Chapter 1

Major Characteristics of U.S.
Health Care Delivery

INTRODUCTION

The United States has a unique system of health care delivery com-
pared with other developed countries around the world. Almost all other
developed countries have universal health insurance programs in which the
government plays a dominant role. Almost all of the citizens in these coun-
tries are entitled to receive health care services that include routine and
basic health care. In the United States, the Affordable Care Act! (ACA) has
expanded health insurance, but it still falls short of achieving universal cov-
erage. Besides insurance, adequate access to health care services and health
care costs at both the individual and national levels continue to confound
academics, policy makers, and politicians alike.

"Patient Protection and Affordable Care Act of 2010 as amended by the Health Care and Education
Reconciliation Act of 2010, often shortened as the Affordable Care Act and nicknamed Obamacare.
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2 Chapter 1 - Major Characteristics of U.S. Health Care Delivery

The main objective of this chapter is to provide a broad understanding
of how health care is delivered in the United States. The U.S. health care
delivery system is both complex and massive. Ironically, it is not a system
in the true sense because the components illustrated in Figure 1.1 are only
loosely coordinated. Yet, for the sake of simplicity, it is called a system
when its various features, components, and services are referenced.

Organizations and individuals involved in health care range from edu-
cational and research institutions, medical suppliers, insurers, payers, and
claims processors to health care providers. There are nearly 18.4 million
people employed in various health delivery settings, including profes-
sionally active doctors of medicine (MDs), doctors of osteopathy (DOs),
nurses, dentists, pharmacists, and administrators. Approximately 451,500
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Figure 1.1 Managed Care: Infegration of Functions
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Subsystems of U.S. Health Care Delivery 3
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| physical, occupational, and speech therapists provide rehabilitation ser- |
' vices. The vast array of institutions includes 5,686 hospitals, 15,663 nurs- '
' ing homes, almost 2,900 inpatient mental health facilities, and 15,900 '
: home health agencies and hospices. Nearly 1,200 programs support basic :
| health services for migrant workers and the homeless, community health |
| centers, black lung clinics, human immunodeficiency virus (HIV) early |
| intervention services, and integrated primary care and substance abuse |
I treatment programs. Various types of health care professionals are trained |
I in 192 medical and osteopathic schools, 65 dental schools, 130 schools |
| of pharmacy, and more than 1,937 nursing programs located throughout |
| the country (Bureau of Labor Statistics, 2011; Bureau of Primary Health |
[ Care, 2011). |
| There are 201.1 million Americans with private health insurance |
' coverage, most of whom are covered through their employers. An addi- '
: tional 103.1 million are covered under 2 major public health insurance '
: programs—Medicare and Medicaid—managed by the U.S. government. :
| Private health insurance can be purchased from approximately 1,000 health |
| insurance companies. The private managed care sector includes approxi- |
| mately 452 licensed health maintenance organizations (HMOs) and 925 |
I preferred provider organizations (PPOs). A multitude of government agen- I
I cies are involved with the financing of health care, medical and health ser- I
| vices research, and regulatory oversight of the various aspects of the health |
I care delivery system (Aventis Pharmaceuticals, 2002; Bureau of Primary |
| Health Care, 2011; Healthleaders, 2011; National Center for Health [
' Statistics, 2007; Urban Institute, 2011; U.S. Bureau of the Census, 1998; '
: U.S. Census Bureau, 2007). :
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |

SUBSYSTEMS OF U.S. HEALTH CARE DELIVERY

In the United States, multiple subsystems of health care delivery have
developed, either through market forces or through government action to
address the special needs of certain population segments.

Managed Care

Managed care seeks to achieve efficiency by integrating the basic
functions of health care delivery, and it employs mechanisms to control
(manage) utilization and cost of medical services. Managed care is the
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4 Chapter 1 - Major Characteristics of U.S. Health Care Delivery

[ |
| [
| |
| |
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| |
| dominant health care delivery system in the United States today. It cov- |
' ers most Americans in both private and public health insurance programs '
' through contracts with a managed care organization (MCO), such as an '
I HMO or a PPO. The MCO, in turn, contracts with selected health care I
: providers—physicians, hospitals, and others—to deliver health care ser- :
| vices to its enrollees. The term enrollee (member) refers to the individual |
| covered under a managed care plan. The contractual arrangement between |
| the MCO and the enrollee—including descriptions of the various health ser- |
| vices to which enrollees are entitled—is referred to as the health plan (or I
I plan for short). I
| The MCO pays providers either through a capitation (per head) |
[ arrangement, in which providers receive a fixed payment for each enrollee [
| under their care, or via a discounted fee arrangement. Providers are willing |
' to discount their services for MCO patients in exchange for being included '
' in the MCO network and being guaranteed a patient population. As part of :
: their planning process, health plans rely on the expected cost of health care :
| utilization, which always runs the risk of costing more than the insurance |
| premiums collected. By underwriting this risk, the plan assumes the role of |
| insurer. |
I Figure 1.1 illustrates the basic functions and mechanisms that are I
| necessary for the delivery of health services within a managed care envi- |
| ronment. The four key functions of financing, insurance, delivery, and pay- |
| ment make up the quad-function model. Managed care integrates the four I
I functions to varying degrees. I
| |
[ |
| [
[ [
[ |
| [
| |
| |
| |
| |
| |
| |
| |
[ |
| [
[ [
[ |
| [

Military

The military medical care system is available mostly free of charge
to active-duty military personnel of the U.S. Army, Navy, Air Force, and
Coast Guard, as well as to members of certain uniformed nonmilitary ser-
vices such as the Public Health Service and the National Oceanographic
and Atmospheric Association. It is a well-organized system that provides
comprehensive services, both preventive and treatment oriented. Services
are provided by salaried health care personnel. Various types of basic ser-
vices are provided at dispensaries, sick bays aboard ships, first aid stations,
medical stations, and base hospitals. Advanced medical care is provided in
regional military hospitals.

Families and dependents of active-duty or retired career military per-
sonnel are either treated at the hospitals or dispensaries or are covered by
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| |
| |
| |
| |
| |
| |
| TriCare, a program that is financed by the U.S. Department of Defense. |
' This insurance plan permits the beneficiaries to receive care from both pri- '
' vate and military medical care facilities. '
: The Veterans Administration (VA) health care system is available to :
| retired veterans who have previously served in the military, with prior- |
| ity given to those who are disabled. The VA system focuses on hospital |
| care, mental health services, and long-term care. It is one of the largest |
I and oldest (dating back to 1930s) formally organized health care systems |
I in the world. Its mission is to provide medical care, education and train- |
| ing, research, contingency support, and emergency management for |
| the U.S. Department of Defense medical care system. It provides health |
[ care to more than 9.6 million individuals at over 1,100 sites that include I
| 153 hospitals, 807 ambulatory and community-based clinics, 135 nursing |
' homes, 209 counseling centers, 47 domiciliaries (residential care facilities), '
: 73 home health care programs, and various contract care programs. The '
: VA budget exceeds $55 billion, and it employed a staff of about 280,000 in :
| 2010 (Department of Veterans Affairs, 2011; National Center for Veterans |
| Analysis and Statistics, 2007). |
| The entire VA system is organized into 21 geographically distributed |
I Veterans Integrated Service Networks (VISNs). Each VISN is responsible I
| for coordinating the activities of the hospitals and other facilities located |
| within its jurisdiction. Each VISN receives an allocation of federal funds |
I and is responsible for equitable distribution of those funds among its hos- |
| pitals and other providers. VISNs are also responsible for improved effi- I
' ciency and cost containment. '
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |

Subsystem for Special Populations

Special populations, also called vulnerable populations, refer to
those with health needs but inadequate resources to address those needs.
For example, they include individuals who are poor and uninsured, those
belonging to certain minority groups or of certain immigration status, or
those living in geographically or economically disadvantaged commu-
nities. They typically receive care through the nation’s safety net, which
includes public health insurance programs such as Medicare and Medicaid,
and providers such as community health centers, migrant health centers,
free clinics, and hospital emergency departments. Many safety net provid-
ers offer comprehensive medical and enabling services—such as language
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6 Chapter 1 - Major Characteristics of U.S. Health Care Delivery

assistance, transportation, nutrition and health education, social support
services, and child care—according to individual needs.

As an example, federally qualified health centers have provided pri-
mary and preventive health services to rural and urban underserved popula-
tions for more than 50 years. The Bureau of Primary Health Care (BPHC),
located within the Health Resources and Services Administration in the
Department of Health and Human Services (DHHS), provides federal sup-
port for community-based health centers that include programs for migrant
and seasonal farm workers and their families, homeless persons, public
housing residents, and school-aged children. These services facilitate regu-
lar access to care for patients who are predominantly minority, low income,
uninsured, or enrolled in Medicaid, the public insurance program for the
poor. In 2012, the nationwide network of 1,198 community health orga-
nizations served 22 million people across 8,100 service sites and handled
a total of 83.8 million patient visits. Approximately 93% of this popula-
tion was living on incomes that were less than 200% of the federal poverty
level, and 36% were uninsured (National Association of Community Health
Centers, 2014). Health centers have contributed to significant improve-
ments in health outcomes for the uninsured and Medicaid populations and
have reduced disparities in health care and health status across socioeco-
nomic and racial/ethnic groups (Politzer et al., 2003; Shi et al., 2001).

Medicare is one of the largest sources of public health insurance in
the United States, serving the elderly, the disabled, and those with end-
stage renal disease. Managed by the Centers for Medicare and Medicaid
Services (CMS), another division within the DHHS, Medicare offers cover-
age for hospital care, post-discharge nursing care, hospice care, outpatient
services, and prescription drugs.

Medicaid, the third largest source of health insurance in the country,
covering approximately 17.3% of the U.S. population, provides coverage
for low-income adults, children, the elderly, and individuals with disabili-
ties (Smith and Medalia, 2014). This program is also the largest provider
of long-term care to older Americans and individuals with disabilities. The
program has seen significant expansion under the ACA.

In 1997, the U.S. government created the Children’s Health Insurance
Program (CHIP) to provide insurance to children in uninsured families.
The program expanded coverage to children in families that have modest
incomes but do not qualify for Medicaid. In 2014, the CHIP program spent
$13 billion to cover approximately 8.1 million children (MACPAC, 2015).
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Subsystems of U.S. Health Care Delivery 7

Despite the availability of government-funded health insurance, the
United States’ safety net is by no means secure. The availability of safety
net services varies from community to community. Vulnerable populations
residing in communities without safety net providers must often forgo care
or seek services from hospital emergency departments if available nearby.
Safety net providers, in turn, face enormous pressure from the increasing
number of poor and Medicaid-insured in their communities.

Integrated Systems

Organizational integration to form integrated delivery systems (IDSs),
or health networks, started in the early 2000s. An IDS has been defined as a
network of health care providers and organizations that provides or arranges
to provide a coordinated continuum of services to a defined population and
is willing to be held clinically and fiscally accountable for the clinical out-
comes and health status of the population served (Shortell et al., 1996).
By gaining ownership of or forming strategic partnerships with hospitals,
physicians, and insurers, IDSs aim to deliver a range of services. The ACA
includes payment reform initiatives that encourage physician—hospital inte-
gration and coordination of services. It is hoped that integrated and coor-
dinated care will increase cost-effectiveness and quality. A newer model
of integrated organization—called an accountable care organization—is
expected to respond to new payment incentives and be held accountable
for better quality outcomes at reduced costs under a new Medicare Shared
Savings Program. The ACA is also aimed to address issues related to frag-
mented care for individuals who suffer from co-occurring serious mental
illness and substance use disorders. The most important principles in deliv-
ering integrated care that is specific to vulnerable populations include: (1)
an emphasis on primary care; (2) coordination of all care, including behav-
ioral, social, and public health services; and (3) accountability for popula-
tion health outcomes (Witgert & Hess, 2012).

Long-Term Care Delivery

Long-term care (LTC) consists of medical and nonmedical care that
are provided to individuals who have chronic health issues and disabilities
that prevent them from doing regular daily tasks. Hence, LTC includes both
health care and support services for daily living. It is delivered across a
wide variety of venues, including patients’ homes, assisted living facilities,
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8  Chapter 1 - Major Characteristics of U.S. Health Care Delivery

and nursing homes. In addition, family members and friends provide the
majority of LTC services without getting paid for them. Medicare does
not cover LTC; thus, costs associated with this form of care can impose a
major burden on families. Medicaid covers several different levels of LTC
services, but a person must be an indigent to qualify for Medicaid. LTC
insurance is offered separately by insurance companies, but most people do
not purchase these plans because premiums can be unaffordable. By 2020,
more than 12 million Americans are projected to require LTC, which will
impose a severe strain on the nation’s financial resources (CMS, 2011a).

Public Health System

The mission of the public health system is to improve and protect com-
munity health. The Institute of Medicine’s Future of Public Health in the
21st Century has outlined the need for a more robust public health infra-
structure and a population-based health approach for a healthier America
(Centers for Disease Control and Prevention [CDC], 2013). The National
Public Health Performance Standards Program identifies 10 essential pub-
lic health services that a system needs to deliver:

1. Monitoring health status to identify and solve community health problems
2. Diagnosing and investigating health problems and hazards

3. Informing, educating, and empowering people about health problems
and hazards

4. Mobilizing the community to identify and solve health problems

5. Developing policies and plans to support individual and community
health efforts

. Enforcing laws and regulations to protect health and safety
. Providing people with access to necessary care

. Assuring a competent and professional health workforce

O 0 3 N

. Evaluating the effectiveness, accessibility, and quality of personal and
population-based health services

10. Performing research to discover innovative solutions to health problems

In2009, publichealthaccounted for3.1% of the nation’s overall healthcare
expenditures of $2.5 trillion (CMS, 2012). The amount of federal fund-
ing spent to prevent disease and improve health in communities varied
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Characteristics of the U.S. Health Care System 9

significantly from state to state in 2013, with a per capita low of $13.67 in
Indiana to a high of $46.48 in Alaska (TFAH & RWIF, 2014). To bolster the
nation’s public health efforts, the ACA established the Prevention and Public
Health Fund to provide expanded and sustained national investments in pre-
vention and public health, to improve health outcomes, and to enhance health
care quality.

Expanded efforts are needed to combat antibiotic resistance, fight
obesity and heart disease, curb prescription drug overdose, and deal with
emerging issues such as chikungunya and e-cigarettes. Advanced informa-
tion systems and data sharing have become increasingly more important in
assuring a strong public health system.

CHARACTERISTICS OF THE U.S. HEALTH CARE SYSTEM

| [
[ |
| |
| |
| |
| |
| |
| |
| |
| |
[ |
[ [
| [
[ |
| |
| |
| |
| |
| |
| |
| |
| |
I The health care system of a nation is influenced by external fac- I
: tors, including the political climate, level of economic development, :
| technological progress, social and cultural values, the physical environ- |
| ment, and population characteristics such as demographic and health |
I trends. It follows, then, that the combined interaction of these forces has I
| influenced the course of health care delivery in the United States. This sec- |
| tion summarizes the basic characteristics that differentiate the U.S. health |
I care delivery system from that of other countries. There are 10 main areas |
I of distinction (see Exhibit 1.1). |
| |
| |
[ |
[ [
| [
[ |
| |
| |
| |
| |
| |
| |
| |
| |
[ |
[ [
| [
[ |

Exhibit 1.1 Main Characteristics of the U.S. Health Care System

© No central governing agency and little ® Fusion of market justice and social justice
infegration and coordination e Multiple players and balance of power
® Technology-driven delivery system focusing @ Quest for integration and accountability
on acute care ® Access o health care services selectively
© High in cost, unequal in access, and average based on insurance coverage
in outcome e |eqal risks influence practice behaviors
® Delivery of health care under imperfect
market conditions
© Government as subsidiary to the private
secfor
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10 Chapter T - Major Characteristics of U.S. Health Care Delivery

No Central Governing Agency; Little Integration and Coordination

The U.S. health care system stands in stark contrast to the health care
systems of other developed countries. Most developed countries have cen-
trally controlled universal health care systems that authorize the financing,
payment, and delivery of health care to all residents. The U.S. system is not
centrally controlled; it is financed both publicly and privately and, there-
fore, features a variety of payment, insurance, and delivery mechanisms.
Private financing, predominantly through employers, accounts for approxi-
mately 57% of total health care expenditures; the government finances the
remaining 43% (CMS, 2015).

Centrally controlled health care systems are less complex and less
costly than the U.S. health care system. Centrally controlled systems
manage their total expenditures through global budgets and can gov-
ern the availability and utilization of services. The United States has a
large private infrastructure in which hospitals and physician clinics are
private businesses that are independent of the government. Nevertheless,
the federal and state governments in the United States play an important
role in health care delivery. They determine public-sector expenditures
and reimbursement rates for services provided to Medicaid and Medicare
patients. The government also formulates standards of participation
through health policy and regulation, which means that providers must
comply with the standards established by the government to deliver
care to Medicaid and Medicare patients. Certification standards are also
regarded as minimum standards of quality in most sectors of the health
care industry.

Technology Driven and Focusing on Acute Care

The United States is a hotbed of research and innovation in new medi-
cal technology. Growth in science and technology often creates a demand
for new services despite shrinking resources to finance sophisticated care.
Other factors contribute to increased demand for expensive technological
care. For example, patients often assume that the latest innovations repre-
sent the best care, and many physicians want to try the latest gadgets. Even
hospitals compete on the basis of having the most modern equipment and
are often under pressure to recoup capital investments made in technology.
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Characteristics of the U.S. Health Care System 11

Legal risks for providers and health plans alike may also play a role in the
reluctance to deny new technology.

Although technology has ushered in a new generation of successful
interventions, the negative outcomes resulting from its overuse are many.
For example, the use of high technology adds to the rising costs of health
care. These costs are eventually borne by society. Technological innovation
certainly has a place in medicine. However, given the fact that resources are
limited, enough emphasis is not placed on primary care and public health,
both of which produce better population-level outcomes and are more cost-
effective than high-tech care.

High in Cost, Unequal in Access, and Average in Outcome

The United States spends more than any other developed country on
medical services. Despite spending such a high percentage of the national
economic output (almost 17% of the gross domestic product [GDP] in
2012—see Figure 1.2) on health care, many U.S. residents have limited
access to even the most basic care.

Access refers to the ability of an individual to obtain health care ser-
vices when needed. In the United States, access is restricted to those who
(1) have health insurance through their employers, (2) are covered under
a government-sponsored health care program (which includes health
coverage under the ACA), (3) can afford to buy insurance out of their
own private funds, (4) are able to pay for services privately, or (5) can
obtain services through safety net providers. Health insurance is the
primary—but not necessarily a sufficient—means for obtaining access.
After the implementation of the ACA, the proportion of the U.S. popu-
lation that was uninsured dropped from approximately 16% to roughly
12% in 2014 (Kutscher, Herman, & Meyer, 2015). However, despite
expansion of health insurance, some people still face access barriers.
For example, one-third of U.S. physicians do not accept new Medicaid-
insured patients (Decker, 2012). For consistent basic and routine care,
commonly referred to as primary care, the uninsured are unable to see
a physician unless they can pay on an out-of-pocket basis. Those who
cannot afford to pay generally wait until health problems develop, at
which point they may be able to receive services in a hospital emergency
department. Experts generally believe that inadequacy and disparity in
access to basic and routine primary care services are the main reasons
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Characteristics of the U.S. Health Care System 13

that the United States lags behind other developed nations in measures
of population health, (see Figure 1.3 for U.S. racial disparity in life
expectancy and Figure 1.4 for death rates among children in ECD).

Imperfect Market Conditions

Under national health care programs, patients may have varying
degrees of choice in selecting their providers; however, true economic mar-
ket forces are virtually nonexistent. In the United States, even though the
delivery of services is largely in private hands, health care is only partially
governed by free market forces. Hence, the system is best described as a
quasi-market or an imperfect market. The following key characteristics of
free markets help explain why U.S. health care is not a true free market.

In a free market, multiple patients (buyers) and providers (sellers) act
independently. In a free market, patients should be able to choose their pro-
viders based on price and quality of services. If matters were this simple,
patient choice would determine prices by the unencumbered interaction of
supply and demand. In reality, however, the payer is an MCO, Medicare,
or Medicaid, rather than the patient. Prices are set by agencies external to
the market; thus they are not freely governed by the forces of supply and

demand.
100
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% 60| Blackmale
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Figure 1.3 Life Expectancy at Birth
National Center for Health Statisics. Health, United States, 2014: In Brief. Hyattsville, MD. 2015, p 8. http://www.cdc.gov/
nchs/data,/hus/hus14_InBrief.pdf
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Figure 1.4 Death Rates Among Children 1-19 Years of Age, by OECD Country
Comparative Child Well-being across the OECD; p. 51.
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| [
[ |
| |
| |
| |
| |
I For the health care market to be free, unrestrained competition must I
' occur among providers on the basis of price and quality. Generally speak- '
' ing, free competition exists among health care providers in the United '
I States. The consolidation of buying power into the hands of MCOs, how- I
: ever, is forcing providers to form alliances and IDSs on the supply side. :
| In certain geographic locations of the country, a single giant medical |
| system has taken over as the sole provider of major health care services, |
I restricting competition. As the health care system continues to move in |
| this direction, it appears that only in large metropolitan areas will there be I
| more than one large integrated system competing for the business of the |
| health plans. |
[ Free markets operate best when consumers are educated about the I
| products they are using, but patients are not always well informed about I
' health care choices. The barrage of direct-to-consumer advertising about '
: pharmaceuticals and other products is often confusing when it comes to '
: making a decision as to what may be best. Choices involving sophisti- :
| cated technology, diagnostic methods, interventions, and pharmaceuticals |
| can be difficult and often require physician input. Acting as an advocate, |
| physicians can reduce this information gap for patients. Increasingly, |
| health care consumers have begun to take the initiative to educate them- |
| selves through the use of Internet resources for gathering medical infor- |
| mation. However, one cannot always be sure about the reliability of such |
I information. |
I In a free market, patients have information on price and quality for I
' each provider. In the United States, however, the current pricing meth- I
' ods for health care services further confound free market mechanisms. '
' Hidden costs make it difficult for patients to gauge the full expense of ser- :
: vices ahead of time. lfem-based pricing, for example, refers to the costs of :
| ancillary services that often accompany major procedures such as surgery. |
| Patients are usually informed of the surgery’s cost ahead of time but cannot |
| anticipate the cost of anesthesiologists and pathologists or hospital supplies |
I and facilities, thus making it extremely difficult for them to ascertain the I
| total price before services have actually been received. Package pricing and |
| capitated fees can help overcome these drawbacks by providing a bundled |
| fee for a package of related services. Package pricing covers services that I
I are bundled together for one episode of care, which is less encompassing I
' than capitation. Capitation covers all services an enrollee may need during '
: an entire year. :
| [
[ |
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[ |
| [
| |
| |
| |
| |
| In a free market, patients must directly bear the cost of services |
' received. The fundamental purpose of insurance is to cover major '
' expenses when unlikely events occur; but health insurance covers even '
I basic and routine services, which undermines this fundamental principle. I
: Health insurance coverage for minor services such as colds, coughs, and :
| earaches amounts to prepayment for such services. A moral hazard exists, |
| in that after enrollees have purchased health insurance, they typically use |
| health care services to a greater extent than they would without health |
| insurance. I
| In a free market, demand is determined by market forces—many indi- |
| viduals independently determine what to buy and when to buy a prod- |
I uct or service. That is not the case in health care. First, decisions about [
| the utilization of health care are often determined by need rather than by |
' price-based demand. Need can be self-assessed or determined by a medical '
' expert, such as a physician. But, many of the factors discussed previously :
I affect whether or not the person actually obtains medical care. Second, I
: the delivery of health care can actually result in creation of demand. For :
| example, practitioners who have a financial interest in additional treat- |
| ments may create artificial demand, commonly referred to as provider- |
I induced demand. I
| |
| |
| |
| |
| |
| |
| [
[ [
[ |
| [
| |
| |
| |
| |
| |
| |
| |
| |
| [
[ [
[ |
| [

Government as Subsidiary to the Private Sector

In most other developed countries, the government plays a central
role in delivering health care. In the United States, the private sector plays
the dominant role. This arrangement can partially be explained by the
American tradition of reliance on individual responsibility and a commit-
ment to limiting the power of government. As a result, government spend-
ing for health care has been largely confined to filling in the gaps left open
by the private sector. These gaps include public health functions, such as
clean water and sanitation; support for research and training; and care of
vulnerable populations.

Fusion of Market Justice and Social Justice

Market justice and social justice are two contrasting theories that gov-
ern the production and distribution of health care services. The principle of
market justice places the responsibility for fair distribution of health care
on market forces in a free economy. In such a system, medical care and its
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benefits are distributed on the basis of people’s willingness and ability to
pay (Santerre & Neun, 1996, p. 7). In contrast, social justice emphasizes the
well-being of the community over that of the individual; thus the inability
to obtain medical services because of a lack of financial resources is con-
sidered unjust. In a system that blends public and private resources, the two
theories often work well together, contributing ideals from both theories.
As an example, employed individuals with middle-class incomes obtain
employer-sponsored health insurance, whereas the most needy members of
society depend on government-sponsored programs. On the other hand, the
two principles of justice also create conflicts. For example, many of the
small employers in the United States do not offer health insurance, or, if it
is offered, many employees cannot afford the cost. Yet, these individuals do
not qualify for government assistance in obtaining health care on account
of their incomes exceeding certain threshold levels. The ACA is supposed
to address this but it may take years to achieve the intended effect.

Multiple Players and Balance of Power

The U.S. health care system involves multiple players such as physi-
cians, administrators of health service institutions, insurance companies,
large employers, and the government. Big business, labor, insurance com-
panies, physicians, and hospitals make up a set of powerful and politically
active special-interest groups represented before lawmakers by high-priced
lobbyists. Each player has a different economic interest to protect; how-
ever, problems frequently arise because the self-interests of the various
players are often at odds. For example, providers seek to maximize gov-
ernment reimbursement for services delivered to Medicare and Medicaid
patients, but the government wants to contain cost increases. The frag-
mented self-interests of the various players produce counteracting forces
within the system. One positive effect of these opposing forces is that they
prevent any single entity from dominating the system. In an environment
that is rife with motivations to protect conflicting self-interests, achieving
comprehensive, system-wide health care reforms is next to impossible, and
cost containment remains a major challenge. Consequently, the approach to
health care reform in the United States is best characterized as incremental
or piecemeal and can sometimes be regressive when presidential adminis-
trations change. (Note: the ACA is really an example of incremental, not
comprehensive, reform that primarily addresses insurance coverage.)

9781284100662_CHO1_Pass03.indd 17 @ 10/5/15 12:36 PM



18 Chapter T - Major Characteristics of U.S. Health Care Delivery

Quest for Integration and Accountability

Currently in the United States, there is a drive to use primary care as the
organizing hub for continuous and coordinated health services. Although this
model gained popularity with the expansion of managed care, its develop-
ment stalled before reaching its full potential. The ideal role for primary care
would include integrated health care in the form of comprehensive, coordi-
nated, and continuous services offered with a seamless delivery (also termed
medical home or health home for patients). Furthermore, this model empha-
sizes the importance of the patient—provider relationship and considers how it
can best function to improve the health of each individual, thereby strength-
ening the population as a whole. Integral to this relationship is the concept of
accountability. Accountability on the provider’s part means providing quality
health care in an efficient manner; on the patient’s behalf, it means taking
responsibility for one’s own health and using available resources sensibly.

| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
i Access to Health Care Services Selectively Based on Insurance Coverage !
: Although the United States offers some of the best medical care in the :
| world, this care is generally available only to individuals who have health |
I insurance plans that provide adequate coverage or who have sufficient I
| resources to pay for the procedures themselves. The uninsured have lim- |
| ited options when seeking medical care. They can either (1) pay physicians |
I out of pocket at rates that are typically higher than those paid by insur- I
I ance plans, (2) seek care from safety net providers, or (3) obtain treatment |
' for acute illnesses at a hospital emergency department for which hospitals |
' do not receive direct payments unless patients have the ability to pay. The '
: Emergency Medical Treatment and Labor Act of 1986 requires screening '
: and evaluation of every patient, provision of necessary stabilizing treat- :
| ment, and hospital admission when necessary, regardless of ability to pay. |
| Unfortunately, the inappropriate use of emergency departments results in |
| cost shifting, whereby patients able to pay for services, privately insured |
I individuals, employers, and the government ultimately cover the costs of I
| medical care provided to the uninsured in emergency rooms. |
| |
| |
| |
| |
| |
| |
| |
| |

Legal Risks Influence Practice Behaviors

Americans, as a society, are quick to engage in lawsuits. Motivated by
the prospects of enormous jury awards, many people are easily persuaded
to drag alleged offenders into the courtroom at the slightest perception of
incurred harm. Private health care providers are increasingly becoming
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more susceptible to litigation, and the risk of malpractice lawsuits is a
serious consideration in the practice of medicine. As a form of protection,
most providers engage in what is known as defensive medicine by pre-
scribing additional diagnostic tests, scheduling checkup appointments,
and maintaining abundant documentation on cases. Many of these efforts
are unnecessary and simply drive up costs and promote inefficiency.

HEALTH CARE SYSTEMS OF OTHER DEVELOPED COUNTRIES

| [
[ |
| |
| |
| |
| |
| |
| |
| |
| |
[ |
[ [
| [
[ |
| |
| |
| |
I Three basic models for structuring national health care systems pre- |
| vail in Western European countries and Canada. In Canada, the government I
| finances health care through general taxes, but the actual care is delivered [
| by private providers. In the context of the quad-function model (see Figure |
I 1.1), the Canadian system requires a tighter consolidation of financing, [
! insurance, and payment functions, which are coordinated by the govern- |
' ment; delivery is characterized by detached private arrangements. '
: In Germany, health care is financed through government-mandated con- :
I tributions by employers and employees. Health care is delivered by private I
: providers. Private not-for-profit insurance companies, called sickness funds, :
| are responsible for collecting the contributions and paying physicians and |
| hospitals (Santerre & Neun, 1996, p. 134). In this kind of socialized health |
I insurance system, insurance and payment functions are closely integrated, I
I and the financing function is better coordinated with the insurance and pay- |
| ment functions than it is in the United States. Delivery is characterized by |
I independent private arrangements. The government exercises overall control. I
I In the United Kingdom, the government manages the infrastructure I
' for the delivery of medical care, in addition to financing a tax-supported '
' national health insurance program. Under such a system, most of the medi- '
' cal institutions are operated by the government. Most health care providers, :
: such as physicians, are either government employees or are tightly orga- :
| nized in a publicly managed infrastructure. In the context of the quad-function |
| model, the British system requires a tighter consolidation of all four func- |
| tions, typically by the government. |
| |
| |
| |
[ |
[ [
| [
[ |

Canada

In Canada, provinces and territories have introduced several initiatives to
improve integration and coordination of care for chronically ill patients with
complex needs. In 2004, as part of the 10-Year Plan to Strengthen Health
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[ |
| [
| |
| |
| |
| |
| Care, all provincial and territorial governments agreed to provide at least half |
' of their respective populations with access to multidisciplinary primary care '
' teams. By 2007, about three-quarters of family physicians were working in '
I physician-led, multiprofessional practices (Marchildon, 2013). Across the I
: provinces, almost 60% of primary care physicians are using computerized :
| medical records (Health Council of Canada, 2013; Mossialos et al., 2015). |
| As of April 2014, federal funding through the Canada Health Transfer |
| has been distributed to provinces on a purely per-capita basis, ending previ- I
I ous compensations for variations in tax bases that benefited the less wealthy |
| provinces (Mossialos et al., 2015). The objective of the new funding policy |
| is to improve equity, but it has been criticized on the grounds that it reduces |
[ funding to less populated provinces with older populations and higher costs [
| (Marchildon & Mou, 2013). There have been efforts across provinces to |
' reduce the prices of generic drugs. Several provinces have significantly '
' reduced prices in recent years; in Ontario, in 2010, the price ceiling was :
: lowered to 25% of the price of the equivalent brand-name drug, and British :
| Columbia lowered its price ceiling to 20% in 2014 (Mossialos et al., 2015). |
| Primary care reform has been under way across provinces since 2000, |
| when the federal government invested CA$800 million (US$647 million) |
I over 6 years through the Primary Care Transition Fund. Each province I
| continues to reform its primary care systems, including provider payment |
I methods, and to incentivize movement from solo to team-based practice, I
| chronic disease management, and coordination of care with other health I
I care providers (Hutchison et al., 2011; Sweetman & Buckley, 2014). I
| |
[ |
| [
[ [
[ |
| [
| |
| |
| |
| |
| |
| |
| |
[ |
| [
[ [
[ |
| [

Germany

Germany implemented the General Law on Patients’ Rights in 2013. It
includes several measures designed to strengthen patients’ rights. The most
important one is the incorporation into the Civil Code of rights, duties, and
forms of etiquette pertaining to relationships between providers and patients.

In July 2014, the federal cabinet passed the Bill of the First Act to
Strengthen Long-Term Care. It aims to support families that provide care at
home and to improve adult day care and short-term care by increasing the
number of caregivers. Such benefits and services are to increase by 20%.
The Second Act to Strengthen Long-Term Care is intended to redefine the
need for care in view of the growing number of dementia patients.

The coalition agreement plan from 2013 includes proposals for vari-
ous measures with a focus on the promotion of quality. In June 2014, the
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Federal Joint Committee was commissioned to establish the Institute for
Quality Assurance and Transparency in Health Care.

A new bill changes the way Social Health Insurance contribution
rates are determined and shared between employer and employee to con-
tain indirect labor costs. Beginning in 2015, the general contribution rate
(14.6%) will be kept but both the special contribution rate for employees
only (0.9%) and the supplementary premiums (and necessary specific
social protection mechanisms) will be abolished (Mossialos et al., 2015).
The latter two will be replaced by a supplementary income-dependent con-
tribution rate, which will be determined by each sickness fund individually.
For 2015, it is expected to be, on average, lower than 0.9%—that is, the
insured will pay less than they did in 2014 (Mossialos et al., 2015).

United Kingdom

The purchasing and regulatory structures of the National Health
Insurance in England have been significantly reformed under the Health
and Social Care Act of 2012. The act abolished 150 primary care trusts and
replaced them with clinical commissioning groups (of which there are cur-
rently 211 across England). These clinically oriented bodies are expected
to make better use of resources in decisions about planning and purchasing
a wide range of services for their local populations. Clinical commission-
ing groups differ from primary care trusts in their governance. All general
practices are required to belong to a clinical commissioning group, and
the groups’ governing body must be chaired by a general practitioner and
include other clinicians alongside managers. In 2013-2014, clinical com-
missioning groups controlled about half of the total NHS budget.

NHS-England was created to oversee the clinical commissioning
groups. Reforms have also envisaged that all hospitals would become
semi-autonomous foundation trusts, and that clinical commissioning
groups would have more freedom to commission different kinds of pro-
viders and to enhance public scrutiny. However, evaluating the impact of
the reform on cost, health outcomes, and quality of care will be complex,
not least in the disentangling of the effects of the reform from the impact
of financial pressures on health and social care services (National Audit
Office, 2013).

Table 1.1 presents selected features of the national health care pro-
grams and health outcomes in Canada, Germany, and the United Kingdom
and compares them with those in the United States.
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SYSTEMS FRAMEWORK

A system consists of a set of interrelated and interdependent com-
ponents designed to achieve some common goals. The components are
logically coordinated. Even though the various functional components of
the health services delivery structure in the United States are at best only
loosely coordinated, the main components can be identified with a sys-
tems model. The systems framework used here helps understand that the
structure of health care services in the United States is based on some basic
principles, provides a logical arrangement of the various components, and
demonstrates a progression from inputs to outputs. The main elements of
this arrangement are system inputs (resources), system structure, system
processes, and system outputs (outcomes). In addition, system outlook
(future directions) is a necessary element of a dynamic system. This frame-
work has been used as the conceptual base for organizing later chapters in
this book (see Figure 1.5).

System Foundations

The structure of the current health care system is not an accident—
historical, cultural, social, and economic factors explain its current struc-
ture. As discussed later in this text, these factors also affect forces that shape
new trends and developments and those that impede change.

System Resources

Both human and nonhuman resources are essential for the delivery
of health care services. Human resources consist of the various types and
categories of workers directly engaged in the delivery of health care to
patients. Such personnel—including physicians, nurses, dentists, pharma-
cists, other professionals trained at the doctoral level, and numerous cat-
egories of allied health professionals—usually have direct contact with
patients. Numerous ancillary workers, such as those involved in billing and
collection, marketing and public relations, and building maintenance, often
play important but indirect supportive roles in the delivery of health care.
Health care managers are needed to manage and coordinate various types
of health care services.
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I. SYSTEM FOUNDATIONS

E
N Cultural Beliefs and Values, Historical Developments
V' | “Foundations of U.S. Health Care Delivery”
I!! (Chapter 2)
o ‘“Historical Overview of U.S. Health Care Delivery”
N (Chapter 3)
M
E
N
.
System Features
Il. SYSTEM RESOURCES Ill. SYSTEM PROCESSES IV. SYSTEM OUTCOMES
Human Resources The Continuum of Care Issues and Concerns
“Health Care Providers “Outpatient Services and Primary Care” “Cost, Access, and Quality
and Professionals” (Chapter 7) (Chapter 12)
(Chapter 4) “Hospitals”
(Chapter 8) Mw
Nonhuman Resources “Managed Care and Integrated Systems” Health Policy”
“Technology and Its Effects” (Chapter 9) (Chapter 13)
(Chapter 5)
“Financing and Reimbursement Special Populations
Methods “Long-term Care Services”
(Chapter 6)

(Chapter 10)
“Populations with Special Health Needs”
(Chapter 11)

'

V. SYSTEM OUTLOOK

“The Future of Health Services Delivery”
(Chapter 14)

mICcHCT
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Figure 1.5 Systems Framework

System Processes

The system processes are carried out mainly through the health care
delivery infrastructure consisting of hospitals, clinics, long-term care pro-
viders, etc. Most health care services are delivered in non-institutional
settings, which are mainly associated with processes referred to as outpa-
tient care. Institutional health services (inpatient care) are predominantly
associated with acute care hospitals. Managed care organizations take
responsibility for the actual delivery of health care, apart from their role
in financing, insurance, and payment functions. Integrated systems are
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equipped to deliver a range of health care services. Special institutional
and community-based settings have been developed for long-term care and
mental health. The health care infrastructure must also support populations
that have special needs.

System Outcomes

System outcomes refer to the critical issues and concerns surrounding
what the health services system is able to accomplish—or not accomplish—
in terms of its primary objective. The primary objective of any health care
delivery system is to provide cost-effective health services that meet certain
established standards of quality to an entire nation. The previous three ele-
ments of the systems model (foundations, resources, and processes) play
a critical role in fulfilling this objective. Access, cost, and quality are the
main outcome criteria for evaluating the success of a health care delivery
system. Issues and concerns regarding these criteria trigger broad initia-
tives for reforming the system through health policy.

A dynamic health care system must look forward. In essence, it must
project into the future the accomplishment of desired system outcomes in
view of social, cultural, economic, and other main forces of change.

CONCLUSION

The United States has a unique system of health care delivery, but this
system lacks universal access; therefore, continuous and comprehensive
health care is not enjoyed by all Americans. Health care delivery in the
United States is characterized by a patchwork of subsystems developed
either through market forces or the need to take care of certain population
segments. These components include managed care, the military and VA
systems, the system for vulnerable populations, and the emerging IDSs. No
country in the world has a perfect system. Most nations with a national
health care program have a private sector that varies in size. The systems
framework provides an organized approach to an understanding of the vari-
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| ous components of the United States health care delivery system. |
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