problem is that

the government has had no rational approach to health care technology.

In essence, what I have been asked to do is to predict the future. I
shall attempt to do so by the usual method: presenting known data,
making certain assumptions, analyzing trends, and drawing conclusions.
The reason that-you,.the audience, have an interest in all this is that
the better you and your institutions can predict the future, the better
you can cope with the changes the future will bring. The better you

cope with change, the more Tikely you are to survive and to prosper.

What I shall do, therefore, is to relate present activity and to predict
future policy in health care technology from the Federal governmental
perspective. Specifically: What is 1ikely to occur in the areas of
efficacy evaluation, utilization standards, and resulting services

reimbursement? In order that these remarks be placed in proper perspective,
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you should be assured that they reflect no hidden agenda. That is,
there does not exist, either within HEW (or the Department of Health and
Human Services) or within the Executive Office, a secret health care

technology policy lurking ready to spring upon you.

‘Efficacy Evaluation

Lewis Thomas, in his delightful and perceptive book, The Lives of a

Cell, wrote:

Technology assessment has become a routine exercise for the
scientific enterprises on which the country is obliged to

spend vast sums for its needs. Brainy committees are continually
evaluating the effectiveness and cost of doing various things

in space, defense, energy, transportation and the like, to

give advice about prudent investments for the future.

Somehow medicine, for all the money that it is said to cost
the nation, has not yet come in for much of this analytical
treatment. .
When, as is bound to happen sooner or later, the analysts get
around to the technology of medicine itself, they will have to
face the problem of measuring the relative cost and effectiveness
of all the things that are done in the management of disease.
They make their living at this kind of thing, and I wish them
well, but I imagine they will have a bewildering time.
Thomas was right on at least two counts: the analysts have gotten
around to the technology of medicine itself, and, yes, they are having a
bewildering time. He was, however, at least partially wrong on one
count: technology assessment, at least in some form, is not new.
Technology assessment -- the evaluation of health care technologies --
has been occuring in some rudimentary fashion for years. What is new

are new methodologies, new structures, new laws, and new public concern.
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Public concern has come about because of heightened public awareness of
and fascination with technology in general and health technology in
particular. The electronics industry represents a stunning example

of the vast range of products of technology and of the rapidity of
technological change. The.breakthrough of the "miracla chip" has made
possible gigantic steps in computer applications as well as a plethora
of consumer producfs. In the electronics induétéy as iH most other
industries technological change has brought decreases in costs and in

prices.

The development of such fascinating products of science and technology
has led to increased public awareness of the potential of technology and
to increased public expectations of the benefits of technology. That
awareness and those expectations are beginning to be focused on health
technologies. The public, partly mystified by modern medicine and
partly dissatisfied with the inability of many medical practices to

improve patient outcomes, quite naturally expect that the increasing

application of technology to medical care will bring significant benefits.

Anyone who has been inside the modern hospital must surely expect that
the current explosion in laboratory tests, machinery, and people should

bring him or her increased well-being.
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In addition to public expectations of increased benefits, there are also

public expectations that technology bring decreased costs. In almost
every 6ther industry, technological improvements lead to decreased

manpower and production costs. In contrast, in the health field new

technologies usually increase both labor and capital costs. The public
is frustrated over the rising costs of health care, and technology has
become the lightning rod to capture that frustration. Impersonal,
tangible, and very visfble, technology is an easy targe¥ for public

dissatisfaction.

The current climate in which the discussion of health technology proceeds,
therefore, is one of public expectation and public frustration. Keeping
that climate in mind, let me weave a picture of the current state of
technology assessment, returning to a theme introduced a few moments

ago: that is, that some evaluation of health technologies has been

proceeding for years; the seeds of comprehensive technology assessment

are quite old.

‘The estimation of efficacy and safety takes place at several different
levels: preclinical, informal, epidemfologica] or statistical, randomized
controlled clinical trials, and formal consensus development. The

first, preclinical testing, 15 designed to evaluate a technology in

14

biochemical or animal systems prior to human testing. It is generally
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carried out for one of two purposes: (1) to develop preliminary evidence

to gain the right to test with humans; and (2) to develop performance standard
compliance to establish marketability. Examples of preclinical testing

are very familjar: chemical analyses for purity, animal testing for
determination of therapeutic and toxic levels, physical testing to

determine material strength.

.

Second, informal estimating of efficacy and safety is the most common
method of evaluation. It is estimated thaﬁ 80 to 90 percent of all
procedures have been evaluated on]yvby informal techniques. Personal
experience is the oldest and most common informal method of judging the
efficacy and safety of a medical technology and is the primary method

that determines whether the technology is adoptéd into widespread practice.
Such informal evaluation has led in many, if not most, cases.to appropriate
decisions on the application of technology. In other cases the informal

method has not fared so well.

A third way of estimating efficacy and safety is the epidemiologicail/
statistical approach. Again, the methods used are quite familiar:
retrospeétive studies to compare groups of people with a certain disease
to those without the disease; and prospective studies to follow the
histories of persons both exposed and unexposed to the factor under
study. The drawbacks and problems of those methods are also well-known:

incomplete data in the former and high cost in the latter.
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herodca o]

Randomized controlled clinical trials are in a sense a sophisticated
extension of the epidemiological/statistical approach. Subjects are
assigned randomly to experimental and control groups and the results of
the trial are analyzed to evaluate the relative risks and benefits of

the technology. The advantages of randomization are several: (1) the
elimination of bias in the assignment of treatment; (2) the prevention

of bias with respect to variables inherent in the experiment; and (3)

the validity of the statistical tests of significance uSed. The problems
of contré]]ed trials are also several, the most important of which

relate to the ethics of randomization and to their very high costs.
Controlled trials are most-apprbpriate when the benefits of a new techno]ogy
are uncertain and when the relative benefits of‘existing therapies are
disputed. Controlled trials are not necessary in every case; other

mechanisms may be more appropriate in specific cases.

The fifth and last presently existing method of efficacy and safety
evaluation is formal consensus development, a method that is the philosophical
child of the informal approach. Perhaps less familiar than the ofher
approaches, its present stage of evolution is epitomized by the "consensus
development" exercises now ongoing at the NIH. Recent subjects of
evaluation in these exercises- include antenatal diagnosis, management of
primary breast cancer, intraocular lens implantation, and the use of

microprocessor-based machines in patient care.
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What characterizes these five general mechanisms‘of technology evaluation
is that they are all, by and large, controlled by the private sector:

the health technology industry and the health professions. To be sure,
external forces (governmental requirements and products liability law,

to name but two) have played an important part in the institution and
continuation of such evaluations. But the evaluations themsclves are
designed and carried out internally. Governmental regulation has generally
focused on requiring the health industry to devefop eviaence of safety

and efficacy. Generally, also, governmental regulation has been responsive
to public health tragedies: the elixir sulfanilimide disaster of the

late 1930s led to the Federal Food Drug and Cosmetic Act and its requirement
that drugs be shown to be safe before being marketed; the thalidomide
tragedy the early 1960s led to the further requirement that drugs be

shown to be efficacious.

Technology assessment in the future is likely to be different. While

the same methods described a moment ago will continue, three events wi]]v
likely change the course‘of assessments. These three are: new methodologies,
new laws, and new structures. All three will emphasize two basic
differences with the existing process. First, although present evaluations
are internal (that is industfial and professional), additional evaluations
will be external (that is, governmental and third party payor). And

second, governmental regulation, previously responsive primarily to

safety and efficacy considerations, will increasingly be responsive to
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cost containment considerations. These two factors -- external evaluation
and cost responsiveness -- in turn suggest that technology assessment

will become significantly broader than it presently is. Consider, for

‘example, the description given by the Office of Technology Assessment:

Technoiogy Assessment is a comprehensive form of policy research
that examines the short- and long-term social consequences

(e.g., societal, economic, ethical, legal) of the application

or use of technology. It is an analysis of sbcial rather than
technical issues, and it is especia]]y concerned wifh unintended,

indirect, or delayed social impacts.

Thus; although evaluation of safety and efficacy will doubtless continue,
a new dimension will 1likely be added to the evaluation of technology:

the assessment of the broader social, ethical, legal, and political )
effects of technology. Obviously, there are problems with this broader
evaluation: (1) there is no standard, usable method yet available; (2)
medical technologies are quite diverse -- a standard format for assessment
may not be possible; (3) the interdisciplinary approach necessary is
difficult practically to develop; and (4) the dollar cost and time costs
are extremely high. Nevertheless, the basic weakness -- lack of an
adequate methodology -- is beﬁng approached methodically and is beginning to grov
stronger. The work of OTA, of the Center for the Analysis of Health
Practices at Harvard, of the Technology Center at the University of

Missouri, of the Health Policy Center at Georgetown, and of many other

settings shows promise of providing the basic tools of assessment.
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New laws provide a second event that is 1iké1y to change the emphasis of
technology. evaluation. This nation has had, I believe, a progression of
laws having to do with technology and its evaluation (or, as some would
have it, its control). Safety was.our first concern, and the earliest
food and drug laws focused solely on the assurance of safety. Efficacy
was our next concern, although it was less than two decades ago that
this factor was added to the drug laws. But the character of the Federal
statutes regulating health technologies has beguﬁ to ch;nge more rapidly.
At the same time that the 1976 medical devices amendments to the Food,
Drug, and Cosmetic Act gave FDA the responsibility of evaluating the
safety and efficacy of medical devices, they added a 1ittle-noticed but
potentially powerful provision, the "restricted devices" provision:
The Secretary may by regulation require that a device be
restricted to sale, distribution, or use ... upon such other
conditions as the Secretary may prescribe ... if, because of
its potentiality for harmful effect or the collateral measures
necessary to its use, the Secretary determines that there
cannot otherwise be reasonable assurance of its safety and

effectiveness.

Thus, with regard to medical devices, there exists the statutory authority
to restrict not only the sale but also the use of a device, even if the

device jtself is safe and efficacious.
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The most recent Federal law 1§ that bassed almost exactly one year ago
which established the National Center for Health Care Technology. That
statute provides that the Center undertake comprehensive assessments
of health cére technology, taking into account "the safety, effectiveness,
and cost-effectiveneés of, and the social, ethical, and economic impact
of health care technologies.” The rapidity with which the law has
expanded its focus is breathtaking. Consider: 1938 --‘safety, 1962 --
efficacy, 1976 --collateral measures, 1978 -- social, e}hica], and

economic impact.

Only the first three enactments are strictly regulatory in nature. That

is, only safety, efficacy, and collateral measures may be taken into

account in determining approval or disapproval for sale, distribution,

and use of certain technologies. Nevertheless, two very specific and
quasi-regulatory authorities given by law make the effects of actions

of the National Center for Health Care Technology potentially as important
as any regulatory action. These two functions of the Center and its
Advisory Council are: (1) to develop exemplary standards, norms, and
criteria concerning the use of particular health care technologies; and

(2) to make recommendations with respect to reimbursement policy.

The third event that will have an impact on technology evaluation is the

development of new structures. Several of these new structures have
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already been mentioned: the Office of Technology Assessment, the National
Center for Health Care Technology, and the consenéus development conferences
of the NIH (which consider not only technical issues, but also economic
jssues). At least equally important is the development of new structures
within the medical profession, in which there is a growing interest in

the broader issues posed by the utilization of techno]ogy. The profession
is openly discussing'whether new technologies and changes in old technologies
are worth their cost -- whether on balance they signifitantly improve
patient care. Now being debated are such questions as whether a particular
procedure merely adds to the "completeness" of a diagnostic workup, or
whether it actually replaces an an outmoded procedure; whether a better
radiologic picture of an inoperable brain tumor really helps the patient;
and whether electronic fetal monitoring in fact leads to increased
mortality and morbidity by increasing the frequency of Caesarean sections.
This broader discussion has recently found its way onto the agendas of
hundreds of professional meetings. There is, then, I believe, a developing
critical mass of the medical profession -- enough individuals and
organizations -- to begin a shift in emphasis in technology evaluation:
from informal evaluations of safety and simple efficacy to more systematic

assessments of the broader implications of technologies.

Thus, given this environment -- public expectations of benefits from

~ technology and public frustration over health care costs -- and given

these developments -- new methodologies, new laws, and new structures --
it is most likely that the near future will see much broader assessments

of health care technologies both required by, and in some cases carried

out by, government.
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Utilization Standards
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"Utilization standards," the phrase in the title of this presentation,
raises the old fears of government control of medical practice and of
"cookbook medicine." I would submit, however, that we in the medical
profession have had utilization standards for quite some time, and that,
far from rebelling against them, we have embraced them. Not only has

the profession developed certain standards and guide]ings, but also
government agencies have done likewise, and we have followed them. A

few examples may be instructive: (1) Three decades ago, premature infants
given high percentages of inspired oxygen were developing blindness
secondary to retrolental fibroplasia. The American Academy of Pediatrics
déve]oped guidelines for the use of oxygen in the newborn, and the
profession followed them, to the great benefit of infants. (2) The
treatment of sexually transmitted diseases had long been a source of
controversy in medicine, until the Center for Disease Control (then the
Communicable Diseases Center) issued guidelines for freatment of syphilis,
gonorrhea, and other diseases. The profession was quick to adopt these
guidelines, and it is a very rare public clinic that does not have them
posted for easy reference. (3) The ability fapid]y to diagnose pulmonary
embolus is a vital medical necessity, but not until studies éppeared in
the literature giving frequencies of positive test results correlating
with the diagnosis did we have much rational basis for doing anything but

ordering every test available. Thus it is that when genuine controversy

over the appropriate utilization of technology exists, individual physicians

are willing to grasp any straw in the wind that offers support for a
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particular approach. When that aid comes in the form of good studies,
good technology assessment, or the carefully considered opinion of
experts, be they in the profession or in government, the physician
relies on and acts on it. Guidelines that are credible and that are
deve]oped with thé assistance of the profession are accepted, welcomed,

and embraced.

In all areas in the Federal government in which the uti}ization of

health technologies is considered, there is considerable input from the
medical profession. Examples are numerous: (1) The CDC, in reviewing

its policy on influenza immunization, annually conferé in public meeting
with many medical practitioners and experts in immunization. (2) The
NIH, in its consensus development conferences, brings together several
dozen physicians and researchers in what Donald Fredrickson has termed

"a novel exercise to hasten the search for consensus in the old-fashioned
way." (3) The FDA, with the help of internists, neurosurgeons, and
radiologists, has developed guidelines for the appropriate utilization of
skull x-rays in the emergency room, guide]ines that when applied in
practice have decreased such procedures by more than half with no detriment
to patients. (4) Professional Standards Review Organizations (PSROs)

are physician groups which review hospital services to determine their
medical necessity and appropriateness; the criteria for their reviews
were developed by the AMA and 36 specialty societies. The list is

long, and nowhere is there reasonable evidence of anything but the
careful development of criteria and the thoughtful application of those

criteria.
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Historically, there is much precedgnt for the development and acceptance
of guidelines of medical practice. Governmental activity to date has
been consistently constructive, and there is no evidence that it is

Tikely to change.

There is, however, a cﬁangelin the tenor of govefnment involvement.
Because of the frustration over costs and because a specific techho]ogy
-~ the computed tomography scanner -- dramatized the in?bility of government
to oversee rational allocation and utilization of new technologies, it
is 1ike1y that much more attention in technology assessment will be paid

to the issue of appropriate utilization. It is also likely that new

~ government activity will emphasize what Schwartz and Joskow have called

"utilization efficiency" in contrast to “"production efficiency." That
is, the emphasis will be on whether the net medical benefit exceeds or

equals the cost of achieving it. These two somewhat separate issues --

~guidelines for appropriate utilization and "utilization efficiency" --

share one commonality: the growing recognition that safety and simple
efficacy alone are insufficient, but that the way in which a technology

is used is equally important.

Thus, I-believe we will see increasing emphasis in government activity
in the area of utilization of technologies. The NIH consensus development

conferences will likely achieve much greater impact than they now do,

with broader input, discussion, and dissemination. Although in the

first two meetings of the National Council on Health Care Technology,
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the phrase "standards of utilization" was hardly mentioned,.the area is
one which the National Center cannot long ignore, and its potential
impact is great. The task for each of these activities is to proceed
only at the rate of the state of the art and always to be aware of its

limitations; but nevertheless to proceed.

Reimbursement of Services

Finally, this presentation would not be complete withou; some analysis

of the direction the reimbursement system may take, given the environment
I have déscribed. It is, in the first place, all too obvious that the
present reimbursement system is at the root of the problem of health

care costs. There is no other system that has such perverse economic
incentives. In a free-market economy, prices are set by arms-length
transactions between buyers and sellers. In health care, the seller
(physician) can determine what the buyer (patient) needs, where he needs
it, when he needs it, and how much it will cost... and the buyer will
acquiesce because he has no incentive, economic or otherwise, not to
agree. With regard to technologies, there is no direct economic incentive
fbr a producer not to produce a technology, a physician not to utilize
it, of a‘patient not to have it applied to him. In fact, in health

economics there are no truly informed buyers, only passive payors.

This economics is as perverse in practice as it is in theory. The
Federal government, through its Medicare program, has been the epitome

of the passive payor. In essence, whatever services are billed for, are
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- paid for. The statutory mandate of the Medicare program is to reimburse

providers only for those health services that are "reasonable and
necessary." That mandate has never been taken seriously. In fact,
there are neither regulations nor written guidelines under which the
Medicare program determines reimbursement policy. The responsibility
for reimbursement decisions has been abdicated, largely to carriers and
intermediaries. Greater than 99% of the determinations of covered
services under Medicare have been and are being made by carriers and
intermediaries. If a service has previously beeh reimbursed for, a

bill received for the same type of service will be paid.

If the system for coverage decisions were not bizarre enough, the
present mechanism for deciding coverage issues at the national level is
even more odd. For the first 12 years of the Medicare program, until
1977, there were no formal criteria by'which coverage decisions were
made. Today, there is a document outlining the process, but even now,

that document is no more than an informal guideline.

Thus, the present Federal policy for reimbursement of new technologies,
plainly stated, is this: (1) any bill that is received, is paid; (2)
carriers and intermediaries decide coverage policy; and (3) there are no

criteria by which coverage decisions are made.

This is an absurd situation. Its absurdity is, however, belatedly being

recognized by those responsible for the administration of the reimbursement
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programs, and it is likely that the near future will bring significant

changes in the system. One of the basic problems in reforming the

‘system, however, is the absence of data of two sorts: (1) data on the

number, types, and distribution of procedures that are done (a hospital
bill for reimbursement does not contain a listing of all procedures
done, for example); and (2) data on the long-term benefits and risks

of technology.

The first category is being addressed by the development of a common
procedural terminology and of other uniform data systems. Clearly, such

systems have a long way to go, but the pieces -are falling into place.

More importantly, the second category -- data on the effeétiveness of

medical services -- is now being addressed. At the common instigation

of parts of the medical profession, of our Office of Science and Technology

Policy, and of parts of the Department of Health and Human Services, a

model is being developed whereby imaginative use of the reimbursement

system can help develop data on effectiveness on which rational reimbursement

policy can be made. That model will make it possible to identify new

technologies of potentﬁa]]y significant impact, and would trade reimbursement

dollars in the investigational phase of the technology for data on

. effectiveness, supplied under an agreed-upon experimental protocol. The

model would make it possible for the producer to recover some of the

development costs early, and for the reimburser to make rational decisions
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on coverage policy. This development is quite new, but is exciting, and

“is likely to be a significant part of reimbursement policy in the future.

The structures within which change in reimbursement policy will occur

are several. Already mentioned is the National Center for Health Care
Technology and its function in coverage issue analysis. Equally important,
however, is the quiet but persistent activity taking place outside
government, by the medical profession, private insurers, and private
industry. The concern that health care costs are high and that we are

not reapiﬁg all the benefits of health technology that we might is not

solely a concern of government, but is shared by many sectors.

In 1977, Blue Shield published a 1ist of obsolete procedures which would
no longer automatically be paid for. More recently, Blue Cross has made
similar changes in its policy toward presurgical workups and routine
admission laboratory testing. The medical profession has been active
with‘reimbufsers in policy changes such as these. The American College
of Physicians, through its medical necessity project, and the Council of
Medical Specialty Societies have both been quietly pursuing means by
which to make reimbursement deéisions rational. Private industry, in
several different kinds of businesses, have begun to form consortia,
negotiating with health insurers on ways to lower costs; the development
of a rational approach to deciding what services are covered is a large

part of their concern. There is, I believe, a developing broad consensus
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that the solution to the problem of high health costs begins with changing
a perspective: passivé payors must become informed buyers. Until that
occurs, all incentives will continue to favor overutilization of health

technologies, with consequent unnecessary costs.

In summary, the picture I paint is one of the extension of trends of

which you should a]readylbe cognizant. Efficacy evaluation, utilization
standards and reimbursement for services are not new concepts. What is

new is the coalescence of the concerns of the public -- patients, physicians,
payors, and politicians -- together with new methodologies, new laws,

and new structures.

To return at last to the title of this session, there need be no conflict
between innovation and the quest for cost containment. The necessity

for the assessment of the effects of technology should be clear. What
technology assessment will do, if carried out with cautidn and perspective,

is to change the present focus on incremental improvements in existing

'technologies to a focus on truly innovative breakthroughs in the development

of curative technologies. Technology assessment may tend to make merely
incremental improvements less profitable, but will make the development

of truly curative technologies vastly more worthwhile. The challenge to

you, the teaching hospitals, is to join in these compatible quests:

innovation and cost containment.
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IMMEDIATE PAST CHAIRMAN OF THE COTH ADMINISTRATIVE BOARD WHO
SERVES AS THE CHAIRMAN, THE CURRENT CHAIRMAN oF COTH, AND ONE
MEMBER-AT-LARGE. THUS, YOUR COMMITTEE INCLUDES: MYSELF AS
CHAIRMAN, RoBERT HEvsSEL AND EuceNE STAPLES, DIRECTOR, WEST
VIRGINIA UNIVERSITY HOSPITAL,

I HAVE SEVERAL GROUPS OF NOMINATIONS, AND I WILL PRESENT
THE ENTIRE SLATE AND LET THE CHAIRMAN TAKE IT FROM THERE,

IN AccorRDANCE WITH THE AAMC Byraws, COTH 1S ENTITLED TO
57 REPRESENTATIVES ON THE AANMC ASSEMBLY. THEREFORE, WE HAVE:

19 NomINATIONS FOR THE AAMC AsseMBLY ForR A THREE-YEAR TERM
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ExpIrING 1982:

‘Jess E. Burrow | VETERANS ADMINISTRSTION HOSPITAL

SEPULVEDA, CALIFORNIA

Laurance V. Fove, Jr., M.D. VETERANS ADMINISTRATION HOSPITAL

SAN Francisco, CALIFORNIA

Louis M. FrAZIER, JR. VETARANS ADMINISTRATION HOSPITAL

SHREVEPORT, LOUISIANA

WiLLiam H., GURTNER M1, Z10oN HospiTAaL & MepicAL CENTER

SAN FrANcIsco, CALIFORNIA

WARREN G, HARDING Bexar CounTy HospiTaL DiIsTRICT

SAN ANTONIO, TEXAS
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COTH NoMINATING CoMMITTEE REPORT

ROGER S, HunT

Joun E. Ives

DonALD G, Kassemaum, M.D.
JaMes MALLoY

G. Bruce McFADDEN

JoseEPH MooRE

CHARLES O'BRrIEN
Davip R, Pi7Ts
RutH M, ROTHSTEIN
JEROME R. SapoLsky
RicHARD L. SEJNOST
RoBerT J. TAYLOR
Davip S. WEINER

BERNARD B. WEINSTEIN

Pace 2

INDIANA UNIVERSITY HOSPITALS
INDIANAPOLIS, INDIANA

SHANDS TEACHIEG HosPITAL
GAINESVILLE, FLORIDA

UNIVERSITY oF OREGON HOSPITAL
PorTLAND, OREGON :

JoHN DEMPSEY HoSPITAL
FARMINGTON, CONNECTICUT

UNIVERSITY OF MARYLAND HOSPITALS
BALTIMORE, MARYLAND

VETERANS ADMINISTRATION, LAKESIDE
HosPITAL
CHicaGo, ILLINOIS

GEORGETOWN UNIVERSITY HosPITAL
WasHiNeTON, D.C.

OcHsNER FounDATION HosPITAL
NEw ORLEANS, LOUISIANA

M1, SiNAI HospiTaL MepicAL CENTER
CHicaGco, ILLINOIS

THE MIR1AM HOSPITA%
PROVIDENCE, RHODE [SLAND

THE HARPER HosPITAL
DETROIT, MICHIGAN

HENNEPIN CounNTY MEDIcAL CENTER
MINNEAPOLIS, MINNESOTA

CHILDRENS HosPITAL MepicaL CENTER
BosToN, MASSACHUSETTS

WeSTCHESTER CounTY MepicaL CENTER
VALHALLA, NEw YoRrk

To REPLACE A REPRESENTATIVE ON THE ASSEMBLY WHO IS NO LONGER

ASSOCIATED WITH COTH MEMBER INSTITUTIONS, WE HAVE:

ONE_NOMINATION FOR A ONE-YEAR TErRM Expiring 1980:

JOHN REINERTSEN

UNIVERSITY oF UTAH HosPITAL
SALT LAke City, UTtaH
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COTH NOMIﬂATLNG COMMITTEE REPORT - Page 3

NominNATION FOR COTH SECRETARY For A ONE-YEAR TerM ExpirInc 1980:

MiTcHeLL T. RaBkin, M.D. BeETH IsrAEL HosPITAL
BosToN, MASSACHUSETTS

NOMINATIONS FOR THREE-YEAR TErRMS oN THE COTH ADMINISTRATIVE BOARD:

FRep J. CowELL JAcksoN MeMORIAL HosPITAL
' MiaMm1, FLORIDA
RoBERT E. FRANK BARNES HosPITAL

S1. Loutls, MISSOURI

EArRL J. FREDERICK CHILDRENS MEMORIAL HosPITAL
- CHicaco, ILLINOIS

REPRESENTATIVE T0 THE AAMC Executive CounciL ForR A THREE-YEAR
TERM: '

JOHN REINERTSEN UNIVERSITY OF UTAH MepicaL CENTER
SALT LAke CiTty, UTtaH

IN ADDITION TO THESE APPOINTMENTS, WE HAVE THE IMMEDIATE
PasT CHARIMAN WHICH IS AUTOMATIC - DR. RoBERT HEYSSEL.

THE CHAIRMANSHIP, WHICH LIKEWISE IS AUTOMATIC SINCE YOU
EXERCISED YOUR FRANCHISE LAST YEAR - Mr. JoHnN CoLLOTON,

CHAIRMAN-ELECT - MR. STUART MARYLANDER, CEDARS-SINAI
MepicaL CENTER, LoS ANGELES.

MR, CHAIRMAN, | MOVE THE NOMINATIONS.
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CHAIRMAN’S REPORT
1978-79
ROBERT M. HEYSSEL, M.D.

As 1S THE CASE EACH YEAR, JIM AND DICK HAVE SET FORTH

VERY WELL THE PAST YEAR'S ACTIVITIES OF INTEREST TO YOU, SO
['LL NOT DWELL ON THEM ANY FURTHER. INSTEAD I'D LIKE To

CALL YOUR ATTENTION TO A COUPLE OF ITEMS OF INTEREST AND SHARE
SOME PERSONAL THOUGHTS WITH YOU,

FiRsT, I'LL MENTION THE COTH SPRING MEETING. OUR EFFORT

LAST SPRING IN KANSAS CITY WAS DESIGNED TO ENHANCE THE DIRECT
PARTICIPATION OF THE MEMBERSHIP, AND | THINK WE SUCCEEDED.,

THE STAFF PREPARED AN EXCELLENT DOCUMENT FOR THAT MEETING
ENTITLED, "TowArRD A MorRe CONTEMPORARY PUBLIC UNDERSTANDING

OF THE TEACHING HOSPITAL.” 1IN RESPONSE A STRONG MANDATE WAS
CLEARLY HEARD TO BETTER DEFINE THE PRODUCTS OF THE TEACHING
HOSPITAL, TO ARTICULATE MORE CLEARLY OUR SPECIAL PROBLEMS

AND CHARACTERISTICS, AND TO RELATE THESE DIMENSIONS TO OUR
COSTS OR EXPENDITURES, SUBSEQUENT TO THE MEETING A PRELIMINARY
STAFF REPORT CALLED, “CAse Mix MEASURES AND THEIR REIMBURSEMENT
APPLICATIONS" WAS DEVELOPED AND SENT TO YOU IN SEPTEMBER.

BASED ON THIS PARTICIPATION AND FOLLOW-UP ACTIVITIES, IT'S
CLEAR TO ME THAT THE SPRING MEETING PROVIDES US WITH AN
OPPORTUNITY TO GET TOGETHER, BUT ALSO SERVES AS AN IMPETUS
AND A FOCUS FOR THE STAFF TO PREPARE REPORTS SUCH AS THOSE
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['VE JUST MENTIONED WHICH [ THINK ARE PARTICULARLY IMPORTANT
AND HELPFUL TO US., WITH THIS IN MIND, I'D ASK THAT You
MARK YOUR CALENDARS FOR MAY 14-16 OF NEXT YEAR WHEN OUR NEXT
SPRING MEETING WILL BE HELD AT THE Brown PALACE HOTEL IN DENVER.
THE PLANNING COMMITTEE FOR THE UPCOMING MEETING IS CHAIRED BY
EARL FREDERICK OF CHILDREN'S MEMORIAL HosPITAL IN CHICAGO.
OTHER MEMBERS OF THE COMMITTEE ARE FRED BrownN oF THE VA HosPITAL
IN DurHAM, NorTH CAROLINA, IRV GOLDBERG FROM MONTEFIORE HOSPITAL
IN P1TTSBURGH, BiLL KERR OF THE UNIVERSITY OF CALIFORNIA
HospiTaLs AND Dick SEJunNosT FROM HARPER-GRACE HoSPITALS 1IN
DETROIT. | CAN ASSURE YOU THAT THEY'VE BEEN PUTTING TOGETHER
AN EXCELLENT PROGRAM, AND HAVE TAKEN INTO ACCOUNT YOUR
COMMENTS AND SUGGESTIONS FROM THE LAST MEETING.

A SECOND MATTER I'D LIKE TO CALL TO YOUR ATTENTION IS
THE MEETING OF THE AAMC ASSEMBLY TOMORROW AFTERNOON AT 1:00 p.M,
THE ENTIRE SESSION WILL BE DEVOTED TO A DISCUSSION OF THE REPORT

"OF THE AAMC Task Force ON GRADUATE MepicAL EDUCATION., SPIKE

FOREMAN OF THE SINAI HosPITAL IN BALTIMORE AND MeERLIN OLSON
WITH THE UN1VERSITY OF CoLorRADO ARE COTH REPRESENTATIVES

ON THAT TAsK FORCE. A coPY OF THAT REPORT WAS SENT TO EACH
COTH MEMBER ABOUT TWO WEEKS AGO. THE MEETING IS OPEN TO ALL
INTERESTED INDIVIDUALS, AND ['D URGE YOUR ATTENDANCE AND
PARTICIPATION, THE WAY IN WHICH THE REPORT IS TO BE REVIEWED
APPEARS ON PAGE OF YOUR ANNUAL MEETING PROGRAM., TAKE A

LOOK AT IT, AND I'D LIKE TO SEE YOU THERE.
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HAVING REPORTED ON THESE BUSINESS EVENTS, 1'D LIKE
FOR A MOMENT TO SHARE SOME PERSONAL OBSERVATIONS WITH YOU ON
THE TOPICS OF STATE RATE REVIEW, PATIENT CASE MIX AND THE
ROLE OF PHYSICIANS IN HOSPITAL MANAGEMENT, | READ RECENTLY
IN ONE OF OUR TRADE PUBLICATIONS THAT SOME HOSPITAL SPOKESMEN BE-
LIEVE STATE RATE REVIEW PROGRAMS TO CONTROL HOSPITAL COSTS ARE DEAD.
AT THE SAME TIME OTHERS CONTEND THAT RATE REVIEW IS ALIVE AND WELL,
EVEN THOUGH INTEREST IN THE PROGRAMS HAS WANED. My OWN VIEWS
ON THE SUBJECT ARE OBVIOUSLY COLORED BY THE FACT THAT ['M
FROM A STATE WHERE SUCH A PROGRAM IS ALIVE, SUPPORTED BY THE
HOSPITALS AND THEIR ASSOCIATION, AND WORKING REASONABLY WELL.

5
|
i
|
|
\
|
\

WHILE A STATE OF AFFAIRS FOR OUR INSTITUTIONS WHICH IS

!

"REGULATION FREE,"” IS MOST DESIRABLE, | CANNOT SEE SUCH A
UTOPIA OCCURRING ANYTIME IN THE NEAR FUTURE. .

ON THE OTHER HAND, IN BALTIMORE, WE'RE CLOSE ENOUGH TO
WASHINGTON SO I CAN HEAR WHAT'S BEING SAID, BUT NOT SO CLOSE
SO THAT | HEAR IT OFTEN ENOUGH TO BELIEVE IT., HOWEVER,
THERE DOES SEEM TO BE A FREE ENTERPRISE DIALOGUE ON HOSPITAL
ISSUES THAT IS GROWING., THE DISCUSSION AND RHETORIC FOR THE
MOMENT SEEM TO BE MORE AT THE CONCEPTUAL THAN THE OPERATIONAL
LEVEL. [N OTHER WORDS, NOBODY'S QUITE SURE HOW THINGS WOULD
WORK BUT THEY ARE POLITICALLY OR PERSONALLY ATTRACTED TO THE
IDEA OF DEREGULATION AND COMPETITION, THIS IS A SUBJECT TO
WHICH MOST OF US IN TEACHING HOSPITALS HAVE NOT GIVEN ENOUGH

THOUGHT. WHAT WOULD BE OUR STRATEGY FOR SURVIVING AND

PROSPERING IN AN ENVIRONMENT OF "“FULL-BLOWN"” DEREGULATION AND
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® OPEN COMPETITION? HOW WOULD WE SUPPORT OUR EDUCATIONAL PROGRAMS

UNDER THESE CONDITIONS? [ DON’'T HAVE THE SHORT ANSWER -- OR
EVEN THE LONG ONE -- TO THAT QUESTION;'BUT IT DOES NEED MORE
CAREFUL THOUGHT AND BRINGS ME TO THE OTHER ISSUES I WISH TO
MENTION -- PATIENT DIAGNOSTIC CASE MIX AND THE PHYSICIAN'S
ROLE IN HOSPITAL MANAGEMENT,

FIRST, | BELIEVE EACH OF US WOULD BE WELL SERVED TO BE
SURE EFFORTS ARE WELL UNDER WAY IN OUR OWN HOSPITALS TO HAVE
A THOROUGH UNDERSTANDING OF THE DIAGNOSTIC CASE MIX OF THE
PATIENTS WE ARE SERVING, AND ITS RELATIONSHIP TO OUR
EXPENDITURES, THERE ARE A VARIETY OF WAYS OF DOING THIS,
BUT EACH OF US SHOULD HAVE A MANAGEMENT GROUP, WHICH INCLUDES
PHYSICIANS, WORKING ON THIS SUBJECT. IN AN AGE OF COMPETITION,

® AS WELL AS REGULATION, SUBSTANTIATING THE CASE-MIX EXPENDITURE .

RELATIONSHIP IS ESSENTIAL IF WE ARE TO BE ABLE TO CONTINUE
TO MARKET OUR SERVICES AND JUSTIFY OUR PRICES, THE PROSPECT
OF MEDICARE INCORPORATING A CASE MIX MEASURE IN SETTING ITS
LIMITS NEXT YEAR SHOULD BE INCENTIVE ENOUGH TO GET INTO
THIS AREA.

AT THE COTH GENERAL SESSION TWO YEARS AGO | SPOKE ON THE
ToPIC OF "PHYSICIAN RESPONSIBILITY AND ACCOUNTABILITY FOR
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ConNTROLLING THE DEMAND FOR HospITAL SERVICES.” My VIEWS
ON THAT SUBJECT HAVEN'T CHANGED MUCH IN TWO YEARS -- IF
ANYTHING, THEY ARE STRONGER. WE MUST FIND WAYS TO BRING
THE MEDICAL FACULTY AND STAFF INTO POSITIONS WHERE THEY CAN

EXERCISE LEADERSHIP AND TAKE AN INSTITUTIONAL VIEW OF THE
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ISSUES. PEOPLE DO RESPOND TO ECONOMIC AND OTHER INCENTIVES
AND WE MUST FIND WAYS TO MAKE A CHANGE IN BEHAVIOR WORTHWHILE,
THIS 1S ESPECIALLY TRUE WHEN YOU CONSIDER THE COLLECTIVE
APPETITE FOR NEW TECHNOLOGY WHICH IS THE SUBJECT OF OUR SESSION
THIS AFTERNOON,

IT's BEEN A PLEASURE TO SERVE AS YOUR CHAIRMAN DURING THE
PAST YEAR, AND ['D LIKE TO TAKE THIS OPPORTUNITY TO THANK THE
MEMBERS OF THE COTH BOARD FOR THEIR SUPPORT AND CONTRIBUTIONS
TO OUR EFFORT,

THANK YOU VERY MUCH,
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CHAIRMAN'S REPORT TO THE ASSEMBLY
1978-79

ROBERT M. HEYSSEL, M.D.

I HAVE ONLY A FEW THOUGHTS TO SHARE WITH YOU THIS
MORNING.

FirsT, I'LL MenTION THE COTH SprinG MEETING., OuR
EFFORT LAST SPRING IN KANSAS CITY WAS DESIGNED TO ENHANCE
THE DIRECT PARTICIPATION OF THE MEMBERSHIP, AND [ THINK WE
SUCCEEDED. THE STAFF PREPARED AN EXCELLENT DOCUMENT FOR
THAT MEETING ENTITLED, "TowARD A More CONTEMPORARY PuBLIC
UNDERSTANDING OF THE TEACHING HospITAL.” IN RESPONSE A
STRONG MANDATE WAS CLEARLY HEARD TO BETTER DEFINE THE PRO-
DUCTS OF THE TEACHING HOSPITAL, TO ARTICULATE MORE CLEARLY
OUR SPECIAL PROBLEMS AND CHARACTERISTICS, AND TO RELATE
THESE DIMENSIONS TO OUR COSTS OR EXPENDITURES. SUBSEQUENT
TO THE MEETING A PRELIMINARY STAFF REPORT CALLED, "CASE

Mix Measures AND THEIR REIMBURSEMENT APPLICATIONS” WAS DEVELOPED

AND SENT TO COTH MEMBERS IN SEPTEMBER. BASED ON THIS
PARTICIPATION AND FOLLOW-UP ACTIVITIES, IT'S CLEAR TO ME
THAT THE SPRING MEETING PROVIDES COTH WITH AN OPPORTUNITY
TO GET TOGETHER, BUT ALSO SERVES AS AN IMPETUS AND A FOCUS
FOR THE STAFF TO PREPARE REPORTS SUCH AS THOSE I’VE JusT
MENTIONED WHICH [ THINK ARE PARTICULARLY IMPORTANT AND

HELPFUL TO US.,
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HAVING REPORTED ON THIS COTH evenT, I'D LIKE FOR A
MOMENT TO MAKE SOME PERSONAL OBSERVATIONS ON THE TOPICS

OF STATE RATE REVIEW, PATIENT CASE MIX AND THE ROLE OF

PHYSICIANS IN HOSPITAL MANAGEMENT. | MADE THESE POINTS

YESTERDAY AFTERNOON TO THE COTH MEMBERSHIP, AND I'M GOING
TO REPEAT THEM AGAIN THIS MORNING. | READ RECENTLY IN

"ONE OF OUR TRADE PUBLICATIONS THAT SOME HOSPITAL SPOKESMEN

BELIEVE STATE RATE REVIEW PROGRAMS TO CONTROL HOSPITAL

COSTS ARE DEAD. AT THE SAME TIME, OTHERS CONTEND THAT

RATE REVIEW IS ALIVE AND WELL, EVEN THOUGH INTEREST IN THE
PROGRAMS HAS WANED, My OWN VIEWS ON THE SUBJECT ARE OBVIOUSLY
COLORED BY THE FACT THAT I'M FROM A STATE WHERE SUCH A PROGRAM
IS ALIVE, SUPPORTED BY THE HOSPITALS AND THEIR ASSOCIATION, AND

WORKING REASONABLY WELL., WHILE WE ALL MIGHT VIEW AN ENVIRON-
MENT FOR OUR INSTITUTIONS WHICH IS “REGULATION FREE”
AS MOST DESIRABLE, [ CANNOT SEE SUCH A UTOPIA OCCURRING
ANYTIME IN‘THE‘NEAR FUTURE, |

ON_THE OTHER HAND, IN BALTIMORE, WE'RE CLOSE ENOUGH TO

WASHINGTON S0 I CAN HEAR WHAT'S BEING SAID, BUT NOT SO CLOSE
SO THAT | HEAR IT OFTEN ENOUGH TO BELIEVE IT. HOWEVER,

THERE DOES SEEM TO BE A "FREE ENTERPRISE” DIALOGUE ON
HOSPITAL ISSUES THAT IS GROWING. THE DISCUSSION AND RHETORIC
FOR THE MOMENT SEEM TO BE MORE AT THE CONCEPTUAL THAN THE
OPERATIONAL LEVEL.. IN OTHER WORDS, NOBODY'S QUITE SURE HOW
THINGS WOULD WORK, BUT THEY ARE POLITICALLY OR PERSONALLY
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ATTRACTED TO THE IDEA OF DEREGULATION AND COMPETITION,
THIS IS A SUBJECT TO WHICH MOST OF US IN MEDICAL SCHOOLS
AND TEACHING HOSPITALS HAVE NOT GIVEN ENOUGH THOUGHT.
WHAT WOULD BE OUR STRATEGY FOR SURVIVING AND PROSPERING
IN AN ENVIRONMENT OF "FULL-BLOWN” DEREGULATION AND
OPEN COMPETITION? HOW WOULD WE SUPPORT OUR EDUCATIONAL
PROGRAMS UNDER THESE CONDITIONS? | DON’'T HAVE THE SHORT
ANSWER -- OR EVEN THE LONG ONE -- TO THAT QUESTION, BUT
IT DOES NEED MORE CAREFUL THOUGHT AND BRINGS ME TO THE OTHER
ISSUES [ WISH TO MENTION -- PATIENT DIAGNOSTIC CASE MIX
AND THE PHYSICIAN'S ROLE IN HOSPITAL MANAGEMENT,

FIRST, | BELIEVE EACH OF US WOULD BE WELL SERVED TO
BE SURE EFFORTS ARE WELL UNDER WAY IN OUR OWN MEDICAL
CENTERS TO HAVE A THOROUGH UNDERSTANDING OF THE DIAGNOSTIC
CASE MIX OF THE PATIENTS WE ARE SERVING, AND ITS RELATION-
SHIP TO OUR EXPENDITURES. [ BELIEVE IT'S IN THE INTEREST
OF THE DEANS AND FACULTY TO SUPPORT AND ENCOURAGE THIS KIND
OF AN EFFORT. I[N AN AGE OF COMPETITION, AS WELL AS REGULA-
TION, SUBSTANTIATING THE "“CASE-MIX/EXPENDITURE” RELATIONSHIP
IS ESSENTIAL IF WE ARE TO BE ABLE TO CONTINUE TO MARKET OUR
SERVICES AND JUSTIFY OUR PRICES. [HE PROSPECT OF MEDICARE
INCORPORATING A CASE MIX MEASURE IN SETTING ITS LIMITS NEXT
YEAR SHOULD BE INCENTIVE ENOUGH TO GET INTO THIS AREA.

AT THE COTH GENERAL SESSION TWO YEARS AGO | SPOKE ON
THE TOPIC OF “PHYSICIAN RESPONSIBILITY AND ACCOUNTABILITY
FOR CONTROLLING THE DEMAND FOR HosPITAL SERVICES.” My VIEWS
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ON THAT SUBJECT HAVEN'T CHANGED MUCH IN TWO YEARS -- IF
ANYTHING, THEY ARE STRONGER., WE MUST FIND WAYS TO BRING
THE MEDICAL FACULTY AND STAFF INTO POSITIONS WHERE THEY
CAN EXERCISE LEADERSHIP AND TAKE AN INSTITUTIONAL VIEW OF

THE ISSUES. PEOPLE DO RESPOND TO ECONOMIC AND OTHER

INCENTIVES AND WE MUST FIND WAYS TO MAKE A CHANGE IN BEHAVIOR
WORTHWHILE. THIS IS ESPECIALLY TRUE WHEN YOU CONSIDER THE
COLLECTIVE APPETITE FOR NEW TECHNOLOGY WHICH WAS THE SUBJECT
oF oUR COTH GENERAL SESSION YESTERDAY AFTERNOON,

IT's BEEN A PLEASURE TO SERVE AS THE COTH CHAIRMAN
DURING THE PAST YEAR, AND ['D LIKE TO TAKE THIS OPPORTUNITY
TO THANK THE ENTIRE AAMC STAFF FOR THEIR SUPPORT AND
CONTRIBUTIONS TO OUR EFFORT,

THANK YOU VERY MUCH,
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REPORT TO COTH MEMBERSHIP
DR. RICHARD KNAPP
1978-79

ANYONE WHO SPENDS A GOOD DEAL OF TIME INVOLVED IN PUBLIC
SPEAKING, AS MOST OF YOU DO, FACES TIMES WHEN THERE SEEMS TO
BE SO LITTLE TO SAY; THERE ARE OTHER TIMES WHEN THE POTENTIAL
FOR DISCUSSION SEEMS LIMITLESS. [HERE ARE A WIDE VARIETY OF
REGULATORY AND LEGISLATIVE ISSUES | COULD REVIEW, AND THERE
ARE OTHER ORGANIZATIONAL, FINANCIAL AND DELIVERY MATTERS
ABOUT WHICH MANY OF YOU | KNOW HAVE CONCERNS,

RATHER THAN TRYING TO DO JUSTICE TO THESE ISSUES IN
THE SHORT TIME AVAILABLE, WE'VE PREPARED A VERY COMPREHENSIVE
AND DETAILED REVIEW WHICH WAS MADE AVAILABLE TO YOU AS YOU
CAME INTO THE ROOM. | URGE YOU TO READ THAT DOCUMENT, AND
['D LIKE TO HEAR FROM YOU IF WE'VE OVERLOOKED SOMETHING OR
MISSED THE MARK ON A PARTICULAR ISSUE,

IN PREPARING MY REMARKS FOR THIS AFTERNOON [ TRIED
TO ASK MYSELF WHAT MADE THIS PAST YEAR DIFFERENT. THERE IS
ONE ISSUE THAT IN THE PAST HAS LURKED BENEATH THE SURFACE,
BUT THIS YEAR I'VE NOTED HAS MORE FREQUENTLY MADE ITS WAY
INTO THE PUBLIC AND PROFESSIONAL PRESS -- THAT IS, THE CON-
TINUING DEBATE OVER WHETHER A PATIENT SHOULD BE IN A TEACHING

OR NON-TEACHING HOSPITAL. ALL PARTICIPANTS IN THE DEBATE

SEEM TO AGREE THAT THE SERIOUSLY ILL BELONG IN TEACHING
INSTITUTIONS.,
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® HOWEVER, LET ME QUOTE FOR A MOMENT FROM A BOOK ENTITLED,
THe Lire You SAVE: A GuipE To GETTING THE BesT PossiBLE CARE

“SOME PHYSICIANS WOULD ARGUE THAT ANY PATIENT 1S BETTER OFF
IN A TEACHING HOSPITAL BECAUSE THE LATEST EQUIPMENT AND BEST
TRAINED PHYSICIANS ARE THERE. ON THE OTHER HAND, EVEN SOME
TOP MEN ON MEDICAL SCHOOL FACULTIES WILL TELL YOU THAT THE
TEACHING HOSPITAL IS NO PLACE TO BE SICK - UNLESS YOU ARE
SERIOUSLY SICK., THERE IS OFTEN A COLD, IMPERSONAL ATMOSPHERE..."
AND THE QUOTE GOES ON FROM THERE IN A NEGATIVE VEIN. SuCH
BOOKS AND REVIEWS OF THEM WITH THESE BLATANT GENERALTIES
DO LITTLE TO ENHANCE THE CONFIDENCE OF THE PUBLIC IN OUR
INSTITUTIONS, HOWEVER, IT DOES SERVE AS A HEALTHY REMINDER

® THAT IT ISN'T ALWAYS JUST A GOOD MEDICAL OUTCOME THAT IS
THE BASIS UPON WHICH PATIENTS MEASURE OUR PERFORMANCE. THE
PROCESS OF CARING WHILE THAT OUTCOME WAS ACHIEVED IS REMEMBERED
AS WELL, AS TEACHING HOSPITALS ARE FACED WITH MORE AND
TOUGHER COMPETITION, THIS MATTER REQUIRES MORE AND MORE
ATTENTION,

THERE ARE TIMES WHEN | WONDER IF OUR ORGANIZATION OUGHT

TO BE DOING SOMETHING IN THIS AREA, HOWEVER, ON A RELATED
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MATTER, [ KNOW WE SHOULD BE DOING MORE, AND PLAN TO DO SO

IN THE COMING YEAR., THIS CONCERNS A BETTER ARTICULATION AND
DESCRIPTION OF THE TEACHING HOSPITAL PRODUCT -- BETTER KNOWN
AS PATIENT CASE MIX RESEARCH AND DEVELOPMENT. COLLECTIVELY,
YOU GAVE THE STAFF A MANDATE AT THE SPRING MEETING IN KANSAS
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CITY, AND WE'VE BEEN AT WORK ATTEMPTING TO CHART A COURSE
FOR THE PROPER RESPONSE., WE THINK WE'VE IDENTIFIED ALL THE
MAJOR ACTORS WHO ARE WORKING IN THIS FIELD, AND JIM BENTLEY
AND PETER BUTLER HAVE VISITED MOST OF THEM, WE SENT You

AN INTERIM REPORT IN SEPTEMBER, AND AT THIS MORNING'S COTH
BoARD MEETING A NUMBER OF POSSIBLE SPECIFIC PROJECTS WERE
PRESENTED TO THE BOARD FOR REVIEW.

ENOUGH MONEY TO GET STARTED HAS BEEN SET ASIDE IN OUR
CURRENT BUDGET, AND THAT'S NOT BEEN A MAJOR PROBLEM, ASKING
THE PROPER QUESTIONS HAS BEEN THE MOST DIFFICULT TASK. WHAT
IS IT THAT WE ARE TRYING TO D0? IT'S CLEAR TO ME THAT
EVERYONE WANTS A SOLUTION THAT WILL SETTLE THE CASE MIX ISSUE
AND ITS COMPLEXITIES ONCE AND FOR ALL, BUT I'D ASK You TO
REMEMBER ERIC SEVEROID'S PROPOSITION THAT, "EVERY SOLUTION
CREATES ITS OWN PROBLEMS.,” IN THIS REGARD [ HAVE Two
OBSERVATIONS WHICH WORRY ME. THE FIRST IS THAT EVERY HOSPITAL
REPRESENTATIVE THINKS THAT A GOOD CASE MIX MEASURE TIED TO
REIMBURSEMENT WILL INCREASE HIS OR HER REVENUE. TEACHING
HOSPITALS BELIEVE SUCH A MEASURE WILL JUSTIFY A HIGHER
AVERAGE COST WHILE NON-TEACHING HOSPITALS BELIEVE SUCH A
MEASURE WILL DEMONSTRATE THAT MORE ROUTINE ADMISSIONS
OUGHT TO BE HOSPITALIZED IN THEIR LESS COSTLY HOSPITALS.
WHILE THESE VIEWPOINTS ARE NOT NECESSARILY CONTRADICTORY,

I DON'T BELIEVE BOTH GROUPS OF HOSPITALS CAN EXPECT TO RECEIVE
MORE REVENUE,
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"SECONDLY, IT NEEDS TO BE REMEMBERED THAT ANY REIMBURSE-

MENT MECHANISM, INCLUDING ONE BASED ON CASE MIX, IS SUBJECT

TO LIMITATIONS NOT DISSIMILAR TO THOSE WE ARE PRESENTLY
OPPOSING., IN OTHER WORDS, PERCENTILE RANKS, MEANS OR MEDIANS
CAN AND PROBABLY WILL BE CALCULATED NO MATTER WHAT THE UNIT
OF ANALYSIS,

[ ASK THAT YOU BEAR THESE TWO POINTS IN MIND AS WE MOVE
AHEAD IN THIS AREA., WE NEED ALL THE HELP WE CAN GET ON THIS
SUBJECT; IF YOU HAVE SOME THOUGHTS, OR ARE DOING SOMETHING AT
YOUR HOSPITAL THAT WE OUGHT TO KNOW ABOUT, GIVE US A CALL.

THIS HAS BEEN A VERY BUSY YEAR. WE HAVE A RELATIVELY
SMALL STAFF WHICH WILL STAY THAT WAY. THUS, THERE ARE SOME
ISSUES TO WHICH WE DON'T GIVE MUCH ATTENTION., [ BELIEVE THIS
IS APPROPRIATE. IN DETERMINING WHAT ISSUES SHOULD RECEIVE
PRIORITY, WE ASK HOW THAT SUBJECT RELATES TO DISTINCTIVE
FEATURES AND OBJECTIVES OF THE TEACHING HOSPITAL, AND WHAT
CAN WE ADD THAT WON'T DUPLICATE SOME OTHER ORGANIZATION'S
EFFORT, [ THINK THIS VIEW KEEPS OUR EYE ON THE BALL, BUT
AGAIN WE'RE ALWAYS INTERESTED IN YOUR OPINIONS.

ALL OF WHAT WE DO WOULDN'T BE POSSIBLE WITHOUT YOUR
COOPERATION AND SUPPORT. YOU COMPLETE THE QUESTIONNAIRES,
WRITE THE LETTERS AND GIVE THE ADVICE. AND, MORE AND MORE
OF YOU ARE GIVING YOUR TIME AND EFFORT ON A VARIETY OF
COMMITTEES, TASK FORCES AND EDITORIAL BOARDS. PLEASE KNOW
THAT WE RECOGNIZE AND APPRECIATE IT ALL. 1’'D ALSO LIKE
To THANK THE COTH BOARD MEMBERS, AND SAY IT'S BEEN A PLEASURE
TO WORK WITH YOUR CHAIRMAN DR. HEYSSEL.
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JiM HUDSON IS A PLEASURE TO WORK WITH, AND BEFORE
CLOSING, | DO WISH TO THANK THE PEOPLE WHO WORK DIRECTLY
WITH ME AND MAKE ME LOOK GooD -- JIM BENTLEY - JoE IsaAcs -
PETER BUTLER - CHIP KAHN, AN ADMINISTRATIVE RESIDENT FROM
TULANE WHO JOINED US IN JuLy - GAIL Gross - MeLopy BisHop -
TinA WiLL1iams., THANK You,
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THE COUNCIL OF TEACHING HOSPITALS

The Council of Teaching Hospitals (COTH) of the Association of American
Medical Colleges was formally established in 1965. Its purpose is to
provide representation and services related to the special problems, concerns,
and opportunities of medical school-affiliated and university-owned hospitals.
As one of the three governing councils of the Association, COTH also serves
an important role in determining overall Association policy and direction,

COTH Membership

There are two categories of COTH membership: teaching hospital membership
and corresponding membership. Both membership categories require the applicant
institution to have a documented affiliation agreement with a medical school
accredited by the Liaison Committee on Medical Education and a letter
recommending membership from the dean of the affiliated medical school. Teach-
ing hospital membership is limited to not-for-profit IRS 501(c)(3) and publicly-
owned hospitals which sponsor or significantly participate in at least four
approved residency programs. At least two of the approved residency programs
must be in the following speciality areas: internal medicine, surgery,
obstetrics/gynecology, pediatrics, family practice, or psychiatry. In the case
of specialty hospitals -- such as children's, rehabilitation, and psychiatric
institutions -- the COTH Administrative Board is authorized to make exceptions
to the requirement of four residency programs provided that the specialty
hospital meets the membership criteria within the framework of the specialized
objectives of the hospital. Hospitals qualifying for teaching hospital member-
ship receive the full range of AAMC and COTH services and publications and are
eligible to participate in the AAMC's governance, organization, and committee
structure.

Non-profit and governmental hospitals and medical education organizations
(e.g., consortia, foundations, federations) not eligible for teaching hospital
membership may apply for corresponding membership. Corresponding members are
eligible to attend all open AAMC meetings and to receive all publications
forwarded to institutions in the teaching hospital membership category. The
present membership of the Council of Teaching Hospitals includes 409 teaching
hospital members and 20 corresponding members. Three hundred and thirty-one
of the members are not-for-profit, municipal, and state hospitals. The
remaining 78 members are Veterans Administration hospitals. Sixty-four members
are university-owned hospitals.

COTH Administrative Board

There are nine members on the COTH Administrative Board, each serving a
three year term. Three new members are elected annually. In addition, the
Immediate Past Chairman, the Chairman, the Chairman-elect, the Secretary, and
the .COTH Representatives to the AAMC Executive Council are members of the
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Administrative Board. COTH Officers and Administrative Board members are
listed in Appendix A of this report. The Administrative Board meets four
times a year and is authorized to conduct business of the Council of Teaching
Hospitals between the annual meetings of the membership.

The Council of Teaching Hospitals reports to the AAMC Executive Council
and is represented by four Administrative Board Members. Creation of standing
committees and any major actions by the COTH Administrative Board are taken
only after recommendation to and approval by the AAMC Executive Council. COTH
Officers, new Administrative Board members and new representatives to the
AAMC Assembly -- the highest legislative body of the AAMC -- are elected
annually by all COTH members at the AAMC Annual Meeting. For the coming 1979-
1980 year, John W. Colloton, Director of the University of Iowa Hospitals and
Assistant to the University President for Health Services, will take over as
Chairman of the COTH Administrative Board. It is also of special note that
for the coming year the Chairman of the Executive Council will be Charles B.
Womer, President of the University Hospitals of Cleveland. Mr. Womer is the
third COTH representative to serve as the AAMC Executive Council Chairman.

Department of Teaching Hospitals

The Department of Teaching Hospitals is the staff component of the
Association responsible for representing interests of the teaching hospital
community in AAMC activities and with other organizations and agencies. The
following report summarizes the major activities undertaken by the staff
since our last annual meeting in October, 1978, Individuals seeking more de-
tailed and supplementary information on any of the activities described are
encouraged to contact the Department of Teaching Hospitals. A list of staff
and their phone numbers is provided in Appendix B of this report.

MEDICARE REIMBURSEMENT ISSUES AND REGULATIONS

Section 227 - Payments to Physicians and Teaching Hospitals

Background

Section 227 of the 1972 Medicare Amendments to the Social Security Act
established special provisions for payment of physicians' professional
medical and surgical services in teaching hospitals. On July 19th, 1973, the
Department of Health, Education, and Welfare {DHEW) published proposed regu-
lations for the implementation of Section 227. The proposed regulations were
widely criticized by the medical education community as unworkable, inequitable,
harmful to existing patterns in medical education, and punitive to physicians
practicing in teaching hospitals. Those proposed regulations were withdrawn
before implementation and Congress chartered the Institute of Medicine to
conduct a study of the payment of physicians in teaching hospitals. The IOM
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published its findings in March, 1976, but new regulations were not available
for the scheduled implementation date on October 1, 1977. Therefore, the
Administrator of the Health Care Financing Administration, Robert Derzon,
recommended -- to the respective chairmen of the Senate Finance Committee and
the House Ways and Means Committee -- a further deferral of Section 227 imple-
mentation until October 1, 1978. Senator Robert Dole (R-Kansas) sponsored
legislation which accomplished the one-year delay.

Draft Regulations

Last year, the draft regulations for Section 227, which were informally
circulated in July, 1978, were highly criticized by the teaching hospital
community. The October 1 implementation date passed by without publication
of regulations. At the AAMC Annual Meeting in October, 1978, then HEW
Secretary Joseph A. Califano publicly stated his agreement to further delay
implementation and to provide the medical education community with an oppor-
tunity to comment on any regulations that would be forthcoming.

Subsequent to last year's Annual Meeting, the Association's Ad Hoc Commit-
tee on Section 227 was expanded and reconstituted with Hiram C. Polk, Jr.,
Chairman of the Department of Surgery at the University of Louisville School
of Medicine, as its Chairman. The purpose of this committee was to review
the Association's position on Section 227 and to evaluate any future proposed
regulations. The initial meeting of this group was held on January 4th, 1979.
The Committee conducted an intensive review of last year's AAMC position on
the draft 227 regulations. In developing Association strategy for Section 227,
the Committee discussed HEW Undersecretary Hale Champion's letter to Senator
Dale Bumpers (D-Arkansas) agreeing to a one year delay in the implementation
of 227 regulations. The Committee also discussed meetings scheduled with
Champion and Health Care Financing Administration Administrator Leonard
Schaeffer for January, 1979. While the Committee decided to initially empha-
size the development of acceptable regulations under the present law, it
appointed a subcommittee, chaired by Edward M. Brandt, Jr., Vice Chancellor
for Health Affairs of the University of Texas to develop legislative recommen-
dations for use if HEW failed to develop appropriate changes in the draft

.regulations.

Following the January 4th Ad Hoc Committee meeting, Association staff
met with Leonard Schaeffer, Clifton Gaus and Al Diamond of the Health Care
Financing Administration on January 15th to discuss Section 227. The purpose
of the meeting was to describe concerns with the draft regulations and to
discuss the process by which differences of opinion hopefully could be
resolved. Mentioned as primary concerns were the private patient test, the
fiscal test for fee level, supervision of residents, and determination of the
cost for physicians' services. On January 17th, members of the Association's
Executive Committee, together with Stuart Bondurant, Chairman of the Association
Task Force on Support for Medical Education and Hiram Polk, Chairman of the
Ad Hoc Committee on Section 227, met with then HEW Undersecretary Hale Champion.
This meeting included a discussion of health manpower legislation and
concerns with Section 227. Also present at this meeting were Assistant Secre-
tary for HEW, Julius Richmond; Deputy Assistant Secretary for Planning and
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Evaluation, Karen Davis; Health Resources Administration Administrator, Henry
Foley; and Leonard Schaeffer. Both of these meetings included candid and open
discussions of the critical issues that need to be resolved.

In an effort to get widespread comments from the Association members, the
Association held four one-day, regional workshops on Section 227 during
January. The primary objectives of the workshop were to: have attendees
clarify whether or not the July 19th, 1978 draft regulations would have an
adverse impact on their school, hospital or physicians; clarify the critical
issues of the draft regulations by examining their impacts on individual
hospitals and schools; and develop consensus positions, if possible, on criti-
cal issues. The workshops were organized in two sessions. During the morning,
descriptions of differing adverse impacts of the draft regulations were pre-
sented to provide workshop participants with examples with which they could
assess their own situation. During the afternoon, critical issues identified
in the morning and the previous Association analysis of the regulations were
discussed and debated to develop recommended policy positions. In total, the
regional workshops provided almost 350 AAMC members, representing broad
geographic, institutional, and professional organizations with an opportunity
to help formulate the Association's positions on Section 227 implementation.

The January meetings were followed by three half-day sessions between
HCFA officials and a five member subcommittee of the AAMC Ad Hoc Committee on
Section 227, which included: Hiram Polk, Chairman of the Ad Hoc Committee,
Martin Dillard of Howard, Edward Brandt of the University of Texas, Marvin
Siegel of Miami, and Irwin Birnbaum of Montefiore Hospital. In the sessions,
HCFA presented tentative recommendations on the major issues. Dr. Polk stated
that the recommendations were partially responsive to the Association's concerns,
but that a discriminatory fiscal test remained and that the cost based method
of payments resulted in payments less than cost.

Since last Spring, there has been little word from HCFA as to when new
regulations might be published. It remains unclear what priority is presently
being given to publishing new regulations. Leonard Schaeffer, HCFA Adminis-
trator, has publicly stated on several occasions that HCFA is actively
addressing this issue, but he has not stated when new guidelines can be ex-
pected.

Legislative Activity

While Secretary Califano at last year's AAMC Annual Meeting agreed to delay
implementation of Section 227, no Tegislative action was taken to officially
postpone implementation beyond the October 1, 1978 deadline. There have been
several efforts this year in both the House and the Senate to pass legislation
that would delay Section 227 to October 1, 1979. Senator Dale Bumpers
(D-Arkansas) and Representative Tim Lee Carter (D-Kentucky) introduced legis-

‘lation to delay the date of implementation until October, 1979. The delay

provision was also in the Talmadge-Dole Medicare and Medicaid Reform provisions,
which were passed by the Senate Finance Committee on July 12, 1979. More
recently, Representative David Satterfield (D-Virginia) has introduced a bill
(H.R. 1821) that would, in effect, repeal Section 227.
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In order to address the Section 227 issue and other Medicare and Medicaid
amendments up for consideration, the Health and the Environment Subcommittee
of the House Interstate and Foreign Commerce Committee recently held hearings.
On Monday, October 22, Edward N. Brandt, Jr., Vice-Chancellor for Health
Affairs of the University of Texas System, and John A. D. Cooper appeared before
the Subcommittee to testify on Section 227. In his summary remarks, Dr. Brandt
specifically recommended: 1) that an amendment be passed delaying the imple-
mentation for Section 227 until a period of 180 days has expired subsequent
to the issuance of proposed implementing regulations in The Federal Register;
2) that the committee report accompanying the amendment clearly indicate
Congressional intent on the three issues raised in our testimony; and 3) that
the Subcommittee and its staff monitor HEW's regulations on these issues.

The members of the Subcommittee present at the hearing had great interest
in the issues surrounding Section 227 and related matters. There was extensive
questioning following the oral presentation. It is not clear what action will
be taken by the Subcommittee. Developments will be reported in Dr. Cooper's
Weekly Activities Report.

Section 223 - Limitations on General Routine Operating Costs

Section 223 of the 1972 Social Security Admendments authorized Medicare
to impose Timitations on the costs paid for services provided under the
program's Part A coverage. Since 1974 and until this year, Medicare had
annually promulgated limitations on routine service costs based on a hospital's
bed size, its geographic location, and the per capita income of its surrounding
community. This year, HCFA made a series of significant changes in the
methodology used to set the limits. These changes resulted in a great deal of
controversy and were the focus of much of the staff's time.

In the March 1 Federal Register, the Health Care Financing Administration
proposed a new schedule of limits on payments to hospitals for routine
inpatient services furnished to Medicare beneficiaries. The proposed regulations
differed from those in previous years in several important respects. First,
the limitations on inpatient routine service costs were replaced by a limitation
on general routine operating costs. In determining general routine operating
costs, capital related costs and the costs of approved medical education
programs were excluded. Second, the hospital classification system was reduced
from 35 categories to seven categories by deleting the variable of per capita
income and using only bed size and rural/urban location. Third, a wage index
derived from service industry wages was used to adjust the portion of the
limitations which represent wages paid. Fourth, the proposed regulations used
a "market basket" price index to update historical data and set projected
ceilings. The market basket index is designed to measure and adjust for price
changes in the goods and services purchased by the hospitals. Fifth, group
limits were set at the 80th percentile rather than the 80th percentile plus
10% of the mean.
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In responding to these proposed regulations, the Association expressed

- concern for the following reasons: the grouping scheme used to classify

hospitals failed to recognize the distinctive characteristics of specialty

and tertiary care hospitals; several costs. which varied between hospitals

were not removed; trending factors failed to reflect the hospital labor markets
and the increasing intensity of the production inputs in tertiary care
‘hospitals; and the use of the 80th percentile rather than the previously used
80th percentile plus 10% of the mean automatically forded twenty. percent of
the hospitals to be inefficient by arbitrary definition. B

On June 1, 1979, HCFA published the final regulations for setting routine
service limitations for all cost reporting periods beginning on or after
July 1, 1979. The final regulations differed from the March 1st proposed rule
in two significant respects: hospitals in states that use less than the national
average of bed days for Medicare patients were provided an upward adjustment
in their ceilings, and the Timitation threshold was set at 115% of the mean
cost for each group of hospitals rather than at the 80th percentile. The final

regulations also replaced the service industry wage index with a more specific
hospital wage index. »

Based on a mailgram survey completed by AAMC's Council of Teaching
Hospitals in May and on the changes from the March 1st proposed regulations
to the June 1st final regulations, it appeared that COTH members would be dis-
proportionately penalized by the new payment limitations. Moreover, it appeared .
that midwestern and western COTH members and medical centers would be particu-
larly hard hit. Because of the adverse impact on COTH members, the COTH
Administrative Board recommended and the AAMC Executive Council approved
holding a national meeting on Section 223: 1) to allow HCFA to describe the
present limitations and exception methodology; 2) to provide HCFA with a sense
of the financial devastation the regulations create for the nation's major
hospitals and medical centers; and 3) to provide COTH members with an opportunity
to explain to their Congressional representatives the adverse financial and
operational impacts resulting from these limitations.

The meeting was held on July 10th at Georgetown University Hospital 1in
Washington, D.C.. Three officials from HCFA addressed the approximately 100
individuals in attendance from COTH institutions. Leonard D. Schaeffer, HCFA
Administrator, first provided an overview of the history of HCFA and the
rationale for its current policies. Mr. Schaeffer was followed by Robert
0'Connor, Director of HCFA's Bureau of Program Policy. Mr. 0'Connor described
Section 223 regulations issued on June 1 as the product of a slow evoluation
which has taken place since initial implementation of routine service costs
approach in 1974, Finally, Dr. Clifton Gaus, then Director of HCFA's Office of
Research, Demonstrations, and Statistics, outlined HCFA's plans for changing
the methodology for setting payment limits beginning July 1, 1980. Dr. Gaus
indicated that HCFA would Tike to move to: 1) per admission limitations; 2)
Timits on all inpatient costs including ancillary services; and 3) adjustments
in the ceilings for individual hospitals based on case mix.  The case mix
adjustment would incorporate the Diagnosis Related Groups methodology developed ‘
at Yale University. Dr. Gaus indicated that a "go/no-go" decision on this new
methodology would be made around December of this year.




Much of the concern expressed by members at this meeting focused on the
regulations scheduled to be effective for cost reporting periods on or after
July 1, 1979. There was also concern expressed about the timeliness and
effectiveness of the exceptions process. After the meeting, a number of COTH
hospital representatives went to Capital Hill to visit their Congressional
leaders and inform them of the capricious and inequitable nature of the current
Section 223 regulations and their disproportionately negative impact on the
nation's teaching hospitals.

Subsequent to these meetings and additional meetings between Congressmen
and HCFA officials, HCFA published on August 9th in the Federal Register a
Notice of Proposed Rule Making that reset the per diem 1imits at the 80th
percentile for cost reporting periods beginning from July 1, 1979 through
September 30, 1979 and invited public comments on the statistical threshold
used to set the limitation. In the Association's comments on this proposed
rule, the negative and inequitable impact of using 115% of the mean to set
Timits was outlined. The AAMC strongly recommended that HCFA return to using
the 80th percentile plus 10% of the mean for determining a limit in each
grouping of hospitals as was done in previous years. The closing date for receipt
of comments for the proposed rule was September 10th, 1979. It was expected
that the final decision on the statistical measure to use to set the limits
would be published prior to the expiration on October 1 of the 80th percentile
limit. However, the final regulations have not been issued.

Limitations on Reasonable Costs

In addition to establishing specific routine operating costs ceilings,
Section 223 operates under general regulatory principles used to develop pay-
ment limitations. On March 15th, 1979, the Health Care Financing Administration
published in the Federal Register proposed changes to these general principles.
Most of the revisions addressed methods used to determine exceptions to
imposed payment limitations. These included: new exceptions for hospitals
with seasonal variations in population, hospitals with atypically short lengths
of patient stays, and hospitals with atypical labor costs. Also included
were an explicit exception for atypical costs of paramedical and medical edu-
cation programs when the hospital can demonstrate that hospitals in its limi-
tation category generally do not incur similar costs and an exception for
hospitals threatened with insolvency as a result of the imposed payment limi-
tation. The proposed regulations required that a provider requesting an
exception agree to accept review of hospital operations by the Health Care
Financing Administration. Moreover, continued eligibility for future exceptions
would be made contingent upon adopting the recommendations made by the opera-
tional review.
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In responding to the proposed changes, the Association first outlined its
concerns about the manner in which the exceptions process has been handled
since its inception in 1974. Specifically, the AAMC recommended that the
exception and appeal process provide (1) that information describing the

‘ ‘ speci fic methodology and data utilized to derive exceptions be made available
to all institutions; (2) that the identity of comparable hospitals located in
each group be made available; (3) that the Secretary be required to regularly
publish base line data for typical costs for each group of hospitals in the
classification system; and (4) that the basis on which exceptions are granted




be publicly disclosed in each circumstance, widely disseminated and easily
accessible to all interested parties. The letter of comment also recommended
that non-patient services, atypical input costs, and case mix differences be
permitted as grounds for exceptions. Finally, the Association strongly
recommended that the mandatory imposition of an operational review as part of
the exceptions process be deleted. The March 15th proposed regulations became
final on June 1lst, 1979. Unfortunately, the final regulations differed very
little from the proposed rule.

Apportionment of Malpractice Costs

A fourth issue that was the subject of new regulations under Medicare
was a change in the determination of allowable malpractice costs. In the
March 15th Federal Register, the Health Care Financing Administration released
proposed regulations that would require malpractice costs incurred by a pro-
vider to be directly apportioned to Medicare based on Medicare malpractice
Toss experience instead of the current apportionment basis of Medicare's
overall utilization of provider services. The regulations, which became final
on June lst, require a separate accumulation and direct apportionment of mal-
practice insurance premiums and self-insurance fund contributions. In addition,
if a provider is paying uninsured malpractice losses directly, either through
deductible or coinsurance provisions or as a governmental provider, or as a
result of an award in excess of reasonable cost limits, Medicare will reim-
burse the cost of these losses and any related direct costs only as attributable
to Medicare beneficiaries. The purpose of this new rule is to reimburse
Medicare providers on a basis more closely related to the actual malpractice
experience of Medicare beneficiaries.

In its comments to the Health Care Financing Administration, the Associ-
ation strongly protested this new rule because: the policy was based on an
HEW-funded study, "Medical Malpractice Closed Claims Study - 1976," which was
seriously deficient in its data and findings; the new rule sets a dangerous
and inappropriate, discriminatory precedent for reimbursing on the basis of
direct costs rather than on average costs which has been used in the past;
malpractice claims vary dramatically from year to year which could grossly
misrepresent the hospitals long-term performance in this area; the policy could
have a significant inflatiomary impact if hospitals decide to obtain separate
insurance for Medicare patients; and the regulations violate the limitations
linking Medicare and Medicaid rates. :
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Definition of Hospital Special Care Units

At the present time, Medicare sets hospital payment limits only on general
routine operating costs. Payment limitations are not presently imposed on
ancillary service costs or special care unit costs.

In the past several years as special care units have proliferated, hos-
pitals and Medicare officials have increasingly debated the definition of a
special care unit. In an effort to resolve this issue, the Health Care Financing
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Administration proposed a new definition for special care units in the May
16th Federal Register. Under the new proposed rule, a hospital service must
meet seven criteria to be classified as a special care unit: the unit must
have specific written policies concerning admissions; must be in a hospital;
must be physically and identifiably separate from other hospital units; must
have specific written admissions and discharge policies; must have continuous
registered nursing care that is not decreased during the night or during the
weekends ; must provide a minimum of 12 scheduled hours of direct nursing

care per patient day; and must continuously provide 1ife saving equipment to
treat the critically ill.

This definition is significantly more strigent than the one used in the
past, and as a result, some patient units presently reported as special care units
would now be reclassified as routine service costs subject to Section 223 pay-
ment limitations.

In response to the proposed rule, the Association noted the valuable
medical and social contributions special care units have made to patient care.
It was recommended that because the proposed regulations do not define special
care units in terms of patient needs, HCFA should withdraw the proposed input
and facility-oriented regulations and develop process-oriented regulations.
Final regulations on this issue have not yet been published.

Cost to Related Organizations

Under the Medicare program, a hospital's reimbursable costs for services,
facilities, or supplies furnished to it by another organization are normally
the charges made by the supplying organization. However, when the hospital and
the supplier are related by common ownership or control, the hospital's allowable
costs are limited to the supplier's costs rather than its charges. Present
Medicare pelicy requires the presence of significant ownership or significant
control for a determination that the hospital and its supplier are related
organizations. Regulations proposed would replace the present concepts of
significant ownership and significant control with any ownership and any control.

If the proposed rules are adopted, Medicare may take the position that a
hospital and a medical school from which the hospital obtains services are re-
lated organizations when the hospital and the school have one or more common
members on their governing boards. Once the medical school is determined to
be a related organization, the hospital would be reimbursed for medical school
services on the basis of the school's costs, not its charges for services unless
the school provides at least 80% of the supplied service in "the open market."
Medicare officials did state that the existence of a hospital-medical school
affiliation would not necessarily provide the basis for treating the two
organizations as related.

The Association responded to the proposed rule in a March 23rd letter to
Leonard Schaeffer, HCFA Administrator. The Association expressed concern with
six aspects of the Notice of Proposed Rule Making: failure of the notice to
adequately describe its proposed impact, the assumption that a standard of
"any" control eliminates subjective evaluations, the absence of a critical de-
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finition in stating the open market exception, extension of Medicare cost
principles to suppliers, and the potential problems created for hospitals
seeking informed trustees. As is the case with the special care unit regu-
lations, final regulations on this subject have not yet been published.

Réimbursement Changes for Grants for Primary Care Training Programs

On Friday, August 10th, 1979, the Health Care Financing Administration
announced proposed rules in the Federal Register to amend regulations govern-
ing Medicare reimbursement for primary care training programs supported, in
part, by grants. Under current regulations, all grants and donations
specifically designated for education must be deducted from program costs in
determining allowable reimbursement costs. The proposed amendments would
change this rule by allowing providers not to offset grants in four primary
care areas: family practice, genera] practice, general internal medicine, and
general pediatrics.

The new rules, which would affect all cost reporting periods beginning
on or after January 1, 1980, state: (1) in determining a provider's net edu-
cational costs for reimbursement, deductions would not be required for any
grants the provider receives and applies to internships and residency programs
in the four areas listed above; (2) in its cost report the provider would be
required to identify the total program costs and total revenues applicable
to its primary care residency programs. The provider would have to identify
specifically the donor of any grants designated to support primary care
training costs; (3) if total revenues, including patient care revenues and
grants, exceeded the total costs of the program, and if the provider had a
Title VII Public Health Service grant, HCFA would notify the Public Health
Service which would either recover the surplus revenues or redesignate them
for the succeeding year. If the provider had no Title VII grant or if the
surplus exceeded the amount of the Title VII grant, HCFA would notify other
grant donors. However, HCFA would make no adjustments in Medicare reimburse-
ment.

The proposed rule also expressed general concern about interpretation of
present regulations for determining net educational costs. HCFA stated that
this problem is being reviewed, and a subsequent Notice of Proposed Rule Making
revising the general principles for determining net educational costs could be
expected in the near future.

The AAMC responded to the proposed rules by endorsing, for the most part,
the changes. However, the AAMC raised issue with two specific items. First,
the Association recommended that the regulations be applicable to cost
reporting periods beginning on or after January 22, 1975 rather than the pro-
posed January 1, 1978 date. The rationale for the earlier date was that
confusion over this issue was created on that date by HEW's Region IV office
in Atlanta which released an intermediary letter wnich informed providers
that grants for primary care training programs would be treated as "seed
grants", and thus would not be offset in determining reimbursement. A year
later, a subsequent intermediary letter was sent to providers which reversed
this policy and ordered the retrospective adjustment of reimbursement a]ready
permitted under the previous intermediary letter.
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The second concern of the Association was the change in language for
the general principle for determining cost of educational activities. Under
the explanatory language in the Notice of Proposed Rule Making, it stated
that the principle for reimbursement of approved educational activities had
been restated, but that "there is no change intended in how the regulations
are currently being implemented." Presently, the costs of educational
activities include "trainee stipends, compensation of teachers, and other
costs." The proposed language would delete "and other costs". The Associ-
ation expressed concern that the deletion of "and other costs" could inappro-
priately result in disallowance of essential educational costs, including
direct costs such as fringe benefits and the indirect costs appropriately
allocated to the educational cost center. For this reason, the Association
strongly recommended that "and other costs" be reinstated. Final regulations
on this proposed reimbursement change have not yet been published.

HILL-BURTON CHARITY CARE REGULATIONS

On May 18th, HEW published final regulations governing the requirements
to provide uncompensated charity care and community service in hospitals which
received Hill-Burton construction funds for assistance under Title XVI of the
Public Health Service Act. In spite of objections by the AAMC and numerous
other organizations to the proposed rules published in October 1978, the
final regulations are similar to the proposed rule. The new regulations require
hospitals that have received Hi1l1-Burton funds to provide specific minimum
dollar levels of free or reduced-charge care for indigent patients. The old
regulations allowed uncompensated care to be provided in two ways. The first
method, the "open door" policy was eliminated. The second option, the lesser
of three percent of operating costs (less Medicare and Medicaid reimbursement)
or ten percent of the assistance originally provided, is retained but modified.
In future years, the ten percent option would be increased each year by an
inflation factor based on the medical care component of the Consumer Price
Index. Facilities assisted under the old Hi11-Burton program which provide
Tess than the required amount of care will be required to make up the differ-
ence in future years. In addition, facilities will remain obligated to provide
free or reduced-charge service for 20 years from the time Hi11-Burton loan or
grant was made, but the requiations affect only that portion of the 20-year
obligation periods which begins in 1979. The effective date of the regulations
was September 1st, 1979. Health facilities with fiscal years beginning after
May 18th and before September 1lst were required to comply with the new
regulations by September 1.

SYSTEM FOR HOSPITAL UNIFORM REPORTING

Section 19 of P.L. 95-142, the Medicare and Medicaid Anti-Fraud and Abuse
Amendments of 1977, mandated a system for uniform reporting of data for
hospitals. In the January 23rd Federal Register of this year, the Health Care
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Financing Administration published proposed regulations that outlined the
reporting requirements for all hospitals participating in Medicare and Medi-
aid programs. The new reporting system is intended to be used to allow for
comparisons among hospitals. The uniform reporting requirement would be
effective with hospital reporting periods beginning six months after publi-
cation of final regulations. HEW has stated that it expects the new reports
to be used by local health planning agencies, state hospital rate-setting
agencies, and local hospital administrators, as well as federal agencies in |
fraud and abuse investigations.

Since the January release of proposed regulations, SHUR has been the
target of a great deal of criticism by hospital and health associations as
well as individual hospitals which flooded HCFA with letters of comments and
concerns. The AAMC submitted its concerns to HCFA on April 23rd. The Associ-
ation noted that, in the past, it has supported a nationwide system of uni form
cost reporting as an important requirement for the proper measurement,
evaluation, and comparison of hospital costs. In taking this position, the
Association specifically opposed uniform hospital reporting as a means of
mandating uniform hospital accounting. The Association emphasized that it
still endorses uniform reporting, but is strongly opposed to the proposed HCFA
regulations which would irpose SHUR as the nationwide reporting system. The
Association contended that SHUR is seriously deficient as a uniform reporting
system for both policy and technical reasons and urged HCFA to withdraw the
Notice of Proposed Rule Making in order to develop a reasonable and concise
reporting system which minimizes compliance costs at hospital, intermediary,
and federal agency levels. The AAMC also stated that it opposed the reporting
system on the grounds that it is an excessive use of the HEW Secretary's
authority, requires excessive information, fails to comply with existing
requlatory procedures, and fails to provide necessary additional revenue for
system introduction and maintenance.

. In April HCFA released a nationwide study conducted under contract to
HCFA by the California public accounting firm of Morris, Davis, and Company,
that attempted to evaluate the cost of implementing SHUR in 50 hospitals.

The results of that study suggested that it will cost hospitals an average of
$11,500 to $35,000 to switch to a federally mandated system for uniform
reporting. The American Hospital Association, one of the national organizations
which urged that this study be undertaken, harshly criticized the study re-
sults. AHA argued that the study's figures were unrealistically low and

that (1) no valid conclusions can be drawn from the results of the reporting
hospitals because of the wide disé¢repancies of the results reported within

the test site hospitals, (2) the 50 hospitals used as test sites for the

study do not represent a valid statistical sample, (3) the study methodology

to capture SHUR costs was inadequate, and (4) the HCFA estimate does not include,

nor was the study required to examine any costs associated with non-hospital
SHUR activity.

Over the summer, SHUR also surfaced on the legislative front. On June
27th, by a vote of 306 to 101, the House adopted an amendment to the fiscal
1980 Labor-HEW appropriations bill (H.R. 4389) prohibiting the use of any
funds to implement SHUR. In sponsoring the amendment, Representative
Douglas K. Bereuter (R-Nebraska) argued that HEW's proposed implementation
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of the SHUR system goes far beyond what Congress intended in the original

legislation. In addition, he stated that HEW was trying to install an
accounting system when Congress had directed only a uniform reporting system.

In the Senate, the Senate Appropriations Committee endorsed HCFA's plans
to create a uniform hospital reporting system, but effectively agreed with
the House that the proposed SHUR regulations should not be implemented in
fiscal year 1980. The Committee added report language to the Labor-HEW
appropriations bill prohibiting the use of fiscal year 1980 funds for data
collection pursuant to SHUR. It directed HEW to modify its proposal in order

to minimize the burden it would place on hospitals and to publish "substanti-

ally revised regulations," only after appropriate consultation with Congress.

Following this activity in the Senate and the House, the joint House-
Senate Conference Committee on the FY 1980 Labor-HEW appropriations bill de-
leted the Bereuter amendment and adopted language used in the Senate Appro-
priations Committee report on the legislation which expressed concern with
the "unnecessary and unintended burden on health care facilities which would
have resulted if the requlations originally proposed for this system had gone
into effect. The conferees therefore direct that the Secretary not issue
final regulations for the orogram until the Department's proposed revisions
have been formally approved by the appropriate committee of each house desig-
nated by the Speaker of the House of Representatives and the Majority Leader
of the Senate."

HOSPITAL COST CONTAINMENT

Administration's Proposal

For the third successive year, President Carter has pushed for hospital
cost containment legislation. Despite the fact that the hospital industry
met last year's Voluntary Effort goal of 13.6% and the excellent performance
of hospitals this year relative to general inflation, hospital cost contain-
ment legislation appears to be a very real possibility. The President's
"Hospital Cost Containment Act of 1979," (H.R. 2626, S. 570) was introduced
in the House of Representatives on March 6th and later in the Senate. As
originally introduced in Congress, this year's bill would place a 9.7%
national "voluntary 1imit" on the increase on total hospital expenses for
1979. Failure by the hospital industry to meet the limit would trigger a man-
datory standby program for some hospitals for 1980 and subsequent years which
would set ceilings on total hospital inpatient revenues per admission.

The Administration based its 9.7% rate on estimates of three components
of hospital costs: (1) a 7.9% inflation allowance for the costs of goods and
services purchased by hospitals in 1979 which could be revised at year-end
if the actual inflation rate is higher; (2) an 0.8% allowance for population
growth; and (3) an allowance of 1% for new services. All of the bills now
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reported out of committees have revised the 9.7% rate upward, to as high as
11.6%, which is the hospital industry's Voluntary Effort goal for 1979. This
figure could be raised even higher depending on actual inflation in the costs
of goods and services in 1979,

If the hospital industry as a whole fails to meet the voluntary limit, a
state or even an individual hospital could still be exempt from mandatory
controls in 1980, if it were under the nationwide voluntary 1imit which would
be adjusted to take into account state population trends and local non-super-
visory wage levels. The various versions of the bill also have some provisions
for exemption of hospitals in states that have approved rate review mechanisms,
hospitals with under 4,000 admissions, hospitals less than three years old,
and hospitals with 75% of their patients enrolled in a qualified health main-
tenance organization. One bill would exempt children's hospitals.

For hospitals which are not exempted, a mandatory program, if triggered,
would be initiated in 1980 that would set allowable rates of increase in
inpatient revenues per admission for each hospital. The limit would: (1) be
based on a national inflation allowance to cover the increase in the costs
of goods and services purchased; (2) include an allowance for the actual rate
of increase in non-supervisory wage rates experienced by that hospital; and (3)
establish groups of similar hospitals and provide an efficiency bonus of up
to 1% if the hospital was below the group median or an inefficiency penalty
of up to 2% if the hospital was above 115% of the median of routine hospital .
per diem costs for its group. The bill would also take into account individual
hospital performance under the voluntary program in setting a hospital's
ceiling under the mandatory program.

The President's bill also provides severe penalties for hospitals that place
an unequal burden on charge-based payors, who currently account for approxi-
mately 40% of hospital revenues. The legislation would require excess revenue
from this class of payor to be placed in an escrow account which would be
drawn on in future years only if revenue from charge payors was below the
mandatory limit. The hospital refusing to comply with the escrow requirement
would be assessed a federal tax of 150% of the excess revenues.

The Association testified on three occasions on the Administration's cost

containment bill: Dr. David D. Thompson, Director of the New York Hospital
and former Chairman of the COTH Administrative Board, testified on March 14th
before the Senate Finance Committee's Subcommittee on Health; Dr. Robert
Heyssel, Chairman of the COTH Administrative Board and Executive Vice President
of the Johns Hopkins Hospital, testified before the Health Subcommittee of the
House Ways and Means Committee on March 23rd and then again before the House

- Interstate and Foreign Commerce Committee's Subcommittee on Health and the
Environment on May 21st. In each of the Association's statements the legis-
lation was opposed for six main reasons: (1) overly broad policy and adminis-
trative powers for the Secretary; (2) added bureaucratic demands; (3) a
modified wage pass through that is inconsistent with cost containment objectives;
(4) inadequate allowance for new services; (5) a meaningless "antidumping"
provision; and (6) undermining of current voluntary efforts. ‘
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A version of the President's original bill has now passed in three of
the four Congressional committees with jurisdiction over the cost contaiment
legislation. In the House, the Interstate and Foreign Commerce Committee, by
a 23-19 vote, adopted an amended hospital cost containment bill offered by
Representative Henry Waxman (D-California), Chairman of the Committee's health
subcommittee. The bill passed by this committee was similar to that passed
earlier this summer by the House Ways and Means Committee. Each bill is a
watered down version of the Administration's bill introduced in February.
Significantly, each bill contains a provision that would permit either House
of Congress 30 days to veto standby controls for the next year if the
established voluntary limit for increases in hospital expenditures were ex-
ceeded.

In the Senate, both committees with jurisdiction over cost containment
legislation acted prior to the August recess. The Committee on Human Resources
reported out a bill similar to the Administration's which is much stricter than
those approved in the House. The Finance Committee tabled the President's
bill, but did vote for Senator Herman Talmadge's (D-Georgia) alternative
Medicare and Medicaid reimbursement reforms. As was the case last year, Sena-
tor Gaylord Nelson (D-Wisconsin) is expected to lead the fight for passage of
the cost containment bill in the Senate. The bill, if brought to the full
Senate, will most likely be offered as an amendment to the Talmadge proposal.
However, it is probable that the Senate will not take up the legislation until
the House acts. At this time, the House bills have been sent to the House
Rules Committee to set the conditions under which the legislation will be con-
sidered by the full House.

Talmadge Bill

On March 1lst, Senator Herman Talmadge (D-Georgia), Chairman of Subcommittee
on Health of the Senate Finance Committee, and Senator Robert Dole (R-Kansas),
ranking minority member of the Committee, introduced the "Medicare-Medicaid
Reimbursement Reform Act of 1979," S. 505. The bill, essentially the same as
the "Talmadge Bil11" introduced in the two previous sessions of Congress, would
modify Medicare and Medicaid Reimbursement practices for hospitals and
physicians. Although Senator Talmadge has stated publicly that he does view
the bill as being in competition with the Administration's cost containment
bill, it is clear that Congress has viewed the legislation as being an alter-
native to the President's approach.

The bill differs from the Administration's proposal in many important
respects: 1imits would be set initially on routine operating costs only, not
on total inpatient costs; the costs of education and training, residents and
non-administrative physicians, energy, and malpractice insurance would be
excluded from determination of the per diem limits; the bill would apply only
to Medicare and Medicaid reimbursement, not to all sources of hospital revenue;
and the payment limitations set under S. 505 would be determined by establishing
categories of similar hospitals and setting the limitation at 115% of a
category's average routine operating per diem costs. In the grouping scheme
a separate category would be established for the "primary affiliates of
accrediated medical schools." Unlike past Talmadge proposals, the primary
affiliates category would not be limited to one hospital per medical school.
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In contrast to the Administration's proposal, the Talmadge-Dole bill,
argued Dr. David Thompson on behalf of the Association before the Senate
Finance's Health Subcommittee on March 14th, is "a thoughtful, careful, non-
percipitous proposal which will moderate hospital cost by redefining an ‘
institution's self interest." Dr. Thompson complimented the Health Subcommittee
for developing legislation that recognizes the rudimentary state-of-the-art
in hospital classification schemes, and that provides for a combination of
flexibility and a health facilities cost commission which can carefully moni-
tor implementation. The Association's testimony also expressed its appreci-
ation for the provision permitting more than one teaching hospital per medical
school to be included in the teaching hospital category. While this
modi fication is an improvement, the Association said that it remained concerned
about the creation of a category for teaching hospitals because: (1) no one
knows how routine operating costs in major teaching hospitals compare with
routine operating costs in non-teaching hospitals; and {2) the principle source
of atypical costs in major teaching hospitals results from the scope and in-
tensity of services pruvided and the diagnostic mix of patients treated, not
from the presence of a educational relationship with a medical school. Thus,
the Association strongly recommended that the Secretary of DHEW be directed
to examine the implications for reimbursement of alternative definitions of
the term "teaching/tertiary care hospitals" before establishing a separate
teaching hospitals catego'y. In its written testimony, the AAMC also commented
on several other of the Medicare/Medicaid reforms that are part of the bill,
such as state rate review, payment to hospital-based physicians, and a provi-
sion to delay implementation of Section 227. ‘

The Senate Finance Committee voted on July 12th by 11 to 9 to adopt
Senator Robert Dole's (R-Kansas) proposal to table Senator Gaylord Nelson's
(D-Wisconsin) compromise version of the President's bill. The Committee did,
however, adopt provisions of Senator Talmadge's Medicare and Medicaid Reim-
bursement Reform legislation. Thus far, the Senate Finance Committee has been
the only Congressional Committee to consider and vote favorably on the Talmadge
bill.

HOUSE STAFF UNIONIZATION

It has now been over three years since the National Labor Relations Board
(NLRB) declared, in its Cedars-Sinai and similar decisions, that house staff
are primarily students rather than employees for purposes of coverage under
the National Labor Relations Act (NLRA). The NLRB rulings, however, have
continued to be challenged. Once again this year, house staff unionization
surfaced as a major issue in both the courts and in Congress.

Judicial Activities

The first court action in 1979 on house staff unionization occurred early
this Spring when the United States Court of Appeals for the District of .
Columbia Circuit reversed, by a split decision of 2 to 1, a 1978 District Court
decision that dismissed an action brought by the Physician's National House-
staff Association (PNHA}. In that case, the District Court found that it lacked
jurisdiction to review the NLRB determination because of the limited role
assigned to the District Courts by the Act.
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In this case, the PNHA was appealing the 1978 decision. The PNHA identified

a narrow exception to the general rule and argued that the exception created
jurisdiction for purposes of this action. The Appellate Court found that the
exception applied to the case and remanded it to the District Court for further
proceedings.

The majority opinion of the three judge panel ruling on the appeal
stated that the legislative history of the 1974 amendments to the Health
Care Act demonstrates that Congress fully intended to include residents, in-
terns, and teaching fellows under the jurisdiction of the NLRB. In a des-
senting opinion, Associate Circuit Judge Roger Robb stated, "In this case,
the Board (NLRB) carefully analyzed the facts and reached a conclusion that
interns, residents, and clinical fellows are primarily engaged in graduate
educational training and that their status is therefore that of students
rather than employees."

~Following that court action, on April 30th, the NLRB petitioned the
U.S. Court of Appeals for the District of Columbia Circuit to rehear the
case before the full Court. The NLRB's rehearing request was based on the im-
portance of the case in two respects: (1) it is an unprecedented limitation
on the Board's discretion, specifically granted by Congress, to determine
whether certain individuals are employees within the meaning of the Act; and
(2) it represents an unjustified expansion of the narrow exception to the
prohibition of judicial review of such matters. In addition, the NLRB
stated that the Court's interpretation of Congressional intent to cover house
staff under the 1974 amendments to the Taft-Hartley Act was in error. While
the NLRB has conceded that residents have some characteristics of employees,
it is argued that "they participate in these programs not for the purpose
of earning a living; instead, they are there to pursue the graduate medical
education that is a requirement for the practice of medicine."

In a brief order issued on June 5th, which cited the "amici curiae"
appeals of the AAMC and others, the U.S. Court of Appeals for the District
of Columbia Circuit granted the NLRB's petition for a rehearing by the entire
court in the case of PNHA vs. Murphy. In its decision, the Appellate Court
took the unusual step of vacating the panel's judgment and opinions. This
action, taken on the court's own initiative, suggests that the panel's
decision should not be relied upon by lawyers engaged in similar litigation
or be regarded as precedent by the courts.

The rehearing by the full, 10-member Court of Appeals was held on October
9th with oral arguments on the case. If at least five members of the court
conclude that the court lacks jurisdiction to review the NLRB's decision,
the District Court decision will be affirmed. It is not known at this time
how long it will be before a decision is reached. However, final decision
may not come until next year. '

Legislative Activity

On February 15th, 1979, Representatives Frank Thompson, Jr. (D-New Jersey)
and John Ashbrook (R-Ohio) introduced legislation which would amend the
National Labor Relations Act to define interns and residents as employees
for purposes of the Act. The bill, if passed, would overturn the March, 1976
Cedars-Sinai decision of the NLRB. Upon introduction into the House,
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H.R. 2222 was referred to the Committee on Education and Labor where Repre-
sentative Thompson is Chairman of the Subcommittee on Labor-Management
Relations and Representative Ashbrook is the ranking Republican.

On July 17th, the Subcommittee on Labor-Management Relations held
hearings on H.R. 2222, Testifying on behalf of the Association, John A. D.
Cooper, President, reviewed the AAMC's substantive objections to the legis-
lation: (1) the fundamental relationship between the interns and residents
and the program director and his faculty would be changed from one of teacher
and student to one of employer-employee; (2) the program director would no
longer be able to shape each individual's training to suit individual
educational needs, but would have to deal with "employees" on a collective
basis; (3) hospital administrators would be expected to bargain about sub-
jects over which they have no control; (4) the education emphasis of
graduate medical education would be replaced by a new emphasis on "wages,
hours, and terms and conditions of employment"; (5) as the programs at
affected hospitals changed from an emphasis on education to an emphasis upon
the material element of the employer-employee relationship, graduate medical
education programs would face loss of accreditation; and (6) an administrative
body could become the final arbitrator of the content of graducate medical
education by virtue of defining the scope of collective bargaining and
affected programs.

In addition, Dr. Cooper noted the large number of professional and .
scientific medical organizations that are strongly opposed to this legis-

Tation. Carl Vogt, AAMC Tegal counsel, concluded the Association's testimony

by describing how the administrative, procedural, and legal structure of

the NLRA would inevitably lead to the substantive concerns of the medical

education and higher education communities. Additional testimony opposing

H.R. 2222 was presented by Jack Myers, past President of the American

College of Physicians, and Willard M. Boyd, President of the University of

Towa.

On September 20th, the House Education and Labor Committee approved,
by 23 to 9, H.R. 2222. While the markup session was not lengthy, two
amendments were considered. Representative John Erlenborn (R-I1linois)
offered an amendment which stated that "provisions of this act shall not be

construed to require collective bargaining regarding matters affecting edu-

cational policy or programs." The amendment was rejected by a vote of 12 to
21. The Committee did adopt, by voice vote, an amendment by Representative
Thompson to clarify that medical house staff would be covered under the NLRA
as "employees" as well as "professional employees".

The bill has now gone to the House Rules Committee with a request that
it be scheduled for one hour of floor debate prior to action by the full House
of Representatives. It is not kncwn when the Rules Committee will act.
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HEALTH PLANNING

Renewal of the National Health Planning and Resources Development Act
of 1974 (P.L. 93-641), which has been operating under special extensions
since its expiration date in 1977, was the focus of legislative activity in
health planning this year. Passage of renewal legislation came only after
months of debate, negotiations, and amendments. On October 4, President
Carter signed into law the "Health Planning and Resources Development
Amendments of 1979," P.L. 96-79.

Congressional activity on health planning legislation was initiated on
March 5th, 1979 when Senator Edward M. Kennedy (D-Massachusetts), Chairman
of the Senate Subcommittee on Health and Scientific Research, and seven of
his colleagues on that Subcommittee, introduced renewal legislation (S. 544)
that would extend the act until 1982. The bill introduced by Senator Kennedy
was very similar to the planning bill which was considered and approved by
the Senate in July of 1978, but was lost in the legislative log jam at the
end of the Congressional session last year. Once again this year, the Senate
was quick to act on the legislation. On May 1lst, by voice vote and without
debate, the Senate unanimously passed S. 544.

In contrast to the swift Senate action on the health planning amendments,
the House version, H.R. 3917 (previously H.R. 3441), originally sponsored by
Representative Henry Waxman (D-California), advanced through the legislative
process at a considerably slower pace. The Commerce Health Subcommittee had
attached 50 amendments to the bill before the full Commerce Committee began
jts deliberations. After rejecting some of the Subcommittee's amendments,
the Commerce Committee reported out a bill on May 15th. On June 7th, H.R.
3917 proceeded through the House Rules Committee where it was ruled that only
one hour would be permitted on the House floor for additional debate on the
bi1l. The House did not pass its version of the health planning bill until
July 19th. Following that action, the House-Senate Conference Committee on
August 1st adopted a three year, $1.37 billion extension of the "Health Plan-
ning and Resources Development Act." It still took until September 21st for
the full House and Senate to agree on and adopt a single piece of legislation.

The AAMC submitted written testimony on two occasions this year commenting
on the proposed legislation. The Association called for:. (1) consideration of
the clinical and access needs of biomedical research programs in review of
proposed new health services: (2) the extension of certificate of need re-
view requirements to all major medical equipment in excess of $150,000, re-
gardless of setting or ownership; (3) HSA's to be prohibited from conditioning
approval of one health service request on an agreement to develop another
health service; (4) HSA's to be permitted to approve the limited introduction
of new technologies prior to development of planning guidelines for them;

(5) the elimination of provisions in both bills which proposed grant support

to states for development of potentially mandatory programs for decertification
of institutional resources and facilities; (6) the amendment of HSA and SHCC
board composition requirements to include at least one chief executive officer
of a short-term, general, tertiary care/referral hospital; (7) appropriateness
review to be limited to an areawide review of selected health services if it

is to be maintained as a realistic component of the planning process; and

(8) elimination of HSA federal grant review and approval for manpower and re-
search grants without a significant service component.
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In addition, the AAMC specifically urged health planning legislation to
include provisions that would (1) require that the dean of at least one medi-
cal school be represented on an HSA board if the health service area contained
one or more accreditated schools of medicine, and (2) require that HSA and
state agency reviews consider the effect of proposed services on the clinical
needs of health professional training programs in the area and the extent to
which the health professions school in the area would have access to the
services for training purposes. Both of these provisions appeared in several
of the early versions of the legislation this year. Only the second provision
was adopted in the final bill.

Among the other provisions included in the "Health Planning and Resources
Development Amendments of 1979", those of particular interest to COTH members

~include:

e Membership requirements for the composition of health systems
agency boards are amended so that at least one half of the members
on the board will be providers and at least one of them shall be
engaged in the administration of a hospital.

e HSA and the State Agency are required to carefully consider fac-
tors that preserve and improve competition in the health service
area.

e Appropriateness reviews are to be made on either an areawide or
institution-specific basis, as deemed appropriate locally; be-
come more detailed in the future; and provide for hearings in
the cases of institution-specific reviews.

® An HSA can establish goals that are different from the National
Health Planning Guidelines in order to be responsive to the unique
needs and resources of its area, but must provide a detailed
statement of such inconsistencies. ‘

e The State Agency is required to establish a period within which
approval or disapproval of the application for.a Certificate of
Need (CON) shall be made. If a State Agency fails to approve
or disapprove an application within the applicable time period,
the applicant may file suit in an appropriate state court to
require the State Agency to approve or disapprove the application.

e In reviewing construction projects, the HSA and the State Agency
shall consider the effect of the application on the cost and
charges to the public of other providers' health services. In the
case of existing services, the quality of care provided by such
a facility in the past must be considered. In both cases, consider-
ation must be given to the extent to which such proposed services
will be accessible to all residents of the area to be served by
such services.
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o Certificate of Need programs must:

--provide for periodic review of progress on approved projects

~and for withdrawl of certificates in case of extended delays;

--require coverage of all major medical equipment serving
inpatients;

--limit coverage of other uses of non-institutional major
medical equipment to requirements under state laws enacted
prior to September 30th, 1982;

--exlude coverage of HMOs which singly or in combination serve
at least 50,000 persons.

e FEach HSA shall collect annually the rates charged for each of
the 25 most frequently used hospital services in the state in-
cluding the average semi-private and private room rates. HSAs
are to make such information publicly available.

® Research and training under the Public Health Service Act should
not be reviewed unless the grants are to be made, and entered into,
or used for the development, expansion or support of health
resources which would make a significant change in the health
services available in the health services area.

e HSAs may review and comment on plans for Federal facilities only
when specifically requested to do so by federal agencies.

NATIONAL HEALTH INSURANCE

Legislative Activity

Document from the collections of the AAMC Not to be reproduced without permission

During 1979, national health insurance has received a renewed high level
of interest. Numerous bills have been introduced. Despite the number of
proposals being considered by Congress, it does not appear at this time that
Congress will take action on any bills before the Congressional year ends.

President Carter first unveiled his national health insurance plan on
June 12th, urging Congress to "act without delay" on an annual $24.3 billion
national health insurance plan to protect "all of our people" against
"devastating health bills", The bill was formally introduced in the House
and the Senate on September 25th as the "National Health Plan Act" (H.R. 5400,
S. 1812). The proposed legislation includes three major components. The
first, Employer Guaranteed Coverage, would mandate employers to provide all
full-time employees and dependents with a certified package of comprehensive
benefits. Employers would be required to pay a maximum of $2,500 in out-of-
pocket payments per year. No cost-sharing could be imposed on prenatal,
delivery and infant services.

The second major component of the plan, "HealthCare", calls for a new
Federal insurance program that would consolidate Medicare and Medicaid and
broaden eligibility for the poor. Employers and individuals could also pur-
chase coverage under HealthCare if desired. Benefits would be the same as
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those outlined under the employer-mandated program although out-of-pocket
payment would be limited to $1,250 for most and could be much less for the
low-income population.

The third portion of the bill, Health Systems Reforms, would incorpor-
ate the President's cost containment bill and an annual national limit on
capital expenditures which would be allocated among the states.

Senator Edward Kennedy (D-Massachusetts) has also offered a national
health insurance bill to be considered by Congress. His bill was first
outlined on. May 14th in front of a large press gathering in the Russell
Senate Office Building where his brothers John and Robert announced their
candidacies for President of the United States. The bill was formally in-
troduced in Congress on September 6th as S. 1720 and H.R. 5191. The bill
has seven co-sponsors in the Senate and 59 co-sponsors in the House where
Representative Henry Waxman (D-California) is leading the effort. The
Kennedy proposal has five major principles which were developed in cooper-
ation with organized labor's Coalition for National Health Insurance. These
principles include: (1) comprehensive benefits; (2) universal coverage;

(3) system reform to encourage preventive medicine and prepaid group practice;
(4) strict cost control; and (5) quality controls.

The plan would provide full coverage of inpatient hospital services,
physician services in and out of the hospital, X-rays, lab tests, ambulance .
services, and medical equipment for all U.S. residents.  Drugs (for the
elderly), home health, nursing home care, and mental health care would all be
partially covered. Financing the plan would be primarily through wage re-
Tated employer/employee contributions with the employee providing up to 35%
of the total cost of the premium. Medicare would continue to cover the
elderly and Medicaid would be upgraded.

Individuals could choose among private insurers, but all insurers must
provide at a minimum, the mandatory benefits. Thus, competition among in-
surers would be based on administrative efficiency and supplemental coverage.

- Kennedy expects that implementation of the program would not be before 1983.
He said that national health care expenditures would be $40 billion greater
as a result of the plan during its first year of operation. However, he
argued that strict cost controls in the proposal would make the plan cheaper
than existing programs by the fourth year after implementation.
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It now appears that if any bill is to be passed, it would be some form
of catastrophic national health insurance. Senator Russell Long (D-Louisi-
ana) has been a leading advocate of this approach for many years. As
Chairman of the powerful Senate Finance Committee and as a key individual in
any national health insurance deliberations, Senator Long has expressed his
intentions to take up national health insurance in his committee this fall.
It appears that the Senate Finance Committee may be the only one of the

four Congressional committees with jurisdiction over national health insurance
that may act in this session of Congress.
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There are a number of other national health insurance plans that have
been introduced in Congress, most of which are variations of the three
mentioned above. However, there are several plans that take a different
approach to national health insurance. The primary characteristics of these
plans is their emphasis on increasing free choice, market incentives, and
competition into the health care system. Representative Al Ullman (D-Oregon),
Chairman of the House Ways and Means Committee is supporting such an approach.
According to Ullman, his plan "does not broaden health coverage; nor will it
increase the layer of benefits. It costs the Government nothing, and it
can be achieved this year." Rather than proposing a health insurance scheme,
Ullman attacked built-in incentives to spend money that fuel inflation and
health care costs. He also rejected Government regulation of the entire
health care system. His approach would be based on: (1) changing tax laws
to encourage greater enrollment in prepaid health plans; (2) placing a cap
on the Federal tax subsidy for medical insurance; (3) requiring a choice of
health plans offered by an employer; (4) requiring employers to pay equally
to each plan; (5) changing Medicare law to encourage elderly patients to
join HMOs; and (6) mandating a statewide demonstration project similar to
Oregon's project health for the low-income population.

Senator Richard Schweiker (R-Pennsylvania), ranking minority member on
the Senate Human Resources Subcommittee on Health and Scientific Research,
has also introduced a national health insurance plan that addresses cost
controls, catastrophic health insurance, and disease prevention by restruct-
ering tax incentives and requiring coverage by employers. While neither
Senator Ullman's plan or Senator Schweiker's plan is expected to pass, there
is some consensus that increased incentives for cost consciousness are
likely to be a part of any national health insurance debate in the coming
months. '

AAMC Activity in National Health Insurance

Because of Congressional interest in national health insurance in 1979,
last summer the AAMC appointed an Ad Hoc Committee on National Health
Insurance. The Committee was charged to review and revise where necessary
the Association's November 1975 policy statement on national health insurance.
Under the leadership of John A. Gronvall, Dean of the University of Michigan
Medical School and 1978-79 Chairman of the AAMC, the Ad Hoc Committee met
on August 2nd, 1979. Members of that Committee include John W. Colloton,
Director of the University of Iowa Hospitals and Clinics and Assistant to the
President for Health Services at the University of Iowa and Chairman-elect
of the COTH Administrative Board; James F. Kelly, formerly the Executive
Vice-Chancellor of the State .University of New York - Albany, now retired;
William H. Luginbuhl, Dean of the Division of Health Sciences at the Univer-
sity of Vermont College of Medicine; Peter Shields, Chairman of AAMC's
Organization of Student Representatives; Virginia V. Weldon, Professor of
Pediatrics and Assistant to the Vice-Chancellor at the Washington University
School of Medicine; and Charles B. Womer, President of the University Hospitals
of Cleveland and Chairman-elect of the AAMC Executive Council.
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\ The Committee recommended that the Association policy be directed not

at national health insurance per se, but at "the need for the expansion and
improvement of health insurance in the United States." The Committee noted
three major disparities that exist in the Nation's health insurance system:
(1)the lack or inadequacies of basic health insurance coverage for low-income
Americans; (2) the inadequacy of health insurance protection against the high
cost of catastrophic illness; and (3) the lack of a generally accepted
minimum standard for basic health benefit plans.

Following the Ad Hoc Committee meeting, AAMC staff drafted a position
paper on the expansion and improvement of health insurance in the United
States. This draft was reviewed by the Ad Hoc Committee members and by the
Executive Council at its September, 1979 meeting. The final position paper
of the AAMC, when approved by the Executive Council, will serve as the basis
for AAMC testimony on national health insurance should Congressional Commit-
tees decide to hold hearings on national health insurance.

HOSPITAL PHILANTHRCPY LEGISLATION

On February 27th, 1979, Representative Tim Lee Carter (R-Kentucky) in-
troduced "The Voluntary Houspital Philanthropic Act," H.R. 2455. The major
objective of the bill is to encourage and protect philanthropy in the health
care field, especially philanthropy provided to hospitals. The bill, as
presently drafted, contains several specific provisions. The first provision
in the bill is that in determining hospital costs and allowable reimbursement
under the Medicare, Medicaid, and Crippled Childrens Programs, hospital
expenses may not be reduced by any donations, gifts, grants, or endowment
funds. This provision would significantly alter present practices by pro-
hibiting federal programs from reducing hospital cost by restricted donations
when determining federal payments.

The second significant provision in the bill is that it prohibits states
from adopting programs for limiting hospital revenues unless such programs
exclude from the revenue limitation (1) all donor restricted funds, including
those restricted to operations, and (2) all other donated funds limited by
the governing board to non-operating expenses. Donated funds not restricted
by the donor or limited to operating purposes by the governing board are not
addressed in the bill., The third major provision in the bill is that it
prohibits any federal hospital cost containment program from including in
the revenue Timitation (1) all donor restricted funds, including those re-
stricted to operations, and (2) all other donated funds limited by the gov-
erning board to non-operating expenses. Donated funds not restricted by the
donor or limited to operating purposes by the governing board are not
addressed in the bill.

The bill, which was jointly referred to the House Committee on Ways
and Means and the House Committee on Interstate and Foreign Commerce, has
not been the subject of any Congressional hearings or actions. AAMC staff
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has expressed Association interest in the legislation to Representative
Carter's staff, and is preparing comments on the bill to be submitted to
the Health Subcommittee of the House Interstate and Foreign Commerce
Commi ttee.

COTH _SPRING MEETING

The AAMC's Council of Teaching Hospitals held its second annual Spring

- Meeting in Kansas City, Missouri on May 16-18, 1979. The two day meeting,

which was conducted to provide the chief executive officers (and their

chief associates) of COTH member hospitals with an opportunity to meet .
personally and discuss common issues and concerns, attracted over 150 partici-
pants.

The meeting opened on the evening of May 16th with an address by Dr.
Jack Lein, Associate Dean for Continuing Education and Development at the
University of Washington School of Medicine. The topic of his discussion,
was "Legislators are not Illiterate-They Just Don't Believe us Anymore."
While his presentation was humurous, his message was clear with regard to
the need and. appropriate methods for active participation in the legislative
policy decision-making processes at all levels of government.

The morning session on May 17th, featured a presentation by Richard
Knapp, Director of the Department of Teaching Hospitals, on the subject
“Toward a More Contemporary Public Understanding of the Teaching Hospital."

Dr. Knapp reviewed the highlights of a paper on that topic prepared by the
Department staff. Following his presentation, participants were assigned

to discussion groups to review the paper within the context of major issues
related to hospital reimbursement, health planning and national health in-
surance. In the afternoon, each discussion group leader presented a report

on his group's morning session. The reports were followed by floor discussion.

Spring meeting activities for May 17th concluded with four concurrent
sessions on special topics of interest: (1) Paul Hanson, President of
Genessee Hospital in Rochester, and Dr. James Block, President of the Rochester
Area Hospital Association discussed "The Maxicap Experiment: Present Status
and Future Probability;" (2) Dr. Henry Zaretsky, Director of California
Office of Statewide Health Planning and Development and Dr. Robert Tranquada,
Associate Dean of Postgraduate and Regional Medical Education at the UCLA
School of Medicine, discussed "The Manpower Component of the State Health
Plan"; (3) "An Informal Session with Staff of the Voluntary Effort" was
conducted by Paul Earle, Executive Director for the Voluntary Effort;
and (4) a session on the "Role of Veterans Administration Medical Centers
with Medical Schools" was led by Al Gavazzi, Director of the VA Hospital in
Washington, D.C.; B. Fred Brown, Director of the VA Hospital in Durham, North
Carolina; Turner Camp, M.D., Director of the VA Hospital in Phoenix, Arizona;
and William Mayer, M.D., Assistant Chief Medical Director of the VA. The
evening program included a reception hosted by the Truman Medical Center of
the University of Missouri - Kansas City.
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The final day of the meeting was devoted to a discussion of "State Rate
Review and the Teaching Hospital". First, "The Experience in Maryland" was
discussed by representatives from two COTH member institutions in metropolitan
Baltimore. The sobering experiences of the University of Maryland with the
state rate review were reviewed by its Director, G. Bruce McFadden, while
the more favorable experiences of the Johns Hopkins Hospital were related by
Irv Kues, the Hospital Vice President for Management Systems and Finance.
Later in the morning, a debate was held on the question, "Should We Support
Immediate Development of State Rate Review Agencies?" Both sides of the
issue were argued effectively, with Dave Hitt, who recently left his post as
Executive Director of the Baylor University Medical Center, taking a
qualified "pro" stance, and Irwin Goldberg, Executive Director of the Monti-
fiore Hospital in Pittsburg, Pennsylvania, arguing the "con" position.

SPECIAL PROJECTS: EDUCATIONAL COSTS AND HOSPITAL CASE MIX

In addition to routine services and activities conducted by the Depart-
ment of Teaching Hospitals, the staff occasionally undertakes projects re-
lated to specific timely, important issues. This year the staff has begun
two projects which are out'ined below.

As was stated in the summary description of the COTH Spring Meeting, a
portion of that meeting was devoted to discussion of a paper prepared by .
staff titled "A More Contemporary Public Understanding of the Teaching
Hospital". At the workships which addressed this paper in light of
national health insurance, health planning and reimbursement issues, the
consensus of the members attending the meeting was that the problems facing
teaching hospitals in the future result from three factors: atypical service
costs resulting from the complexity or intensity of care provided patients,
atypical institutional costs resulting from educational program activities,
and a wide variation in these costs among teaching hospitals. Because of
the variation among teaching hospitals, members suggested that methodologies
were needed to quantify intensity and educational costs so that teaching
hospitals could be classified into homogeneous groups or scaled into contin-
uous distributions. More specifically, it was recommended that the AAMC/
COTH sponsor or conduct a study (or studies) to quantify the intensity of
patient care and the costs of educational programs.
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The COTH Administrative Board at its June meeting, with Executive Council
approval, directed staff to prepare a state-of-the-art paper on methods for
quantifying the intensity of care and an annotated bibliography on educational
program costs. When completed, these papers would serve as resources for
developing and designing the member-recommended studies.

Work has begun on the annotated bibliography on educational costs in
teaching hospitals. A thorough literature search has been conducted, and
abstracts are being prepared for all articles and studies that have addressed
the problem of identifying and documenting the costs of medical education
programs in teaching hospitals. .
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In regards to the state-of-the-art paper on intensity of care, staff
completed a preliminary report titled "Case Mix Measures and Their Reim-
bursement Applications," which was presented to the COTH Administrative
Board and AAMC Executive Council at their September 13th meetings. Case
mix measures were selected as the initial focus of staff activity because of
the active attention these measures are currently receiving from several
researchers, because of several reimbursement experiments presently attempt-
ing to apply them, and because of Medicare's effort to add case mix measures
to next year's payment limitations methodology. The report, which was
based on numerous site visits conducted by staff last summer, gives particu-
Tar attention to the Diagnosis Related Groups (DRGs) developed at Yale Univ-
ersity because this method is the most fully developed and is being used in
several reimbursement experiments. The COTH Board and AAMC Executive
Council accepted the report as a source of backgroud information, authorized
completing the final case mix report, approved the policy recommendations in
the report, and directed staff to begin expanding its activities on quanti-
fying the intensity of patient care provided in teaching hospitals. The
case mix report was forwarded to all COTH members in September.

As a next step in this project, staff is identifying data which can be
used to evaluate the DRGs as an intensity measure for reimbursement,
identifying researchers/consultants with expertise and interest in con-
ducting such an evaluation, and preparing a study plan which can be used to
develop an equitable method for reimbursing hospitals that specialize to
varying degrees in tertiary care, medical education, supervised research,
and the introduction of new treatment and diagnostic services.

SURVEYS/PUBLTCATIONS

The Department of Teaching Hospitals has maintained its program of regular
and special issue membership surveys. The staff has also prepared several
special reports. A1l of these publications have been made available to COTH
members.

.COTH Report

The COTH Report, which expanded its format last year, is published ap-
proximately 10 times a year. In addition to reporting Washington developments
and AAMC activities of concern to COTH members, increasing emphasis has been
placed on summarizing major government and private studies focusing on cur-
rent hkealth policy issues. The newsletter has also initiated a new section
entitled "Faces in the News". This section highlights individuals who have
contributed to and influenced wajor health care policy decisions in the country.
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COTH Directory of Educational Programs and Services

This Directory, which was published in April, has been prepared annually
for the past eleven years. The Directory provides a profile of each COTH
member hospital, including selected operational and educational program sta-
tistics. Questionnaires for the 1980 Directory were mailed in July and
September, depending on the hospital's fiscal year.

COTH Executive Salary Survey

' The 1978 Executive Salary survey was published and mailed to COTH chief.
executive officers last spring. Based on responses from 70% of all non-
Federal teaching hospitals members, the report describes salaries, fringe
benefits, and hospital compensation policies. The tables in the report
present the data by hospital's type of ownership, regional location, type
of affiliation, and bed size. In addition, means, medians, quartiles, and
percentiles are presented for the salary information. Questionnaires for
the 1979 survey were mailed in August, and it is anticipated that the
findings from the survey will be published early in 1980. This year's survey,
unlike the previous survey, will include all VA members in the survey results.
COTH Administrative Board policy 1imits distribution of this report to chief
executive.officers of COTH member hospitals. COTH hospital board members :
may also receive the survey upon request, but the chief executive officer .
will be informed when a copy has been provided to a board member.

COTH Survey of the University Owned Teaching Hospitals

. This survey, which is also prepared annually, publishes comparable and
detailed hospital data on hospital income sources, expenses, utilization of
services, and staffing for university owned hospitals. The eighth annual
COTH Survey of University Owned Teaching Hospitals' Financial and General
Operating Data was published in April. The data presented in the report

is based on fiscal year's ending in 1977. Questionnaires for this year's
survey were mailed in June. The responses have now been received from all
but one of the 64 participating hospitals. Results of this survey will

be published early in 1980. Distribution of this report is restricted to
those institutions participating in the survey.

COTH Survey of House Staff Stipends, Benefits and Funding

The preliminary results of the 1979 annual survey of house staff were
mailed to all COTH member hospitals in June, 1979. This survey publishes
information on levels of stipends for house staff by hospital region, owner-
ship, bed size, and affiliation. It also provides information on fringe
benefits for house staff and on sources and amounts of funding per hospital.

The 1979 final report, which will be published this winter, is based on res- .
ponses from over 350 hospitals. ‘
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Toward a More Contemporary Public Understanding of the Teaching Hospital
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In preparation for the COTH Spring Meeting this year, the Department
staff prepared a paper which outlines the evolution of the teaching hospital
during the past two decades; identifies characteristics which distinguish
teaching hospitals from non-teaching hospitals; and attempts to describe
differences among the teaching hospital population. The report was sent
to all COTH members last June.

Case Mix Measures and Their Reimbursement Applications

This report was prepared by staff based on membership recommendations
during the Spring Meeting and a charge from the Administrative Board in June
to prepare a state-of-the-art paper on methods for quantifying the intensity
of care provided in hospitals. The report was distributed to all COTH
members in September.

~

Other Materials Available from Department Files

In addition to the above surveys and reports, the Department of Teaching
Hospitals maintains a collection of materials on various topics which are
available to COTH members. While some of these items contain rather lengthy
documentation and unfortunately cannot be copied upon request, the Department
welcomes members to write or visit our offices in Washington, D.C. to review
them. These materials include:

e copies of Section 223 exception requests submitted by COTH
member hospitals to HCFA:

e time and effort reporting forms used by some member hospitals
and medical schools to allocate staff time to various activities;

e a file of COTH hospital-medical school affiliation agreements;
e a file of COTH hospital house staff manuals;

® Jjob descriptions for medical staff leadership positions at COTH
hospitals;

¢ a survey conducted this year of sources of construction funds in
teaching hospitals, which was summarized in a datagram in the
August, 1979 issue of the Journal of Medical Education; and

® a collection of articles and literature on topics of special interest
to teaching hospitals.

The purpose of this report is to provide COTH members with a summary of the
past year's activities and of the types of services, publications, and documents

available to members. If you should have any questions, you are encouraged to
contact the staff of the Department of Teaching Hospitals (see Appendix B).
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Appendix A

COUNCIL OF TEACHING HOSPITALS
OFFICERS AND ADMINISTRATIVE BOARD
1978-79

Chairman

*Robert M. Heyssel, M.D.

Executive Vice President & Director
The Johns Hopkins Hospital
Baltimore, Maryland-

Chairman-Elect
*John W. Colloton
Director and Assistant to the
President for Health Services
University of Iowa Hospitals and Clinics
Iowa City, Iowa

Immediate Past Chairman
*David L. Everhart

President

Northwestern Memorial Hospital
Chicago, I1linois

Secretary
John Reinertsen

Executive Director
University of Utah Medical Center
Salt Lake City, Utah

Term Expiring 1981

Dennis R. Barry

General Director

North Carolina Memorial Hospital
Chapel Hill, North Carolina

Mark S. Levitan

Executive Director

Hospital of the University of Pennsylvania
Philadelphia, Pennsylvania

Robert K. Match, M.D.

President

Long Island Jewish -
Hillside Medical Center

New Hyde Park, New York




‘ , Term Expiring 1980

James Bartlett, M.D.
Medical Director
Strong Memorial Hospital
of the University of Rochester
Rochester, New York

Malcom Randall

Hospital Director

Veterans Administration Hospital
Gainesville, Florida

E1Tliott C. Roberts

Director

Charity Hospital of Louisiana
at New Orleans

New Orleans, Louisiana

Term Expiring 1979

Jerome R. Dolezal

Hospital Director

Veterans Administration Hospital
Seattle, Washington

James M. Ensign

President

Creighton Omaha Regional Health
Care Corporation

Omaha, Nebraska

Mitchell T. Rabkin, M.D.
General Director

Beth Israel Hospital
Boston, Massachusetts

Ex Officio Member

*Stuart J. Marylander
President

Cedars-Sinai Medical Center
Los Angeles, California
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* Representative to AAMC Executive Council
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Appendix B

STAFF

DEPARTMENT OF TEACHING HOSPITALS
ASSOCIATION OF AMERICAN MEDICAL COLLEGES

Richard M. Knapp, Ph.D.
Director
202/828-0490

James D. Bentley, Ph.D.
Assistant Director
202/828-0493

Joseph C. Isaacs
Senior Staff Associate
202/828-0496

Peter W. Butler
Staff Associate
202/828-0493

Charles N. Kahn, III
Administrative Resident
202/828-0496

Gail Gross
Administrative Secretary
202/828-0490

Melody J. Bishop
Secretary
202/828-0493

Tina D, Williams
Secretary
202/828-0496




