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Health care Iinternational

The editor asked Norman Macrae to spend four weeks studying
inlernational health-care siatistics, so as to report on whether
what is becoming the largest industry in many rich countries is
being organised in the most economically efficient way. Here are

~ Macrae's conclusions

All the western democracies are seesaw-
iu; between different sorts of health-carc
crises, which they are Lryving (o meet by
slightly modified versions of policies that
have caused more expensive difficultics
somewhere else. Great unpopularity lalls
on enybody who points this out. Almost
every advanced country’s system of medi-

cal finance is bringing results that are the
1 opposite of those predicted by its politi-
cians, professed by its doctors, believed
by its vaters and hoped for by its saints,

In consequence, most povernments arc
facing the problems and securing the
“achievements that they and their detrac-
tors hoth expected least, After the stan-
dard-bearing advocates of socalist versus

[ Hﬂ“"“lllllﬁ A VL@ 3 W UL B RO Y el D

| freemarket  medical systems have
| charged each other with levelled lances
through the political fog, the British so-
cielist finds hc 15 pig-sticking thc poor
with a cheap National Health Service that
has embarrassingly ceen mortality ratios
move further in favour of the upper-
middle classes, while the Amercan tax-
payer finds he is paying between four and
ax times as much for the health care of his
poorest and sickest old [ellow-citizen as
the British taxpayer does.
Cach country now seems likely to
soend the 1980s charging back deter-

T
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minedly into adopting some of the other's
prescnt worst mistakes.

America’s problem is that more than
90% of the SIm that will be spent in
American hospitals duning the next three
minutes will be paid by thitd parties—
mainly private insurance (with three
quarters of the premiums horne by your
breadwinners’ emplovers), Medicare or
Medicaid. American hospital patients
thus have every incentive to demand the
maost lavish treatment which those third
partics do not yet know they have pad
for, and Amencan doctors like this fine.

An American doctor will generally
make about 10 times as much if he
undertukes $500-worth of tests which will

give 98% certainty of diagnosing your
condition, rather than $50-worth of rests
which will give 97% certainty. American
doctors who charge only for the $50 tests
may be bankrupted by a malpractice suit
in the one out of a hundred cases where
opting for the $500 tests would accidental-
ly have proven right.

The waste or the agony

The suppusedly free-market Reagan ad-
ministration intends to meet this problem
with 467 varieties of price controls, which
will soon have all of any price controls’

ludicrous results. These diagnostic-relat-
ed groupings (DRGs) will he seeking to
move Medicare patients into a cheaper
and more controlled system, which will
then ration its conscquent undersupply of
medical care by queueing—and by under-
treatment of the inarticulate—instead of
by price.

It is by such ratoning against the inar-
ticulate that Britain's Mational Health
Service now unfortunately works, and
almost every saintly Briton assumes that
his NHS is thereby the cnvy of the world.
That assumption turns intelligent inguir-
ing foreigners berserk. One party of visit-
ing Americen congressmen found a
young Englishwoman who had waited
eight vears after an accidem for plastic
surgery to remove facial scars that had by
then blighted most of her vouth. They
asked sympathetically for her comments
on the NS, “Oh, it's a wonderful system
we have in Britain™, she replied, “vou
know our medical care is all free™,

Those congressmen then went home,
and some presumably voted for Mr Rea-
gan’s DRGr price controls which will da
the same {hing.

Consider Japan
As the Reapan administration and the

F S-S = l."h'hﬂr.v.ll OUIILTSLIE LIV il WS
congress move towards embracing Brit-
ain’s mistakes, Mrs Thatcher is nding the
other way thpough the fog 10 embrace
Amenca’s. Diufing the 1980s Britons wall
be encouwraged to take oul more private
health insurance, without learning from
America's experience that third-party in-
surance plus fee-for-service sends private
health-care costs soaring out of control.
There will be a large accession of loss-
making business to British provident as-
sociations like Bupa which will thus prob-
Ably start going bust.

The British Labour party is choosing its
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\"EMSpcrmalink Reply by chris macrae on January 12, 2014 at 4:47pm

‘Table 1. Lowest input brings best output
Esl 1984 health  Number of Life Infant mortality Deaths from
expenditure doctors expectancy 1,000 heart disaasa
Sperhead  per 100,000 at birth® bithe®  per 100,000
e BT B B o
France 800 172 78 10 380
m 500 1280 Tie 7e 2669
n 4008 154 T4 12 579

@ Bioh shows mast econgrica) o mos! efective perionnance i et o, “La'esi avalable years.

usual weapons against any mistaken Con-
servative policy, namely boomerangs. La-
bour says that if people are allowed to
jump from NHS queles 1o get quicker
relief from great pain, tax unconcessions
must ensure this is available only to the
rich, mainly to fit under-655 on cost-
unconscious business expenses.

On the continent of Europe, France
and West G have turned their
orginally social-democratic health insur-
ance systems into methods of over-en-
niching doctors throogh over-| cm-
ployers' national insurance con tions
(ie, through the most unemployment-
creating sort of tax). Table 1 above shows
that both now spend twice as much per
head on health as Britain does, but over-
doctored West Germany has slightly the
worst record in every measure of health
delivery among the big five.

Japan's unplanned medical system is
proving the most economic, with the best

spend about $400 per head. Singnpore
will probably spend under $200 a head.
All threz peoples now have almost
exactly the same expectation of life, but
Singapore's is increasing faster. Despite
its crowded housing, Singapore’s infant

mortality is now slightly the lowest of the
three. Britain records the most sick pec
ple of the three and takes the longest time
1o cure them. Britain has 600,000 peaple
in queues for the oldest and Jeast sanitary
hospitals. Its socialist medical system is
now arguably the least cgalitarian of the
three.

America’s commercial medical systen
15 more wasteful than the other two by 2
factor of between three and cight.

Britons and Americans have a lot
learn from each other about how their
health systems have gone wrong. We will
spend the next few pages moving back
and forth across the Atlantic, starting in
Britain,

NHS, born 1948, died 1949

Britons’ supply of health care ismdaﬂdudomaglywbyammpom
se,

who is temporarily obsessed wilh somethin
depends partly on senior doctors’ views about

[n 1948, Britain cstablished the first com-
prehensive Mational Health Service in
any westarn country, promising unlimited
free medical care of the best possible
standard to the entire population. In
1949, i1 replaced this with something
completely different.

As costs soared out of contral in Nye
Bevan's first year, Stafford Cripps an-
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and its distribution
might be interesting

pressed about other matters a chancelior
of the exchequer has felt at budget time.
Since a Conservative chancellor is al-
ways hard-pressed in his annual budget,
while a Labour chancellor is usually hard
er-pressed in half-g-dozen crisis minibud
gets during cach year as well, Conserve:
tive governments have  regulady
increased NHS spending by more than
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health delivery per few dollars spent. In
table 1 Japan emerges as the second
lowest spender (above only Britain) but it
successfully has the fewest doctors, the
highest lifc cxpectancy, the lowest re-
corded infant mortality and fewest deaths
from heart disease; it also has the fewest
workdays lost through workers saying
they are sick.

Supporters of other countries’ medical
systems always wax cross with output
figures like table 1 (saying, eg, that Japan
has a different method of counting live
babies), but in every industry the reaction
to output figures from Japan has been “at
first deny, then copy”. Other rich coun-
tries will some day suddenly imitate some
{eatures of Japan's medical system, in-
cluding its emphasis on: preventive medi-
cine and extensive wse of unqualified
medical staff. There will be huge paolitical
and professional ructions as they do.

Let's be , and count
In the land of the determinedly blind, the
one-cyed man is called figure-crazy and
politically unrealistic, This survey will
assume it 15 me to nisk that change, and
to discuss how a modern country could
get the best health care for all its people
per dollar spent.

Consider three countries. The United
States will this year spend about $1,500
per head on health care. Britain will

tted of any crime, but died soon
after, The defeated Labour MP for whom
he campaigned in last June's election
wrote movingly in his obituary that this
Dr Leonard Arthur was:
one of the (in2st men ] ever met . . . the
very model of what the Nationol Health
Service should be, hamane, tenacious, prin-
cipled. . . . You ceme upon him late at night
kunching some new group based on felt
need—readers and teachers for dyslexic chil-
dren, riding lessons for the handicapped,
social clubs for parents under extreme
stress. . . . He took no private patients, gave
no thought to the “market valoe™ of his
exceptional gifts. . . . There are still thou-
sands like him, happy to ignore the new
world of market values. . . .
If any alternative health system does not
enlist the support of the thousands of Dy
Arthurs and their nursing kin, it will not
be worth the cost-benefit analysis it is
based on. [ hope the competitive system
advocated at the end of this survey should
attract them, but cannot know since so
many saints slave loday because they
think the NHS is the best way of bringing
care to the poor. Yet it manifestly isn't.

The rich die later

Look at table 2, drawn from the muddled
Memeson royal commission—the Labour-
appointed body which recommended that

nounced in his 1949 budget that hence-
forth the treasury would set an annual
ceiling for NHS spending, and Britons
would he allowed as much free health
care as could be afforded within that.

This was a straight proclamation that
Britain would ration an undersupply of

medical care by queueing mstead of by

price. In each of the following 35 years

the rate at which Britons' sicknesses can
be cured has depended not on what
customers show they want in a market
with a quickly changing technological

capacity to supply, but on how hard-
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Labour ones, though not by much.
This weird system has bad three greal
advantages, each with a snag.

Saints, but not equalisers

Furst, the illusion of a comprehensive
NHS has brought o its service a genuie
ly devoted army of some saints. A good
example is a doctor who was arrested for
attempted child-murder. He preseribed
“nursing care only” for a rejected dying
baby whom an American hospital would
keep profitably alive by stuffing with
more care for much longer; he was rightly

Blissiul dawn—Bevan in the NHS's first week

Table 2: Male standardised
mortality ratios
{En and Welas
szr:“’ ] 1830-32 : 1040-53  1970-T2
{ag8 20-64) (age 20-64) (a8 15-64)
| Profacsicnal =] 86 i
I Managerial, efc B4 a2 B
11 S8 le! warars 1) 101 104
IV Partly shilled 102 104 113
V Unsiilied workers i 11E 137

borough over a quarter of the population,
maybe including one child in seven, are
not registered with a doctor at all; and
that in some other inner arcas 30% of
those for whom doctors are drawing capi-
tation fees have really died or moved
away. The WHS is breaking down in
precisely the areas to which it was intend-
ed to bring most help.

Who's for the knife?

Since Brilish surgeons are nol paid more
if they perform the surgery that market
demand would show is most urgently
wanted, many of the surgical operations
with Britain’s longest waiting lists are
things like varicose veins and hernias
{operated on five times more frequently
per person in the Umted States) which
are curable with surgical operations that
would be cheap, unprestigious and for the
surgeon frightfullv boring, Patients on the
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prefer to control it with other countries’
methods which are “often financial™.
Any computer fed with the relative hours
in pain now spent by poor sick Britons
would answer “all caring people must'".

The point of & price mechanism is not
to put rich individuals into the operation
room fastest; you can easily arrange that a
price systzm does not do that, and any-
way Bntain has got a non-price system
that nuttily does. The point i5 to see that
some regulator is in place to bring the
optimal best mix and allocation of out-
puts, rather than subconsciously just fit-
ting in with producers’ convenience.

Beloved, but why?
Despite this, the second great advantage
of the NHS (and embarrassment to cntics
like me) is that aver 80% of the British
people tell vpinion pollsters they love it.
The good reason is that all Britons feel
secure they will get emergency treatment
if they are hit by a bus or a heart attack in
the next minute. If the competitive sys-
tem, which | eventually suggest, does not
also satisfy that, don't support it,

The bad resson is that a NHS gives
politicians 5§% of gnp to buy votes with,
They can buy them better by a “‘caring
rather than curing” approach—by free
medicines spread over Sam people today,
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Britain should again abolish prescription
charges in 1979. Merrison commented on
table 2, with an embarrassed cough and
streaming non-sequiturs, that “since the
establishment of the NHS"

the position of thoss in social classes IV and

¥ appears to have worsened relative to those

in social classes 1 and I1, though it should be
remembered that all socal dasses are
healthier than they were 30 years ago and
the of the population in socinl
dlasees 1V and V has fallen. There is also
evidence that the higher socic-cconomic
groups receive relatively more of the expen-
ditere on the NHS.
Memison's footnote to this last sentence
referred to a 1978 statistical article in
Economica by Mr Julian Le Grand, whe
estimated broadly that a British managing
director can expect to have about 40%
more of the taxpaycrs’ NHS money spent
on him than & hod-carrier who gets the
same illness.

Almost certainly, Mr Le Grand under-
etimated. Richard Titmuss, one of so-
cialist medicine’s godfathers, was rightly
complaining as carly as 1968 that:

the higher income groups know how te make

better wse of the NHS, They tend to receive

more specialist attention; occupy maore of
the bed: in beltu-:qup:d and stalfed
hospitals, receive more clective surgery;
bave better matemnity care, and are more
likely to get psyehiatric help than low in-
came groupe—particularly the unskilled.
Agd to this the 1981 Acheson report's
calculation that in one inner Ls;-ndun

most painful part of the orthopaedic wail-
ing-list in some poor areas have Deen
untreated for six years, Doctors retort
that waiting lists have long vaned enor-
mously from area to area, and that Ar-
thritic Annie could get even a hip replace-
ment if she moved from Shelfield to
somewhere else; they don't grasp that a
proper system would move medical e
sources eagerly 1o the longest quenes,
Merrison rightly said that “waiting lists
are ong mechanism for controlling access
to services free at rime of use”, and
guenied whether any canng person would

not by the expenditure needed for tomor-
row (new hospitals, equipment, preven-
tive medicine) or by relieving the pain of
a few thousands who have been six years
on the waiting list. If any American or
West German learned his insurance poli-
cy left people six years in pain, he would
change insurances—although in a way
that put nutional bealth costs up.

The third advantage of the NHS is that
it keeps national health costs down, We
will examine later whether it keeps them
down prodoctively, but turn now o
Amernica which raises them exorbitantly.

America throws money

And generales some improvements, with much waslte, plus a crisis for 2011

and after.

Ewen in 1963 the United States spent far
more per head on health care than any
other nation, but its men then died earlier
than Bulgaria's, and all its health indica-
tors showed dreadful discrimination
against its poor and its black. In those
days the children of the poorest one
quarter of Amenicans saw a doctor only
half as often as did the childien of the
richest one third.

Then, during 1905-84, while two Dem-
acrats and three Republicans were presi-
dents, Amencan doubled its povernment
expenditure on health every 4§ years, in a
more éealitarian health revolution than

In !mwlwthulnpurur glv- '.'uu 'nhnt Hwan wanted, but -mhynu bust

over $600 by federal and local govern-
ment.

That $6M per head of American gov-
ernment money alone is 11 times the $400
per head which the NHS wall spend on
Britons this year, Since American taxpay-
ers' money is meant to be centred on
America’s oldest and poorsst one guar-
ter, the average qualifying member of
that oldest and poorest one quarter of
Americans will get something like six

larger, so hospitals which serve poor
people are closing down, Older and mid-
dle-class people are more fearful of going
through normal insurance limits, so they
buy extra catastrophe insurance against
this. Two thirds of elderly Amerncans
have topped up their stale Medicare with
“Medigap” insurance, costing them
about S400 7 vear. 10 pive such eover.
This has most especially inflated the
American cost of dying.
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Britain's 1945-51 Anlee government
achieved, Today poor Americans see a
doctor more frequently than rich ones,
and rates of surgery are equal between
social classes. Even in Mr Reagan's 1984,
America’s Medicare outlays are rising by
more than its defence programme.

Total American expenditure on health
care has inflated from $129 per head in
1960 to a likely $1,500 per head 10 1984,
Of this year's $1,500 per head, only abaul
$450 per head will be paid directly by
patients, about $400 will be paid by
private insurance (with thres quarters of
the premiums paid bv emnlovers) and

reason is that far men's hearr disease, sl
the biggest killer of American males, has
switched from being a predominantly
white illness to being a bigger black cne-

aided by the 45% of black men who sil
smoke cigarettes, while only 37% of
white men do. Black men are also six
times more likely to be murdered thap
white men, bul less than hall as likely o
commit suicide (white wives go mos
frequently to the psychiatrist).

In the 15 years after 1965, Amerce's
disgraceful 42 per thousand rate of hlack
infant mortality astonishingly halved, but
the remaining gap between America's 2l
per thousand black infant mortality and
its 11 per thousand white rate is one of the
health indicators where America's socil
gap still 15 worse than Britain's (with 16
per thousand infamt mortality for British
unskilled workers’ babies and 9 per thoo-
sand for British professionals’ habies).
However, the Amecriean gap is what one
would sadly expect from vyoung black
Amencan mothers’ existing environmeo-
tal and pre-1965 health disadvantags,
without any present underdoctoring of
the poor. America’s medical problem
really is no longer one of health-care
inegalitananism, Instead, it faces 4 cisis
of health-care inflation. All of the 7Tm
Americans born in 1946-66 shonld fezl
especially worried about that.
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Ammcani will ge: somclhmg like six
times as much (axpaycrs’ money spent on
his or her health this year as the average
Briton will get.

In consequence, some 90% of Presi-
dent Reagan’s Americans have now gol
what Nye Bevan wanted for Britons in
1948 a system where medical care is close
to what would be provided if cost were no
ohject and if benefit (o patients were the
sole concern. The result, as under Bevan,
15 thut costs have soared embarrussingly

out of control.

Onee through Uhis safely nel, bump

The average cost of an in-patient day in
an American hospital has risen 1o §300.
So (a) Amenca’s health expenditure is
buying something which in other coun-
tries would cost only a fraction as much;
and (b) many Americans fear that they
could be bankrupted if they stay in hospi-
tal long enough to exhaust their insur-
ances, The Americans, having erected
the world's most expensive medical safety
net, have also arranged that anybody who
falls hard upon it will pass through with a
bump.

A hospital in Flonida rts that its
revenues last year were 47% from Medi-
care (state pavments for the old). 5%
from Medicaid (state aid for the poor),
27% from insurance, only 8% from pa-
tients’ payments and 13% bad debts. In
poor areas the proportion of bad debits is

that those of us borm before 1965 could
become the unwanted and expensive gen-
eretion in ourold age. The smaller danger
is that there could be a change in liberal
values aboul death control with the armiv-
&l of 2011's senior-citizen bulge, rather
like the change this generation itself cre
atedabout birth control after 1965,

Until about 1965, no respectable west-
ein women admitted to having an ahor-
tion;: and the twoe most intellectual reli-
gions  (Catholicism and Communism)
disapproved  even of  contraception.
When the babies of 1945 became teen-
agers and then potential parents in the
1965, just as overpopulation was theeai-

nena ngemmas paes

Primary care

saimi mimsmes amspeessssssp  Gstestsserss mana

American cost of dying.

Last year Medicare alonc paid ont
around $15 billion—more than the whole
national income of Bangladesh—on care
of terminally il Americuns in their last six
months of life. Although third-party in-
surance makes it profitable for a doetor to
pump the finesl medicamenls inlo an
unprotesting near-corpse, there is no evi-
dence that this extended the average such
patient's life by more than a few harrow-
mg days. For each day thart it did, it will
have rased the national heaith bill by
nearly another $100m.

In black and white

Have the poor poined from America's
post-1965 medical Dood, and are the old
going to? Conservative Americans said in
1965 that the throwing of money at the
health of the poor would have nil effects.

Instcad. it has had erratically good
ones, In America, this can best be meu-
sured in terms of black and white. In
1960-82 black women's life expectancy
has soared from 65.9 years to 72.8, while
white women's rose from 73110787, A
hlack lady reaching 65 today can expect 10
reach 82.4, by now closer to her white
contemporary's 83,8 than a Glaswegian is
0 a Londoner.

By contrast, black males’ life expectan-
cy (still a low €1.8) rose in 1960-82 by only
approximately the same three years as
white men’s (now 71.4) did. A main

ened by the world drop in infant mortal-
ity, liberal values changed overnight so as
to approve of these two methods of
culling babics. When the haby bulge of
1946 becomes the b5-year-old bulge wf
2011, absorhing cxcessive medical re-
sources just as hreakrhroughs against can-
cer or something may make geriatric
wards fuller still, it is plausible that youn-
ger people may overnight turn liberal
values in favour of culling grandpas—
through “‘caring” euthanasia

The rest of this survey i& therelors
going to be a pre-bulge grandpa’s search
for ways o keep the cost of health care
competitively down,

Needs a price mechanism, and musl not encourage overnospitalisation

The Mernson roval compmusgion, which
wanted Britain's prescription charges to
be abclished i 1979, said it could see no
evidence that charges would “discourage
frivolons usc of the heaith serviee™, and
feared they “pould well discourage pa-
tients from secking help when they really
neaded it This was an nmazing denial of
established statistical facts, equivalent 1o
& Royal Commission on Geography say-
ing il could s¢2 no evidence that the earth

ing for a medical database to have such
information about me if it brought me
betler health care cheoper. Other people
would not, That is one reason we must
have individual choices berween competi-
tive health schemes, not a single NHS.
Because screenings are going o be
important, a good test of a country with
an effective health programme today is
whether it has 160t of the new computed
tomographic (CT) scanners. Until recent-
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You are the grandpa hulge

The number of Americans aged over 65
has grown from £2m in 1200 to 25m today.
It will rea least 55m in 2031, probu:
bly much more. The Amencans who will
be over 65 in 2031 will be the survivor
from the T7Tm Americans born in 194665,
plus over 85-year-olds born before that.

An over-65 American today ahsorhs
about three times as much o health
as any other citizen cxeept 8 newhom
baby. ‘This ratio will rise if expensive ways
are found of countering degenerative dis-
enses. Any such hreakthroughs will keep
more ill old people alive longer. Congres
has been told the Medicare hospital bud-
get for the old looks like reaching a $250
billicn defieit by 1995, but that is not the
date of the real problem. There will be a
pause in the mass creation of mew 65
year-olds in 1997-2010 in countrics which
in 1932-453 were making slump and war
instead of babies. Then there will be af
least 20 vears of new grandpa bulge afier
2011, as the babies born with much Jower
infant mortalitv in and after 1946 arrive
with a rush on the pension rolls.

Since America is spending more than a
tenth of its income on health care even
while the babies of 1946-65 are at peak
carning power, one of two things may
happen if it and cther rich countries do
not reach more cost-effective health-care I

systems hefare 2011, The main dangsr is

pre-symptomatic phase (sec chart in final
article). Bul general health indieators are
now clearly better in countres which scan
often to find early who is ill with what,
even though they are not better n rich
countries with free medicine.

Japan, which provides the world’s hest
health delivery per fewest dollars spent,
has a system based on well-documented
competition between hospituls. The pace-
setters are hospitals run by the big compa-
nics for their workers, families and neigh-
bours. Each ol these proudly boasts of
having better statistics than some rival
hospital in “keeping our workers
healthy™'. which is exactly the right out-
put-aim to have. They have lots of scan-
ners manned by cheap paramedics. Ja-
pan's big companies’ hospitals have some
of the ohjectives originally sought in
California by Health Maintenance Or-
ganisations (IIMOs), to which we will
ramrn.

In praise of drugs
Outside the hospilals Japanese doclors
are competitive small = businessmen,

snmetimes with tiny in-patient climics at-
tached Lo ther houses, and-are allowed (o
sell medicines ata profit. This last shocks
westerners, whn say “the sale of drugsis
everywhere too commercial’', and it is
cleer some Japancse doctors do pallute
their patiznis’ bloodstream with loo many
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was nol made of green cheese,

The Rand Corporation has made a
lzrge and totally scientibe sample study of
Americans with 14 different grades of co-

™ insuramce. 1 found that fumilies which
received free care spent 50% more of
nther people's money than people who
[aced deterrent imtial charges, and it then
checked whether the people thus de-
terred had poorer health over an extend-
ed period. ln general, they didn't. In all
mteponics except two there was no corre-
lation, The exceplions were that [ree

il..l.lllul“i.;ld.l.ll]ll. LR R e e R = e P
iy, Japan had proporticnately twice as
many as America, While America does 10
tumes as many Cl' body scans {(and 3%
times as many head scans) per 1,000
people as the British, who invented the
scanner, Defenders of the NHS say that
distances are sharter in Britain, so that
patients needing (o be scanned can usual-
ly reach a scanner-possessing hospital;
and that it is unethical as well 25 uneon.
nomic 1o scan fit and uncomplaiming peo-
ple for maladies like brain tumours thar
cannol be cured even il discovered m (he
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medicines (they gave lots of people in
Japan' & horrid discase  called  smon
through too much enterovioform, and the
Japaneése have the worst stomach canceér
in the world). Bul, once again, look at the
nise in their expectation of life.

It is new drugs and vaecines that have
brought the greatest and cheapest medi-
cal advances in the past 40 years: elimi-
nating most forms of polio, smallpox-and
soon to abolish children’s diseases like
meesies. The reaction in the west has
been o put burezucralic barriers in the

medical care leads to 2 small improve-
ment in the vision of near-sighted people,
and to shghtly lower blood pressure. in
poor people who are hypertensive. In-
sicad of free cue, suid Rand, “more
targeted programmes, such as screcning
and testing [ people with, high blood
pressure, might save as many lives at far
s ot

e way forward for primary care will
be vie many maore such targeted pro-
grammes and screenings. Tarpersd pro-
grammzs would be helped if nearly svery-
body in future corried  computerised
medical cards, 50 that anybody examining
him could comact a database for his last
cise notes, which admittedly might read:
“This mildly alcoholic old man gencrally
invents some physical illness when he is
depressed by Ims nagging wife o his
nzedlessly dirty house™. [ would be will-

way of new commercial pharmaceuticals,
lest they might harm a minority. Says
Lord Vaizey in his new book on National
Health (sce acknowledgmems on later
page. and for why we make all such initial
references 1o sources d tout court): “A
death rate of one in m for a drug would
cause it to be withdrawn from use. There
are surgical procedures in which a death
rate of 1 in 100 s common and accept-
able. But cigarette smoking is much more
risky than our hypothetical drug. So, if it
were a pharmaceutical, tobacco would
undoubtedly be banned, a5 (probably)
would alcohol™.

A 1983 report by Britain's family doc-
tors or general practitioners (GPs) said
that 90% of perceived episodes of ill-
health in Britain are sensibly dealt with by
the slightly sick people themselves. (M the
remaining oneg tenth, over 9% came to
the family doctors. These then remined
rather over one in 10 of their cases [ie,
just over 1% of all cases of illness) to a
hospital. Together with the 4% or so of all
Brntish people who went to 'hospital di-
rectly, this meant that under 2% of ill
Britons ended up in @ hospital bed. These
few hospitalisad Britons absorb around
two thirds of the costs of the NHS.
Hospitals also absorb two  thirds of
health-care in America

Most people do not go into hospital for
the exhilarating fun of being cut up even
il taxpayers’ money pays for this. “If

Japan and America scan

henrt disehss have dropped By OvVer G Tilth
since these operations really began n
1974, Up to a third of them clearly
increase life expectancy while most of the
other two thirds reduce cardiac pain.

* Follow. to their doctors, American and

British patients called Joe Soap.

America's Joe Soap, under a normal
third-party insurance, can go 1o any doe-
tor be wanis, and sees dulferent doctors
for different problems. For a worrying
possibility like angina, this loe poes
straight to a specialist, which means to a
profit-making businessman who uses the
cardiac surgival unit in a nearby hospilal
as his place for doing business.

If the specialist tells him (possibly righe-
Iy} just to lose weight and stop smoking,
Joe gees to another doctor. Aaron and
Schwartz's brilliant new book (see ac
knowledgments) noles that in several
American staics cardize surgical units
must be closed it they have fewer than 250
operations a year. If the undertaking of
only 249 aperations this year threatens
the existence of this specialist’s mam
place of business, and this Medicare-
covered Joe has come in with indigestion
insisting it'sangina. . .

Yesterday’s mirage

Why Britain's NHS needs competition

http://normanmacrae.ning.com/forum/topics/why-dont-we-search-for- 10-times-more-economical-healthcare

THETE are TWo British Yoo Soaps wir
ied about angina, One is o hod carrier
wholives in Liverpool's piggenes, &ndthe |
other a managing director in Reigate
Liverpudlian Soap goes to the GP yirtual-
ly allotted to his slum, & Pakistanf witha
voluble command of Welsh but unprofi-
cient in Joe's Scouse. Dir Mohammed tells
Jog he will write a leter to one of the few
conzultants whe mught do by-pass ope:
tions (which the consultant will politcly
acknowledge and file); meanwhile here s
a prescription for verapamil. The manag-
ing director's doctor is Georpe at Reigate
goll club. He will be met by initis] lanter
about stopping smoking. but. as Mr Soap
has read some subversive siatistics abow:
by-pass operations in this week's Ihe
Eronomist, he will, ge1 Gearge to teh-
phone @ consultant  (who responds to
George's phone call more readily than to
Dr Mohammed's letrer)

I'he Buitish system leaves the poor man
in his piggery, while the American syst=m
piles everyhody with' third-party insur
ance into hospital with proht to the doc
tor. We had better look now at productiv-
ity in' the' NHS bhospital, "once the
managing director gets there,
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mcentives and dismcentives are to have a
major cfieet on the use of hospital re-
sources™, said the Mermison roval com-
mission ¢n one of its 491 pages which did
secm logical, “then they must be'offercd
ta doctors and not to patients™,

This'is even truer in the United States
where rates of surgery are over Iwice as
high  per bhead as in Dritain, for some
illnesses 20 times as high. This is some-
hmes because Americans are given sur-
gery they do not need, and sometimes
because Bntons are not given surgery

they should get.
Suppose vou have angina

An American with angina pectorisis 10t
20 times more likely to have & coronary
artery by-pass operation than a Briton_ at
10 times the cost. While the cost of a
handful of these operations in Britain is
about $20m-30m a year, the cost for
160,004 patients i America o 1982 was
near e §3 billion. “Ho. ho™, says the
Bntsh hberal, “ Ameéncans’ deaths from
beart trouble are still bigger than many of
their neighbours® ', probably  beecause
surgeons are charging 520,000 a tme (o
poke at their hearts instead of just giving
thern mifedipine and verapamil which
America’s Food and Drug Administra-
tion delayed for far too long. This eanard
no longer works, Amenca's deaths from

Mﬁhmunmlm...

diverted (o give British hospitals as many
CT scanners. kidncy dialysis machines
and some other hfesaving devices as
Amenca'’s hospitals, The disadvantage is
that the whole NHS would then be
stopped by a strike,

Only around £17m of the £1 billion
spent annually on British bospitals’ laun
dry, catéring and cleaning services is
eontracted out o comperitive  private
tender, Says Vaizey in his latest book (see

|  acnowledgments) “the  proportion
shonld he well over halt™ When Mrs
= Thaicher's budget controllers called for a
1% increase in produetivity. from the
| NHS, in an industry where differences in
productivity belween units are amazing,

Althouph Liverpudhbans may not appreci-
ate it, the last article contained some
praise ul Britains NHS. Nearly hall of
Britain’s doctors are in the highly produc-
tive GP seetor (while fewer than a fifth of
Amernica’s doctors are); and British GPs
iry to restrict expensive hospital eniries,
although by & method that is socially
unfair. A main test should be whether in
the hospital sector the NHS (which is now
the largest employer in Europe) has put
produectivity up. Look dat the figures

Britain today has fewer hospital beds
than when the NHS started in 1948, but it
stuffs them with nearly twice gs many
WOrKers,

Half of British hospital beds arc in
butldings erected before the (wentieth
century. In 1970 more cases of food
poisoning originated in British hospitals
than in all the cafes of the country. No
cases of food poisoning were ereated in
Amencan hospital kitchens that year {see
acknowledgments for Goodman in
Seldon).

Many British doctors come out of hos-
pital wards without any idea of the rela-
live costs of the allernative treatments
they have just prescribed—which is ad-
mitiedly better than the ncentive for
Amencan doctors to preseribe the most
expensive ones. British hospitals have far
less equipment than American hospitals,

ing tn individual and loeal circumstances,
some wapes and salaries might rise amd
others might fall, but in every casc the
emphasis would be upon higher productivi-
ty, betier pay and fewer pecple In non-
essential roles.

This is not British political crthodoxy, but
it is sound econpmics and compassion.

Consultants’ fendal rule

Successive British governments have
songht radically to reform the administra-
tive structare of the NHS. Unfortunately,
in a service which peeds more competi-
tion from the bottom up, they keep on
fiddling with mechanisms 10 pass more
orders from the top down. When the
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.- . Cheap American ambulances save your life
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but wse 1t for fewer hows. A currenl
scandal (probably eventually to be over
corrected) is that many Brilons needing
kidney dialysis are left to die, because of
lack of machincs which in America have
been lent during the daytime to animals at
Washington zoo. American  patients
needing ' special | machines' lead nomal
working lives in office hours, and come 1o
use hospital machinés in. the evening,
which is when trade-uniomsed workers in
some (not all) British Rhospitals have shut
shop and gone honie.

Ambulances or taxis?

If you have ‘a heart attack when reading
thisin an American suburb or city, v
are likely to see a doclor Laster then i1
British suburb or city—going there in m
Amercan’ ambulance which is really a
“mobile emergency treatment cenftre”,
where the paramedic keeps in radio con-
tact with a doctoi about your emergency
casc. Yet America’s ambulance costs are
a fraction’'of Brituin's bécause mure thim
90% of Dritish ambulance trips are really
a free taxi ride. If non-cmergency patients
hiad to pay the full Gosts of an ambulance
ride (and therefore went' by taxi). sug-
gests America’s Professor Tohn Goodman
(see acknowledgments), around Y3% of
Britain's ambulance drivers could be
made redundant. Their wages could be

such simple surgery as varicose veins.
Instead of recruiting the new non-medical
managers to order resentful doctors
about, it would be much hetter to set
targets for each hospital ("an increased
number of hernia operations next month
to reduce waiting time™) and allow doc-
tors (o share in the bonuses (equivalent o
stock options) if the targets were
achieved. But the NHS is not geared o
such “volgar commercislism™,

Yes, bui . . .

The embarrassment of the commentator
who retails these roderics is thal many
NHS workers are the salt of the earth. Ax
we leave Brtish hospitals, let us take
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PIUUUCUYIY DETWEEH UILTS AT amazing,
and during o year when productiviry in

UTOCTs ITOm e Op oown. Wwoen inc
government tricd to tempt the excess of

British manufacturing industry had risen {"hospital administrators to retire by offer-

by 6%, some hospitals made what they
walled this 1% “cut™ by reducing hospital
beds and increasing waiting lists, while
keeping the same staff—ie, by putting
productivity further down. Although
Enfish hospitals operate under cash lim-
its, Veizey is right to say they “do not
have budgets in the commercial sense.
Resources—doctors, other staff—are al-
Incated 1o them. These respurces are felt
to be inadequate. The pressure therefore
is 1o zcquire more staff, not to fit expendi-
Lure lo income™.

The pressure on hospital workers is
then to become militant trade unionises.
They have no career structure outside the
INIIS; they have only this monopoly em-
ployer, which itsell thinks it should be
dllowed to spend more as a religious rite.
This has happened in an indostry whera
militant trade poronism must eventually
lose itsclf votes. Many hospitals exploit
their willing saints with high hours and
low pay, to finance the jobs of people
who wounld have been slimmed off in a
commercial organisation two decades
agn. Veirey rightly saysit is

cssential to challenge the idea of national

scales of wages and salaries. I there were,

sy, some 7,000 units of bealth care—hospi-
tak and health centres—negotiating aceord-

ing large redundancy payments, the ad-
ministrators  gratefully  accepted -and
spme moved sideways into each other's
jobs. This time an expert from Sains-
bury’s has recornmended a supremo for
the NIIS, and a generally non-medical—
ie, bureaueratic —manager in each unit
‘The consultants (senior doctors) fear this
might disrupt their power, and the junior
doctors hope it will.

A hospital doctor is supposed 10 be-
come a consultant at the age of about 37,
and can expect to remain one for 25
years. Since there are about 2§ times as
many people aged 37-65 os there ore
peaple aged 25-17, a balanced profession
would have 2] times as many consultants
as junior doctors, The consultants’ inter-
€5t is to try to keep proportions the other
way round; there is then less competition
for lucrative privale consulling lees, and
hospitals can have a large army of ill-paid
junior doctors who can ke overworked
doing boring chores at all hours.

It is mot right to say that Britain gets
Japan's advantages from paramedics by
setting this mass of ill-paid junior doctors
{many from India and Africa) 10 do
roufine work. There s no machinery to
equate supply to market demand, such as
by letting specially trained rechmicians do

W ICave DIINEND nospitals, T Us aic
their savour with threc quotes, to each of
which one wants to add “Yes, but™.

After the novelist Mr David Hart had
suggested it was time (o sell off the NHE,
an indignant M1 Bnian Cummins wrote to
The Times:

I am a caonsultant naurnsurgean with same
private procrice. Afrer six years' university,
my posteraduate education lasted 12 years,
when my service commmitment o the NHS
averaged 55 hours a week. My training, by
surgeons of the highest skill, mark: me
competent o pesform some of the most
complex operations in surgery. As a consul:
tant I work at lzast 60 hours each week for
the NHS, and so do my colleagues. T am paid
for 35 hours. My salary s about 25000
gross, which | consider good money. Im 1952
I pemonaliy perlormed for the NHS over 200
major brain and spinal operations. In private
practice this would have eamed me at least
E100, 000, cheap by international standards.
I saw several hundred paticots, and attended
many committee meetings . . . God help
the party Mr Harl advises,

From an even greater bheight the presi-
dent of the Roval College of Surgeons
teld the Daily Telegraph last November
that the increase in Brtain's bills for high-
technology surgery would no doubt be
very comsiderable, but medicine should
not be considered in economic terms. It
was more akin to art or music, things

which yielded little tangible financial re-
turn but without which no socicty could
consider itself civilised. The NHS ought
to be the envy of the world and provide
the best tremiment available in the doe-
tors’ opiuon, Clinical judgment, he in-
sisted, should not be fettered by any
finuncial restraint.

When a highly educated man says his
colleagues should run a large and rising
propartion of gross national product as if

1l were art or music, an econamist reaches
for cost-benefit analyses. One remembers
Professor Dennis Lees’s angry finding:

The British health industry exists for its own
sake, in the interest of the producer groups
ther make it up. The welfare of patients i3 a
random by-product, depending on how con-
flicts betwezen the groups, and between them
and government, happen to shake down at
any particular Lime

Yes, but

Remedies and the reverse.

The cures are now fairly clear, but most politicians and doctors hata them

Enter everv reformer’s great white hope.
In America ong answer to containment of
hospital costs may have emerged. Amer-
can patients who enrol in Health Mainte-
nance Orgamsations (HMOs) use hosp-
1ais 25-40% less than those with ordinary
insurance.

You enrol in an HMO by pre-paying it
1o look after your health care in the
period ahead. While a fee-for-service
doctor makes most money if he treats you
in the most expensive possible way after
you have become ill, doctors who are
partners in HMOs will have more profits
to share between themselves if they treat
you in the cheapest possible way consis-

taant swnih Faamines cous haalthe ameoaodh e

cans joined HMOs, despite legislation in
the 1970k that was meant (0 encourage
them? Thre¢e main reasons.

First, patienis and doctors both prefer
$465 rather than 5282 of other peogple’s
maney 1o be spent on, by and 1o them. If
vourr HMO doctor spends $10 more an
some frill which the computer printout
says other doctors in the HMO have
found to be unnecessary, he is lold o
desist. This i= exactly the right way to run
a cost-effecrive medical system, but the
patients liked a third party to pay tor that
frill, and the doctor thinks “clinical free-
dom™ should permit him to preseribe and
profit from it.
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| started by talking to experts in this field
of which | knew nothing, but rudely
because even on facts thay
said such different things. | then buried
mysell under a mountaln of books and
papers In London and from Washington.
| was scon hooked on Professor Alain
Enthoven's "Health Plan” (Addson-
Viaslay), though surprised lhal he is
lite 1o DRGs. | have pinched copiously
g?}m two published gmkﬂ'ﬂﬁ studias
(“The Painful Prescription'’ by Henry
Agron and William Schwartz, " HMOs as
Federal Policy” by Lawrence Brown),
and used Brookings and Rand as main
infonmation sources for whal else in
America o read. A goldmine was the
debhate on Medicare this February be-
fore the house of representatives’ ways
and means committee.

In Britain, the text makes acknowledg-
menits 0 "The Public-privale Mix lor
Health”, edited by Gordon Mclachlan
and Alan Maynard (Muffield Provincal
Heospitals Trust); and “The Economics
of Medical Care’’, ediled by M. M
Hauser (University of York Studies in
economics). | have followed through o
olher works by lhe same siabies, From
the anti-establishment sida Martin Rob-
erfson kindly sent me a pre-publication
prood of their new “National Health” by
John Vaizey, and | had earfier read ' Tre |
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tent wilth keeping vou healthy enough to
want {o choose to enrcl with them again
next year,

Economists have drooled over the sue-
cess of some HMOs, ever since the Kuiser
organisation  in - Califormia  pioneered
them, For example, the Group Health
Association of Washihgton, DC, was
charging an average $282 per member per
year in 1976, and clearly maintained its
members” heclth better m subsequent
years than did those levying the average
465 Medicaid fee-for-service hill thar
year., As Amencan health expenditure
has trebled sinee 1976, multiply each
figure by about three now, bul expect the
HMOs" paticnts to be healthicr in cight
yeurs' time, and their care to have oost
less. Why then bave only 4% of Amen-

HMOs wani to stop you being 1|
I",' \ "' o

care, Medieaid, emplover or tax laws—
woulil be the same whichever plan it
chooses. The subsidy might be more for
poar than for non-poor, for old than for
voung, for families than for individuals,
but not mere for people who choose more
expensive health plans. The family that
chooses & more eostly plan would pay the
exbra cost el

However, under Enthoven, one of the
requirements. for being accepted as a
qualifying plan is that insurers would have
“1o charpe the same premioms for the
seme benefils to all persons in the same

demographic cetegory, such as adults
aged 45 1o /5™,

How competition could work

Suppuse that the average HMO m Ameni-
ca could make money if it offered full
HMO care to young adulrs at $28(00 a vear
and to over-05s at 32,500 a year, Then,
under Enthoven, governments would
hive Lo sez thatl each old person could
afford $2,500 a year for health care,
Mayhe—this is my preference—an old
persun could buy §32,500-worth of health
stamps from the government from pre-tax
income nt cost or ar one fenth of income,
whichever was less; everybody in Amen-
ca could then be essurcd of full health
curg for 10% of income, with incentives
for cost coptainment and competition
hoih in place.

The key is Enthoven

Second, the pattern of America’s medical

care is distorted hy it tax svstem, To

quote Enthoven [see acknowledgments)
If vour emplover contibutes §1,200 to your
health-insurance premiums, that amount is
wx-frec pay. If, instead, the employer pays
yom £1 200 in cash and tells you to po out
and buy your own insurance, you and the
emplayer mutt lirst pav a total of roughly
$300 to 5600 in federal and state income
taxes and social sécunity faxes on the

£1,200,

This means thet most American health
msuranece is done through employers, and
health-insurance schemes are packaged
o be bargains for them, not for the
patignts. 16 a mearby HMO charges $1,2060
per enrolled member a year, it is casy o
tailor an insurance scheme which will cost
an emplover $1,100 per worker a year—
by (eg) loading more deductibles and en-
insurance anto the part for which the
employes pavs himself,

Third, the risk of “adverse selection™.
When congress offered loans for the cs-
tablishment of HMOs in the 1970s, it said
a bormower must agree o a period each
year in which it would “accept, up to
capacity, individuals in the order in which
they apply for enrclment”. This was a
requirement that aided HMOs should
kindly agree to go bust. When HMOs are
the only fully comprehensive health-care

before of what any government has al-
wavs done worst—namely, try to fix the
price of everything. Ever since President
Nixon i 1971, the federal government
and the congress and the sillier stares
have been introducing various contrals o
trv to hold health-care prices down. Most
have so far resulted in sending prices and
distortions {aster lurther up.

How DRGs will fall

Consider the distortions likely from Mr
Reagan's new price-control system based
on 467 diagnostic-related groups devised
by a computer at Yale. The idea is that
Medicare and some other insurance sys-
tems will pay the same for each patient
within a particular DRG, however long or
short his stay in hospital.

Henceforth, if an American s ratler
mildly ill, bur within a DRG that is
proftable, te bospita will have an incen-
tive unnecessasily to admit him, prefesa-
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Litmus Papers. A Mational Health D
service’, adited by the |[EA's redoubt- |
able Arthur Sekdon bul published by the
Centra For Policy Studies. | followed
Spldon's 24 polomicists to some of thalr
olher writings, and can ses why "‘Nation-
al Health Care In Greal Britain'', by the
University of Dallas’s Professor John
Goodman {published by the Fishear Inst-
tule) n}.ﬂke& British hn:?s;eamm S0
cross. | read e icial repodds to
realise that heaith ih;urus published by
different governments are differently
based and often wronga. | fear | will have
repeated some of officialdom's inaccu-
racies here, but had the advartage that!
could attempl cross-checking without
baing beholden (0 any pressure group, |
was hormfied to find how many pressure

groups exis! \

organisations in their area, anyhody who
is told he will need expensive surgery next
Tuesdoy will logically want 1o join &n
HMO next Monday.

By far the most sensible health propos-
als in America have been those pul for-
ward by Professor Alain Enthoven of
Stanford University. The essence of his
scheme is that “Once a year, each tamily
(or individual] would have the opporuni-
ty to enrol for the coming year in any of
the qualifying health plans operating in i
area. The amount of financial help cach
family pets towands the purchase of s
health plan membership—from Medi-

Enthoven’s sort of competition should be
introduced. The technology and classifi-
cations and available treatments in health
care are changing all the ume. In immu-
nological diagnosrics alone, knowledge is
doubling every other year. This DRG
system is going to impede and distort
changes in the most ridiculous ways.

It was therefore o be feared that the
DRG system would attract some enthusi-
asm among Mrs Thatcher’s advisers,

Britain for DRGs?

Lurd Vaizey seemed to be reaching fora
continental Curopean version of the
DRG system for Britain in his recent
beok (see  acknowledgments). He
thought that the  taxpayer-via-NHS
shauld remain the main source of finance
{or “{unding agency™) for health care in
Britain, but rightly wanted to introduce
some competition with the NHS. Unfor-
tunately, he went on:

By far the simplest way 10 do this is for the
funding agency to pay a unit per ftem of
eervice. Thus if a hospital were taken as the
unit, then its income could be x appendec-
tomics, y normal hirths and so on, until the
payments retrospectively eovered the eosts.
This is the French and Gemman svstem, and
i requires a standard oost per unit of
treatment, with a {all-back for exceptional
cases.

Lord Vaizey rightly thinks it an advantage
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In Britam it should be possible to buy
the basic stamps for around 6% of in-
come, and to sav thed access to the NHS
was one of the opliohs buyable with those
stemps. Sce next article.

In America, small experiments have
soggested that an Enthoven system would
push far more people than now into cost-
contaning HMOs, o1 new vaniants of
them; but there would also be custom for
innovative schemes offering a different
mix from both HIMOs and present Medi-
care. One positive choice among the old
would be for betier cover of eventual
need 1o move long-term into a nursing
home. If anybody opted for a scheme
which savs “you will not have so much
medicament pamped in, at such enor-
mans cost, when Two competent doctors

aim that you are clearly dyving", then
eould have better frills.

I believe thal some version of the
Enthoven plan, with tfimmings, is going
i be the sensible health-eare policy for
every country, and will argue in the next
article why it should be especially easy for
a country with an existing NHS system,
like Britain, to pioncer the right way
farward. Unfortunatcly, [ believe that
America, Britain and most other coun-
trics will sct themselves in the immediate
future on the wrong road back,

The trend in health care in America 15
for the government 1o do more than ever

than the West Germans and Franch have
dong. Because of Europe's interest-
group-bargaining sycophancy, Britain
would be likely Lo set L just as badly.

Although West Germans have a
twice-yearly meeting of bargainers and
burcaucrats to set their fees-for-service
under a regularly amended and bureau-
cratic cost-control law (called a Kranken-
versicher-ungskostendampfungsergin-
fungsgesetz—vyes, honestly), and al-
though the French run the same sysiem
more tersely, a doctor’s earmings in
France are T times the averape worker's
wage, a West German doctor’s & times it,
an American doctor’s 34 times it, a British
doctor’s 24 times it

This is largelv because every French-
man and German involved in this har-
gaining, and every medical journalist and
propagandist writing about it, wants to
use other people's msurance money Lo
please the distinguished constitugncy with
whom he is in daily contact. Similarly
many British medical journalists and aca-
demics and burcaucrats have codwal-
lopped Britons to believe thar Britain's
medical care 15 more humane and sgali-
tarian than other countries’, which for
twn clecades it hasn®t heen,

In America, nobody says that doctors
are mot gerting sufficient money, I is
probable that Amencan bargaiming about
DRGs will go the other way from conti-

m..rnﬁ‘um unprofitable DRG

bly for lots of short re-admissions. [T he is
very ill within the same DRG, and thus
will require more treastment than the
DRG average, and unless he looks hikely
profitably to die in the corridor just past
the admission room, then ull hespitals will
hope he goes to another one; or, if he
must come 10 them, be quickly dumped
on vulpabient care or on some non-medi-
cal nursing home,

If be has a transutheral resection of the
prostate gland, his classificauon for “fre-
quency of urination” under DRG 306
would bring the hospital 3290 more than
his detailed classification for *“hypertro-
phy of the prostate” under DRG 336
Harvard is taking the piss out of Yale by
forecasting its computer will record more
DRGs 3.

If price controls are ever justified, it is
only in conditions of cxtremc physical
shortage. This DRG system is being im-
plemented when America has too many
doctors, 00 many hospital beds and is
closing some surplus hospitals down. The
present is classically a time when Mr

tually these two, plus megavoltage radio-
therapy for cancer, are three of the very
few treatments which are earried on in
Britain up to the degree that American
physicians consider optimal, precisely be-
CAUSE INNUMETATE NEWSPAPET Campaigns
can be raised about them.

The three main sorts of undertreatment
in Brtain are: (a) anything new, bul
unspecific enough not to have a lobby,
such as toial parenteral nuirition (TPMN,
the lile-saving ntravenous  solubions

The way ahead

The system to vote for

It is only within the lifetunes of most
people dying today that politicians have
been brough inte the business of health
care. and have therefors begun to tell
today’s cxtraordinary lics aboat it. When
2Um peuple died in the inlluenza pandem-
ic of 1918-19 their deaths were accepted
hy their surviving familes with religious
fortitude, and nobody criticised the gov-
ernments of the countries that the pan-
demic hit worst. Since sensillle measures
can aid prevention, this was under-reac-
tion, bur now there is suddenly fanatical
polibical fetishism the other way. The
grubbiest sort of politician today is one
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of his pmﬁu&&l i'rstcm that each NHS
hospital or other

badgetary unit should be autonomous and
should bave an incentive to economise as
much as possible in its administration. If
payment were per unit of service, it would
be perfectly possible w include privare
payment in the system sinee if fx were
allowed for a hip operation, for example,
then 10% conld be added for a2 private
operaticn and Wy for unmediacy, Morge-
over, theie i3 no reason why the standasd
cost per item should not be paid 1o private
hospitals and clinies; in fact, if every hospi-
tal and clinic were sutonomous, the distine-
tion would virtually disappear.

Operating on broadly. these lines, the
French and West German medical sys-
tems can justly claim (see Rodwin and
Lacronique in McLachlan and Maynard
cited in acknowledgments) to have “led
t0 B dynamic proprietary medical sector,
the growth and modernisation of public
hospitals; and 2 flood of new doetors™.

Unfortunately—Mis Thaicher should
look at table 1 in the first article—they
have done this by costing twice as much as
Biitain's NHS does, and West Germans
still die earlier.

Lord Vaizey recognises that everything
m his system would depend on whether
the British set the “'price per unit’”
{broadly what Americans are now to call
“cost per DRG") more economically

which are administered four times mon
frequently in America than in Dritain),
(b) anything dingnostic —the British earry
out only hallas many X-rays per person
as the Americans, and use only half 2
miich film each time, though this is partly
an example of American waste; and (g
pain-relieving operations on the inaricy-
late old, whom Brilish surgeuns sy are
“anyway a bit crumbly”. Now, in the
Lnited States, where 60-80%. of crumbly
uld people vole. . .

axis they charted the extra cost of feder
“death prevention” programmes, along
the x uxis they plotted medical spending
averted and lives apparently saved iz
terms of future dollar eaming power (50
as o show the saving of young hves =
more valuable than decrepit ones). Th:
grentest profit sprang from propagands
urging people to wear scatbelts in car;
the biggest waste came from tests which
allowed the exclamation in one case ool
of a million “Ha, you've cancer of the
rectum or head or neck and therefore will
now die”. The recommendation was 10
stap the programmes above the third kink
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PP
nental Europe's. Prices will be kept
down, and rationing begin.

American politicians rum lor cover
On the hustings, neither Mr Mondale nor
Mr Keagan is going 10 sound enamoured
with anything like the Enthoven version
of health-care reform. One of Mr Mon
dale’s supporters inveighs against “the
kinds of so-called eompetitive plans that
offer cish rebates which may provide a
perverse financial incentive for senior
citizens on fixed incomes not o seek
treatment for essential health-care
needs”, One of Mr Reagan's supporters
explains more honestly “some 60-80% of
the older people vote, while only 20-50%
of the young do. The old like: existng
Medicare, and they asume DRGs will
make it cheaper, further reducing the eo-
payments that can' fall on them, Why
should we terrify them with complicated
new schemes which, . . 7

Yet, when ratioming by gueve does
start in Americe, there will be an outery
against it. Even in Britain the many
shortfalls in the NHS have not been at all
those got up by the préss. Asron and
Schwartz (see acknowlcdgments) were
intrigued that two of the most commaon
newspaper accusations against M
Thatcher were that she is robbing chil-
dren of bone marrow transplants and of
cloting factors (o treal haemophilia, Ac

T e

'Fhu preventionin 1918

ing citizens (o keep their lingernails clean.
But Japan's and Singapore's efficiency in
health delivery owes much to the fact that
afflluenl Asians are more nagpable about
things like their body weight than most
westerners except mad jo . Many
more cost analyses like those in the chart
are needed, and gavernments should per-
suade everybody 1o measure all the lime
whether hie is likely to get a heart attack.
Sensible policies of this kind would
save many milbon more lives than resort
to the most perfect system of financing
health care, but this survey has made
clear which financing system it would
like. The advance should be to variants of

UL R e Gy e
who pretends that doctors will be made
alchemists if he (the politician) is allowed
miich more monopaly power to pour out
taxpayers' mopey for them, The neces-
sary first political stcp towards more cost-
elfective heialth is that fewer people
should ever vete for such a man.

Second, any refarming governmeant to-
day should inwoduce politically uopopu-
lar cost-benefit analyses into guite cheap
public health programmes. In the esarly
1970s some brave Washington cost ana-
lysts devised the chart helow. Ulp the ¥

R A A N AL LA P LR SR A
i the curve (above breost cancer) and
devote the money saved to preventive
pragrammes helow that. 1t was efter this
Unat most countries eventuzlly miroducd
what had been called “politicallv impos
sible”™ legislation pinioming people in their
car seats, The devisers of the chant de-
served the Nobel Prize for medieinz, but
got brickbats instead.

This survey has not suggested that
America’s health minisier, even though
she is called Ms [Heckler, should go as far
a5 the Singapore anthorities do in exhort-

—— ———
Chart 1 Caolowt=recum cAnGSd E‘E.
Haad and] neck Cances
Daath f [irwee beencs ity
preVEﬂt I'Dn Tubeiculosis
programmes Al 3«
Luny cancer g
o, Cardcal cancer | i
p el e £ 3.9
Algonchicdriver 5
. Arthnius SERLL L 100
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Discounted liletme sarnings saved ($bn)

French people use one third of France's
medical scrvices, and another 12% use
another third, while 50% of the popula-
tion use only 3% of the whole, The 15%
of the population who take two rhirds of
French health care are a ragbap of crum-
blingly sick and foolishly hypochondriac
or irresponsible {eg, far, drunk) people,
mastly the crumblers.

If & country like Britain went over to an
Enthoven plan, an NHS would initizlly be
running a lot of the competing units of
health-care providers, and all of the 15%
of excess users would have an opportunity
10 belong to one. This concentration of ill
customers would keep up the losses of the
NHS providers, while private health
plan: would make money o of any
patients who volunlanly transferred 1o
them. Never mind.

The authorities would then have the
data required to raise the annual vouchers
given to those “'had risk” categories (plus
charges om the hypochondriacs and irre-
sponsible), towards the point where the
NHS plans broke cven. As soon as it
raged any category’s payment too high,
private health plans would find it profit-
ahle to woo away that catepory’s custom.
The woomng away would mean that very
ill people were getting better and cheaper
treatment than that provided for them
under the NHS,

If nobhodv was wooed awav before the
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the arpument that it would cause political
and professional embarrassment, which is
why it will not be implemented. There is
therefore a temptation to stop there. For
iust three more paragraphs, the tempta-
Lion will be resisted.

Best hay
Anybody who has read the data so far can
ponder whar would be the “bhest. buy"
plaii—the one he or she would like to
join. My preference would be an HMO
which—beside annual prepayment fee-
charged modestly for each wisit to the
doctor. That would kecp out the trivial
users who might otherwize pinch too
much of my prepayment money. This
HMO wonld give regular access 1o scan-
nets. It would not actually force me o
play squash, but it could put up next
year's prepayment fees to, eg, those who
liad got fatter. If its studies showed that
old people living without central heating
were 4 category il wanted to avoid, this
would confirm that lack of such heating 12
a health problem

It would uwse computerised medical
cards which were embarrassingly frank,
frightening away the expensive idiots who
object to a database konowing if they
smoke too much. Tt would use lots of
paramedics; and make large profits for its
partoers so that brilliant younp doctors
alwavs wanted to ioin it. It would not
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the Enthoven plan, with vouchers giving  NHS schemes reached balance, then al-  isell be 4 partner in a hospital, but i
to each citizen 2 sufficient fixed sum of most everything written in this survey has  would pay a range of hospitals where it
money for anybody in his ape-health  been tosh, and the NHS really is the bost i pationts in and could charge them
category to buy an adequate health plan  system for the needs of Botam's sick extra for a hospital stay 1f they wanied

from meny types of competing health- people. Which would be surprising. privacy or perhaps a choice of surgeons.
care providers. There is no arpument on grounds of If it cid not atrract sufficient eustomers,

cost, efficiency or compassion against the as nedical opportunities changed, it
Sacialism makes Enthoven easier reform suggested Jhove. There is merely  would go bust.

1t ought to be particulaily easy to advance
from a socialist system like Britain's NHS =~ W's being so independent that has kept me 5o healthy
inlo an Entlioven plan. The big problem
is 1o know what value of voucher to give
o different categories (eg. w0 an old
persen rather than a young one. to a
woman rather than a man), in_order o
perivade private-enterprise HMOs and
similar competitive private  insurance
plans to come into being.

The larcst rescerch suggests the whole
problem might be eased because such a
very small portion of the public absorbs
so much of each nation®s health costs. The
University of California has said that
0.4% of people in its Blue Cross plan
account for 21% of the expendilures.
Another American study has suggested
thiat 1% of Amencans absorbed 17% of
American health costs just before Medi-
care in 1963, bt may absorb 30% now. A
more conservative French study (see
Lévy in Hauser in acknowledgments)—
which 1 will use here although the more
starthng Amenican figures would fit my
argumcnt even better—says that 3% of
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July 5, 1948
.

MNexr week there comes into force in this cory fe
comprehensive social seeurity scheme that the world s
Any ane of its four parts is = major administeztive Tk
national insurance ‘irmially the whale pepulatie &
apainsr the normal hazards of Tife by indusreizl infies ni
the whole whrking population: is covered spaint %30
disease atrributable o their employment ; by natioe! &
the old poor law is finally brokén up rq..d R e
guaranteed by the State to every person who cin
by the nationsl health service all medical, hospitz), dea
ancillary services are to be available, free, wﬂ-tm]l
and child in the land. L

When, just over a year ago, July 5. 1943, was delinds
the appointed day for these [owr measures, the dola il
at hand, and Mr Dalton was shortly to announcy e e
mmport programime.  Bur if the announcemenr of the din s
unpropitious then, how much more =0 does e dae
now—wirth  the warsening of Brigain's rerms of md
the heavy hlowr dealy ar  irs  whole econemy By
dock strike, Tr is possible ro arpue thar the wore @ o
economic position, the more necessary a scheme o scial 6
10 lock efter the unemployed. It is fnshnnbl- vl
in any case, social security places no new burden on fhe 1
income, but merely redisiributes it Mr Bevan i o
of argumng that the shorter the CULI]ITI)’ 5 supply of Coory &
and hospital beds, the moze necessary 1s a natons hel
m em-.uxc thal they go 1w tlr:-sa: whio need theenm megt 38

behwe that socinl security m:ad not te worked for gz .’__._
no abstention from mnbumpnun. Az for the bealh e
hes vnly to Jook at the daily advertisements of poss o &l
in it to see what & heavy additional burden its orgmesal
i3 placing on the coUntry’s manpower.
‘I'he Beveridge Ieport caprared the imagination of it o
by the simplicity of itz aim—ithe abalition of mmr_
apreared when the people were unired by war and Wit g '_“
as never hefore, ta win it The social security schere 3H8
bazed on the report, is lmnched in far less guspicinG
stances ; vef the very difficildes of the time make i 1 i
people’s will o wark and ahll‘t‘j" 0 practise s:]f-dm;, Tis
are forthcoming, the scheme is large enough and sold e
aronge the admirarion and envy of othar dﬂ'um:mr: s, Tiwil
do sn if it becomies merely one more lahility of &

pensioned nation.
* E E
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dbusing the Health Service

- Anew barrier has come between the health services and those
i aced them, Before July sth the barrier was money. It is
g the clims made on the services by those who do not really
&l them but are determined to get something in return for the
¢ inurance contriburion they pay each week—ignoring the
& ha: the insurance contribution would have to be paid
Belher there was a health service or not. Mr. Bevan’s recogni-
mtut the health service is being abused in this way, as shown
s address las: week to the Association of the Executive Coun-
& i very welcome, for the popularity of the health service,
8 ich an inauspicious gestation period, might have blinded
op (12 danger of its becoming too popular.

0 certain extent the abuses are the fault of the pmfc“inm
pemed—of the doctor who prescribes unnecessarily in crder
1 lose a patient, of the optician who supplies spectacles
Beessarily in order to make more money. Buc in the main the
iz comes from the public. The man who bought a new pair
Uiesacics before July sth and now demands a free pair from
B jaalta service to keep as a spare is guilty of further delaying
R im¢ when a person who genuinely needs spectacles can get
#. The woman who treats her doctor’s consulting room as
tatre 7 grocer’s shop and says “T want a certificate for corsets,
‘.emﬁ:a*c for spxtacles and 2 bottle for my indigestion” is
Bz the pracrice of medicine 1o a farce.

keers could cap stories like these a hundred times over.
e :fect of such abuses is not only to waste the resources of the
Bt services to the hurt of those who really need them and
bver the general standard of medicine. It also adds consider-
B 10 the cost of the health service. The estimated cost of the
#aipions dispensed in England and Wales in the first month
lis0000. This, it should be emphasised, was both 2 sumrm:r
t hoiiday m:mth the cost in the season of illnesses will be
higher, It may well bz that the original estimate of
fi450000 for the period July sth-March 31st will have 1o be
: Clcarh the intreduction of the health service has
kel an unfnrr:wahlc amount 0 the already high cost of the

"Abusing the Health Service.”

Economist [London, England] 16 Oct. 1948: 621.
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1‘-}?4 THE ECONOMIST, Drcember 15, 1

yrui

v Paying fof 'Sic.kness.

-

UMOURS have been rife abour the cost of the national  Dewtal Journal of November 1o that the cost of the de
bealth Service almost [rom the day iv was introduced,  service was then ronning st the rate of 28 million in ¢

bur very litde hard information has been available 'on the year, which would be a rate of f2r million for nine mon
extent 10 which the estimates were being exceeded- thot they  Mr Bevan's decisien to cut the top off dentists” earnings shod
were being exceeded was accepted as a matter of course.  Last  reduce the cost to a certain extent, but it is difficult o &
week, however, in a parliamentary answer, the Minisrer of  how ‘paymenrs thar are‘based on frems of reearmenr perfa
Health gave the sctual amounts that had been spent from  can be anything but heavy. Une néed not suggest cynicalf
public funds, excluding the smount spent by local health  rthat digging holes and filling them up agzin is the classic meh
guthoritics un their services, vm the five main branches of  of making empivyment,  The fact 15 that there » 1 ey
the health service in irs first five months, and the figures are  unsatisfied demand for treatment, which dentists are name
reproduced below. together with the original estimates for trying to meet. If the fees for each item of trea'ment m

the nine months, July 5, 1948, to March 31, 1040, greatly reduced, it will only lead 10 the danger that dentisy
000 ; will work excessively long hoties to earn moere money

i 3 . Spent The troth is that the ideal method of paying the practitioney

Pelimase - Juiv Bt jn'a frec health scrvice has yer to be found. Payment oy

Hospitals ..... R I T TG ‘EB,.NK} salary 15 hard on the panent, for it denies him free choix

Ceneral medical services. . 27,500 7,983 of doctor or dentist—doctors paid the same amount will tond

amuceitca ks 1o 0388 g do the same amount of work ; the hck of i
Ophthabnic serviees o000 1L Lol 2'080 4008 salaried service also discourages rhe best people from enteri
* Englind and Wiles onlv, it.  Pavmient bv items of service is hard on the tzxmave
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= ERgland and Wales ohiy ir.

It should be pomiied onr char the amounts actually spent
do nol pepresent the fofal liabilitics jncorred motus peried.

working of the health service: thar the general practitivner
have spme cavze for their compliints thar they are vindespaid ;
that the cost of prescribing sccoids roughly with the estimate ;
and thar the dentists and apticians zrs deing extremely well,

General pracritioness are psid a capiiation fes [or esch 10 the dental service ?

patient an their Lisl and a mileage payment for visiting § there X
15 also @ spevial inducement fund Tor doctors in under-doctored Therz remains the hospital service, which accounts for wal

of sparsely populaled areas, and a baac salary of L300 & yeds,  ooer half the mel cost of the health service.

for which any practitioner can apply. in the firsr instance to the oo by Mr Bevan for the cost of the hospimls in the frst
local executive council and, if rejected, on appeal o the 1‘:.-'[1:..151':1_’. five months does nor seem unduly hipls It would give
This kasiz saliry has to be paid nus of the peal allotted to 2ash 07 of £104,400,000 i the nine months, which is actualy

execunive council for payment of the capimtion fees o the 54 tdow the cstimsie.  But the budgets of

r!lncmrs in their arca.  Doctors wha recaive it arc given 7 capita- hospital buards for the yedar 1949-55 give a less davousabl
tion fee one-seventh less than the normal rate. Nevertheless, pictare.  They estimate a fotal gross expenditure, including
its elfect s o subsidise the less sucecsslul doctors gt the eXpenss  conira] expendimree, of £157,680.000  This compares with
of their colleagues. This charge on the pool, regether with g0 Mmmn}r of Health's estimate for the regional - boacds
the fact rhat the frst insalment of the sam allocated 1o the expenditure only—thar s, cxcluding the feaching hospasld
executive eouncils was less than it should have heen, the B e e {,'129,414ij i

S e e gry - o ;
Miniscry prefercing ro sertls upy any deficiency a1 the-end of  lmalated on an anonal hasis.

the year rather than to overpay to hegin with, has beer the In fact, it is por so much the. cost of the -hospital services
caus: of much discontent, The £8.000,000 shuwn #s spent g presant thar ceuses ansiety as the mounnting cost from e
in the first five wonlhs really represents the payment of the 1 year gy plans for expansinn are framed and put inm e
first thru:.:_: maonths, a3 general practidoncrs are paid q_ua:rer!}'. tion. Ar the moment, the maintcnance cost of a hospital b
In the nine months tw March 31, 19409, on the same Dasis,  shoyy big yariations [rom hospisl 10 hospital, bath in Lonca
decrars would be paid f24 million, £3.500,000 less fhan the 50950 e country as a whole. ~ All hc:w::mr, Liave. this'q

estimate, which was caleulated on the assamption thar fewer o0 o inercasing from year o year,

doctars would join the service than has & fact been the c83C. (he averape cost of @ bed in the former yoluniry goerd
There does, therefore, seem to be some substance for the  pocninats was £11 75 6d. 1 week in 1947, In the whals of
doctors’ complaats—at present being investizated by @ sample  Epgland and Wales, 385,000 hospital beds were taken vz
survey af cheir earnings—although it has repeatedly been said o Tuly 5. IF the evenmal cest of eech is pur ar £10 ¢ west,
thar underpayments will be made up in the fins] settlement. it gives an expenditure of iu4 million a ysar on in-paten
The emeunt spenr oo the pharmaceutical service should Dot treatment alons, let alone out-parient treatment, the ens|
be regarded ton favourably. TF the same sare were mainteined  nrher services anad the cost of resching and research.  Fua
it 8 possit

compared with &n estimate of (11450000, Bur dispensing  m mainmain  hospital bed efficiently at a cost of, say, £7 & week
i% Targely 4 seasonal occupation, and the peak pericd hes sl  the toral cost s still likely o zise becawse  of the planncd

throsghout the ning months, the ol would be fo.700000  §f, by (he cconomics of large-scale managemenr,

o come, increase in -the muinber of beds.

The actual DHabiliy for rthe dertal and sepplementary It is true that Mr Bevan has not yet approved che rcg:lunlj
cphthalmic secvices is likely to be much bigger then the amcount  boards’ budgets. e may decide rthar they will have o fe
spant in the first five months indicates. foe the rare has increased . cur, and s may any future Minister of Health in subseqlent
from month to month, Indeed, ir was estimated in che British  vears. Bur it would be ditficalt for him 1o square o drasit
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Tayment by capitation fee is hard on the practicioner ; it men
that, no matter how grear the demand for his services Froo
Even ang the frures bear out the general impression of his petients, he gers no addifional reward.  Meveriheless, it

docs scem the best of the three methods. It enables the tos
of the service to be estimated fairly closcly it ensures fresl
cheice for the patient : and i provides some fncentive for e
practitioner. Is there any reason why it should not be tried ot

Payment by irems of service 35 hard on the t:].'t:re_-z%

The figure’

the perion

Tn Loachn,
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THE BCOMOMIST, Cowber 28, 1949

The New Hospital Service

HE hospitals have, after all, been spared the axe.
4 Although the cost of running them accounts for
about two-thirds of the total spent on the national health
service, there is not only to be no reduction in the Budget
estimate for the present year, but that estimate is
certain to be excesded because, for one thing, of the
increases in medical and nursing salaries that have taken
administrative reasons why, at this late date in the finan-
cial year, no reduction could be made in the expenditure
on the hospitals. But it should have been possible to
introduce a small charge 10 patients w cover at least
some of the cost of their food dudng their stay in
hospital. Once the principle of making a charge had
been conceded, by imposing a charge of up to one shilling
for prescriptions, the opportunity should have been taken
of relieving the taxpayer of part of the cost of board and
lodging, which, after all, is not part of hospital treatment.

E:?hon from the cuts will, however, relieve the
minds of the ital authorities considerably. After all
the ing and changing that have already taken place
in their budgets for the present financial year, a cut at
this stage would have upsct even the best-established
administration. The new hospital machinery, on the
other hand, is still being run in and is still not running
smoothly. How could it when it had to fallow a number

C i inci ? instan

not to allow the organisation of regivnal consultant
services to deprive the public of the opportunity of being
treated by their family doctors in therr local hospital.
Then there is the much deplored circular known, by
its reference number. as “ (49) 49." This scemed to
belic all Mr Bevan’s assurances in the House of Com-
mons that the management committecs were to have a
large measure of independence within their own sphere.
Tt laid down, in bricf, that they were to obtain the consent
of their regional boards hefore they incurred expendirure
on specific items and increases in staff nor incloded in
their budget esrimates, cven thongh—here was the rub—
the total expenditure for the parricular sub-head of their
would pot therchy be exceeded. Interpreted
literally, this circular meant that a ment com-
mittee could not, without the consenr of its regional
board, engage an extra ward maid over and above the
number it had budgered for even th:;gh it could do so
withoutr exceeding its toral budgered expenditure on
domestic staff.

*

In this country most things are eventually judged by
how they work out in practice, and it may well be that
the outcry which greeted the appearsnce of “ (40) 40"
will prove to be the last that is heard of jt. It appears w
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boards of teaching hospitals, the regional
pards and (he hl:lﬂ pital mansgement commitices are
ﬂmd to have Mdetahll: freedom from depart-
mental control.  Yet the Minister of Health has to
accoun to Parliament for the public moncy spent on the
hospitals, which means thar his supervision of their
aclivitics must be fairly close, Again, the management

e are appointed by the boards and are their

s for the day-1o-day udministration of the hospitals ;

jtt,byﬂlcmnhnfl’lrhlmmt, they are to have
nﬁ&hnﬂmthmmspiww—asmmphanmdhyﬁw
i:pﬂlt:wc?um smusmvcntu them. Again, the main
reason for setting up regional boards was 1o enable the

‘hospital services to | and co-ordinated ; yet it
can never be thar the hospirals are there to
serve the patients and not the planners,

“

* 'The mass of circulars issued by the Ministry of Health
to boards and committees since July 5, 1948, snould be
regarded in the light of these contradicrions. A recent
c_huh: for instapce, dmﬁgpi::lrm thig qm:sumhﬂd
grouping o Mﬂmﬂng i scrvices, goes a long

i Bt ety mgwmm
test has somerimes been aroused when boards of
rs or regional boards have declared their inten-
gﬂm the use of & hospital, and the Ministry
dmhrcdtha:bdmukm g such a step the
‘ __f'ﬂﬁukl&nwdlmhmthermufﬂrpublx
gnﬂéd:lﬂywhmhu praposed 1o use a small local general
pital for other purposes, since the local loyalty that such
bios pituly -mugst not be ignured even where re-
orgenisation s expected to produce greater medical efficiency.
Th&umech‘mlu:lmmmrehmrhemmge
hospital, siaffed practitioners, which is so
ol'tcnd:spixdbymplmnus for the boards are asked

http://normanmacrae.ning.com/forum/topics/why-dont-we-search-for- 10-times-more-economical-healthcare

7/5/2016 why not urgently search for 8 times more economical healthcare -revisiting 1984 question in The Economist - help microeducate and microfranchise 3 billi...

have originated ar the instance, not of the Ministry, but
of one or more regional boards who wanted o obtain a
tughter control over their commitices cxpenditure
hecause of the curs imposed earlier in the l);::irﬂn hospiral
budgets, It also appears, however, o bave been con-
ni:lmh]y modificd in 21:ph::amm, and probably many
committees. with the tacit or open approval of their
board, have filed it away and thought nnmmahumn
What is certain is that, in so Far as the need to ke:ﬁ:
centrol en the Onances of the health serviee ;
the Ministry of Health has no intention of going back on
the decision to allow the management cominillees as
miunch independence as possible.

At the prescnt time, however, the need (o keep a firm
control on hospiral finances is all-important, and of all

the critivisms of the new regime for the hospitals the
most constant and sustained is against the merhods

through which that control is exercised by the Ministry

Under the present system, budgeting for th:hnspna]
service with the ment commirtess, which

submit estimates to the regional boards. The boards

examine and criticise them, and suhmit them, with their
estimates of (heir own expenditure, to the Ministry of
Health. When they have been d by the Ministry,
they form parl of the departmental estimates presented
1o Parliament.

The initiative in budgeting thus comes from the
management commirttees—a fact which, on the face of ir,
ought ta enhance their independence. Bur in practice,
as thy Orst year of budgeting has shown, the presemt
system is not having the effect thar was intended. One
drawback is the time-table. For the first full year of the
health service, that is, from April 1, 1949, to March 31,
1950, the management committees began budgeting in
the autumn of 1948. The budgets were seot back to the
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regional boards by the Ministry in I'ebruary of this year
with an instoucton thut they should be cut. The
haspitals replied thar they conld not do rhis ro rhe exrent
asked for except at the cost of their patients’ welfare. In
June, therefore, the Minister asked for revized budpers—
still for the year 1949-so—which, while making all
possible cconomics, would notinvelve the closing of Eeds.
These budgers had nor been finally approved before the
time came [or the hospitals to start budgeting for the
nest year, 1950-51.
*

It is small wonder, therefore, that the main burden
of the management committees' complaints against the
prescat arrangemcnts should be “ I only we knew
where we are. If only we were given a certain sum that
was owrs (o spend.” As a result, it is being widely
suggested thar the hospirals should be financed in much
the same way as the universities. Parliament. that is,
should vote a certsin sum of money—or one sum for
maintenance and another for development over a period
of yeurs—which would be ullocated by the regionul
boards among their management committees.  There
would be no detailed supervision by the Ministry of
how the sum was spent, and nonc by the boards pro-
vided that the commirtees’ spending was consistent with
the regional hospital plan.

The suggestion is attractive, but it is virtually certuin
that neither the ‘Freasury nor Parliament would agree
to it. Parlimment, indeed, speaks with two contradictory
voices, In the passage of the National Health Service
Bill, the Commaons could ask for assurances that the
greatest possible independence should be wiven to the
bpards and management committees. Buor rheir Com-
mittee of Public Accounts can gquestion the [reedom
from departmenral control allowed o the universiries

by the sysitem of block grants. If a block grant of under
£ 20 million is criticised, it can be taken a3 certain that ex-
penditure of £200 million of the taxpaver’s money
would never be [reed from annual scrotingy by the
Treasury and Parliament.

Yer the existing arrangemenrs are so unsarisfacrory

that some changes ought to be made, if only in the
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interests of economy. The management committees
claim that the old depurtmental principle, under which
balances unspent at the end of the year have to be
surrendered (o the Treasury, is an incentive o extrava-
gance. There can be no doubt thar budpering which
is detailed to the extent that is required of the hospitals
leads to the danger thar managemenr commirtees are
mare cancerped about an item being in the budger than
whetlier it is really worth while. Morcover, departments
inside each individual hospital tend to pur forward
requests for, say, new equipment that they mmy not
really need because once an item is in the budget, and
the budget has been accepted, the subsequent ordering
of the item is comparatvely essy, " It is in the budget®
—and the rest follows,

It ig, in facr, impossible o budger accurately for hos-
pital work so far ahead as the present timetable demands.
Betore rhe health service came into force public demand
for hospital services was limited by economic factoes.
It was then shghtly more advantageous financially for
a household to keep a senile grandmother at home than
to contribute to her maintepunce in a local authority
hospiral. Now rhar she is maintained free, there is no
incentive (0 keep her at home. The elimination of all
charges for hospiral services means that once new
facilities are introduced in a hospital, a totally unpredict-
able demand 1s aummari::sl]l}r created.

Budgeting for the health service, and the hospital
service in particular, is very different, therefore, from
budgeting for education. The number of schoolchildren
can be esdmaved accurately, but it is quite impossible
to estmate the pumber of people who will want to use
one or orher of the haspiral services. Excepr in a few
cases, the demand will be limited solely by EI: extent of
the provision made, and there will be constant pressure,
supported by all the humanitarian appeal that sickness

e A han et eisasseesieiees s poens i s
n.tuEs::a. for the provision to be increased. To keep this
pressure within reasonable limits would be a constant
and difficult task for a Minister of Health even in normal
times. Bur to achieve it, and at the same fime to keep
the hospital service flexible and unbureaucratic. he
nzeds & more efficient tool than the old departmental

method of budgeting.
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Keynes: 2025now - jobs Creating Gen

how poorest women in world build
A01 BRAC health system,

A02 BRAC education system,

A03 BRAC banking system

K01 Twin Health System - Haiti& Boston

K02 Twin YouthWorldBanking: Haiti& Bkash (BRAC)

K03 Twin Open Society : Budapest-Rome - Economists and Peace Champions
A04 Africa & Asia's 5 Billion Peoples eleraning satellite Yazmi

AO05 Triplet Open Apps Media Labs of Ethiopia and MIT and Ma-Lee (worldwide China)

Help create half a
billion Jobs of girls

ith the NEARLY
FREE NURSING
OLLEGE movement

Job creation case Y01 Foundation of Grameen Bank- good news in association with grameen.tv

B01 Bangladesh economical miracle of 15 million poorest village mothers grasssroots networking -good news
reporting with brac.tv and valuetrue.com and womenuni.com

The snackrosdedind gan

online library of norman macrae-COTTESpONdence welcomed on 42 year curriculum of Entrepreneurial Revolution and net
generation as most productive time to be alive - chris.macrae@yahoo.co.uk

http://normanmacrae.ning.com/forum/topics/why-dont-we-search-for- 10-times-more-economical-healthcare 24/34


http://bracnet.ning.com/forum/topics/keynes-2025now
http://unacknowledgedgiant.com/
http://bracnet.ning.com/xn/detail/4777346:Comment:8209
http://bracnet.ning.com/xn/detail/4777346:Comment:8060
http://bracnet.ning.com/xn/detail/4777346:Comment:8119
http://normanmacrae.ning.com/xn/detail/6339278:Comment:20500
http://normanmacrae.ning.com/xn/detail/6339278:Comment:20296
http://grameen.tv/
http://normanmacrae.ning.com/forum/topics/vote-for-top-100-microfranchises-of-net-generation?commentId=6339278%3AComment%3A12474
http://brac.tv/
http://valuetrue.com/
http://womenuni.com/
http://normanmacrae.ning.com/forum/topics/why-dont-we-search-for-10-times-more-economical-healthcare
http://normanmacrae.ning.com/forum/topics/unacknowledged-giant-the-economist-obituary-of-the-net-generation
http://normanmacrae.ning.com/forum/topics/norman-macrae-books-surveys

7/5/2016 why not urgently search for 8 times more economical healthcare -revisiting 1984 question in The Economist - help microeducate and microfranchise 3 billi...

MA1 AliBaba TaoBao

Ma 2 Ali Financial

Mal0.1 DT and ODPS
Ma 10,2 grameen inteldt

Ma 10.3 IHUB/Usha Kenya DT

Ma 10.4 Kenya nanocredit

Ma 10.5 MIT top ten mobile app labs of open tech
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AFMO0 Samara and AfricaStar and Yazmi

AFM10 IHUB/Ushahidi

AFM11 MIT Media Lab Africa

AFM12 MIT D-lab and Abdul Latif with Toyota

AFM121 Polak last mile multinationals africa —eg green energy and clean water distrib
AFM13 Ibrahim Foundation

AFM14 Africa24tv

TB1 Free University and Jobs Schools

TB11 Open Learning Campus Africa

AFM15 Young Africa Society —world bank ypa milennials’ goals 2.1

AFM2 Jamii Bora —end slums youth banking and partner labs

TB20 Primary financial literacy curriculum — eg Afaatoun out of Orphanages
AFM21 Bridges primary schools

TB21 Love of self- empowerment curriculum — eg Maharishi (TB1)

TB22 Coding curricula from primary up

AFM31 Kiva Africa

AFM32 Acumen

AFM33 BRAC African Girl Jobs-creating banking

AFM34 Eagri-Africa

AFM35 African health millennials www —and PIH Rwanda, Free Nursing College Africa
AFM36 Mara Foundation
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AFM4 MPESA/Safari

AFMS5 Nanocredit

AFM6 USADBC - diaspora association benchmarking african food security value chains
AFM61 —diaspora multi-country celebrations eg AfricaTip (AgeTip)
AFM611 NEPAD

AFM612 Makerfaireafrica

BOMI berners lee

BOM2 mit every students an entrepreneur

BOM21 MIT100k

BOM3 mit media lab -open source wizard entrepreneurs and new commons
BOM30 Negroponte $100 Laptop

BOM31 Joi Ito

BOM32 reclaim our learning

BOM4 MIT open education movement

BIM41 OLA

BOMS Legatum

BOS51 Legatum millennials and fans

BOMS52 networks of cashless banking technolgists

BOMS53 innovations journal

BOMBG6 partners in health/brigham womens hospital

BOMG61 value chain networks club inspired by pih and world bank millenials
BOMG62 ypchronic

BOM63 GFH

BOMG64 Haiti training hospital - connector of neraly free nursing college

Y11 Savings Groups & Puddle

Y12 Kiva and Kiva (Zip)

BOSF1 Kiva and puddle

BOSF2 Khan Academy

BOSF3 Coursera segment interested in Open Learning Campus

online library of norman macrae

communications and community banking links series 1 and 2

Out of The Economist since 1972 Macrae's viewpoint Entrepreneurial Revolution argues that the net generation can make tremendous human progress if and only if educators, economists

and all who make the biggest resource integrate youth job creating into the way their worldwide purpose and impact is valued -chris.macrae@yahoo.co.uk join in ... 43rd Entrepreneurial
Revolution Youth Networks Celebration..

job creation survey

discuss valuation video

Norman Macrae Foundation
e chris.macrae@yahoo.co.uk

Wash DC tel 1 301 881 1655
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20 freedoms Replies

.Latest
TOP 12 TO SAVE WORLD FROM The Economist's 42 YEAR ENTREPRENEURIAL REVOLUTION Activitjg
SEARCH

For how many of The Economist's first 175 years was it the most effective mediator of sustainability exponentials of
humanity all over the planet

best million-youth moocs hosted by economists

discuss valuation video

Valuing
The Economist
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CONSIDER

BANGLADESH

ing 12 outif' Mest Exciting Decade

hottest youth-spring question of our life and times-can online education end youth unemployment for ever ? yes but
only if you help map how!

moocyunus launches youtube competition -what would purpose of youth's favorite free online university be?
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join blog of moocyunus

The Economist- when first seeing youth experiment with digital networks in 1972,

Season's most urgent collaboration debates:

next 100 million jobs nursing

42nd year of 7 wonders if thinkpad of The Economist's genre of Entrepreneurial Revoution

40 years of notes from archives of entrepreneurial revolution 1-7 a...

help catalogue top 100 microfranchises

help catalogue 100 short videos on right old muddle of anti-youth economists..

Dad (Norman Macrae) created the genre Entrepreneurial Revolution to debate how to make the net generation the
most productive and collaborative . We had first participated in computer assisted learning experiments in 1972.
Welcome to more than 40 years of linking pro-youth economics networks- debating can the internet be the smartest
media our species has ever collaborated around?
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Foundation Norman Macrae- The Economist's Pro-Youth Economist
5801 Nicholson Lane Suite 404 Rockville MD 20852 tel 301 881 1655 email chris.macrae@yahoo.co.uk
Main Project webs wholeplanet.tv

microeducationsummit.com including yunusdiary.com bracnet.ning.com taddyblecher.com as lead open education
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partner of mandela elders and branson

NormanMacrae.ning.com
2013 = 170th Year of The Economist being Founded to End Hunger

2010s = Worldwide Youth's most productive and collaborative decade

MOSTMASSIVEQUESTIONS
IN WORLD OF
YOUTH EDUCATION 2013

my guess is these are the most urgent questions sir fazle needs to
understand with you march 25-27 as youth leaders of the free
education world - delighted to hear of other questions

swhat life-serving curriculurr
do your youth already know
how to peer to peer?

«On what curriculum do you
most want Sir Fazle’s help?

directly because brac knows how or at WISE .
microeducationsummit, convergences2015, other
mgoal racing spaces he leads the call for them?

cheers chris macrae wash dc 1 301 881 1655
Norman Macrae Foundation pro-youth economics
associate journaltaddyblecher.com fazleabed.com

Www.yunus.tv www.obamauni.com .
www.wholeplanet.tv www.planetmooc.com 1972: Norman Macrae starts up Entrepreneurial Revolution debates in The

Economist. Will we the peoples be in time to change 20th C largest system designs and make 2010s worldwide
youth's most productive time? or will we go global in a way that ends sustainability of ever more
villages/communities? Drayton was inspired by this genre to coin social entrepreneur in 1978 ,,continue the futures

debate here

world favorite moocs-40th annual top 10 league table

e 1)e-ME
e 2) 8 week tour of grameen curriculum and uniting human race to poverty museums
e 3) 8 week tour of brac curriculum and mapping microeducation summit for post 2015 milennium goals
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send votes to chris.macrae@yahoo.co.uk , Macrae Foundation

e 4) 8 week tour of africa's free university and entrepreneurial slums
e 5 what to do now for green energy to save the world in time
e 6 nurses as 21st world's favorite information grassroots networkers and most economical cheerleaders more

e 7 how food security as a mising curricululum of middle schools can co-create more jobs than any nation can
dream of

¢ 8 pro-youth economics and public servants

e 9 celebrating china as number 1 creditor nation

¢ 10 questions worldwide youth are asking about what was true last decade but false this decade because that's
what living in the most innovative era means chris.macrae@yahoo.co.uk
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Mavigator

Bangladesh,
Burma

2013 is 170t year that The Economist
was launched to search for pro-youth
economics of Industrial Revolution

Number 1 in Economics for Youth

online library of norman macrae - The Economist's Unacknowledged Giant -

What Values 2
Do You Design3
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Economics

Around?
WorldEconomist.net
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Norman Macrae Family Foundation
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Nlng Wlth Youth1 OOOO ESNW hemisphere]
S: Jamiibora

E: BRACnet aka planetMOOC.com

E: YunusAsia
GlobalGrameen.com
NormanMacrae
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Partners links nets
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Google Kiva

Africa incKenya
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100 Leaders, 2010s =
Youth's Most Productive Decade

Foundation Norman Macrae
The Economist's innovator of
Entrepreneurial Revolution (1972)

AAAnation.ning.com if keynes were rating 21st C nations
SIR — Those of us who worked at The Economist in the
late 1940s shared John Maynard Keynes's consensus
lessons from the hungry 1930s.

Since the present credit crunch will bring longer under-
demand than did the Wall Street crash in 1929, Britain's
wisest and most Keynesian policy would be an income-tax
holiday for at least the poorer half of its too many income-
taxpayers. This temporary increase of about £40 billion
($60 billion) to the annual budget deficit would be spent by
its beneficiaries on the (probably mostly service) activities
that are a rough snapshot of Britain's next £40 billion of
most-likely growth industries once the slump is over. Add in
free trade for all imports from countries with cheaper labour,
and fears that the budget deficit could bring inflation during
the under-demand sound oxymoronic. Macrae, Oct 2008

Timeless ER from The Economist's Unacknowledged Giant (aka dad Norman Macrae) A b ¢ ;1997 a;;; 1983 23551976 a b, ,, 1972 a.,, 1962 a 1956 a - correspndence

with optimistic rationalists always welcome - chris.macrae@yahoo.co.uk

from chris.macrae(@yahoo.co.uk please help in 2 ways -nomination of collaboration 100; testify to world's largest
public broadcasters such as BBCthat this survey needs their mediation now
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1972 : Dad (Norman Macrae)
first saw 500 young people
sharing ideas in a digital net

- 50 The Economist an genre
of Entrepreneurial Revolution
Value Norman's joy of leaders
investing in net generation as
youth's most productive era -
join 40th survey of collaboratio
entrepreneurs — wholeplanet.tv

Intercapital searches for replicable youth eonomic franchise

Japan

Bangladesh
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