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INTRODUCTION 
- We b e l i e v e  t h a t  t h i s  is  an important  

r epor t .  I t  proposes a  s o l u t i o n  t o  a 
problem which has  long t roubled  t h e  
Twin C i t i e s ,  and it does so a t  a time 
when t h e  community s e e m s  ready t o  t ake  
ac t ion .  

The r e p o r t ' s  e s s e n t i a l  p o l i c y  conclusion 
is n o t  s u b s t a n t i a l l y  d i f f e r e n t  from what 
w a s  v i s i b l e  i n  t h e  C i t i z e n s  League 
r e p o r t ,  "Hospital  Centers  and a  Health 
Care System, " i n  1970. The s i t u a t i o n  of  
'over-bedding' i n  t h i s  community has  
been recognized and f rankly  d iscussed  by 
persons i n  t h e  h o s p i t a l  community f o r  
years ,  and repea tedly  repor ted  i n  t h e  
newspapers. And most of the i s s u e s  as 
we f i n d  them today had s u b s t a n t i a l l y  
taken shape a t  t h e  time of  t h e  l a s t  
C i t i zens  League r e p o r t  on h o s p i t a l s  
seven years  ago. 

These i s s u e s  a r e  now coming o u t  i n t o  t h e  
arena of p u b l i c  debate,  and t h e r e  is a 
r e a l  prospect  of  a c t i o n  be ing  taken. 
This  is due very l a r g e l y  t o  t h e  impact 
o f  t h e  (somewhat s u r p r i s i n g )  dec is ion  by 
t h e  C a r t e r  admin i s t r a t ion  t o  move no t  
d i r e c t l y  f o r  n a t i o n a l  h e a l t h  insurance ,  
b u t  i n i t i a l l y  f o r  a  s o l u t i o n  t o  t h e  
problem of c o s t  containment i n  the  
h e a l t h  c a r e  system. Local ly,  t h i s  sense 
of impending a c t i o n  has been enhanced by 

F t h e  growing concern among h o s p i t a l  
p lanners  about t h e  continued r ebu i ld ing  
of ou r  bed capac i ty  a t  a t i m e  when hos- 
p i t a 1  u t i l i z a t i o n  is no longer  growing 
s i g n i f i c a n t l y .  

This  r e p o r t  proposes a s o l u t i o n  t o  t h a t  
p a r t i c u l a r  i s s u e  before  t h e  Twin C i t i e s  
a rea :  What should now be done about 
h o s p i t a l  over-capaci ty;  and, s p e c i f i -  
c a l l y ,  how? 

It  would be unfor tunate ,  however, i f  
t h e  i s s u e  of 'beds' a t t r a c t e d  a dispro-  
p o r t i o n a t e  a t t e n t i o n .  For t h i s  is ,  
fundamentally, an i s s u e  of f a r  l e s s  
importance than t h e  l a r g e r  i s s u e  we 
a l s o  d i scuss :  That of how medical/ 
h o s p i t a l  c a r e  is t o  be organized,  
f inanced and de l ive red  with due a t t e n -  
t i o n  both t o  q u a l i t y  and t o  cos t -  
r e s t r a i n t .  

I t  i s  important a l s o  t o  keep i n  mind 
t h e  i s s u e s  which we could not  address  
i n  t h i s  r e p o r t .  There is  a problem 
remaining, we know, wi th  t h e  d i s t r i b u -  
t i o n  of  h e a l t h  ca re  s e r v i c e s .  There 
is  a problem remaining with t h e  
f inancing  of care .  There i s  a need t o  
p l ace  a  new emphasis on 'p revent ion '  
and on h e a l t h  maintenance. There is  a 
need t o  expand t h e  s o c i a l  s e r v i c e  sys- 
tem t o  cover  a r e a s  from which t h e  
medical /hospi tal  system withdraws. 
Our focus,  i n  t h i s  r e p o r t ,  on i s s u e s  
about h o s p i t a l s  does not  dea l  ade- 
qua te ly  with these  o t h e r  i s s u e s .  The 
committee's time was l i m i t e d  and we 
could no t  g ive  these  ques t ions  proper  
a t t e n t i o n .  



* The Twin C i t i e s  a r e a ,  l i k e  t h e  n a t i o n ,  
i s  i n  t h e  e a r l y  s t a g e s  o f  a major de- 
b a t e  ove r  how much it wants t o  spend 
on i t s  h e a l t h  care system. 

The n a t i o n ' s  h e a l t h  c a r e  system has  
been d rama t i ca l l y  expanded over  t h e  
p a s t  30 yea r s ,  mainly i n  t h e  area o f  
pe r sona l ,  r a t h e r  than  p u b l i c ,  h e a l t h .  
Se rv i ce s  have grown, h o s p i t a l s  have 
been b u i l t ,  and major e f f o r t s  have 
been made t o  h e l p  people  pay f o r  ca re .  
This  has  been good. But it has c re -  
a t e d  a system now c o s t i n g  $140 b i l l -  
i o n  a yea r ,  expanding a t  about  10% a 
yea r ,  and now rep re sen t ing  a lmos t  9% 
of t h e  t o t a l  n a t i o n a l  economy. 

* The t a s k  of e f f e c t i v e l y  managing this 
system is  e x t r a o r d i n a r i l y  d i f f i c u l t .  
Medical s c i ence  and technology is  
a b l e  t o  work wonders. P a t i e n t s  want 
t h e s e  s e r v i c e s .  Doctors and hospi- 
t a l s  a r e  s t r o n g l y  motivated t o  pro- 
v ide  them. The f a c i l i t i e s  and equip- 
ment are i n  p l a c e .  And--most 
important--these s e r v i c e s  can now be 
p a i d  f o r .  A remarkable arrangement 
has  developed, i n  f a c t ,  under which-- 
increas ing ly- -ne i ther  t he  d o c t o r  nor  
t h e  p a t i e n t  pays,  d i r e c t l y ,  f o r  what 
he r ece ives .  Rather ,  through t h e  
p u b l i c  and p r i v a t e  insurance  pro- 
grams, t h e  c o s t s  a r e  f l o a t e d  o u t  
a lmos t  i n v i s i b l y  through premium 
payments and t a x e s  and t h e  p r i c e s  
o f  p roducts  i n  t he  American economy, 
un re s t r a ined  e i t h e r  by p u b l i c  regu- 
l a t i o n  o r  by f o r c e  o f  compet i t ion i n  
t h e  market . 

* A l l  t h i s  problem i s  p r e s e n t  i n  t h e  & 

Twin C i t i e s  a r e a .  W e  have a h igh  
l e v e l  o f  good h e a l t h ,  and an out-  
s t and ing  h e a l t h  c a r e  system. But it 
is  q u i t e  a l a r g e  system, e s p e c i a l l y  
i n  i ts  h o s p i t a l  s e c t o r .  Our hospi-  
t a l s  a r e  running a t  r e l a t i v e l y  low 
l e v e l s  o f  occupancy, now. And t h e  
p r e s s u r e s  e s p e c i a l l y  f o r  sho r t en ing  
t h e  l eng th  o f  s t a y  a r e  l i k e l y  t o  
reduce s t i l l  f u r t h e r  t h e  l e v e l  o f  
use o f  h o s p i t a l s .  A s  t h i s  happens, 
t h e  costs--now about  $185 a day and 
l i k e l y  t o  rise i n  any event  t o  about  
$350 a day over  t h e  next  s i x  years-- 
could rise even more r ap id ly .  

* These i s s u e s  w i l l  come t o  focus i n  
another  ' round'  o f  h o s p i t a l  p lanning  
s t a r t e d  i n  September, 1977, by t h e  
Metropol i tan Heal th  Board and Metro- 
p o l i t a n  Council .  A s p e c i a l  t a s k  
fo rce  i s  being charged t o  set  guide- 
l i n e s  f o r  t h e  s i z e  o f  t h e  f u t u r e  
h o s p i t a l  system by e a r l y  1978, wi th  
s p e c i f i c  dec i s ions  about  t h e  f u t u r e  
o f  p a r t i c u l a r  h o s p i t a l s  t o  be made 
by e a r l y  1979. 

* W e  have concluded t h a t  t h e  expansion 
o f  t h e  h e a l t h  care system does need 
t o  be brought  w i th in  some reasonable  
' g o a l '  set by p u b l i c  po l i cy :  I t  can 
n o t  any longe r  be  pe rmi t t ed  t o  ex- 9 

pand un re s t r a ined .  The t r ends , t oward  
reducing u t i l i z a t i o n  o f  hosp i t a l s - -  
where c a r e  is most expensive,  and - 
where c o s t s  have been r i s i n g  most 
rapidly--do need t o  be  encouraged. 
This  can happen, i n  t h i s  community, 
wi thout  s a c r i f i c e  i n  ou r  l e v e l  o f  
h e a l t h  o r  i n  t h e  q u a l i t y  of c a r e .  



.......... IN OUR REPORT 
* For t h i s  t o  happen, however, t h e  d i s -  " 

cussion w i l l  have t o  move o u t  beyond 
t h e  r e l a t i v e l y  closed community of 
hea l th  profess ionals  i n  which t h e  is- 
sues  have been debated, but  not  re-  
solved, up t o  t h i s  point .  I t  is a 
bas ic  ques t ion  about t h e  a l l o c a t i o n  
of resources--between hea l th  ca re  and 
education and a l l  the o the r  major 
publ ic  functions.  This means t h e  
general  policy-making i n s t i t u t i o n s  
w i l l  become involved. A t  the  na t iona l  
l e v e l ,  Congress already is. Locally, 
it means t h e  Minnesota Legis la ture  and 
t h e  Metropolitan Council. On t h e  p r i -  
va te  s ide ,  and i n  t h e  h o s p i t a l  comrnu- 
n i t y ,  the re  is a g rea t  need f o r  t h e  
trustees--as t h e  pol icy  o f f i c i a l s - - t o  
become much more involved i n  t h e  is- 
sues a t  t h e  community l e v e l .  

* While a l a rge  r e s p o n s i b i l i t y  f o r  con- 
t r o l l i n g  u t i l i z a t i o n  r e s t s  with physi- 
c i ans ,  s ince  they con t ro l  admission t o  
and discharge from t h e  h o s p i t a l ,  a key 
focus f o r  publ ic  a c t i o n  w i l l  have t o  
be t h e  h o s p i t a l ,  and the  h o s p i t a l  sys- 
tem. Overall ,  t h e  s i z e  of t h e  Twin 
C i t i e s  a r e a ' s  h o s p i t a l  p l a n t  should be 
reduced by from 1,500 t o  3,500 beds. 
This would serve  t o  r a i s e  occupancy 
l e v e l s .  I t  would a l s o  serve  t o  c r e a t e  
some pressure  t o  r e s t r a i n ,  r a t h e r  than 
t o  expand, u t i l i z a t i o n .  

* This reduction should be ca r r i ed  ou t  
by the  h o s p i t a l  community i t s e l f .  
The publ ic  s e c t o r  must s e t  some over- 
a l l  pol icy  direction--about ' t h e  s i z e ,  
shape and s t r u c t u r e  of the  h o s p i t a l  
system. But (unless the  p r i v a t e  
s e c t o r  f a i l s  t o  a c t )  the  government 
should not  move t o  c lose  beds, o r  
h o s p i t a l s ,  by publ ic  author i ty .  

* Important a s  t h i s  is ,  it represents  
only a f i r s t  s t e p  t o  dea l  with the  
problem. The Twin C i t i e s  a rea  should 
a l s o  move aggressively t o  work a fun- 
damental change i n  t h e  way h e a l t h  
ca re  de l ive ry  i s  organized and 
financed . . . by encouraging t h e  
development of p lans  i n  which doctors  
and h o s p i t a l s  have a bu i l t - in  incen- 
t i v e  not  only t o  give high-quality 
ca re  but  a l s o  t o  be ca re fu l  about 
t h e i r  cos t s .  Our a rea  has a remark- 
able  o p p ~ r t u n i t y  t o  do this--as a 
r e s u l t  of t h e  rapid  growth i n  the 
number and enrollment of such prepaid 

, hea l th  de l ivery  p lans  here i n  t h e  
I p a s t  few years.  The key encourage- 

ment, however, w i l l  come not from I government bu t  from t h e  p r i v a t e  sec- 
t o r  . . . and espec ia l ly  from labor 
and business,  on whom t h e  c o s t s  a r e  
now f a l l i n g  most heavily.  



FINDINGS 
Public debate over continuing expansion of 

* the Twin Cities hospital system is now 
beginning. 

The growth and development of  hpgp i t a l s  
i n  t h i s  met ropol i tan  a r e a  wqs an insep-  
a r a b l e  p a r t  of t h e  development o f  t h e  
s k i l l s  and technology of  pe r sona l  
hea l th .  Hospi ta l s  provided t h e  s e t t i n g  
i n  which i n f a n t  m o r t a l i t y  went down, i n  
which l i v e s  were saved, i n  which kid-  
neys were rep laced  and h e a r t s  repa i red .  
Understandably, t h e r e f o r e ,  t h e  growth 
of h o s p i t a l s  . . . t h e  remodelings and 
expansions; t h e  new wings and new 
f l o o r s  ; t h e  new e q u i p w n t  ; t h e  constxuc- 
t i o n  of new h o s p i t a l s  i n  t he  suburbs,  
beginning i n  t h e  1960s . . . have been 
regarded almost u n i v e r s a l l y  as a v i t a l l y  
important  p a r t  o f  t h e  community I s  pro- 
gress .  In  t h e  "qua l i t y  of  l i f e "  i nd i -  
ce s ,  t h e  index f o r  h e a l t h  is, i n  p a r t ,  
the  number of h o s p i t a l  beds p e r  c a p i t a .  

We a r e  coming i n t o  a pe r iod  when t h i s  
underlying assumption abqut  t h e  d e s i r -  
a b i l i t y  of more and l a r g e r  h o s p i t a l s  is 
fundamentally changing. This  i s  prob- 
a b l y  n o t  y e t  apparent  t o  t h e  genera l  
pub l i c .  It is t o  be found, today, 
mainly i n  t he  debates  i n  Washington 
over  t h e  P r e s i d e n t ' s  p roposa l  t o  ' cap '  
t h e  r a t e  o f  i nc rease  i n  h o s p i t a l  reve- 
nues. There have been no comparable 
proposa ls ,  y e t ,  on t h e  s tate o r  l o c a l  
scene. 

A changing a t t i t u d e  has  been v i s i b l e  t o  
u s ,  however, i n  o u r  s tudy  o f  h o s p i t a l s  
i n  t h e  Twin C i t i e s  a r ea .  We have found 
t h e  people involved i n  t he  h e a l t h  c a r e  
system t o  be a remarkably a b l e  and 

s o p h i s t i c a t e d  group--deeply pe rcep t ive  
about  t h e i r  s i t u a t i o n ,  acu te ly  tuned t o  
t h e  t r e n d s  and changes t ak ing  p l a c e ,  
and a r t i c u l a t e  about t h e  i s s u e s .  Within 
t h i s  community o f  p r o f e s s i o n a l s ,  t h e  
expec ta t ion  is  widespread t h a t  a funda- 
mental rearrangement o f  t h e  system i s  
impending. 

This  does n o t  r e f l e c t  a concern about  
t h e  q u a l i t y  o f  h e a l t h  ca re .  The pres-  
s u r e  f o r  change r e f l e c t s  no sense of  
f a i l u r e  by t h e  system on t h a t  score .  
Rather ,  t h e  d r i v i n g  f o r c e  i s  t h e  prob- 
lem of  t h e  fundamental i n a b i l i t y  t o  
c o n t r o l  t h e  c o s t  o f  t h e  system. This  
problem, which we w i l l  exp la in  f u l l y  
h e r e i n ,  has  peen q u i e t l y  b u i l d i n g  over  
t h e  l a s t  20 years .  It has not  been 
e f f e c t i v e l y  tended t o .  P a r t l y  because 
h o s p i t a l s  a r e  l a r g e l y  p r i v a t e  i n s t i t u -  
t i o n s ,  and p a r t l y  because s o  small a 
p a r t  o f  t h e  p u b l i c  money w a s  l o c a l  
p rope r ty  t a x  d o l l a r s ,  t h e  i s s u e s  t h a t  
emerged have no t  become f u l l y  ma t t e r s  
of genera l  p u b l i c  debate .  Action has  
been de fe r r ed .  So t h e  p re s su re  f o r  
change has  cont inued t o  bu i ld .  Now-- 
as a r e s u l t  o f  t h e  congress iona l  deba te  
and of  l o c a l  developments we desc r ibe  
i n  t h i s  report-- the community, pre-  
pared o r  no t ,  must begin t o  grapple 
with i s s u e s  t h a t  should perhaps have 
been addressed a decade ago. 

Growth of the medical hospital system has 
been largely unrestrained. 

A s  a foundation f o r  t he  d i scuss ion  o f  
t h e  p o l i c y  i s s u e s  now emerging, it i s  
abso lu t e ly  e s s e n t i a l  t o  understand t h e  
way t h e  system works, and t h e  way t h e  



changes of r ecen t  yea r s  have removed t h e  
r e s t r a i n t s  on what is ' p o s s i b l e ' .  

It is  b e s t  thought  o f  a s  a coming- 
toge the r  of four  f a c t o r s .  

The f i r s t  is  medical technology. There 
has been a dramatic  jncrease ,  i n  our  
l i f e t i m e s ,  of  what can be done t o  
r e p a i r  t h e  human body. Organs can be 
replaced.  Hips can be repa i red .  ' A r t i -  
f i c i a l '  p a r t s  a r e  becoming common. And 
t h e  range of what i s  t e c h n i c a l l y  poss ib l e  
i s  continuing t o  expand. 

The second is the  supply of medical/ 
hospituZ resources. ~ o t  s o  many yea r s  
ago, medical care--even though technic-  
a l l y  developed--was not  widely access-  
i b l e .  The s p e c i a l i z e d  f a c i l i t i e s ,  par- 
t i c u l a r l y ,  were provided only  a t  qne 
'medical cen te r '  w i th in  t h e  state. 
Transpor ta t ion  was slower. Even i n  
emergency cases ,  it w a s  o f t e n  simply no t  
poss ib l e  t o  ' g e t  t h e r e  i n  t i m e ' .  This ,  
t oo ,  has r a d i c a l l y  changed. P a r t l y ,  it 
has been t h e  d i s t r i b u t i o n  o f  medical 
s e r v i c e s  and h o s p i t a l s  broadly through- 
out  t h e  s t a t e - - the  l a t t e r  a s  a r e s u l t  of 
t h e  Hill-Burton h o s p i t a l  cons t ruc t ion  
program beginning i n  1946. P a r t l y ,  t oo ,  
it has  been an improvement i n  t r anspor t -  
a t i o n .  Ambulances speed along t h e  f ree-  
ways br inging  p a t i e n t s  i n t o  t h e  metro- 
p o l i t a n  a r e a ,  when t h e  l o c a l  f a c i l i t i e s  
cannot handle t h e  problem . . . o r  ill 
o r  i n j u r e d  p a t i e n t s  are brought i n  by 
a i rp l ane .  

The t h i r d  i s  'demandf--the motivat ion t o  
r ece ive ,  and t o  provide,  medical and 
h o s p i t a l  care .  This is n o t  v i s i b l y  
l imi t ed .  Through books, magazine ar t i -  
c l e s ,  newspaper columns and t e l e v i s i o n  
s e r i e s ,  t h e  p u b l i c  is  educated about t h e  
s e r v i c e s  now a v a i l a b l e .  Doctors and 
h o s p i t a l s ,  f o r  t h e i r  par$, have s t r o n g  
p ro fes s iona l ,  and a l s o  economic, motiva- 
t i o n s  t o  d e l i v e r  t hese  se rv ices .  

The f o u r t h  . . . which i n t e r l o c k s  wi th  
a l l  of  t h e  foregoing . . . i s  the  financ- 
i n g  of heal th  care. The arrangements f o r  

paying f o r  h e a l t h  c a r e  have been drama- 
t i c a l l y  changed. Charges used t o  be pa id  
by p a t i e n t s ,  d i r e c t l y ,  or-- i f  they could 
n o t  pay t h e i r  b i l l s - -pa id  f o r  them by 
p r i v a t e  a h a r i t y .  Funds were l imi t ed .  . 
So, t h e r e f o r e ,  were h o s p i t a l  revenues. 
Money f o r  bu i ld ings  came from p r i v a t e  
g iv ing ,  through fund-rais ing campaigns. - 
Then, beginning i n  t h e  1930s and moving 
r a p i d l y  through t h e  1950s and 1960s, a 
whole new arrangement emerged: pre-  
payment and insurance.  Today, most 
people pay f o r  doctors  and h o s p i t a l s  by 
paying insurance companies ( o r  govern- 
ment, through t a x e s ) ,  which then pay 
doc to r s  and h o s p i t a l s .  These ' t h i r d -  
p a r t y  payers '  have allowed h o s p i t a l s  t o  
inc lude ,  i n  every p a t i e n t ' s  b i l l ,  a 
charge f o r  t h e  c o s t  of  bui ld ings  and 
equipment. So, today,  h o s p i t a l s  can-- 
and do--go l a r g e l y  t o  t h e  bond market 
f o r  money when they expand o r  r e b u i l d ,  
and repay t h e  borrowing with t h e  s teady 
and dependable stream o f  funds provided 
through reimbursement. 

In  a very r e a l  sense ,  t h e  d i r e c t  rela- 
t i o n s h i p  between what i s  done and what 
is pa id ,  has been l o s t .  The doctor  
o rde r s  resources i n t o  use ,  but  he does 
not  pay. The h o s p i t a l  provides s e r v i c e s  
and f a c i l i t i e s ,  bu t  it does not  pay. 
B i l l s  go t o  t h e  i n s u r e r .  And t h e  in-  
surer pays them with t h e  premium payments 
from po l i cy  holders .  I f  c o s t s  r i s e  be- 
yond premium revenues, he secures  per- 
mission t o  raise premium rates, broadly 
ac ross  h i s  i n su red  populgt ion.  So t h e  
impact of  t h e  c o s t  o f  what is  done flows 
o u t  and is d i spe r sed  i n t o  t h e  whole ocean 
of  premium payments, i n  which t h e  l e v e l  
r i s e s  s t e a d i l y  bu t  very gradual ly .  
F ina l ly ,  o f  course--as h e a l t h  insurance b 

has cqqe more and more t o  be a b e n e f i t  
provided by t h e  employer--we have t h e  
s i t u a t i o n  where f o r  many persons even 
t h e  insurance premiums a r e  no longer  
pa id  d i r e c t l y  by t h e  indiv idual .  They 
a r e  pa id  by t h e  employer, and flow o u t  
i n t o  t h e  p r i c e  o f  t h e  goods and s e r v i c e s  
m v i p g  i n  t h e  whole economy of t h i s  
country. 



In i t s  report i n  1970 the Citizens beague 
quoted a summary by Ar)ne and Herman 
Somers from the i r  book, "Medicare and 
the Hospitals" , of the situation a t  which 
we have now arrived, uniquely i n  the 
health care system: 

"In no other realm of econovic l i f e  
i s  repayment guaranteed for  costs 
tha t  are neither controlled by com- 
pet i t ion nor regulated by public 
authority, and i n  which no motive 
for  economy can be discerned." 

The resul t s ,  as t h i s  radically altered 
arrangement has worked over the past 15 
years, are not surprising. The dramatic 
expansion of what is  possible, combined 
with the normal desire of people t o  have 
the i r  i l l s  cured and the i r  suffering 
relieved, has produced 8 very lqrge in- 
crease in  t o t a l  spending on health ser- 
vices. Riqing a t  the ra te  of about 10% 
a year, health care costs are now es t i -  
mated a t  about! $140 b i l l ion ,  and aye now 
approaching 9% of the gross national 
product. Health care i s  now the largest  
industry i n  the nation--and in  Minnesota, 
where it accounts for  7,3% of the work 
force. The buildings i n  which Chis in- 
dustry i s  carried on are among the 
largest  buildings being built--surpass- 
ing in  many cases, now, the projects 
b u i l t  e i ther  by corporate enterprise or 
by government. 

It is in hospitals that expansion has been 
most rapid. 
Over the l a s t  three yeare the pospital 
element of health care expenditures has 
been r i s ing  a t  about 14% per year-- 
about half again the rate  of increase 
in the cost of l iving generally. 

Four principal explanations for  t h i s  can 
be distinguished. 

-There has carried forward, within the 
hospital as  an ins t i tu t ion ,  from i t s  
early days as a charitable (and fre- 
quently religious) organization, a deep 
and powerful commitment t o  "the best 

possible care " . 
-The relationship of hospitals t o  doc- 
tors  makes the hospitals especially 
anxious t o  provide the f a c i l i t i e s  and 
equipment with which t o  deliver th is  
care. Doctors are  independent of hos- 
p i t a l s .  While a hospital i s ,  i n  one 
sense, i t s  organized medical s t a f f ,  the 
doctors do not i n  a formal sense belong 
t o  the hospital. Doctors e lec t  t o  
practice i n  a part icular  hospital; and 
may change the i r  a f f i l ia t ion .  It i s  
the doctors who bring patients to  a 
hospital. It is the doctors who decide 
what services are t o  be delivered, and 
what procedures are t o  be performed. 
A s  hospital trustees have said t o  our 
committee : "Doctors are the marketing 
arm of the hospital." There are some 
exceptions t o  th i s  picture--most impor- 
tant ly,  the general public hospital and 
the prepaid group practice. But the 
general picture holds. 

-The desire of the hospitals t o  provide 
the f a c i l i t i e s  and services is sti l l  
further enhanced by the division of the 
'community hospital1--in a metropolitan 
area l ike  ours--into a number of sepa- 
ra te ,  independent, and ( to  a s ignif i -  
cant degree) competitive inst i tut ions.  
Hospitals t r y  t o  a t t r a c t ,  and hold, 
doctors. Each, therefore, has an 
incentive t o  behave as  i f  it were the 
only hospital i n  town--providing as 
f u l l  a range of services as possible. 
No effective mechanism exis t s  a t  the 
community level t o  produce a system i n  
which hospitals are specialized by 
function or by level of service-- 
comparable, say, t o  the system of fac i l -  
i t i e s  for  higher education which exists  
i n  the metropolitan area. This behavior 
by hospitals, further stimulated by the 
independence of doctors from hospitals, 
produces the over-supply of beds and the 
duplication of f a c i l i t i e s  about which 
there has been such a growing concern 
since the l a t e  1950s. 

-In many cases, the third-party payment 
of medical b i l l s  has been t ied  t o  



hosp i t a l i za t ion .  Insurance p o l i c i e s  pro- 
vide,  t h a t  i s  , f o r  reimbursement f o r  ca re  
de l ivered  i n  a hosp i t a l .  This s e t s  up a 
s t rong incent ive  f o r  doctors  t o  hospi ta l -  
i z e  p a t i e n t s ,  and t o  perform on an jn- 
p a t i e n t  b a s i s  work t h a t  was formerly done, 
and might s t i l l  be done, on an out -pat ient  
bas is .  

Hospital  charges a r e  l i k e l y  t o  continue t o  
r i s e  i n  t h e  fu tu re  a t  r a t e s  s i g n i f i c a n t l y  
above t h e  general  r a t e  of p r i c e  increase .  
Projec t ions  a r e  not  common. But they have 
been published a s  a p a r t  of t h e  f i n a n c i a l  
ana lys i s  required f o r  the  o f f e r i n g  of 
bonds issued t o  finance h o s p i t a l  recon- 
s t r u c t i o n .  

The prospectus f o r  t h e  o f f e r i n g  by United 
Hospitals  i n  St .  Paul, f o r  example, shows 
in-pat ient  pe r  diem charges r i s i n g  a t  an 
average annual r a t e  of over lo%,  t o  $343 
per  day by 1983 ( see  Table 1). 

United i s  probably not  an exceptional  
case,  even though i ts  r a t e s  w i l l  obvious- 
l y  include a heavy charge f o r  c a p i t a l ,  
from i ts  rebuilding.  What t h e  consul tant  
is r e a l l y  saying is t h a t  these  r a t e s  w i l l  
not  be o u t  of l i n e  with h o s p i t a l  charges 
genera l ly  i n  t h e  Twin Ui t i e s  a rea ,  over 
the  next half-dozen years .  

The Twin Cities has developed a large 
number of hospitals, and makes heavy use of 
them. 

In  the  background s e c t i o n  of t h i s  r epor t  
we describe i n  some d e t a i l  the h o s p i t a l s  
i n  the  region,  and t h e i r  evolut ion and e 

expansion. It is  important t o  provide 
again here ,  however, a few key numbers 
t h a t  a r e  e s s e n t i a l  t o  have i n  mind during 
any pol icy  discussion.  

F i r s t ,  with respect  t o  t h e  size of the  
system. 

-There a r e  35 h o s p i t a l s  ( the  Veterans 
Administration and t h e  s t a t e  h o s p i t a l s  
normally being excluded from calcula-  
t i o n )  . Broadly speaking, these f a l l  
i n t o  two groups. One is  the  s e t  of 
small-town o r  ' r u r a l '  hosp i t a l s  around 
t h e  edges of t h e  seven-county a rea :  
Fores t  Lake, Watertown, Waconia, New 
Prague, e t c .  The second is the s e t  of 
hosp i t a l s  t h a t  has grown up and expanded 

1 outward from the  cen te r  of the  region. 
In  S t .  Paul, t h e  h o s p i t a l s  remain 
l a rge ly  concentrated near downtown. In  
the  Minneapolis a rea ,  a 'round' of 
expansion i n t o  t h e  suburban a rea  has 
taken p lace ,  producing Fairview/Southdale, 

Table 1 

UNITED HOSPITALS, INC. - BOOZ, ALLEN & HAMILTON ESTIMATES 
.I 

1977 1978 1979 1980 1981 1982 1983 . 
Per diem charges $192.37 $218.42 $243.11 $274.41 $298.13 $319 -18 $342.74 

Increase over 10.5% 13.5% 11.3% 12.9% 8.6% 7.1% 7.4% 
previous year  



Methodist ,  North Memorial, Golden 
Val ley,  Mercy and Unity h o s p i t a l s .  

-For a l l  s e r v i c e s ,  t h e r e  a r e  about  . 12,700 l i censed  beds i n  t h e  a r e a  
( s ee  Table 2 ) .  Of t he se ,  i n  1977, 
something l i k e  11,600 a r e  i n  ope ra t i ng  . use. It is b e s t  n o t  t o  t r y  t o  be t o o  
p r e c i s e ,  because t he  numbers a r e  i n  
f a c t  unc lear .  ~ e f i n i t i o n s  a r e  Suzzy. 
And h o s p i t a l s  can make changes l i t e r -  
a l l y  from day t o  day i n  'beds-in- 
s e r v i c e '  . 
These t o t a l s ,  on a popu la t i on  of about  
1 .9  m i l l i o n ,  produce a r a t i o  o f  about 
6.6 l i c e n s e d  beds p e r  1 ,000 popula t ion  
f o r  a l l  s e r v i c e s  and about 5.8 beds p e r  
1 ,000 popula t ion  f o r  a c u t e  s e r v i c e s .  

-The Twin C i t i e s  a r e a  has  about  178 
phys i c i ans  p e r  100,000 popula t ion ,  

Then, w i th  r e s p e c t  t o  t he  use of  t h e  
system: 

-Hospi ta l s  i n  t h e  reg ion  d e l i v e r  about 
3.0 m i l l i o n  p a t i e n t  days o f  c a r e .  
About 15% of  t h e s e  days a r e  used by 
p a t i e n t s  who do no t  l i v e  i n  t h e  metro- 
p p l i t a n  a r e a .  This i s  a combination 
o f  t h e  number of  persons admi t ted ,  and 
how $on¶ they  s t a y .  Curren t ly ,  t h e  
admissions r + t e  is about  200 p e r  1,000 
popula t ion .  And t h e  l eng th  of s t a y  is 
averaging about 7.7 days f o r  a l l  s e r -  
v i c e s .  

-Expenditures a r e  r e l e v a n t ,  t oa .  Cur- 
r e n t l y ,  t hey  run about  $230 p e r  c a p i t a ,  
f o r  h o s p i t a l  c a r e .  This  is a combina- 
t i o n  o f  p a t i e n t  days,  t h e  number o f  
s e r v i c e s  provided,  and t h e  charges  f o r  
beds and s e r v i c e s .  

Table 2 

TWIN CITIES SUPPLY OF HOSPITAL BEDS 
(DECBMBER 31, 1976) 

Se rv i ce  Beds-in-Service* Licensed Beds 

A l l  Se rv i ce s  ( i - e . ,  med./surg., ob.,  
ped. ,  psych.,  al./chem. dep. ,  
extended c a r e ,  i n t e n s i v e  c a r e ,  
rehab. , and nursery)  

Acute Se rv i ce s  (i. e .  , med. -surg. , 
ped. ,  ob. ,  psych.,  al./chem, dep. 

General Hosp i t a l  Se rv i ce s  ( i . e . ,  med.-surg., -----. 8,800 9,700 
ped . ,  o h . )  

SOURCE: ~ e t r o p o l i t a n  Heal th  Board and Minnesota Department of Heal th .  

*Beds-in-service i s  t h e  number o f  s t a f f e d  beds a t  t h e  t i m e  t h e  survey w a s  
taken.  This number w i l l  f l u c t u a t e  throughout t h e  yea r  (peaking usua l ly  i n  January 
and February) .  Licenses  a r e  renewed annual ly .  There may be  new l i c e n s e s  gran ted  
du r ing  t h e  yea r ,  b u t  t h e  count does no t  vary as much as beds- in-service.  



In our study we made a considerable 
e f f o r t  t o  develop comparisons . . . t ry-  
ing t o  understand where the Twin Cit ies  
area stood re la t ive  t o  others.  We found 
t h i s  extremely d i f f i c u l t .  Ci t ies  are  so 
d i f fe ren t ,  i n  most cases, t h a t  compari- 
sons are misleading. We spent some time 
looking a t  national averages--but found 
these, too, l e s s  than useful. 

In the end, the most int r iguing and chal- 
lenging comparison was with the Seat t le /  
Tacoma metropolitan area. A s  the tab le  
on page 49 shows, t h i s  is a metropolitan 
area qui te  congruent--on major socio- 
economic and demographic characteris- 
tics--with the Twin Ci t ies  area. Yet, 
i t s  use of hospi ta ls  is s t r ik ing ly  lower 
than the  Twin Ci t ies  area 's  (see Table 
3 ) .  We spent a considerable amount of 
time exploring t h i s  contrast .  One 

possible explanation is t h a t  the people 
i n  the Twin Ci t ies  area require more 
care--and, therefore,  a larger  hospital  
system. We could not, however, f ind 
s ignif icant  evidence of t h i s  i n  the . 
character is t ics  e i ther  of the population 
or  of the  environment here. 

* 
A second possible explanation is  tha t  
the two communities a re  s imilar ,  but 
t ha t  people i n  Seattle/Tacoma simply 
a re  not gett ing as  much health care as  
they need. Again, we could not estab- 
l i s h  t ha t  t h i s  was the case. We were 
driven, as  a r e su l t ,  t o  the conclusion 
tha t  the difference l i e s  neither i n  the 
health problems nor i n  the level of 
health i t s e l f ,  but i n  the health care 
system . . . and specif ical ly  i n  the 
way it i s  organized and behaves. For 
t h i s ,  there <s evidence. The r a t i o  of 

Table 3 

COMPARISON OF HOSPITAL UTILIZATION BY SERVICE 
T W I N  CITIES AND SEATTLE/TACOMA mTROPOLITAN AREAS 

1975 Uti l izat ion Rates 
Services Included by Area ~ e s i d e n t s  Only 

Med./surg., ob., ped., psych., Twin Ci t ies  = About 1,300 pa t ien t  
al./chem. dep., ext. care,  days/1,000 population 
i n t .  care,  rehab., and nursery Seattle/Tacoma = About 760 pat ient  

days/1,000 population 

Med./surg., ob., ped., psych. Twin Cit ies  = About 1,100 pat ient  
days/1,000 population 

Seattle/Tacoma = About 630 pat ient  
days/1,000 population 

Med./surg., ob., ped. Twin Ci t ies  = About 900 pat ient  
days/1,000 population 

Seattle/Tacorna = About 600 pat ient  
days/1,000 population 

SOURCE: For the broadest range of services,  data came from Hospital S ta t i s -  
t i c s ,  1976 edi t ion,  American Hospital Association, table  6; for  the other two 
categories,  data came from the Metropolitan Health Board, Twin Ci t ies ,  and Health 
Systems Agency of Puget Sound. - 



beds t o  popula t ion  is s t r i k i n g l y  d i f f e r -  
e n t  . . . and lower. In  1975 (1976 d a t a  
f o r  Seattle/Tacoma w e r e  no t  a v a i l a b l e )  
Seattle/Tacoma opera ted  a h o s p i t a l  p l a n t  
of about  6,600 l i censed  beds (excluding 
nursery  beds) l ,  o r  about  3.5 beds / l ,  000 
popula t ion ,  compared t o  t h e  Twin C i t i e s  
a rea /s  11,500 l i c e n s e d  beds,  o r  about  
6 .1  beds / l  , 000 population2--and a t  
roughly t h e  same l e v e l  of occupancy. 
This  i t s e l f  is l i k e l y  t o  be p a r t l y  a 
r e s u l t ,  and p a r t l y  a cause,  o f  a not ice-  
ab ly  lower length  o f  s t a y ,  and t h e r e f o r e  
t o t a l  p a t i e n t  days of  care- - re f lec ted  i n  
Table 3. 

Efforts to restrain rising hospital costs have 
not been particularly successful. 
I n i t i a l l y ,  o f  course ,  t h e  problem o f  
c o s t s  was v i s i b l e  mainly i n  terms of  t h e  
problem of  c o s t s  t o  t h e  ind iv idua l  
p a t i e n t :  The fami ly ' s  a b i l i t y  t o  pay 
f o r  medical and h o s p i t a l  ca re .  This  bas  
been c a l l e d  t h e  problem of  c o s t  relief. 
It was--and remains, f o r  a s u b s t a n t i a l  
p a r t  o f  t h e  American population--a real 
problem. I t  is  a dramatic ,  and pe r sona l ,  
problem. It has ,  t h e r e f o r e ,  a t t r a c t e d  
much a t t e n t i o n ,  p o l i t i c a l l y .  It is t h i s  
problem o f  c o s t  r e l i e f  thaf  u n d e r l i e s  t h e  
cont inuing  e f f o r t  s i n c e  about  1948 f o r  
some form o f  ' n a t i o n a l  h e a l t h  i n su rance ' ,  
and which s t imu la t ed  t h e  passage of Medi- 
c a r e  and Medicaid i n  1965. 

The problem o f  c o s t  containment has  
appeared only  more r e c e n t l y ,  It involves  
t h e  impact on t h e  economy o f  t h e  
resources  drawn i n t o  h e a l t h  c a r e  . . . 
and is r e f l e c t e d  i n  t h e  concern of r ecen t  
n a t i o n a l  admin i s t r a t i ons  about t h e  impli-  / 
c a t i o n s  of a system c o s t i n g  $140 b i l l i o n  . 
a yea r ,  r i s i n g  a t  t h e  compounded rate of 
about 10% a year .  It is, however, o 
problem t h a t  a f f e c t $  i n d i v i d u a l s  on ly  
i n d i r e c t l y .  It i s  complicated, and 
a b s t r a c t ,  and i n  a real sense  i n v i s i b l e  
t o  t h e  genera l  pub l i c .  F i n a l l y ,  it is 
cons iderably  less a t t r a c t i v e  an  e f f o r t  
p o l i t i c a l l y .  Ea r ly  e f f o r t s  t o  contq in  
investment i n  t h e  h o s p i t a l  system d i d  

i 
i 

begin t o  appear ,  however, w i th in  10  t o  
15  yea r s  a f t e r  t h e  i n i t i a l  spread of 
insurance and prepayment programs. 

By t h e  l a t e  1950s, under t h e  s t imulus  of  
t h e  Publ ic  Health Serv ice ,  'vo luntary '  
h o s p i t a l  planning counc i l s  were being 
formed i n  many of t h e  major urban a r e a s  
i n  an e f f o r t  t o  d e a l  w i th  t h e  growing 
problem of  excess  bed capac i ty .  Such a 
counci l  ( o r i g i n a l l y  t h e  s e p a r a t e  Plan- 
ning Agency f o r  Hosp i t a l s  of Metropoli- 
t a n  Minneapolis, and t h e  Hospi ta l  Plan- 
n ing  Council of S t .  Paul), was formed i n  
t h e  Twin C i t i e s  a r e a  i n  t h e  e a r l y  1960s. 

About 1970, fol lowing t h e  f e d e r a l  l e g i s -  
l a t i o n  of 1967, it w a s  b a s i c a l l y  t r a n s -  
formed. It had been e s s e n t i a l l y  an 
extension o f  h o s p i t a l s .  It became 
e s s e n t i a l l y  an ex tens ion  o f  t h e  commu- 
n i t y .  A s  a Metropol i tan Heal th Board, 
it rece ived  a ma jo r i ty  o f  'consumer' 
members, wi th  ' p rov ide r s '  reduced t o  a 
minori ty .  Its new governmental charac- 
t e r  was i n d i c a t e d  a l s o  by t h e  f a c t  t h a t  
t h e  Board was aq ex tens ion  of  t h e  Metro- 
p o l i t a n  Council ,  which o f f i c i a l l y  c a r r i e d  
t h e  des igna t ion  a s  t h e  r eg ion ' s  compre- 
hensive h e s l t h  planning agency. 

I n  1971, s i g n i f i c a n t l y  g r e a t e r  powers 
were added i n t o  t h i s  system a s  a r e s u l t  
o f  t h e  s t a t e  law r e q u i r i n g  a ' c e r t i f i c a t e  
of  need' f o r  every c a p i t a l  improvement of  
( o r i g i n a l l y )  $5Q,000 o r  more. 

Most r e c e n t l y ,  Minnesota has  provided f o r  
a h o s p i t a l  r a t e  review, based i n  t h e  
Department o f  Health,  whose recommenda- 
t i o n s  w i l l  f u r t h e r  s t rengthen  t h e  

l ~ u r s e r ~  beds a r e  excluded because da t a  
on t h e  number of nursery  beds was not  
a v a i l a b l e  from Seattle/Tacoma . 

2 ~ h e  1975 r a t i o s  f o r  'beds-in-service'  
a r e :  Twin C i t i e s ,  5.7/1,000 popula t ion  
(10,900 beds, a l l  s e r v i c e s  excluding 
nu r se ry ) ;  Seattle/Tacoma, 3.1/1,000 
popula t ion  (5,900 beds, a l l  s e r v i c e s  
excluding nursery  1 . 



The f o r c e s  tending  t o  reduce u t i l i z a t i o n  
a r e  w e l l  and r a t h e r  f u l l y  descr ibed  upder 
t h e  s e c t i o n  t i t l e d  "bondholder r i s k s "  i n  
t h e  var ious  prospec tuses  i s s u e d  i n  con- 
nec t ion  wi th  t h e  hosp i t a l$ '  borrowings 
f o r  t h e i r  c a p i t a l  sxpansjon,  (This  sec- 
t i o n  is  reproduced i n  Appendix II o f  ov r  
r e p o r t . )  There are reaspn9 t o  be l i eve ,  
a s  we l l ,  t h a t  t h e s e  forceg w i l l  w ~ r k  wi th  
p a r t i c u l a r  e f f e c t  i n  ou r  yegion. 

-8- 

F i r s t ,  t h e r e  is  demographics. S t e a d i l y ,  
s i n c e  t h e  e a r l y  1960s, t ho  p ro j ec t ed  
Year 2000 popula t ion  e s t ima te  f o r  t h e  
Twin C i t i e q  a r e a  has  been w r i t t e n  down- 
ward. F i f t e e n  y e a r s  ago it was 
expected t o  be 4 mi l l i on .  Todqy, 
e s t ima te s  a r e  t h a t  it w i l l  n o t  peach 
p a s t  2.4 mi l l i on .  

. . .  .. . 
. . 

planning  and dec i s ionmak ing  role o f  t h e  
Health Board. A f u r t h e r  federal law, i n  
1975, s e t t i n g  up a nation-wide s t r u c t u r e  
of "hea l th  s e r v i c e  agencies"  d i d  no$ 
s i g n i f i c a n t l y  a l t e r  t h e  Twin C i t i e ~  a r e a  
arrangements. 

Declining utilization creates a different policy 
problem for the hospital planning oBency. 
There does appear t o  be a leve l ing-out  of  
u t i l i z a t i o n .  Since 1970, pahien t  days i n  
four  major s e r v i c e s  (medical-surgical ,  
o b s t e t r i c s ,  p e d i a t r i c s ,  and psych ia t ry )  
have dec l ined  from abouq 2.7 m i l l i o n  t o  
about  2 -6 m i l l i o n ,  d e s p i t e  some grqwth i n  
t o t a l  popula t ion  i n  the  reqion.  W i t ?  t he  
bed supply f o r  t h e s e  s e r v i c e s  r i s i n g  dur- 
i n g  t h e  pe r iod  from about  Q , G Q ~  t o  about 
10,000, occupancy r a t e s  have t h e r e f o r e  
dec l ined .  

Second, t h e r e  are t h e  pubzic-policy 
e f f o r t s  a t  expenditure ooneroZ. mese 
a r e  summarized above and d iscussed  $n 
more d e t a i l  i n  t h e  background sec t ion .  

I 

l eng th  o f  t ime a p a t i e n t  remains i n  t h e  
acu te  c a r e  bed. For ty  yea r s  ago, a 
woman was kep t  i n  t he  hospital--and 
sometimes l i t e r a l l y  i n  bed--for a week 
o r  t e n  days fol lowing c h i l d b i r t h .  
Today, t h e  s t a y  i s  l i k e l y  t o  be f o u r  
days o r  l e s s .  I n  t h e  Twin C i t i e s  a r e a ,  
c u r r e n t l y ,  t h e r e  a r e  Programs i n  v i r t u -  
a l l y  a l l  h o s p i t a l s ,  under which doc to r s  
a r e  working t o  review t h e  l eng th  o f  
S t ay ,  a g a i n s t  'norms' developed f o r  t h e  
community by t h e  Foundation f o r  Health 
Care Evaluat ion.  

Fourth,  t h e r e  a r e  t h e  growing prepaid 
health care deZivery systems. These-- 
e s p e c i a l l y  s t r o n g  on t h e  west coast-- 
combine doc to r s ,  h o s p i t a l s  and f inanc ing  
mechanisms i n  a d i f f e r e n t  arrangement 
than  t h e  t r a d i t i o n a l  fee-for-service 
indemnity programs we descr ibed  e a r l i e r .  

Third,  t h e r e  a r e  t h e  chqnging prafes- 
sionaZ standards. For a v a r i e t y  of 
reasons--including both t h e i r  own 
e f f o r t s  and p r e s s u r e s  from t h e  ~ u t s i d g - -  
doc to r s  have been a b l e  t o  requce t h e  

The essence of such a p l a n  i s  a c o n t r a c t  
under which a def ined  group of  persons 
a r e  guaranteed f u l l  c a r e  f o r  a f i x e d  
pe r iod  of  t ime (say,  a yea r )  i n  r e t u r n  
f o r  a s t i p u l a t e d  sum o f  money p a i d  ( o r  
f i xed )  i n  advance. This  fundamentally 
a l t e r s  t he  arrangement . . . g iv ing  t h e  
h e a l t h  c a r e  p l an  no t  on ly  an incen t ive  
t o  d e l i v e r  good c a r e  b u t  a l s o  an  incen- 
t i v e ,  now, t o  be c a r e f u l  about i ts  c o s t s .  

Plans o f  t h i s  s o r t  have begun t o  grow 
r e l a t i v e l y  r a p i d l y  i n  t h e  Twin C i t i e s  
a r e a  i n  r e c e n t  years .  The l a r g e s t  and 
best-known a r e  Group Health P lan ,  Inc. ,  
i n  S t .  Paul ,  and MedCenter Health Plan,  
an ex tens ion  o f  t h e  S t .  Louis Park Medi- 
c a l  Center. A va r i a t i on - -bu i l t  around 
t h e  independent p r a c t i t i o n e r  r a t h e r  than 
around a mul t i - spec i a l ty  group--is Phy- 
s i c i a n s  Health Plan i n  Hennepin County. 
(These and o t h e r s  a r e  more f u l l y  d i s -  
cussed i n  t h e  background s e c t i o n . )  

Encouragement f o r  t h e s e  has found i ts 
way i n t o  t h e  'development guide '  on 
h e a l t h  o f  t h e  Metropol i tan Council ,  and - 
i n t o  s t a t e  l a w .  An i n t e r e s t  w a s  stimu- 
l a t e d  i n  t h e  bus iness  community through 
t h e  C i t i z e n s  League's r e p o r t  i n  1970, 



through the  community's understanding 
of i ts  (very d i f f e r e n t )  publ ic  h o s p i t a l s ,  
through the  work of  In ters tudy,  and 
through the  work of the  Twin C i t i e s  
Health Care Development Projqct  conducted 
during t h e  e a r l y  1970s by the Upper Mid- 
west Council. The l a s t  has given way t o  
a National Association of Employers on 
Health Maintenance O r g a n i z a t i ~ n s  (NAEHMO) 
a group now including something over 100 
f irms t h a t  e i t h e r  o f f e r  or a r e  consider- 
ing  a prepaid hea l th  de l ive ry  p lan  a s  an 
option under t h e i r  hea l th  coverage f o r  
employees. 

A s  a r e s u l t  of a l l  t h i s ,  the Twin C i t i e s  
a r e a  has become one of t h e  p r i n c i p a l  cen- 
t e r s  i n  t h e  country f o r  the  study and 
development of these  a l t e r n a t i v e  systems 
of care. 

F i f t h ,  and perhaps most bas ic ,  t h e r e  a r e  
the  changing at t i tudes now evident .  Sope 
of these ,  a s  indica ted ,  are i n  t h e  busi- 
ness community. With t h e  t r end  toward 
th i rd-par ty  coverage, and t h e  t r end  
toward t h e  employer paying t h e  insuranqe 
premium . . . and the  general  t r end  i n  
these  benef i t  arrangements f o r  guarantpe- 
ing  a c e r t a i n  l e v e l  of b e n e f i t s  r a t h e r  
than a f ixed sum of d o l l a r s  . . . the  
r i s i n g  c o s t  of medical and h o s p i t a l  care  
passes  through i n t o  the  f i rm ' s  c o s t  of 
doing business.  More and more f irms i n  
t h e  Twin C i t i e s  a r e ,  therefore ,  o f f e r i n g  
and encouraging a prepaid p lan  a s  an 
option. This changing a t t i t u d e  w i l l  have 
o the r  e f f e c t s ,  a s  well--given the  c lose  
t i e s  between the  business community and 
h o s p i t a l s ,  through service  on boards and 
t r u s t e e s .  

There a r e  changing public a t t i tudes ,  a s  
well .  The growing i n t e r e s t  i n  n u t r i t i o n ,  
weight con t ro l  and physical  f i t n e s s ,  
along with o t h e r  ef for ts - -pr iva te  and 
public--toward 'prevent ion ' ,  could have 
some impact on t h e  use of  medical c l i n i c s  
and hosp i t a l s .  F ina l ly ,  w e  see  some 
ind ica t ions  of a changing a t t i t u d e  toward 
t h e  ' he ro ic  measures' exercised by doc- 
t o r s  and h o s p i t a l s  i n  r ecen t  years  f o r  
p a t i e n t s  a t  t h e  end of l i f e .  We discuss  

i n  the  background sec t ion  a Gallup Po l l  
which r e f l e c t s  what profess ional  survey 
researchers  would regard a s  a dramatic 
s h i f t  i n  pub l i c  opinion on t h i s  quest ion.  
Doctors, too ,  have r e f l e c t e d  t o  our com- 
mi t tee  an i n t e r e s t  both i n  following the  
wishes of  t h e  p a t i e n t  and h i s  family i n  
t h i s  mat ter ,  and i n  a concept of 'appro- 
p r i a t eness '  t h a t  r e l a t e s  the expenditure 
involved t o  i ts  p o t e n t i a l  f o r  enhancing 
l i f e .  Given the  high proport ion of 
hea l th  ca re  c o s t s  incurred a t  t h e  end of 
l i f e ,  such a t t i t u d e s ,  i f  they become 
widespread, could have s u b s t a n t i a l  impact. 

Impact on the problem of hospitaZ 
p Zanning 

Reports and statements of the  ~ e t r o p o l i -  
t a n  Health Board have f o r  some time 
indica ted  t h a t  our region is  'over- 
bedded'. Occupancy r a t e s  a r e  f a i r l y  
low, by na t iona l  s tandards,  a t  around 
66% of l icensed capaci ty  f o r  most ser- 
vices  i n  1976; and about 71% of beds i n  
service  . . . and h o s p i t a l s  have been 
moving i n t o  what a r e ,  by some repor t s ,  
the  most soph i s t i ca ted  marketing e f f o r t s  
anywhere i n  the  country. The assumption 
i n  t h e  planning up t o  t h i s  po in t  has 
been, howevqr, t h q t  the  reconst ruct ion  
of the  h o s p i t a l s  could proceed, with the  
agency c a r e f u l  mainly t o  see  t h a t  it d id  
not  involve an increase  i n  the  supply of 
beds . . . s ince  the  growth of populat ion 
and demand would f a i r l y  shor t ly  'catch 
up' with the  supply. An ingenious con- 
cep t  was even worked ou t  i n  the  metro- 
p o l i t a n  planning--the 'bed r i g h t s '  con- 
cept-- that  would permit the  expansion of 
a hosp i t a l  i n t o  a new and 'unserved' 
a rea ,  i f  t h a t  cons t ruct ion  were o f f s e t  
by the  c los ing of some beds elsewhere i n  
the  community. And most rebuildings 
have, i n  t r u t h ,  involved some reduction 
i n  capacity--licensed, i f  no t  operat ing.  

A l l  t h i s  is bas ica l ly  changed, i f  t he  
demand f o r  bed-days begins t o  l e v e l  out  
and t o  dec l ine  . . . o r  i f  (more impor- 
t a n t )  t h e  p o t e n t i a l  f o r  reducing u t i l i -  
za t ion  is  recognized, and becomes a com- 
munity pol icy  objec t ive .  Then, the  bed 



surplus  which e x i s t s  would need t o  be 
removed. I f  it were not ,  then a decl in-  
ing  t o t a l  of p a t i e n t  days, i n  a system 
of the  e x i s t i n g  s i z e ,  would produce 
lower occupancy l e v e l s  3nd an even more 
rapid  r i s e  i n  the  average c o s t  per  
p a t i e n t  day than i s  a t  t h i s  moment pro- 
jected.  

A new round of hospital planning is qow 
beginning. 
This e f f o r t  r e s u l t s  from the  i n i t i a t i v e  
and i n t e r e s t  both of the  Health Board and 
of t h e  hosp i t a l  community. The Health 
Board is required,  by the  most recent  
f ede ra l  l e g i s l a t i o n ,  t o  come t o  some 
decis ions  about t h e  appropr ia te  locat ioq  
o r  loca t ions  f o r  c e r t a i n  major, specia l -  
ized  se rv ices  i n  the  oommunity. The hos- 
p i t a l s ,  too ,  have an incent ive  t o  t r y  f o r  
a broader agreement about the  fu tu re  hos- 
p i t a l  system. Absent such an agreement, 
each appl ica t ion  f o r  a c e r t i f i c a t e  of 
need tends t o  r a i s e ,  a l l  over again, a l l  
the  same i s sues  about 'need' and 'demand' 
--without resolv ing them. They hope, 
apparently,  t h a t  an agreed-on p lan  might 
permit  cert i f icate-of-need app l i ca t ions  
t o  move through the  process i n  the  f u t u r e  
wi th  a requirement f o r  nothing mpre than 
a check t o  ensure t h a t  the  p r o j e c t  pro- 
posed was, i n  f a c t ,  cons i s t en t  with the  
plan.  

Whatever the  exact  thinking,  a spec ia l  
Health Board Task Force on long-range 
planning d id  work through the  e a r l y  p a r t  
of 1977 t o  design a new planning process 
t o  begin i n  the  f a l l  of the  year  ( d e t a i l s  
of  the  time schedule a r e  found i n  Appen- 
d i x  I ) .  

The process c a l l s  f o r  a letter of  conunit- 
merit from t h e  h o s p i t a l s  by l a t e  September 
and the  individual  h o s p i t a l s  t o  s u b m i t  
t h e i r  own plans  by January 1978. The 
Health Board s t a f f  is then t o  take  about 
nine months t o  review these ,  and t o  con- 
f e r  with the  h o s p i t a l s  d i r e c t l y .  

About October 1978 t h e  h o s p i t a l s  a r e  t o  
make a f i n a l  revised  submission. These 

plans  w i l l  be reviewed again by s t a f f .  
In  March 1979 a formal period of reviews 
and negot ia t ions  between subcommittees 
of the  Health Board and t h e  h o s p i t a l s  
w i l l  begin. 

The r e s u l t s  of  these  reviews and nego- 
t i a t i o n s  w i l l  be presented t o  the  . 
Board's Planning Committee f o r  assemb- 
l i n g  i n t o  a regional  h o s p i t a l  plan.  I n  
mid-June 1979 a pub l i c  forum w i l l  be 
held on the  p lan  and f i n a l  Health Board 
approval i s  expected around Ju ly  1, 
1979. This p lan  w i l l  then be forwarded 
t o  the  Metropolitan Council f o r  formal 
approval and adoption a s  a p a r t  of the  
Council 's  development guide. Key, i n  
t h i s  process,  is  a study organized dur- 
ing  t h e  summer t h a t  aims t o  def ine  a 
"viable hospi ta l" :  It is  t o  address 
such i s sues  a s ,  "Is a hosp i t a l  i t s e l f  a 
d e l i v e r e r  of care?" "What is the  re l a -  
t ionsh ip  of a hosp i t a l  t o  its medical 
s t a f f ? "  "What i s  the  appropriate s i z e  
f o r  t h e  hosp i t a l  system?" The study is 
scheduled t o  be f in i shed  e a r l y  i n  1978, 
b u t  not  before the  h o s p i t a l s  submit 
t h e i r  f i r s t - d r a f t  p lans .  

Meantime, the  work i n  individual  hospi- 
t a l s  is under way. One measure of the  
seriousness of the  whole e f f o r t  is  the  
r a t e  a t  which h o s p i t a l s  a r e  taking on 
planning s t a f f .  A number of these  per- 
sons have been t h e  c l o s e s t  observers of 
our  committee's work, and have given us 
considerable he lp  i n  our work. 

The Twin C i t i e s  a r e a  is not,  i n  a l l  
respects ,  well  prepared f o r  a community 
discussion of  t h i s  complexity and impor- 
tance.  The understanding of the  problem, 
we suspect ,  is  f a i r l y  low. The emotional 
attachment t o  p a r t i c u l a r  h o s p i t a l s  . 
remains high. I ssues  s t i l l  a r e  r e l a -  
t i v e l y  confined within a community of 
hea l th  profess ionals  . Media coverage 
has i n  recent  years  tended t o  focus 
mainly on personal  hea l th ,  r a t h e r  than 
on community i s sues .  And, f o r  pub l i c  
o f f i c i a l s ,  the  appeal remains s t rong  
t o  concentrate on the  problem of the  
fami ly ' s  a b i l i t y  t o  pay. 



S t i l l ,  t he re  w i l l  be some new elements 
i n  the  d i scuss ion  through 1977 and 1978. 
One w i l l  be t h e  continuing evidence of 
t h e  na t iona l  government's concern wi th  
t h e  cost-containment problem. Another 
w i l l  be t h e  changing a t t i t u d e s  i n  t h e  
business  community. A t h i r d  w i l l  be 
t h e  broadening range of groups involved 

i n  t h e  discussion--which i s  cha rac te r i s -  
t i c  of i s s u e s  a s  they approach t h e  po in t  
of a c t i o n  i n  t h e  Twin C i t i e s  a r e a :  The 
l e g i s l a t i v e  committees, t he  commission , 

es t ab l i shed  by t h e  Minnesota S t a t e  Medi- 
c a l  Associat ion,  the  rate-review panels ,  
and poss ib ly  the  l a r g e r  involvement of 
t he  Metropolitan Council .  



CONCLUSIONS AND 
RECOMMENDATIONS 

THE TWIN CITIES MUST 1 kind of  decision-making process  is  t h i s  

RESTRAIN ITS HOSPWM I c!ecision t o  be a r r i v e d  a t ?  

SPENDING Why is restraint essential? 

1 Resources are l imi t ed .  Money pu l l ed  i n t o  
The Twin Cities mlh must begin now to t h e  h e a l t h  s e c t o r  by the  e x i s t i n g ,  uncon- 
respond to and stimulate trends toward more t r o l l e d  process .  does draw resources  away 
efficient use of resources in the health-care 1 f r o 1  o t h e r  rleeds- And h119e s*Ls are in- 
sector. f volved, when 10% a year  i s  compounded on 

a base expenditure  of  $140 b i l l i o n .  A 
s i n g l e  y e a r ' s  i nc rease  i n  h e a l t h  c a r e  

It seems c l e a r  t o  us  t h a t  t h e  p r e s e n t  spending, f o r  example, r ep re sen t s  about  
s i t ua t ion - - in  which t h e  h e a l t h  c a r e  t h e  sum t h a t  would need t o  be added t o  
system has,  i n  e f f e c t ,  an open-ended t h e  wel fare  program t o  implement t h e  r e -  
'draw' on t h e  resources  of t h e  society--  forms proposed i n  t h a t  a r ea .  And--with 
cannot ,  and w i l l  no t ,  be permi t ted  t o  an average c o s t  o f  about  $185 a day and 
cont inue.  What we a r e  now, i n  f a c t ,  an average s t a y  o f  almost e i g h t  days-- 
s ee ing  . . . i n  t h e  proposa ls  by the  each h o s p i t a l  s t a y ,  on t h e  average, con- 
n a t i o n a l  government t o  p u t  a ' cap '  on sumes roughly t h e  resources  t h a t  a r e  re- 
h o s p i t a l  spending . . . i s  a recogni- , qu i r ed  t o  maintain a c h i l d  i n  pub l i c  
t i o n  of t h i s  same conclusion.  With I school  i n  Minnesota f o r  a year .  
such huge amounts o f  resources  involved,  
t h e r e  simply must be some way t o  r a i s e  
ques t ions  about  r e l a t i v e  c o s t s  and 
b e n e f i t s ,  and t o  make choices  based on 
t h e  community's b e s t  judgment about t h e  

C lea r ly ,  now, too:  The absence of 
e f f e c t i v e  r e s t r a i n t  on t h e  growth i n  
expenditure  i n  t h e  h e a l t h  s e c t o r  is 
hold ing  t h e  na t ion  back from address ing  

p r i o r i t i e s  f o r  spending. The only  i t h e  very r e a l  ques t ions  about  e q u i t y  
a l t e r n a t i v e  would be t o  take  t h e  pos i -  t h a t  do remain. I t  is  recognized--and 
t i o n  t h a t  every s e r v i c e  which some per -  we have recognized,  i n  our  discussions--  
son should want, and which some physi- 1 t h a t  s i g n i f i c a n t  groups i n  t h e  popula- 
c i a n s  and h o s p i t a l s  would be ab le  and i t i o n  remain wi thout  adequate f i n a n c i a l  
w i l l i n g  t o  provide ,  should be reim- 1 p r o t e c t i o n  a g a i n s t  h e a l t h  c a r e  b i l l s  . . . 
bursed almost au tomat ica l ly ,  a s  it is  
today. We be l i eve  t h i s  is  no t  a t enab le  
p o s i t i o n .  The concept of imposing some 
r e s t r a i n t s  on t h e  growth of spending 
f o r  h e a l t h  ca re  seems accepted.  The 

o r  l a c k  acces s  t o  medical and h o s p i t a l  
recources . . . o r  both. But t h e  exper i -  
ence i n  t h e  mid-'70s, when l a r g e  amounts 
of  a d d i t i o n a l  money w e r e  p u t  i n t o  t h e  
system through Medicare and ~ e d i c a i d ,  

u rgen t  need, then,  is t o  begin address-  ;w i thou t  a system f o r  c o s t  containment,  
i n g  t h e  p r a c t i c a l  ques t ions :  What, ;have  made most people cau t ious  about  
p r e c i s e l y ,  is  t h e  p o i n t  of r e s t r a i n t  ! ano the r ,  s i m i l a r  i n j e c t i o n  of  a d d i t i o n a l  
(measured e i t h e r  i n  d o l l a r s  o r  i n  some f inanc ing .  A cost-containment program 
r a t e  of i n c r e a s e ) ;  and, through what I is  now imperat ive.  



Will the quality of health suffer? 

It need not. We hope and believe t h a t  
t h i s  community is pas t  the point where 
it equates the  qual i ty  of health with 
the amount spent for  medical and hospita!. 
care. 

On the one s ide,  it is no longer c lear  
t ha t  the marginal dol lars  expended bring 
a commensurate benefit  i n  the improve- 
ment of health o r  even i n  the prolonga- 
t ion  of l i f e .  Researchers have 
approached t h i s  subject  using various 
methodologies. While the r e s u l t s  do not 
resolve the debate a s  t o  the "cost- 
benefit" relationship of cer ta in  medical 
procedures, they do challenge accepted 
thinking on the value of addit ional 
care. In very gross terms, the  rela- 
t ionship between dol lars  spent and l i f e  
expectancy i n  the United States  is  
s t r ik ing ly  d i f fe ren t  from the re la t ion-  
ship i n  many other countries of the 
world. Within the medical community-- 
as  indicated t o  us by doctors during our 
hearings--there is appearing the concept 
of 'appropriateness1--which t r i e s  t o  
define the value of a service o r  proce- 
dure i n  terms of the enhancement of pro- 
ductive l i f e  t ha t  resu l t s .  Patients,  
fo r  t h e i r  pa r t ,  are  beginning t o  indi-  
cate  a negative reaction t o  the so- 
called 'heroic '  measures which may pro- 
long a l i f e  only very marginally. 

On the other s ide,  there  appear now t o  
be re-emerging a number of things t ha t  
can be done t o  improve the health of 
people a t  re la t ive ly  low cost .  Par t ly ,  
these come under the  heading of 'preven- 
t i on ' :  be t te r  nu t r i t ion ,  more sensible 
d i e t ,  t he  suppression of c igare t te  smok- 
ing, control  of alcohol, weight reduc- 
t ion,  proper exercise. Partly,  they 
come under the heading of public health:  
the elimination of dangerous chemicals 
in the  a i r ,  water and food, accident 
prevention, and so for th .  

It would be a happy conclusion i f  we 
could believe tha t  the e f f o r t s  t o  s h i f t  
t o  these low-cost measures t o  improve 

I 

; health would achieve the goal of reduc- 
, ing expenditures in  the medical/hospital ' system. Unfortunately, everything we . I have learned suggests t ha t  these would 

be addit ional do l la rs ,  not replacement 
dol lars .  The experience has been that-- 
a s  public health programs and other 
e f fo r t s  a t  prevention have reduced or  
eliminated the problems of diseases t ha t  
once f i l l e d  the hospitals and doctors'  
offices--the system has moved on, t o  
develop an a b i l i t y  t o  do and t o  finance I other things t ha t  people would l i ke  t o  

! have done. We do not conclude from t h i s  / t ha t  'prevention' is undesirable: f a r  
I from it. We are inclined t o  believe,  in  ' f a c t ,  t h a t  e f f o r t s  a t  prevention would I be qui te  helpful,  in  maintaining or  i m -  
I proving the level  of health.  A l l  we a re  

saying is  tha t  they w i l l  not serve t o  
reduce expenditures elsewhere i n  the 
system. It remains necessary t o  address 
the  problem of cost  containment i n  medi- 
cal  and hospital  care d i rec t ly .  

GENERAL POLICY- 
MAKING INSTITUTIONS 
MUST BE INVOLVED 
The mechanisms established so  f a r  have 
operated jus t  within the health care 
sector:  the State Department of Health; 
the Metropolitan Health Board; the pro- 
fessional groups. There has been some 
marginal involvement of consumers, and 
of such general is t  agencies as  the State  
Planning Agency o r  the ~ e t r o p o l i t a n  
Council. This has not been unproduc- 
t ive .  Some r ea l  choices can be made, 
and economies achieved, within the 
framework of the health care system. 

Choices have to be made between additional 
health care and other community needs. 
The major issues,  however, involve 
choices between health and other major 
areas of public policy. And, fo r  these, 
i n s t i t u t i ons  whose responsibil i ty is 
limited t o  health a re  both inappropriate 
and ineffect ive.  



Mechanisms of general scope are required, 
for  the basic policy decisions. It w i l l  
be essent ial  t o  have the central  ques- 
t ions of resource allocation deal t  with 
by inst i tut ions tha t  can ask, for exam- 
ple,  what--concretely--is t o  be meant by 
"the best possible care". What, by con- 
t r a s t ,  i s  "the best possible education"? 
O r  "the best possible housing"? O r  "the 
best possible transportation"? O r  "the 
best possible environmental protection"? 
In t ruth,  we cannot and we do not provide 
"the best possible". 

The question, real ly,  is how fa r  short 
of the "best" are we willing t o  f a l l ,  i n  
each of these service areas, and how are 
these p r io r i t i e s  t o  change, over time? 
These are questions t o  be resolved by 
inst i tut ions tha t  are responsible across 
the broad range of public functions, and 
are responsive to  the public i n  a demo- 
c ra t i c  system. They are questions, in 
other words, for  the State Legislature, 
as well as the State Department of 
Health; and--within the Twin Cit ies  
area--for the Metropolitan Council as 
well as the Metropolitan Health Board. 
This i s  a principle on which the commu- 
ni ty should ins i s t .  Any e f f ~ r t s ,  as ,  
for  example, by the federal Department 
of Health, Education and Welfare t o  
return decision-making t o  health care 
special is ts ,  should be vigorously 
resisted. 

Can, or should, anything be done at the sraie 
and local level? 

The primary policy in i t i a t ive  toward the 
containment of health care costs is now 
a t  the national level--by President Car- 
ter and Congress. We do not think t h i s  
means, however, tha t  in i t i a t ives  in  Min- 
nesota o r  within the Twin Cit ies  area 
are e i ther  unnecessary, inappropriate, 
or ineffective. In fac t ,  quite the 
contrary. 

F i r s t ,  there is  the possibi l i ty  tha t  Con- 
gress may not act--or speedily, or  ade- 
quately. 

Second, there is  the possibi l i ty  that  
in i t i a t ives  a t  the s t a t e  and local levels 
may help along action a t  the national 
level. 

Third, even i f  Congress does ac t ,  there 
w i l l  be room for  significant local dis- 
cretion in  how the '9% increase' is t o  
be implemented. Under the administra- 
t ion ' s  proposals, it would be possible-- 
i n  effect--for the community t o  develop 
a 'wholesaler' relationship. Rather 
than the federal government relat ing t o  
each individual hospital ,  i n  other 
words, to  implement the 9% a year 'cap' ,  
it would be sa t i s f ied  t o  see the costs 
r i s e  no m r e  than 9% i n  the community 
(or health service area) as a whole. 
The community would then allocate the 
growth i n  expenditures within i ts  own 
hospital system in  ways that  best serve 
i t s  needs. It would be an advantage 
for  the Twin Cit ies  area t o  have th i s  
f lex ib i l i ty .  Finally, of course, our 
region might want t o  l i m i t  the growth 
in expenditure by more than the amount 
provided for  i n  the federal legis lat ion.  

WE RECOMMEND: 
A goal should be set on the rate of increase 
in expenditures in hospitals. 

The Minnesota Legislature should estab- 
l i sh ,  by law, a goal on the rate  of 
increase in  expenditures in  hospitals. 
This i s  essent ial  not only t o  give the 
hospitals the guidance they need and 
deserve, but also t o  produce the 
needed public debate, and therefore 
public understanding, about the appro- 
pr ia te  allocation of resources between 
and among various public purposes. 

This is t o  be a goal, not a budget. 
That is,  it i s  not a resul t  t o  be 
arrived a t  through d i rec t  administra- 
t ive  action by the public sector. 
Rather (as explained herein) the public 
sector i s  t o  s e t  incentives, and t o  se t  
up procedures, out of which the 



medical /hospi tal  system i t s e l f  w i l l  begin 
t o  t ake  a c t i o n s  which w i l l  g radual ly  
b r ing  expendi tures  i n t o  l i n e  wi th  t h e  
l e v e l s  t a rge ted  i n  the  goa l s  s tatement .  

The goal  should be s t a t e d  i n  terms of  
d o l l a r s  p e r  c a p i t a  p e r  year  f o r  t h e  r e s i -  
dent  populat ion.  It s h ~ u l d  cover spend- 
ing  by h o s p i t a l s ,  i n i t i a l l y ,  s i n c e  those  
f i g u r e s  a r e  a v a i l a b l e .  (The p resen t  
l e v e l  is  about $230 p e r  c a p i t a . )  The 
r a t e  o f  i nc rease  here i n  r e c e n t  years  
has been about 14% p e r  year .  A s  r ap id ly  
a s  p o s s i b l e ,  t h e  r epor t ing  should be 
expanded t o  cover a l s o  t h e  in-hospi ta l  
charges by phys ic ians ,  s o  t h a t  t h e  t o t a l  
f i g u r e  w i l l  r ep resen t  spending i n  hospi- 
t a l s ,  no t  simply by h o s p i t a l s .  The idea  
is  t o  make t h e  al lowable maximum r a t e  of  
i nc rease  apply t o  t h e  t o t a l ,  l eav ing  the 
system f r e e  t o  work ou t  t h e  appropr i a t e  
balance between h o s p i t a l  s e r v i c e s  and 
phys ic ian  s e r v i c e s .  

The goal  should be s e t  on recormnendation 
of t h e  Metropolitan Council, which should 
br ing  a proposal  t o  t h e  Leg i s l a tu re  i n  
January, 1979. 

The Leg i s l a tu re  should a s s i g n  t o  t h e  
Metropolitan Council t h e  r e s p o n s i b i l i t y  
f o r  monitoring progress  toward t h e  goa l ,  
and f o r  r epor t ing  annual ly on performance 
and on problems. The Metropolitan Coun- 
c i l  should,  i n  t u r n ,  de l ega te  the  opera- 
t i o n a l  r e s p o n s i b i l i t y  t o  t h e  Metropolitan 
Health Board. It would probably be most 
p r a c t i c a l  t o  e s t ima te  t h e  phys ic ians '  
charges on a sampling b a s i s .  Doctors 
should be requested by h o s p i t a l s  t o  co- 
opera te  i n  t h e  survey. I f  t h i s  is unsuc- 
c e s s f u l ,  charges should be es t imated  from 
known procedures and r a t e s .  However, i n  
t h e  long run,  e s t ima tes  w i l l  n o t  be 
necessary. This  could be done by t h e  
Foundation f o r  Health Care Evaluation 
a s  a p a r t  of i t s  medical a u d i t  program. 
O r ,  a s epa ra t e  sampling procedure could 
be s e t  up and phys ic ians  could,  a s  a 
condi t ion  of  medical s t a f f  membership, 
be requi red  t o  cooperate  i n  t h e  sampling 
procedure. 

Take a metropolitan approach in 
administering any federal cap on hospital 
expenditures. 

I f  Congress does a c t  t o  s e t  a l i m i t  on 
t h e  r a t e  of  i nc rease  i n  h o s p i t a l  expend- 
i t u r e s ,  it should provide i n  t h e  ' con t ro l  
system' f o r  an  a l t e r n a t i v e  arrangement 
under which t h e  so-ca l led  'cap '  could be 
appl ied  no t  to  t h e  ind iv idua l  h o s p i t a l  
b u t  t o  t h e  h o s p i t a l s  i n  t h e  region a s  a 
whole. 

When ,such an a l t e r n a t i v e  i s  made a v a i l -  
a b l e ,  t he  Twin C i t i e s  a r e a  through t h e  
Metropolitan Council/Metropolitan Health 
Board should make use of  t h e  opt ion ,  t o  
r e l a t e  t o  t h e  f e d e r a l  expenditure c o n t r o l  
on a 'wholesale '  b a s i s .  

Keep the Metropolitan Council involved in 
certificate QP meed decisions. 

The Minnesota Leg i s l a tu re ,  even i f  
requested by t h e  f e d e r a l  Department of 
Health, Education and Welfare t o  do s o ,  
should no$ amend t h e  1971 c e r t i f i c a t e -  
of-need l a w  t o  exclude t h e  Metropolitan 
Council from decision-making on i s s u e s  
r e l a t i v e  t o  t h e  s i z e ,  shape and s t r u c -  
t u r e  of t he  a r e a ' s  h e a l t h  and h o s p i t a l  
system. The s t a t e  should,  i f  necessary,  
fo rce  a b a s i c  c o n s t i t u t i o n a l  t e s t  of t h e  
a u t h o r i t y  and r e s p o n s i b i l i t y  f o r  t h e  
design and cons t ruc t ion  of  l o c a l  
( r eg iona l )  government s t r u c t u r e ;  holding 
to  t h e  p o s i t i o n  t h a t  t h e  appropr i a t e  
t e s t  f o r  t h e  f e d e r a l  government t o  s e t  
i s  a t e s t  of r e s u l t s ,  and performance. 

NEAR-TERM, HOSPITAL 
USE AND CAPACITY 
MUST BE REDUCED 
We must be r e a l i s t i c  about t h e  e f f o r t  t o  
implement t h e  goal  s e t  i n  s t a t e  l a w .  
Making a r e s t r a i n t  e f f e c t i v e  w i l l  be a 
slow and d i f f i c u l t  job. The system we 
now have evolved over  40 years ;  it w i l l  
no t  be changed quickly .  Inev i t ab ly ,  w e  



I n e v i t a b l y ,  w e  w i l l  have t o  s t a r t  where 
we a r e ,  and work g radua l ly ,  and inc re -  
mentally--through wi th  a  c l e a r  sense  o f  
what t h e  community o b j e c t i v e  is .  

W e  must be r e a l i s t i c ,  a l s o ,  about  t h e  
p roces s  of  major system change. There 
i s  no s i n g l e  a c t i o n  t h a t ,  by i t s e l f ,  
can produce t h e  d e s i r e d  r e s u l t .  Nor, 
on t h e  o t h e r  hand, is it p o s s i b l e  t o  do 
a  comprehensive reform i n  a  system a s  
l a r g e  and complex a s  t h i s  one. Rather ,  
t h e  approach should be t o  i n t roduce  some 
s u b s t a n t i a l  new elements i n t o  t h e  
system--which w i l l  t hen  fo rce  t h e  o t h e r  
elements t o  r e a c t  and t o  a d j u s t .  It is  
probably imposs ib le  and c e r t a i n l y  unde- 
s i r a b l e ,  i n  o t h e r  words, t o  t r y  t o  
'manage' s o  l a r g e  and complex a  system 
through admin i s t r a t i ve  r egu la t i on .  Our 
p roposa l  t h a t  t h e  community move, i v  
p a r t ,  through the  p roces s  o f  p u b l i c  
p lanning  should be understood i n  t h i s  
con tex t ;  t h a t  i s ,  no t  a  move i n t o  regu- 
l a t i o n .  

The first responsibility rests with physicians, 
to control utilization. 
A s  one of t h e  doc to r s  on o u r  committee 
p u t  it: "Physicians p r i m a r i l y  c o n t r o l  
u t i l i z a t i o n ,  and have an o b l i g a t i o n  t o  
i n c r e a s e  t h e i r  awareness o f  t h e  need 
f o r  c o s t  c o n t r o l . "  

O r ,  a s  Anne and Herman Somers p u t  i t  
i n  a  major a r t i c l e  i n  Inqui ry ,  t h e  
magazine of  Blue Cross (June,  1977) : 

"Once an i n d i v i d u a l  has chosen t o  
s ee  a  physician--and even then ,  t h e r e  
may be no r e a l  cho ice - - the rea f t e r  t h e  
phys i c i an  makes a l l  s i g n i f i c a n t  pur- 
chas ing  dec i s ions :  Whether t h e  p a t i e n t  
should r e t u r n  ' n e x t  Wednesday', whether 
X-rays a r e  needed, whether drugs should 
be p re sc r ibed ,  whether h o s p i t a l i z a t i o n  
is r equ i r ed ,  and s o  f o r t h .  It is a 
r a r e  and s o p h i s t i c a t e d  p a t i e n t  who w i l l  
cha l l enge  such p r o f e s s i o n a l  d e c i s i o n s  . . . This  i s  p a r t i c u l a r l y  s i g n i f i c a n t  
i n  r e l a t i o n  t o  h o s p i t a l  c a r e .  Nobody 

can b e  admit ted t o  a  h o s p i t a l  on h i s  
own say-so. The phys i c i an  must c e r t i f y  
t o  t h e  need; he w i l l  determine what 
procedures  w i l l  be  performed; and when 
t h e  p a t i e n t  may be discharged . . . 
L i t t l e  wonder, then ,  t h a t  i n  t h e  eyes 
of  t he  h o s p i t a l  it is t h e  phys i c i an  who 
is t h e  r e a l  ' consumer' . . . " 
Intensify reviews of both hospital admissions 
and length of stay. 

0 Phys ic ians  should--through t h e i r  medi- 
c a l  s t a f f  u t i l i z a t i o n  committees--inten- 
s i f y  t h e i r  c r i t i c a l  eva lua t ions  o f  admis- 
s i o n s  and l e n g t h  o f  s t a y .  Qua l i t y  of  
c a r e  reviews f o r  app rop r i a t e  d i a g n o s t i c  
t e s t s  and t r ea tmen t s ,  where no t  a l ready  
conducted, should be s t a r t e d .  The need 
f o r  c e r t a i n  r o u t i n e  admission screening  
procedures  and tests should be updated. 
p a r l y  c o n s u l t a t i o n  f o r  complex diagnos- 
t i c  problems should be encouraged. A s  a 
p a r t  o f  t h e  e f f o r t  t o  b r i n g  p r a c t i c e  i n  
l i n e  wi th  t h e  o v e r a l l  goa l ,  medical 
s t a f f s  should make i n d i v i d u a l  doc to r s  
aware o f  t h e  charges  they  incu r .  And, 
f i n a l l y ,  phys i c i ans  (who make a l l  pur- 
chas ing  d e c i s i o n s )  must have b e t t e r  
knowledge o f  t h e  e f f e c t  o f  t h e i r  deci-  
s i o n s  on r i s i n g  h e a l t h  c a r e  expendi tures .  
Courses i n  h e a l t h  economics f o r  both 
medical s t u d e n t s  and p r a c t i c i n g  physi-  
c i a n s  should be set  up. 

W e  a r e  concerned t o  f i n d  t h a t  t h e  " a l l -  
bed review" o f  l eng th  o f  s tay- -se t  up 
v o l u n t a r i l y  by t h e  medical community i n  
t h e  Twin C i t i e s  a r e a ,  and opera ted  
through t h e  Foundation f o r  Heal th  Care 
Evaluat ion-- is  now i n  jeopardy. I f  any- 
t h i n g ,  it should be  expanded, t o  inc lude  
pre-admission screening .  Under no cir- 
cumstances should it be  c u t  back--either 
t o  a  review t h a t  occurs  w i th in  t h e  
framework o f  t h e  i nd iv idua l  h o s p i t a l  
( r a t h e r  t han  a g a i n s t  t h e  'norms' o f  t h e  
community a s  a  whole) , o r  t o  t h e  review 
t h a t  i s  r equ i r ed  on Medicare/Medicaid 
p a t i e n t s  by f e d e r a l  law. W e  b e l i e v e  it 
i s  t h e  h o s p i t a l s ,  a long  with t h e i r  medi- 
c a l  s t a f f s  , t h a t  a r e  r e spons ib l e  f o r  



t h i s  threa tened  reduct ion i n  t h e  program, 
and t h e  answer probably l i e s  i n  the  
changes we propose he re in  i n  the  charae- 
t e r  of  t h e  h o s p i t a l  system i n  the  commu- 
n i t y .  

The problem of over-investment i n  t h e  
h e a l t h  ca re  system is not  s t r i c t l y  
l i m i t e d  t o  h o s p i t a l s .  Physicians,  
through r ecen t  purchases of majpr p i eces  
of equipment f o r  use i n  t h e i r  o f f i c e s ,  
could a l s o  be con t r ibu t ing  t o  the  prob- 
lem. The recommendations he re in ,  i f  
adopted, should c u r t a i l  over-investment 
by h o s p i t a l s .  However, a s  a r e s u l t  of  
t h i s  c o n t r o l ,  t h e  problem of  over- 
investment by phys ic ians  could become 
more s i g n i f  i c a h t  . 
We understand t h a t  broadening t h e  
ce r t i f i ca t e -o f -need  law t o  cover pur- 
chases f o r  doc to r s '  o f f i c e s  might be 
necessary i n  o rde r  f o r  planning e f f o r t s  
t o  be e f f e c t i v e .  But, keeping t h e  law 
a s  it i s  might h e l p  t o  encourqge physi- 
c i a n s  t o  do more work away from t h e  
h o s p i t a l  and ' thereby reduce spending, 
Furthermore, when t h e  scope of  any 
r egu la t ion  g e t s  t o o  broad, t h e  exper ie  
ence i n  o t h e r  po l i cy  a r e a s  has been 
t h a t  i t s  e f f e c t i v e n e s s  decreases .  

Patients and insurers must also act to help 
control utilization. 

P a t i e n t s  a l s o  bea r  a r c s p o n s i b i J i t y  
f o r  holding t h e  u t i l i z a t i o n  o f  hospi- 
t a l s  wi th in  reasonable bounds. 
P a t i e n t s  ought n o t  t o  make unreason- 
ab le  demands on phys ic ians  f o r  admis- 
s ion ,  o r  f o r  extended s t a y .  Doctors 
can he lp  make them aware of  t h e  c o s t  
of increased  u t i l i z a t i o n .  

SO, too ,  of course,  can insurance 
companies . . . whose r o l e  i n  stimu- 
l a t i n g  excessive u t i l i z a t i o n  haq been 
s u b s t a n t i a l .  

In  an e f f o r t  t o  keep some workable 
l i m i t s  on coverage, insurance companies 
have found it use fu l  t o  t i e  b e n e f i t s  t o  

' h o s p i t a l i z a t i o n ' .  This has  perhaps, i n  
ane sense ,  l i m i t e d  expenditure.  I t  has 
a l s o  meant, however, t h a t  procedures 
ye re  f requent ly  performed i n  a more 
expensive, r a t h e r  than a l e s s  expensive, 
s e t t i n g .  The t r end  of r ecen t  yea r s  
toward covering procedures done on an 
ou t -pa t i en t  b a s i s  should be encouraged. 

The social service system is a key element in 
reducing hospital utilization. 
e Fina l ly ,  t h e  s o c l a l  s e r v i c e  system 
becomes a key element of  t h e  e f f o r t  t o  
rodyce h o s p i t s l  u t i l i z a t i o n .  

In  our  d e l i b e r a t i o n s  we were reminded on 
many occasions t h a t  p a t i e n t s  f requent ly  
a r e  not  a b l e  t o  r e t u r n  home, t o  t h e i r  
n ~ r m a l  a c t i v i t y ,  a t  t h e  p o i n t  where-- 
from a medical p ~ i n t  o f  view--they no 
longer  need t o  remain i n  the  $185-a-day 
acu te  h o s p i t a l  bed. A program aimed a t  
reducing length  of s t a y  t h e r e f o r e  
implies  and r equ i re s  a complementary 
program t o  provide a l t e r n a t i v e  arrange-  
ments f o r  care- -e i ther  i n  a nurs ing  home 
o r  ' in te rmedia te  ca re  f a c i l i t y ' ;  o r  a t  
home, with food and housekeeping s e r v i c e  
hrought i n .  These s e r v i c e s  may emerge 
a s  extensions of t h e  h o s p i t a l ' s  program. 
O r  they may continue t o  be provided by 
t h e  wqlfare /soc ia l -serv ice  system. In  
any event ,  t h e  i n t e r f a c e  between the  two 
systems musk be planned c a r e f u l l y ,  by 
both t h e  pub l i c  and p r i v a t e  agencies  
involved. 

There should also be a reduction in the size 
of the hospital plant. 
A s  we found, t he  Twin C i t i e s  a r e a  con- 
t i n u e s  t o  o p q a t e  a r e l a t i v e l y  l a r g e  
hoqpiqal p l a n t ,  running a t  r e l a t i v e l y  
low l e v e l s  of  occupancy. This p l aces  
admin i s t r a to r s  under considerable pres-  
suFe t o  maintain and t o  inc rease  t h e  
t o t a l  p a t i e n t  days of ca re  de l ive red ,  
or--al ternat ively-- the revenue pe r  s t a y .  
The excess capaci ty  t h i s  community is  
ca r ry ing  i n  i ts  h o s p i t a l  system, i n  
o t h e r  words, works a t  cross-purposes 



with  t h e  community's e f f o r t  t o  reduce 
u t i l i z a t i o n  and expendi ture .  

The c l e a r  conc lus ion  is t h a t  cqpac i ty  
i n  t h e  system should be a d j u s t e d  down- 
ward, s o  t h a t  it becomes an i n c e n t i v e  
n o t  t o  i n c r e a s e  b u t  t o  reduce admissions 
and l eng th  of s t a y .  A s  phys i c i ans  have 
t o l d  us ,  it is when " t h e  f l a g  is up" . . . meaning, when t h e  bed supply i n  
t h e i r  h o s p i t a l  is t i g h t  . . . t h a t  they  
have a s p e c i a l  i n c e n t i v e  t o  avoid hos- 
p i t a l i z a t i o n - - o r ,  a l t e r n a t i v e l y ,  t o  re-  
schedule  non-emergency admissions away 
from peak pe r iods ,  thereby  making better 
use  of e x i s t i n g  h o s p i t a l  c apac i ty .  

1500 to 3500 beds should be eliminated. 

The Twin C i t i e s  a r e a  should--and could;  
reasonably--come down, over  t h e  next  
s e v e r a l  y e a r s ,  about  halfway t o  t h e  
l e v e l  achieved i n  t h e  S e a t t l e  a r e a .  I n  
o t h e r  words, by from 1,500 t o  3,500 
beds; which would g i v e  t h i s  community a 
system of beds- in-service (excluding 
nursery  beds)  of  from 6,900 t 0 . 8 ~ 9 0 0 .  1 

Clos ing  whole h o s p i t a l s  would r e s u l t  i n  
maximum economies. Wherever p o s s i b l e ,  
t h i s  should be given p re fe rence  over  t h e  
c l o s i n g  of  rooms, f l o o r s ,  wings o r  o t h e r  
p a r t s  o f  h o s p i t a l s .  W e  a r e  c e r t a i n  t h a t  
i n  some cases  whole h o s p i t a l s  can be 
c losed .  But, t o  ach ieve  t h e  necessary 
reduc t ion  without  l i m i t i n g  access  t o  
h o s p i t a l s ,  some h o s p i t a l s  w i l l  have t o  
be reduced i n  s i z e  r a t h e r  than  c losed .  

Redistribution of facilities must wait until 
the bed reduction has been achieved. 
W e  do n o t  see how t h i s  can be accom- 
p l i s h e d  i f  t h e r e  is running,  a t  t h e  same 
t i m e ,  a  program of  r e - d i s t r i b u t i n g  
h o s p i t a l  beds w i t h i n  t h e  r eg ion  t h a t  
involves  t h e  c o n s t r u c t i o n  of new hospi- 
t a l s  a t  new l o c a t i o n s .  There i s ,  w e  
have found, an i n t e r e s t  c u r r e n t l y  i n  
l o c a t i n g  new h o s p i t a l s  i n  suqh a r e a s  as 
nor thern  Dakota County, c e n t r a l  Henne- 
p i n  County and no r theas t e rn  Ramsey 

County. Under t h e  'bed r i g h t s '  concept 
t h a t  came i n t o  met ropol i tan  p lanning  i n  
t h e  e a r l y  1970s, a h o s p i t a l  co rpo ra t i on  
would be a b l e  t o  b u i l d  a t  one l o c a t i o n  
i f  s imultaneously it c losed  beds a t  
another  l o c a t i o n .  This  would avoid an 
i n c r e a s e  i n  beds,  n e t ,  w i th in  t h e  
r eg ion  . . . and was designed a t  a t ime 
when t h e  p r e v a i l i n g  assumption s t i l l  
was t h a t  t h e  'over-supply '  of beds could  
be l ived-with because demand was gradu- 
a l l y  ' c a t ch ing  up ' .  Now, however, t h e  
need i s  c l e a r l y  f o r  a reduction i n  beds,  
n e t .  I t  w i l l  be  d i f f i c u l t ,  a t  b e s t ,  t o  
i d e n t i f y  h o s p i t a l s  t h a t  could be c losed .  
The r educ t ion  program, t h e r e f o r e ,  must 
t ake  p r i o r i t y  over  t h e  r e d i s t r i b u t i o n  
program. 

W e  might f e e l  d i f f e r e n t l y  about t h i s  i f  
t h e  h o s p i t a l  were, i n  f a c t ,  a s e r v i c e  
i n s t i t u t i o n  d i r e c t l y  t o  a l o c a l  popula- 
t i o n .  Yosp i t a l s  do t a l k  i n  t he se  terms. 
But ou r  understanding is that--with t h e  
important except ions  o f  t h e  emergency 
room, some ~ u t - p g t i e n t  s e r v i c e s ,  and 
, l e a l t h  educa t ion  programs--the h o g p i t a l  
d s  a h o s p i t a l  does n o t  d i r e c t l y  s e rve  
t h e  pub l i c .  The h o s p i t a l  s e r v e s  i t s  
doc to r s .  The p u b l i c  i s  served  d i r e c t l y  
by t h e  medical, no t  t h e  h o s p i t a l ,  system 
The concern about  d i s t r i b u t i o n  t h e r e f o r e  
should focus on d o c t o r s '  off ices--and 
emergency f a c i l i t i e s .  This i s  what has  
begun t o  develop i n  nor thern  Dakota 
Connty (a long  wi th  counse l ipg  and o t h e r  
s o c i a l ,  and r e l i g i o u s ,  s e r v i c e s ) .  It 
does n o t  n e c e s s a r i l y  fol low t h a t  i n -  
p a t i e n t  h o s p i t a l  f a c i l i t i e s  a r e  a l s o  

'1: i r e d .  

l ~ h e s e  numbers were changed a f t e r  t h e  
r e p o r t ' s  adopt ion.  The change (from a 
bed reduc t ion  o f  2,000 t o  4,000) was due 
t o  a computational e r r o r  and was neces- 
s a r y  i n  o r d e r  t o  comply with t h e  League's 
conclusion t h a t  t he  l o c a l  bed supply 
should be reduced about  halfway t o  t h e  
l t v e l  i n  t h e  Seattle/Tacoma are%.  



W e  might f e e l  d i f f e r e n t l y  even about  
t h i s ,  i f  some p a r t s  of  t h e  met ropol i tan  
a r e a  were s o  remote from a hospLta l  a s  
t o  work a  r e a l  ha rdsh ip  on peap le ,  as 
they  d r i v e  t o  a  h o s p i t a l  f o r  an e l e c t i v e  
admission, o r  t o  s e e  a  r e l a t i v e  o r  
f r i e n d  who has  been admit ted.  This  does 
no t  seem t o  be t h e  ca se ,  however. 
Espec i a l l y  with t h e  completion of t h e  
freeway system, and t h e  Minne$ota River 
b r idges ,  no s u b s t a n t i a l  a r e a  w i l l  be 
more than  30 minutes '  d r i v i n g  t i m e  f r o p  
a  hospital--which i s  t h e  s t anda rd  i n  
both t h e  met ropol i tan  and s t a t e  h o s p i t a l  
p lans .  

Work through the established metropolitan 
decision-making process. 

What has  been emerging i n  t h e  Twin C i t i e s  
a r e a ,  f o r  t h e  p lanning  and management of  
t h e  major r e g i o n a l  p u b l i c  systems, is an 
arrangement t h a t  b u i l d s  heav i ly  arounq 
t h e  concept  of  c e n t r a l  de te rmina t ion  On 
i s s u e s  t r u l y  o f  met ropol i tan  s i g n i f i -  
cance, wi th  d e c e n t r a l i z e d  r e s p o n s i b i l i t y  
f o r  t h e  d e t a i l s  and s p e c i f i c s  o f  plan-  
ning,  and f o r  ope ra t i ons .  This  has  been 
workable, and is a p p r o p r i a t e ,  e s p e c i a l l y  
i n  systems (such a s  t h e  h o s p i t a l  system) 
i n  which most i f  n o t  a l l  o f  t h e  opera t -  
i n g  u n i t s  are p r i v a t e  r a t h e r  than  pub l i c .  

I t  i s  a th ree -pa r t  procedure.  The ye t ro -  
. p o l i t a n  Council  f i r s t  sets f o r t h  what i~ 

sometimes c a l l e d  a  ' po l i cy  p l a n ' .  The 
subord ina t e  commission, then ,  working 
with t h e  ope ra t i ng  u n i t s ,  develops spe- 
c i f i c  p l a n s  and c a p i t a l  programs. 
F i n a l l y ,  t h e  Metropol i tan Caunci l  reviews 
t h e s e  and approves them i f  t h e y  a r e  found 
c o n s i s t e n t  wi th  t h e  p o l i c y  p l an .  

This  d e c e n t r a l i z e d  procedure seems t o  us 
t o  be t h e  one t o  use,  i n  moving toward 
t h e  o b j e c t i v e  of  a smaller and more 
e f f i c i e n t  h o s p i t a l  system. W e  considered 
a l t e r n a t i v e s ,  b u t  r e j e c t e d  them, It does 
n o t  seem f e a s i b l e  f o r  t h e  p u b l i c  i n i t i -  
a l l y  t o  t ake  ove r  t h e  ownership o f  t h e  

r e g i o n ' s  hosp t a l s ,  a s  it took over  t h e  
ownership o$ t h e  municipal  sewerage 
p l ~ n t s  a f t e r  1969, i n  o r d e r  t o  c a r r y  o u t  
t he  r eo rgan iza t ion  t h a t  is  r equ i r ed .  
N o r  even--a$ an a l t e r n a t i v e - - t o  t ake  
over ,  c e n t r a l l y  and p u b l i c i y ,  t h e  
r e s p o n s i b i l i t y  f o r  p rovid ing  h o s p i t a l s  
wiCh t h e  c a p i t a l  f o r  investment .  Such 
a coerc ive  approach is un l ike ly  t o  
receive p u b l i c  suppor t ,  and would maxi- 
mize con f ron ta t i on  and c o n f l i c t .  I t  
cannot  be done by i s s u i n g  o r d e r s .  
Rathey, and p rope r ly ,  t h e  Metropol i tan 
Council w i l l  be ob l iged  t o  se l l  i t s  
py9posal--to fhe h o s p i t a l  c o m u n i t y  and 
t o  t h e  p u b l i c .  

Correct deficiencies in the planning process, 

We d i d  have a cqncern whether t h i s  
approach--even i f  desirable--would be 
f ea s ib7e .  On t h e  one s i d e ,  t h e  exper i -  
ence o f  r e c e n t  y e a r s  makes us cau t ious  
about  e ~ e c t i n q  t o o  puch of  p u b l i c  p lan-  
ninq. The experience wi th  t h e  c e r C i f i -  
cate-of  -need review, i n  p a r t i c u l a r ,  
scarceJy  sugges ts  an a b i l i t y  t o  come t o  
g r i p s  e f f e c t i v e l y  wi th  t h e  b a s i c  prob- 
lems gf  t h e  system. And, on t h e  o t h e r  
s i d e ,  we found i t  hard  t o  base  g r e a t  con- 
f idence  i n  t h e  a b i l i t y  of  t h e  h o s p i t a l /  
medical c o m u n i t y  t o  address  t h e s e  
i s s u e s .  'Voluntary p lanning '  has  been 
t r i e d ,  and d i d  no t  work e f f e c t i v e l y  on 
i s s u e s  on which r e a l  i n t e r e s t s  c o n f l i c t .  

W e  d i d  f i n d ,  however, some fundament91 
d e f i c i e n c i e s  i n  t h e  process  o f  p u b l i c  
plqnning . . . which, i f  c o r r e c t e d ,  
probably cou$d make t h e  decision-makinq 
system work. F i r s t ,  t h e  p lanning  has 
been e s s e n t i a l l y  r e a c t i v e ,  t o  proposa ls  
i n i t i a t e d  by t h e  h o s p i t a l s .  And, second, 
it has  d e a l t  with h o s p i t a l s  one a t  a  
tipe. Given t h i s  framework, it was 
i p e v i t a b l e  t h a t  t h e  p u b l i c  pl+nning 
w ~ u l d  f a i l  t o  d e a l  e f f e c t i v e l y  wi th  
major system i s s u e s .  



Clear guidelines must be established 
regarding the frrt~rre 4ze. s h a ~ e  and 
structure of the region's hospital system. 
What is needed is a clear set of guide- 
lines from the Metropolitan Health Boqrd 
and Metropolitan Council with respect to 
the issues in controversy . . . which 
will provide for the hospitals clear and 
early direction about what is wanted, 
and when, and where. Only with this 
does the certificate-of-need become 
effective. A veto alone is ineffective, 
just as guidelines alone are ineffective. 
What works is the two, in combination. 

Perhaps the clearest demonstration was 
the successful experience in hospital 
planning in 1971, with respect to Henne- 
pin County General Hospital and Metro- 
politan Medical Center. Both projects-- 
then planned for neighboring sites in 
downtown Minneapolis--would have been 
subject to certificate-of-need review. 
But this by itself--after several years 
and hundreds of thousands of dollars of 
studies--could not have brought together 
two projects planned independently. 
What worked was the Health Board, moving 
ahead of the beginning of the planning, 
with simple, clear guidelines that 
called for a maximum total of 1,220 beds 
and for the developments to be 'co- 
located and contiguous'--backed up by 
the veto authority. 

It is our conclusion that the guidelines 
we have suggested the Metropolitan Coun- 
cil now set out can, equally, be 
effective in leading to a restructuring 
of the hospital system of the region as 
a whole . . . particularly if combined 
with certain changes in the decision- 
making responsibility in the hospital 
sector, which we recommend herein. 

WE RECOMMEND: 
The Metropolitan Council/Metropolitan 
Health Board and the community's 
physicians should jointly take steps 
to reduce the level of acute hospital 
bed utilization. 

All Twin Cities area hospitals should 
participate in the all-bed review conducted by 
the Foundation for Health Care Evaluation. 
Twin Cities area :iospitals should, 

without exception, participate in the 
all-bed review conducted by the Founda- 
tion for Health Care Evaluation. 

d 

If this voluntary program fails, the 
Metropolitan Council should present to 
the Minnesota Legislature, in 1979, a 
proposed amendment which would set as a 
condition of approval of a certificate- 
of-need the participation by the hospital 
in the community-wide all-bed review, as 
it is at that time being conducted by the 
Foundation. 

Physicians should complete a course in 
medical economics. 

As a requirement for licensing, the 
State Board of Medical Examiners should 
require that all physicians complete 
courses in health economics. To facili- 
tate this kind of education, the Board 
should ask the University of Minnesota 
Medical School to begin offering courses 
in health economics as a regular part of 
its continuing education curriculum. In 
addition, the School of Medicine should 
add health economics to its core of 
required courses. 

The Metropolitan Council/Health Board and 
the hospitals should together effect a 
reduction of from 1,500 to 3,500 beds. 

This effort--essential, in our view, to 
reduce the pressure for excess utiliza- 
tion--requires three steps. First, there 
must be an effective, temporary 'hold' on 
those investments or reinvestments that 
would foreclose the community's opportu- 
nity to reduce the size of the hospital 
plant. Second, the Metropolitan Council 
must produce a decision about the overall 
size, shape and structure of the future 
hospital system. Third, decisions must 
be made--by the hospital community or by 
public authority--about the individual 
elements of that hospital system: Which 
are to remain; which are not to remain; 



and which a r e  t o  be changed i n  s i z e .  

Place a temporary hold on 
investment/reinvestment in the region's 
hospital system. 

Clea r ly ,  i f  t h e r e  is t o  be any s s r i o u s  
p rospec t  of succes s  wi th  an e f f o r t  t~ 
reduce t h e  s i z e  of t h e  h o s p i t a l  p l a n t ,  
f u r t h e r  c a p i t a l  investment  must be sus-  
pended while  t h e  d e c i s i o n s  on s p e c i f i c s  
a r e  be ing  a r r i v e d  a t .  We urge t h e  Metro- 
p o l i t a n  Heal th  Board, t h e  Metropol i tan 
Counci l ,  and t h e  Minnesota Department of 
Heal th  no t  t o  approve a c e r t i f i c a t e - o f -  
need f o r  any h o s p i t a l  i n  t h e  reg ion  u n t i l  
t h e  dec i s ion  on t h e  f u t u r e  s i z e ,  shape 
and s t r u c t u r e  of  t h e  system has  been 
agreed on--which, under t h e  t ime- tab le  w e  
propose h e r e i n ,  would be about mid-1979. 

W e  urge t h e  h o s p i t a l s  o f  t h e  a r e a  t o  co- 
ope ra t e ,  by wi thhold ing  t h e i r  app l i ca -  
t i o n s .  Should an a p p l i c a t i o n  newerthe- 
less be  submit ted,  it should be consi-  
dered under a s p e c i a l  ' appea l s '  procedur- 
t h a t  would provide  f o r  approval  ( a )  when 
t h e  Heal th  Board and t h e  Metropol i tan 
Council  have, by a t h r ee - fou r th s  v o t e  o f  
t h e i r  membership, found t h a t  (b)  an abso- 
l u t e l y  compelling need e x i s t s  $pr  t h e  
improvement, and (c) t h a t  no reasonable  
ques t i on  e x i s t s  about  t h e  f a c i l i t y ,  o r  
s e r v i c e ,  be ing  a p a r t  o f  t h e  f u t u r e  
h o s p i t a l  system of  t h e  reg ion .  

This  p e r i o d  of ' suspens ion '  i n  t h e  
approva l  of a p p l i c a t i o n s  should begin as  
of  October 1977 and should be announced 
by r e s o l u t i o n  of  t h e  Health Board asd  
t h e  Council .  

Adopt a plan for the future size, shape, and 
structure of the region's hospital system. 

By September 1978 t h e  Metropol i tan 
Heal th  Board and t h e  Metropol i tan Council  
should come t o  a dec i s ion  about t h e  s i z e ,  
shape and s t r u c t u r e  of  t h e  d e s i r e d  
system, o v e r a l l .  

The schedule  should con t inue  ta c a l l  f o r  

t h e  h o s p i t a l s  t o  submit t h e i r  i n d i v i d u a l  
long-range p l ans  (admi t ted ly ,  drawn up 
o u t s i d e  t h e  framework o f  any agreed-on 
community-wide p l an )  by January 1978.  

The foundat ion of  t h a t  framework w i l l  
come about March 2978 from t h e  Health 
W a r d ' s  "v i ab l e  h o s p i t a l s "  t a s k  f o r c e :  
I t  should p r e s s  i t s  work r a p i d l y ,  and 
i n  the i n t e r e s t s  of t i m e  should focus 
f i r s k  on t h e  i s s u e s  of  t o t a l  bed s i z e ,  
and d i s t r i b u t i o n .  Th i s  should t hen  be  
moved t o  t h e  Metropol i tan CounciI,  a s  
the general-purpose p o l i c y  body f o r  t h e  
reg ion ,  f o r  approval  o r  modi f ica t ion .  

Beginning immediately, t h e  major i n s t i -  
t u t i o n s  of the  h e a l t h  c a r e  s e c t o r  should 
address  themselves t o  t h e  same i s s u e s ,  
and should develop recommendations t o  be 
made t o  t h e  Heal th  Board and Council .  
We urge, s p e c i f i c a l l y ,  t h a t  recommenda- 
t i o n ~  be  developed by: 

--Hospitals,  i n d i v i d u a l l y .  Hosp i t a l s  
should cons ider ,  among t h e i r  a l t e r n a -  
t i v e s ,  t h e  p o s s i b i l i t y  of  c l o s i n g ,  and 
s e l e c t  t h i s  course where app rop r i a t e .  
W e  should stress: We a r e  t a l k i n g  about 
t h e  c l o s i n g  of  t h e  h o s p i t a l  a s  a hospi- 
t a l .  This  might w e l l  involve  t h e  con- 
t i nued  ex i s t ence  and a c t i v i t y  o f  t h e  
h o s p i t a l  a s  an o rgan iza t ion ,  i n  some new 
and d i f f e r e n t  mission i n  t h e  h e a l t h  o r  
s o c i a l  s e r v i c e  f i e l d .  

--The Task Force on 'Supply'  of  t h e  Com- 
mission on Health Care Costs  e s t a b l i s h e d  
by the  Minnesota S t a t e  Medical Associa- 
t i o n  shoyld inc lude  i n  i t s  r e p o r t  a spe- 
c i f i c  recommendation as t o  t h e  h o s p i t a l s  
t h a t  should be withdrawn from s e r v i c e .  

--The Phys ic ians  Metropol i tan Heal th  
Force,  which i s  a group o f  doc to r s  se rv-  
i n g  as informal  adv i so r s  t o  t h e  Metro- 
po l ikan  Heal th  Board and supported by 
t h e  S t a t e  Medical Associat ion.  

-?The Winnesota Hosp i t a l  Assoc ia t ion .  
I n  t h e  s t a t e ,  c u r r e n t l y ,  t h e  ope ra t i on  of  
t h e  rate-review program is de l ega t ed  t o  



t h e  Minnesota H o s p i t a l  A s s o c i a t i o n .  This  
review cannot  f u n c t i o n  w i t h  f u l l  e f f e c t -  
i v e n e s s  u n l e s s  it c a n  d e a l  w i t h  s i t u a -  
t i o n s  where charge? a r e  h i g h  as a r e s u l t  
o f  e x c e s s i v e  f i x e d  c o s t s .  And it cannot  
make even recommendations abou t  r e d u c i n g  
such  c h a r g e s  w i t h o u t  some l a r g e r  frame- 
work o f  p l a n n i n g  o r  p o l i c y  a b o u t  t h e  
s i z e  and  shape o f  t h e  community's hospi-  
t a l  system. 

--A Twin C i t i e s  H o s p i t a l  T r u s t e e s  Counci l  
Such a c o u n c i l  shou ld  b e  formed by member 
o f  t h e  boards  o f  h o s p i t a l s  i n  t h e  metro- 
p o l i t a n  area, a c t i n g  as i n d i v i d u a l s .  
T h i s  s h o u l d  be  o r g a n i z e d  i n  t h e  f a l l  o f  
1977. It shou ld  have a s t a f f  s e p a r a t e  
from t h e  s t a f f s  o f  t h e  i n d i v i d u a l  hosp i -  
ta ls ;  and shou ld  b e  f i n a n c e d  indepen- 

. d e n t l y .  While w e  would n o t  want t h i s  t o  
b e  t h e  o n l y ,  o r  t h e  most important- -or  
i n  any s e n s e  a n  o f f i c i a l - - v o i c e  i n  t h e  
shap ing  o f  t h e  f u t u r e  sys tem,  we do 
b e l i e v e  t h e  o r g a n i z a t i o n  o f  t r u s t e e s  
w i l l  have a v e r y  s p e c i a l  importance.  
P a r t l y ,  t h i s  is because  t h e  t r u s t e e s  
have had ,  as w e  have found, s o  s u r p r i s -  
i n g l y  s m a l l  a p a r t  i n  t h i s  community's 
d e b a t e  a b o u t  h o s p i t a l  and h e a l t h  c a r e  
p l a n n i n g  i n  r e c e n t  y e a r s .  P a r t l y ,  t o o ,  
it i s  because  t h e y  r e p r e s e n t  such  a con- 
s i d e r a b l e  p o t e n t i a l  in f luence- - ly ing ,  
as t h e y  do ,  between t h e  h o s p i t a l  admin- 
i s t r a t i o n ,  on t h e  one  hand,  and t h e  pub- 
l i c ,  on t h e  o t h e r ;  y e t  u n c e r t a i n ,  w e  
s e n s e ,  whether  t h e i r  job  today i s  t o  
r e p r e s e n t  t h e  h o s p i t a l  t o  t h e  community, 
o r  t h e  community t o  t h e  h o s p i t a l .  Trus t -  
ees are t h e  p r i n c i p a l  i n t e r e s t  n o t  y e t  
h e a r d  from, i n  t h i s  e n l a r g i n g  d i s c u s s i o n  
abou t  h e a l t h  care p o l i c y ;  and w e  t h i n k  
it is e s s e n t i a l  t h a t  t h e y  d o  become 
i n v o l v e d ,  i n  th is  independen t  c a p a c i t y ,  
as t h e  i s s u e s  now move toward d e c i s i o n  
1977-79. 

Our own recommendations are that the 
Metropolitan Council guidelines: 

--Call f o r  from 6,900 t o  8,900 beds-in- 
s e r v i c e .  

--Defer any r e d i s t r i b u t i o n  o f  beds  geo- 
g r a p h i c a l l y  w i t h i n  t h e  r e g i o n  u n t i l  a f t e r  
t h e  bed- reduc t ion  program is  completed.  

--Set up a s t r o n g  p r e f e r e n c e  f o r  propos- 
a ls  t h a t  i n v o l v e  a r e s t r u c t u r i n g  o f  t h e  
system. 

S p e c i f i c a l l y ,  t h e  g u i d e l i n e s  on s t r u c t u r e  
shou ld  g i v e  f i r s t  p r i o r i t y  t o  new 
arrangements  f o r  d o c t o r s  and h o s p i t a l s .  
P r e p a i d  h e a l t h  d e l i v e r y  p l a n s ,  set up i n  
such a way t h a t  b o t h  d o c t o r s  and hosp i -  
t a l s  s h a r e  i n  t h e  p l a n s '  f i n a n c i a l  
r i s k s ,  a r e  one example. Second p r i o r i t y  
shou ld  b e  g i v e n  t o  new arrangements  
among h o s p i t a l s - - e s p e c i a l l y  g roup ings  o f  
p r e v i o u s l y  independent  h o s p i t a l s  f o r  t h e  
purpose  o f  p l a n n i n g  and implementing con- 
s o l i d a t e d  c a p i t a l  improvement programs. 
I n  a d d i t i o n ,  g roup ing  might  a l s o  i n v o l v e  
t h e  formal  merger o f  two o r  more h o s p i t a l  
c o r p o r a t i o n s ;  j o i n t  p u r c h a s i n g  o f  equip-  
ment; o r  agreements  by two o r  more hosp i -  
t a l s  t o  c o n s o l i d a t e  c e r t a i n  s e r v i c e s  a t  
one l o c a t i o n  ( e . g . ,  chemical  dependency 
o r  p e d i a t r i c s ) .  Arrangements c o u l d  
i n v o l v e  two o r  more " f r o n t  l i n e "  hosp i -  
ta ls ;  o r  one o r  more g e n e r a l  h o s p i t a l s  
and a r e f e r r a l  h o s p i t a l  f o r  s p e c i a l i z e d  
care. 

Regard less  o f  t h e  form, r e s t r u c t u r i n g  
shou ld  r e s u l t  i n  a d e c r e a s e  i n  t h e  
number o f  independen t  p r o p o s a l s  f o r  
changes i n  medica l  s e r v i c e s  b e i n g  sub- 
m i t t e d  t o  t h e  Hea l th  Board. For example, 
it might b e  d e s i r a b l e  t o  work toward f o u r  
groups  o f  h o s p i t a l s ,  each  group r e p r e s e n t -  
i n g  a b o u t  2,000 beds .  

If necessary, use appropriateness reviews and 
special legislation to close hospitals. 

By = T ~ l y  1979 t h e  Hea l th  Board shou ld  
beg in  a p p r o p r i a t e n e s s  rev iews .  A s  w t  
unders tand  it, t h e s e  rev iews  w i l l  d e c i d e  
which p a r t i c u l a r  h o s p i t a l s  are t o  be  a 
p a r t  o f  t h e  recommended o v e r a l l  system. 
F i r s t  o p t i o n  t o  make t h i s  d e c i s i o n ,  on 
t h e  recommended r e d u c t i o n  o f  c a p a c i t y ,  



should r e s t  with t h e  hosp i t a l s ,  individ-  
u a l l y  and co l l ec t ive ly .  They should 
ad jus t  t h e i r  January 1978 proposals down- 
ward, s ing ly  o r  i n  combination. Their 
revised i n s t i t u t i o n a l  p lans  should be 
submitted t o  the  Health Board and t h e  
Council by March 1979. I f  these  do not ,  
i n  t o t a l ,  f i t  t o  the  guidel ines  s e t  our  
f o r  t h e  regional  system, the  decis ion  on 
individual  hosp i t a l s  w i l l  then become 
one t o  be made by publ ic  au thor i ty .  

In making decis ions  regarding the  i n s t i - -  
t u t i o n s  which should be closed,  the  
Health Board should not give s p e c i a l  
weight t o  the  age of  f a c i l i t i e s .  That 
is ,  whether o r  not  a  hosp i t a l  has been 
recen t ly  r e b u i l t  should not  be a major 
considerat ion.  We f i n d  t h a t  c a p i t a l  
expenditures a r e  r e l a t i v e l y  small by 
comparison with opera t ing  expenses. 
Even i n  the  case of a  new f a c i l i t y ,  the  
community saving t h a t  would accrue due 
t o  decreased operat ing expenses would, 
wi th in  a few years ,  more than equal t h e  
cos t  of cons t ruct ion  and equipment. 

The 1979 Legis la ture ,  with the  a s s i s t -  
ance of the  Metropolitan Council and 
the  Minnesota Department of Health, 
should prepare s t e p s  t o  be taken toward 
the  mandatory c los ing  of hosp i t a l s ,  i n  
the  event t h a t  the  recommended non- 
governmental and voluntary ac t ions  f a i l  
t o  make s u f f i c i e n t  progress toward t h e  
goals  es tabl i shed.  A v a r i e t y  of a l t e r -  
na t ive  ac t ions  should be designed. 
Spec i f i ca l ly  t o :  

--Make p a r t i c i p a t i o n  i n  the  all-bed 
u t i l i z a t i o n  review a condit ion of reim- 
bursement by insure r s  i n  the  s t a t e .  

--Require the rate-review au thor i ty  t o  
r epor t  annually t o  the  Metropolitan 
Council which h o s p i t a l s  have abnormally 
high charges a s  a  r e s u l t  of  t h e i r  fixed 
cos t s ;  and t o  permit the  Minnesota 
Department of Health, with the  approval 
of the  Metropolitan Council, t o  s e t  
maximum allowable r a t e s .  A s  a  p a r t  of 
t h i s  system, charges should be required 

t o  be based on the  a c t u a l  c o s t s  of each 
service .  (This i s  sub jec t  t o  one major 
exception, discussed here in  on page 24.) 

--Add a 'non-conforming use '  f ea tu re  t o  
the  law on cer t i f ica te-of-need.  Fac i l i -  
t i e s  and se rv ices  outs ide  the  approved 
plan could, i n  o the r  words, continue i n  
service .  But it would be understood 
t h a t ,  a t  the  end of t h e i r  useful  l i f e ,  
they would not  be approved f o r  replace- 
ment. 

--Provide f o r  publ ic  f inancing of  hospi- 
t a l  c a p i t a l  expenditure. The responsi- 
b i l i t y  f o r  financing the  expansion, mod- 
e rn iza t ion  and replacement could be 
assumed by a c e n t r a l  regional  publ ic  
au thor i ty .  The r e s p o n s i b i l i t y  f o r  the  
repayment of debt--new and exist ing--  
would be assumed a t  the  same time. A l l  
th i rd-par ty  reimbursement f o r  hosp i t a l  
c a p i t a l  would be paid  t o  t h i s  regional  
h o s p i t a l - f a c i l i t i e s  au thor i ty .  A s  an 
addi t ional  con t ro l ,  t he  borrowings of 
the  new regional  hosp i t a l  f a c i l i t i e s  
author i ty  could be made subjec t  t o  area- 
wide voter  referendum. 

Procedures should a l s o  be worked ou t  f o r  
the  handling of a s s e t s  o r  l i a b i l i t i e s  
outstanding a t  the  time a hosp i t a l  
c loses .  In  some cases ,  debt remaining 
t o  be r e t i r e d  could be serviced by 
a s s e t s ,  once l iquidated .  In some cases ,  
a  surplus of a s s e t s  may remain a f t e r  
repayment of a l l  debt .  This could be 
t r ans fe r red  t o  the  parent  corporat ion;  
used t o  underwrite a  new mission f o r  the  
corporat ion,  o r  d i s t r i b u t e d  among o the r  
hosp i t a l s  t o  reduce debt i n  the  system 
general ly and, a t  the  same time, d a i l y  
p a t i e n t  charges. In  o the r  cases ,  the  
a s s e t s  w i l l  be i n s u f f i c i e n t  when l i q u i -  
dated t o  r e t i r e  the  outstanding debt .  
The debt  se rv ice  charge should then be 
prora ted  among the  remaining hosp i t a l s .  
An option e x i s t s  f o r  t h i s  t o  be picked 
up d i r e c t l y ,  publ ic ly ,  and repaid 
through the  t a x  system as  a  small addi- 
t i o n  t o  the  seven-county property t a x  
levy. But it seems t o  us more 



approp r i a t e ,  and f e a s i b l e ,  f o r  t h i s  t o  b.= 
handled i n  combination wi th  t h e  deb t  o f  
o t h e r ,  remaining h o s p i t a l s .  

LONGER-TERM, 
INCENTIVES TO CONTROL 
UTILIZATION MUST BE 
CREATED 
We b e l i e v e  t h e  s t e p s  i n  t h e  foregoing 
recommendations can have some r e a l  e f f e c t  
i n  reduc ing  t h e  s i z e ,  and u t i l i z a t i o n ,  of  
t h e  h o s p i t a l  p l a n t  i n  t h e  Twin C i t i e s  
a r ea .  

We recognize ,  however, t h a t  t h i s  e f f o r t  
t o  move through community p lanning  and 
quas i -publ ic  decision-making r e q u i r e s  f o r  
i t s  e f f e c t i v e n e s s  a  broad--and f a i r l y  
deep--community understanding of t h e  way 
the  h e a l t h  c a r e  system gene ra t e s  usage 
and c o s t s ;  r e q u i r e s  an unusual amount o f  
courage on t h e  p a r t  0% t h e  Metropol i tan 
Heal th  Board and the  Metropol i tan Coun- 
c i l ;  and r e q u i r e s  a  cons iderab le  e n l i g h t -  
enment on t h e  p a r t  of  h o s p i t a l s  and physi- 
c i a n s  about  t h e i r  r e s p o n s i b i l i t y  f o r  
b r ing ing  i n s t i t u t i o n a l  and p r o f e s s i o n a l  
behavior  i n t o  conformance wi th  broad com- 
munity o b j e c t i v e s .  ? 

i I Even i n  s o  unusual a  community a s  t h e  T . b i  
C i t i e s  a r e a ,  t h e s e  c o n d i t i o n s  w i l l  no t  he 1 
e a s i l y  met. I t  would be sound p u b l i c  I 

s t r a t e g y ,  t h e r e f o r e ,  t o  move a l s o ,  and a t  
t h e  same t ime,  wi th  an e f f o r t  t h a t  works 
by g iv ing  t h e  phys i c i an  and h o s p i t a l  a  
r e a l  and d i r e c t  i n t e r e s t  i n  r e s t r a i n i n g  
u t i l i z a t i o n .  E s s e n t i a l l y ,  t h i s  means some 
arrangement by which a  phys i c i an  group o r  
h o s p i t a l  is provided i n  advance wi th  a  
f i xed  sum of money f o r  t he  c a r e  o f  a  
de f ined  group of p a t i e n t s  over  a  def ined  
pe r iod .  Whether c a l l e d  'prepayment' o r  
' p rospec t ive  reimbursement' o r  ' r a t e  
s e t t i n g ' ,  t h i s  is t h e  common element i n  
a lmost  every  s t r a t e g y  f o r  reform of  t h e  
system now being d iscussed .  

Market incentives are preferable to 
administrative regulation. 
~ o s t  o f  these  arrarlyements would work 
through t h e  p lanning  and r egu la to ry  
system, however . . . and a r e ,  t he re -  
f o r e ,  s u b j e c t  t o  t h e  same q u a l i f i c a t i o n s  
we r a i s e  about  t h e  l i m i t a t i o n s  o f  p u b l i c  
a c t i o n  and en l igh t ened  s e l f - i n t e r e s t .  
I t  would be b e t t e r  i f  t h e  community 
could  work i n s t e a d  t o  in t roduce  t h e s e  
new i n c e n t i v e s  through non-governmental 
arrangements.  The Twin C i t i e s  a r e a  has  
a  remarkable oppor tun i ty  t o  do t h i s ,  
now, a s  a  r e s u l t  of t h e  growth h e r e  i n  
r e c e n t  yea r s  of t h e  prepa id  group prac-  
t i c e  p l a n s ,  which we descr ibed  i n  ou r  
f i nd ings .  These a r e  growing t o  t h e  
p o i n t  where t h e i r  b e n e f i t s  a r e  broad 
enough, and t h e i r  u t i l i z a t i o n  c o n t r o l s  
a r e  good enough, t h a t  they  can o f f e r  
q u a l i t y  h e a l t h  c a r e  f o r  t h e  f i r s t  time 
a t  a  p r i c e  below t h a t  of  t h e  conven- 
t i o n a l  fee-for-service/indemnity p lans .  
Since they  use  h o s p i t a l s  a t  a  s i g n i f i -  
c a n t l y  lower r a t e ,  t h e i r  own i n s t i t u -  
t i o n a l  i n t e r e s t  i n  cont inued  expansion 
co inc ides  w i th  t h e  community i n t e r e s t  
i n  more e f f i c i e n t  use o f  h e a l t h  c a r e  
resources .  The i r  development, t he re -  
f o r e ,  should be encouraged by p u b l i c  
and community pol i c y .  

A base for long-term control through market 
incentives already exists in the Twin Cities. 
The base f o r  such e s t r a t e g y  has  been 
l a i d  . . . i n  t h e  growth of  Group 
Heal th  Plan,  Inc . ,  o r  MedCenter Heal th  
Plan and i n  t h e  appearance of  t h e  
sma l l e r  p l a n s ;  and a l s o  by t h e  cont inu-  
ance of  Phys ic ians  Heal th  Plan and i t s  
r ecen t  e f f o r t s  t o  b r i n g  down t h e  u t i l i -  
z a t i o n  r a t e  o f  i t s  independent-pract ice  
doc to r s .  

The c r i t i c a l  ques t i on ,  nex t  . . . which 
w i l l  determine whether t h i s  a l t e r n a t i v e  
system becomes an e f f e c t i v e  i n f luence  
i n  reducing u t i l i z a t i o n  o r  no t  . . . is  
whether--in t h e  l i t e r a l  sense  of  t h e  



words--anybody c a r e s  what h e a l t h  c a r e  
c o s t s .  I f  nobody responds t o  t h e  eco- 
nomic i n c e n t i v e s  o f f e r e d  by t h e  lower 
p r i c e s  i n  t he se  p l a n s ,  t hey  w i l l  n o t  
grow, and t h e  p r e s s u r e  f o r  lower u t i l i -  
z a t i on  i n  t h e  system w i l l  fade.  

Ul t imate ly ,  then ,  t h e  dec i s ion  about  
t h e i r  growth l ies  wi th  t he  buyers  of  
h e a l t h  care--which a r e ,  i n c r e a s i n g l y ,  
t h e  bus iness  f i rms  o f  t h e  community a s  
they  now pay f o r  t he  h e a l t h  b e n e f i t s  
o f f e r e d  t o  t h e i r  employees. For t h e  
a l t e r n a t i v e  p l a n s  t o  grow, they need 
t o  be o f f e r e d  t o  t h e  employee a s  an 
op t ion ,  by t h e  employer--preferably a t  
a p r i c e  which r e f l e c t s  t h e  employer 's  
a c t u a l  c o s t  experience--and encouraged. 
There i s  an impor tan t  i s s u e  he re ,  t oo ,  
f o r  t h e  l abo r  unions which r e p r e s e n t  
t h e  employees . . . s i n c e ,  from one 
p o i n t  of view, t h e s e  h e a l t h  b e n e f i t s  
a r e  bought wi th  'compensation' d o l l a r s  
which could o therwise  have come t o  t h e  
worker i n  t h e  form of wages. I n  p l a i n  
words, a b e t t e r  p r i c e  on h e a l t h  c a r e  
can mean more spendable cash .  

On t h i s  ground, too ,  an important  oppor- 
t u n i t y  e x i s t s  i n  t h i s  community. 
Employers here--perhaps more than  any- 
where else i n  t h e  country--have become 
s o p h i s t i c a t e d  about  i s s u e s  o f  h e a l t h  
c a r e  p o l i c y .  Th i s  i s  heav i ly  a s  a 
r e s u l t  o f  t h e  e x i s t e n c e  he re ,  some y e a r s  
ago, o f  t h e  Twin C i t i e s  Heal th  Care 
Development P r o j e c t  . . . which evolved 
i n t o  t h e  Twin C i t i e s  based Nat ional  
Associat ion o f  Employers f o r  Heal th  
Maintenance Organiza t ions  (NAEHMO) . 
Even more s i g n i f i c a n t  i n  educa t ing  t h i s  
community t o  t h e  problem and t o  non- 
r e g u l a t o r y  s o l u t i o n s  has  been t h e  pre-  
sence he re  of  I n t e r s t u d y ,  a hea l th-  
p o l i c y  r e sea rch  i n s t i t u t e  wi th  s i g n i f i -  
c a n t  impact a l s o  on t h e  n a t i o n a l  scene.  

W e  have concluded t h a t  a s u b s t a n t i a l  
e f f o r t  should be made h e r e  t o  encourage 
t h e  development o f  t he se  a l t e r n a t i v e  
h e a l t h  c a r e  p l ans .  This w i l l  r e q u i r e  
an a c t i v e  e f f o r t  by t h e  p r i v a t e  s e c t o r .  
The a p p r o p r i a t e  r o l e  f o r  t h e  p u b l i c  

s e c t o r  is :  Not t o  impede, by l e g i s l a t i o n  
and/or r e g u l a t i o n ,  t h e  adjustments  t ak ing  
p l ace  i n  t h e  market among the  competing 
s u p p l i e r s  of  h e a l t h  c a r e  s e r v i c e s ,  and 
t o  encourage these  when app rop r i a t e ;  and, 
a s  a major employer, t o  make a choice of  
h e a l t h  care programs a v a i l a b l e  t o  its own 
employees. 

w RECOMMEND: 

Employers and hospitals should act to 
encourage the growth of alternative health 
care delivery plans. 

Employers i n  t h e  Twin C i t i e s  a r e a  should 
o f f e r  one o r  more of  t h e s e  a l t e r n a t i v e  
p l ans  a s  an op t ion  t o  t h e i r  employees 
f o r  t h e i r  h e a l t h  c a r e  coverage. Where 
t h e  employer pays f o r  t h e  c o s t  o f  t he  
p l a n  f o r  an employee and h i s  dependents,  
t h e  f i rm  should pay f o r  t h e  l e a s t  expen- 
s i v e  o f  t h e  a v a i l a b l e  p l ans ;  wi th  t h e  
employee having t h e  oppor tun i ty  o f  paying 
t h e  e x t r a  c o s t  f o r  a d i f f e r e n t  p l a n  
should he p r e f e r  it. 

Business firms--as an ex tens ion  o f  t h e i r  
r e spons ib l e  s o c i a l  role--should l end  
t h e i r  encouragement and a s s i s t a n c e  t o  
t he se  emerging forms of  h e a l t h  c a r e  d e l i -  
very.  This  could i nc lude  t e c h n i c a l  he lp  
i n  management, marketing o r  investment.  
I t  could a l s o  i nc lude  'moral '  and p o l i t i -  
c a l  suppor t .  Labor should l end  i t s  p o l i -  
t i c a l  suppor t .  

Hospi ta l s  i n  t he  Twin C i t i e s  a r e a  should 
explore  t h e  p o s s i b i l i t y  of  e s t a b l i s h i n g  
such arrangements f o r  t h e  ca re  o f  t he  
p a t i e n t  group served  by t h e i r  r e spec t ive  
medi ?a1  s t a f f s  . 
The Metropolitan Council/Health Board 
should set-up a special process for reviewing 
certificate of need requests from alternative 
health delivery plans. 

I The Metropol i tan Council  and Metropol i tan 
I Health Board should s e t  up two a l t e r n a t e  



rou t e s  b y  which a h e a l t h  c a r e  i n s t i t u t i o n  
could s ecu re  permission t o  make c a p i t a l  
investments  o f  $150,000 o r  more. 

The f i r s t  would r e q u i r e  t h e  i n s t i t u t i o n  
t o  show t h a t  it was f u l l y  r e f l e c t i n g  t h e  
c o s t s  of  such investment i n  r a t e s  s u b j e c t  
t o  competi t ion;  and was i n  f a c t ,  under 
t h e s e  i n c e n t i v e s ,  exper ienc ing  r a t e s  o f  
h o s p i t a l  u t i l i z a t i o n  s i g n i f i c a n t l y  below 
t h e  a r e a ' s  p a t t e r n .  This  would apply t o  
an i n s t i t u t i o n  a c t u a l l y  d e l i v e r i n g  care-- 
a s  a p r epa id  h e a l t h  d e l i v e r y  system. 
Under t h i s  same a l t e r n a t i v e ,  a h o s p i t a l  
would be r equ i r ed  t o  show t h a t  70% o r  
more o f  i t s  p a t i e n t  days were used by 
p repa id  h e a l t h  d e l i v e r y  p l a n s ,  ugdgr 
long-term c o n t r a c t s .  For bo th ,  t he  
ce r t i f i ca t e -o f -need  r equ i r ed  by s t a t e  law 
should s t i l l  be app l i ed  f o r ,  s o  t h a t  t h e  
Metropol i tan Heal th  Board i s  f u l l y  
informed about  t h e  changing p a t t e r n  of  
investment  and u t i l i z a t i o n  i n  t h e  
region;  b u t  t h e  c e r t i f i c a t e  should be 
i s sued  simply on t h e  r equ i r ed  showings. 

The second would apply  t o  i n s t i t u t i o n s  
no t  ope ra t i ng  a s  p repa id  h e a l t h  d e l i v e r y  
p l a n s ,  o r  a s  h o s p i t a l s  p r i n c i p a l l y  se rv-  
i n g  such p l ans .  These would r e q u i r e  t h e  
i n s t i t u t i o n  t o  p a s s  through t h e  p roces s  
o f  a d m i n i s t r a t i v e  review; a s  t o  t h e  need 
f o r  t h e  added f a c i l i t i e s  and/or equip- 
ment, and a s  t o  t h e  reasonableness  o f  
i t s  r a t e s .  

The reason  f o r  t h e  d i s t i n c t i o n  i s  a 
simple one. The p u b l i c  purpose i s  t o  
have investment s u b j e c t  t o  some form 
o f  r e s t r a i n t .  Where t h e  economic con- 
s t r a i n t s  a r e  p r e s e n t ,  r e g u l a t i o n  need 
no t  be. 

The i s s u e  i m p l i c i t  he re  may no t  become a 
r e a l  one,  a t  any e a r l y  da t e .  The pre-  
p a i d  h e a l t h  d e l i v e r y  p l a n s  p r e s e n t l y  
c o n t r a c t  f o r  beds and s e r v i c e s  i n  e x i s t -  
i n g  hosp i t a l s - - a s  Group Heal th ,  f o r  
example, does wi th  Fairview.  And it i s  
p o s s i b l e  t h a t ,  a s  they  expand, t h e s e  
p l a n s  w i l l  con t inue  t o  p r e f e r  t o  con- 
t r a c t  f o r  h o s p i t a l  s e r v i c e ,  l eav ing  t h e  

ope ra t i on  and development of f a c i l i t i e s  
t o  o t h e r s .  But it i s  a l s o  p o s s i b l e  t h a t ,  
l i k e  Kaiser  on the  w e s t  c o a s t ,  a p l an  
w i l l  a t  some p o i n t  e l e c t  t o  b u i l d  and 
own a h o s p i t a l  i t s e l f .  The l a r g e s t  of 
them i s  not  t o o  f a r  from t h e  150,000 
enro l lment  which--at a r a t e  of  two beds 
p e r  thousand enrolled--would j u s t i f y  t h e  
300-bed h o s p i t a l .  This i s  a l e v e l  we l l  
below t h e  c u r r e n t  r a t e  i n  t h e  Twin C i t i e s  
a r e a  o f  more t han  f i v e  beds p e r  thousand, 
and p u b l i c  p o l i c y  should consc ious ly  
induce t h e  system t o  move t o  t h i s  type 
of  d e l i v e r y  by g r a n t i n g  permission f o r  
the  c a p i t a l  t h e s e  p l a n s  do f i n d  it eco- 
n ~ s a i c  t o  i n s t a l l .  

Hospitals with aggressive utilization review 
programs ought to be given special 
consideration in both certificate of need and 
rate review. 
A s p e c i a l  problem e x i s t s  i n  the  case  of  
a h o s p i t a l  i n  which tough c o n t r o l s  on 
u t i l i z a t i o n  a r e  be ing  run  by the  medical 
s t a f f  even under fee- for -serv ice  arrange-  
ments. Such a program r e s u l t s  i n  a low- 
e r ed  occupancy f o r  t h e  hospi ta l - -and,  
t h e r e f o r e ,  i f  t h e  h o s p i t a l  is t o  remain 
v i a b l e  f i n a n c i a l l y ,  higher-than-average 
c o s t s  and charges p e r  p a t i e n t  day. This 
could become an i s s u e  f o r  r a t e  review. 

I n  t h e  handl ing  both  o f  c e r t i f i c a t e - o f -  
need and o f  r a t e  review, it w i l l  be 
important  t o  d i s t i n g u i s h  t h i s  s i t u a t i o n  
o f  h igh  charges--which r e s u l t s  from 
t i g h t  u t i l i z a t i o n  review and is the re -  
f o r e  i n  t he  community in te res t - - f rom t h e  
s i t u a t i o n  o f  high charges which would 
r e s u l t  i n  a h o s p i t a l  spending heav i ly  on 
c a p i t a l  investment  and s t a f f ,  wi thout  a 
s t r o n g  u t i l i z a t i o n  review program. 

I f  i t  becomes necessary t o  move t o  r a t e -  
s e t t i n g  a s  a way of  b r ing ing  down t h e  
s i z e  of t h e  h o s p i t a l  p l a n t ,  a s i m i l a r  
exemption ought  t o  be gran ted  f o r  a hos- 
p i t a l  whose exces s ive ly  h igh  charges 
r e s u l t  from aggres s ive  e f f o r t  by i t s  
medical s t a f f  t o  sho r t en  l eng th  o f  s t a y  
and t o  reduce unnecessary admissions.  



BACKGROUND 
There a r e  f i v e  major components of t he  
Twin C i t i e s  h e a l t h  c a r e  system: Heal th 
maintenance and prevent ion  a c t i v i t i e s ,  
p a t i e n t s ,  doc to r s ,  h o s p i t a l s ,  and t h e  
f i n a n c i a l  arrangements which provide t h e  
funds f o r  both ope ra t ing  and c a p i t a l  
expenses. The focus of ou r  s tudy is t h e  
h o s p i t a l  component and s p e c i f i c a l l y  t h e  
Twin C i t i e s '  35 sho r t - s t ay  community 
h o s p i t a l s  ( t h a t  is, those  h o s p i t a l s  
where s t a y s  do n o t  exceed 30 days ) .  
Excluded from major cons ide ra t ion  a r e  
t h e  r e g i o n ' s  s t a t e  h o s p i t a l s ,  Veterans 
Hospi ta l ,  and long-term ca re  f a c i l i t i e s .  

Of major i n t e r e s t  with r e s p e c t  t o  t h e  
r e g i o n ' s  community h o s p i t a l s  a r e  t he  
fol lowing s u b j e c t s :  

-The s i z e ,  shape and s t r u c t u r e  of t h e  
r e g i o n ' s  h o s p i t a l  system. That is ,  
how many h o s p i t a l s ?  Where a r e  they 
loca t ed?  Who owns them? 

-The k inds  of s e r v i c e s  h o s p i t a l s  pro-  
vide and the  popula t ions  they  serve .  

-The e x t e n t  t o  which t h e i r  s e r v i c e s  
a r e  used and, i n  some c a s e s ,  unused. 

-The evo lu t ion  of  community-wide hos- 
p i t a l  planning i n  t h e  Twin C i t i e s .  

-Trends i n  h o s p i t a l  expenditures  and 
a l t e r n a t i v e  s t r a t e g i e s  f o r  con t ro l -  
l i n g  them. 

Throughout t h i s  background s e c t i o n ,  
many r e fe rences  a r e  made t o  s p e c i f i c  
h o s p i t a l s  and h o s p i t a l  corpora t ions .  
This  was done t o  make t h e  d e s c r i p t i o n  
more meaningful . . . t o  i l l u s t r a t e  
t r ends  a s  they a r e  occurr ing  i n  t he  

Twin C i t i e s .  The r e fe rences  a r e  meant 
a s  examples and no t  a s  complete l is ts  of  
l o c a l  a c t i v i t y  i n  a  p a r t i c u l a r  a r e a .  

HEALTH MAINTENANCE 
AND PREVENTION 
ACTIVITIES 
The h e a l t h  ca re  system is focused 
mainly on c a r e  f o r  t h e  s i c k  . . . t h a t  
i s ,  people who a r e  s u f f e r i n g  because of 
d i s e a s e ,  i n j u r y  o r  body d e t e r i o r a t i o n  
due t o  agi-ng. The h e a l t h  maintenance 
and prevent ion  component is  r e l a t i v e l y  
small  and confined p r imar i ly  t o  pub l i c  
h e a l t h  a c t i v i t i e s  ( see    able 4)  . 
A s  is t r u e  of  o the r  s e r v i c e s ,  t he  h e a l t h  
c a r e  system has been fundamentally 
shaped by t h e  incen t ives  r e s u l t i n g  from 
p u b l i c  p o l i c y  ( e - g . ,  Medicare and Medi- 
c a i d )  and p r i v a t e  a c t i o n s .  Heavier use 
of and r e l i a n c e  upon t h e  s i c k  ca re  com- 
ponents of t h e  h e a l t h  c a r e  system is t h e  
r e s u l t  o f  i ncen t ives  which have been 
c r e a t e d  s i n c e  World War 11. No s i m i l a r  
i ncen t ives  have been developed t o  
encourage h e a l t h  maintenance. Conse- 
quent ly ,  maintenance and prevent ion  
programs have not  grown s u b s t a n t i a l l y  
over t h e  l a s t  30 years .  

pub l i c  hea l th  a c t i v i t i e s  have had major, 
i f  n o t  t h e  g r e a t e s t ,  impact on t h e  over- 
1- 
S a n i t a t i o n  and immunization programs have 
brought s i g n i f i c a n t  r e s u l t s .  One a f t e r  
another ,  t h e  major epidemics and conta- 
gious d i s e a s e s  have been reduced t o  



Table 4 

NATIONAL HEALTH EXPENDITURES, 1950, 1900, 1974 

To ta l  Expenditures = 
Expenditures/Capit.a = 

Nursing Homes 2% 
Rssearch 1% 3 

$27 b i l l i o n  
$137 

$13 b i l l i o n  
. - 

Hosp i t a l  
Care and 
Construc- 
t i o n *  

37% 

Phys ic i an  
Se rv ices  

22% 

Drugs, Den- 
t a l  Se rv i -  
c e s ,  Eye  
Glasses  

24% - 7-- -- 
133 Other 
Pub. Heal th  
& Prcven t .  - 

1960 

$76 

H o s p i t a l  
Care and 
Cons t r u c -  
t i o n *  

37% 

, 
Phys ic i an  
Se rv ices  

22% 

Drugs, Den- 
t a l  Servi -  
c e s ,  Eye 
Glasses  

25% -- - 
13% Other 
Pub. Heal th  
& Prevent .  . 

1950 

I 
I 
I 

, Research 
2 % 

I 

N u r s i ~  
Homes 

$112 b i l l i o n  

Construc- 

-- Research 
3 9, 

SOURCE: S t a t i s t i c a l  A b s t r a c t s  of t h e  U.S. 1976, Tab le .106 ,  U.S. Department o f  Commerce, 
Bureau o f  Census. 

*Largely h o s p i t a l ,  b u t  inc ludes  o t h e r  heal th-re1 .a ted  c o n s t r u c t i o n .  

n e g l i g i b l e  p ropor t ions  o r  e l imina ted :  
Tuberculosis ,  smallpox, measles,  typhoid 
and p o l i o .  Medical r e sea rch  has  played 
a r o l e  i n  understanding t h e  na tu re  o f  
t hese  d i s e a s e s ,  bu t  t h e  a c t u a l  prevent ion 
programs have been c a r r i e d  o u t  through 
t h e  p u b l i c  h e a l t h  s e r v i c e  and, i n  many 
cases ,  by nonmedical personnel .  

In  t h e  f u t u r e ,  p u b l i c  h e a l t h  w i l l  con- 
t i n u e  t o  p lay  a major r o l e  i n  h e a l t h  
maintenance. For example, cancer  
r e sea rch  sugges ts  a d i r e c t  r e l a t i o n s h i p  
between the  incidence o f  some forms o f  
cancer  and c e r t a i n  environmental condi- 
t i o n s .  Although t h e  r e s p o n s i b i l i t y  may 
no t  f a l l  on t h e  ' h e a l t h  department '  p e r  
s e ,  work w i l l  have t o  be done t o  monitor 
and change environmental condi t ions .  

Health educat ion and maintenance have 
been t r a d i t i o n a l  concerns o f  pub l i c  
h e a l t h  departments. There i s  growing 
i n t e r e s t  i n  and f i n a n c i a l  suppor t  f o r  
t hese  programs. 

Much o f  t h e  c u r r e n t  i n t e r e s t  i n  h e a l t h  
educat ion and maintenance has  i t s  o r i -  
g i n s  i n  t h e  p u b l i c  h e a l t h  s e r v i c e s .  
The h e a l t h  departments i n  both Minnea- 
p o l i s  and S t .  Paul  have sponsored 
h e a l t h  educat ion and maintenance pro- 
grams aimed f o r  t h e  most p a r t  a t  
expec tan t  mothers and small  ch i ld ren .  

The Community Health Se rv i ces ,  Act, 
1976, provides f o r  s t a t e  block g ran t s  
t o  count ies  f o r  use i n  developing pub- 
l i c  h e a l t h  programs. Cons is ten t  wi th  



o t h e r  r ecen t  l e g i s l a t i v e  a c t i o n ,  t he  a c t  
g ives  coun t i e s  d i r e c t  r e s p o n s i b i l i t y  f o r  
pub l i c  h e a l t h  planning and programming. 
Although count ies  w i l l  use some of these  
funds f o r  i n spec t ion  and s a n i t a t i o n  pro- 
grams, h e a l t h  maintenance and d i sease  
prevention educat ion i s  a  major component 
of t h e  l e g i s l a t i o n .  

According t o  t h e  a c t ,  each county w i l l  
develop i ts  own p lan  f o r  community h e a l t h  
s e r v i c e s .  These p l ans  w i l l  be reviewed 
by t h e  r eg iona l  planning counci l ,  t h e  
Metropolitan Health Board f o r  t h e  Twin 
C i t i e s ,  and t h e  s t a t e  Department of  
Health. Once approved, t h e  county w i l l  
be e l i g i b l e  f o r  a  block g r a n t ,  t h e  amount 
of which is  based p r imar i ly  on populat ion 

The Metropoli tan Health Board has devel- 
oped c r i t e r i a  f o r  reviewing the  p l ans  
submitted by ind iv idua l  coun t i e s .  These 
c r i t e r i a  s t r e s s  the  following: 

-Ci t izen  and provider  p a r t i c i p a t i o n  i n  
planning.  

- Inc lus ion  of "programs which emphasize 
i l l n e s s  prevention and h e a l t h  educat ion 

I I  . . .  
-Development of h e a l t h  screening  and 

e a r l y  d e t e c t i o n  programs. 

-Coordination and cooperat ion among 
providers .  

During t h e  l a s t  few yea r s ,  h o s p i t a l s  have 
shown g r e a t e r  i n t e r e s t  i n  providing some 
s e r v i c e s  which have t r a d i t i o n a l l y  been 
thought of a s  "public  h e a l t h  se rv ices" .  
Most notable  a r e  programs i n  home h e a l t h  
ca re ,  genera l  primary c a r e  and h e a l t h  
educat ion.  For example, both North 
Memorial Medical Center and S t .  John ' s  
Hospi ta l  have t h e i r  own home hea l th  c a r e  
o r  v i s i t i n g  nurse programs. 

Severa l  h o s p i t a l s  provide supp l i e s  and 
f i n a n c i a l  support  f o r  community c l i n i c s ,  
most of  which a r e  providers  of  primary 
ca re  t o  low and middle income people. 

He&lth educat ion programs were i n i t i a t e d  
t o  teach in -pa t i en t s  with chronic prob- 
lems t o  ca re  f o r  themselves a f t e r  t h e i r  
r e l e a s e ;  however, i n  r ecen t  yea r s  t h e  
programs have i n  many cases  broadened 
t h e i r  scope s o  t h a t  they a r e  now educat- 
i ng  t h e  genera l  pub l i c .  Metropolitan 
Medical Center ' s  pub l i ca t ion ,  Focus on 
Heal th,  r egu la r ly  inc ludes  a  h e a l t h  edu- 
c a t i o n  f e a t u r e .  North Memorial Medical 
Center provides h e a l t h  educat ion pro- 
grams f o r  school d i s t r i c t s  i n  northern 
Hennepin County. A l l  o f  t hese  programs 
w i l l  be discussed i n  g r e a t e r  d e t a i l  i n  
another  p a r t  of t h i s  s ec t ion .  

THE PATIENTS 
Minnesotans and s p e c i f i c a l l y  Twin C i t i e s  
r e s i d e n t s  a r e  r e l a t i v e l y  hea l thy .  

L i f e  expectancy and the  i n f a n t  death 
r a t e  a r e  two of  t h e  most common measures 
used t o  measure h e a l t h  s t a t u s .  Only 
Hawaiians have a  longer  l i f e  expectancy 
than Minnesotans. In 1971, t h e  average 
l i f e  expectancy f o r  Minnesotans was 72.9 
yea r s ,  f o r  Hawaiians it was 73.6 yea r s ,  
and f o r  t h e  na t ion  a s  a  whole it was 
70.8 years .  The i n f a n t  mor t a l i t y  r a t e  
f o r  t he  Twin C i t i e s  and the  metropoli tan 
uni ted S t a t e s  i s  shown i n  Table 5 :  

Table 5 

INFANT* DEATHS PER 1,000 LIVE BIRTHS, 
TWIN CITIES COMPARED WITH 
METROPOLITAN UNITED STATES 

Year 1 Twin C i t i e s  I Metro U.S. 
I I 

I I 
SOURCE : Minnesota Center f o r  

Health S t a t i s t i c s .  

*Bir th  t o  one yea r .  



People require hospitalization largely received some form of "intensive care". 
fo r  treatment of i l lnesses  t h a t  r e su l t  About 11% of those admitted a t  the Miller - - - - - - - - - - - - 

from personal l i fe -s ty le  and from body /Division of United Hospitals received 
deterioration due t o  aging. 

A survey of a sample of Twin Ci t ies  hos- 
p i t a l s  showed tha t  i n  1975 the most com- 
mon primary diagnoses for  hospitalized 
persons were: Accidental in jur ies ,  
hear t  a t tack,  stroke,  b i r t h  and cancer. 
This pat tern of diagnosis i s  ref lected i n  
the leading causes of death for  the metro- 
pol i tan area for  1975: Heart disease 
(51%), cancer ( 2 1 % ) ,  s troke (11%), acci- 
dental injury (5%) .  With the possible 
exception of cancer, a l l  of the major 
causes of hospitalization can be traced 
t o  personal l i fe -s ty le  and body deter i -  
oration due primarily t o  aging. That i s  
t o  say t h a t  people end up i n  the hospital  
because of t h e i r  own actions o r  because 
of the natural  process of aging. In the 
past  t h i s  was not the case. Hospital 
beds were f i l l e d  by persons with bac- 
t e r i a  o r  virus-related diseases (e.g., 
tuberculosis, polio,  pneumonia). 

Currently, there i s  no source of data for  
the metropolitan area on i l l ne s s  when it 
does not r e su l t  i n  death. A s  the per- 
centages above would indicate,  we have 
good information on the causes of death, 
but, when it comes t o  the primary reasons 
for  hospi ta l izat ion,  it i s  impossible for  
us  t o  do more than report  our ra ther  in- 
formal observations. Hospitals do keep 
track of primary diagnosis of t h e i r  
pa t ien ts ,  but t h i s  information has never 
been collected and systematically analyzed 
for  the metropolitan area. 

New medical technolouv has made it DOS- 

s i b l e  for  the physician to ck, :/:ci.z i o ~  
hi; pat ients .  A s  a r e su l t ,  people now 
seek and receive care for  a broader range 
of health problems. For example, the 
number of diagnostic procedures has grown 
as  a r e su l t  of new X-ray technology (most 
notably, the C. A.T. Scanner) . Fifteen 
years ago the "intensive care unit" o r  
the "coronary care unit" did not ex is t .  
In 1976, about 14% of the pat ients  ad- 
mitted a t  Hennepin County Medical Center 

t h i s  kind of care. 

Becoming a p a t i e n t  i s ,  i n  large pa r t ,  a 
matter of personal choice. 

Not a l l  people seek professional medical 
help when they become ill o r  are  injured. 
Often people decide tha t  the problem is  
not severe enough t o  warrant a doctor 's  
care. Instead they choose some kind of 
se l f  care, seek help o r  f i r s t  a id  from a 
nonmedical person, o r  jus t  ignore the 
problem. The point a t  which a person 
chooses t o  c a l l  a doctor w i l l  vary from 
person t o  person. Some people c a l l  with 
the most minor symptoms, while others 
wait u n t i l  they are  so s ick tha t  someone 
e l se  has t o  c a l l  for  them. 

Patients a re  a l so  f ree  t o  stop receiving 
care whenever they choose; however, 
incentives i n  the system do not encourage 
t h i s .  

After t rying various types of care with- 
out being cured, some pat ients  decide 
tha t  they w i l l  jus t  " l ive  with the prob- 
lem". However, there are  few incentives 
i n  the health care system encouraging 
pat ients  t o  l i ve  with t he i r  problems. 

Many pat ients  a re  insulated from and, i n  
some cases, oblivious t o  the cost  of 
t h e i r  hospital  care. Their b i l l s  a re  
paid through a " third  party", a private 
insurance company, Blue Cross, Medicare 
o r  Medicaid. About 90% of Twin Cit ies  
residents who work f u l l  time have com- 
prehensive medical insurance. The 
remaining full-time employees have 
coverage for  a t  l e a s t  c a t a ~ t r o ~ h i c  ill- 
nesses. Employers are required by 
Minnesota law t o  o f f e r  t h e i r  workers a t  
l e a s t  catastrophic coverage. Most unem- 
ployed persons a re  a lso covered, many 
through a spouse's o r  r e l a t i ve ' s  policy, 
Medicare, Medicaid o r  some other form of 
public assistance.  Premiums for  private 
insurance a re  i n  some cases paid i n  f u l l  

!by employers. When they are  not, premium 



charges a r e  deducted from a  p a t i e n t ' s  
paycheck. Consequently, few people pay 
( t h a t  is ,  a c t u a l l y  have t o  w r i t e h  check 
o r  pay cash)  f o r  t h e i r  h o s p i t a l  expenses.  

Because t h e  p a t i e n t  is s o  divorced from 
t h e  c o s t ,  t h e r e  is l i t t l e  i ncen t ive  f o r  
him t o  be concerned about t h e  c o s t  o f  
ca re .  H i s  insurance  usua l ly  g ives  him 
access  t o  t h e  most modern medical tech-  
nology, and t h e  p a t i e n t  has  come t o  
expec t  h i s  phys ic ian  t o  use  t h i s  tech-  
nology even i f  it w i l l  b r i n g  only mini- 
mal r e s u l t s .  

Although insurance  coverage is a  major 
fo rce  motivat ing p a t i e n t s  t o  seek t h e  
most s o p h i s t i c a t e d  forms of ca re ,  o t h e r  
f a c t o r s  a l s o  con t r ibu te .  For example, 
a l l  of t h e  major l o c a l  newspapers regu- 
l a r l y  r e p o r t  on t h e  most r e c e n t  develop- 
ments i n  medical technology. These 
a r t i c l e s  have increased  t h e  p u b l i c ' s  
awareness of what medicine can do and 
undoubtedly encourage p a t i e n t s  t o  ask  
t h e i r  phys ic ian  i f ,  f o r  example, a car -  
d i a c  bypass ope ra t ion  would make t h e i r  
h e a r t  s t r o n g e r  o r  i f  t h e  removal of a  
p o r t i o n  of  t h e i r  small i n t e s t i n e  would 
he lp  them l o s e  weight.  

Terminal cases  may be a  major except ion.  
There a r e  s igns  t h a t  more and more 
p a t i e n t s  do no t  want t h e i r  phys ic ians  t o  
use ex t r ao rd ina ry  means t o  prolong l i f e .  
The Kaiser  Foundation is now developing 
a  hospice program . . . t h a t  is ,  f a c i l i -  
t i e s  f o r  te rmina l  p a t i e n t s  where t h e  
goa l  is t o  keep t h e  person comfortable 
r a t h e r  than  t o  t r y  t o  prolong l i f e .  A 
r e c e n t  Har r i s  survey r e p o r t s  t h a t  71% of 
t h e  persons  p o l l e d  f e l t  "a p a t i e n t  with 
a t e rmina l  d i s e a s e  ought t o  be a b l e  t o  
t e l l  h i s  doc tor  t o  l e t  him d i e  r a t h e r  
than extend l i f e  . . ." I n  1973, only 

THE DOCTORS - 
P a t i e n t s  cannot be admit ted t o  t h e  h o s r , ~ -  
t a l ,  tests cannot be ordered ,  t rea tment  
cannot be given and drugs cannot be pre-  

' s c r i b e d  wi thout  t h e  approval of a l i censed  
phys ic ian .  I n  r e c e n t  yea r s  nurses  and 
o t h e r  medical p r o f e s s i o n a l s  have been 
given g r e a t e r  r e s p o n s i b i l i t y  f o r  t h e  c a r e  
of p a t i e n t s ,  bu t  t h e  doc tor  s t i l l  remains 
i n  charge. The work t h a t  o t h e r  pro- 
f e s s i o n a l s  do is done a t  h i s  r eques t .  

The h o s p i t a l  has  t r a d i t i o n a l l y  been t h e  
phys i c i an ' s  workshop. 

The h o s p i t a l  p rovides  t h e  phys ic ian  with 
t h e  equipment and personnel  he needs t o  
provide many types  of ca re .  Although 
t h e  range of  d i agnos t i c  and t rea tment  
procedures which can be done i n  t h e  doc- 
t o r ' s  o f f i c e  has g r e a t l y  increased ,  most 
phys ic ians  s t i l l  make r egu la r  use of 
h o s p i t a l  f a c i l i t i e s .  

Almost a l l  o f  t h e  r eg ion ' s  approximately 
3,400 phys ic ians  a r e  on t h e  s t a f f  of a t  
l e a s t  one h o s p i t a l  and, i n  t he  case  of 
s p e c i a l i s t s ,  s e v e r a l  h o s p i t a l s .  The p r i -  
mary c a r e  phys ic ian  ( i - e . ,  p e d i a t r i c i a n ,  
o b s t e t r i c i a n ,  i n t e r n i s t ,  genera l  p r a c t i -  
t i o n e r ,  family p r a c t i t i o n e r )  w i l l  u sua l ly  
be on t h e  s t a f f  o f  one and sometimes two 
gene ra l  acu te  h o s p i t a l s  and, i n  t h e  case 
of  t h e  p e d i a t r i c i a n ,  poss ib ly  one of  t h e  
l o c a l  c h i l d r e n ' s  h o s p i t a l s .  These physi- 
c i a n s  a r e  extremely important  t o  t h e  hos- 
p i t a l  because they  account f o r  approxi- 

. mately 80% of  admissions. S p e c i a l i s t s ,  
who g e t  most of  t h e i r  cases  through 
r e f e r r a l ,  w i l l  u sua l ly  be on s t a f f  a t  
s e v e r a l  h o s p i t a l s .  Although it v a r i e s  
wi th  t h e  s p e c i a l t y ,  t h e  primary ca re  

1 phys ic ians  a t  any one h o s p i t a l  w i l l  

62% of those  ques t ioned  f e l t  t h e  same I 
1 ! l l ' Increased Support of Euthanasia Noted", way. I Minneapolis S t a r ,  March 24, 1977, p. 16C 



usually not generate enough r e f e r r a l s  t o  
allow the  s p e c i a l i s t  t o  break t i e s  with 
o the r  h o s p i t a l s  . 
Physicians choose the  h o s p i t a l ( s )  a t  
which they p r a c t i c e  based on t h e  loca- 
t i o n  of the  hosp i t a l  and the  kinds of 
equipment it has ava i l ab le .  Most physi- 
c i ans  want t o  work a t  a  h o s p i t a l  which 
i s  r e l a t i v e l y  c lose  t o  t h e i r  o f f i c e .  
This makes the  process of see ing p a t i e n t s  
a t  t h e  h o s p i t a l  more e f f i c i e n t .  To make 
it convenient f o r  physicians t o  use the  
hosp i t a l ,  many l o c a l  i n s t i t u t i o n s  have 
b u i l t  ad jo in ing medical o f f i c e  buildings.  
The h o s p i t a l ' s  f a c i l i t i e s  a r e  of concern 
t o  a l l  physicians,  but  p a r t i c u l a r l y  t o  
the  s p e c i a l i s t s .  An oncologist  ( i - e . ,  
cancer s p e c i a l i s t )  cannot join a hosp i t a l  
s t a f f  unless the  i n s t i t u t i o n  has the  
necessary equipment, and preferably  t h e  
most up-to-date va r i e ty .  

Although it is h i s  workshop, the  physi- ~ 
the  hosp i t a l .  

The physician is  no t  employed by the  hos- 
p i t a l ,  nor does he pay t o  use it. There 
a r e  some exceptions. For example, some 
h o s p i t a l s  h i r e  physicians t o  s t a f f  t h e i r  
emergency rooms. Hospital  pathology and 
radiology se rv ices  a r e  usual ly  contracted 
out  t o  a  group of physicians who agree t o  
l o c a t e  t h e i r  o f f i c e  i n  the  hosp i t a l ;  how- 
ever,  t h e  h o s p i t a l  usually purchases a l l  
equipment and suppl ies .  Residents,  
i n t e r n s ,  o r  any o the r  physicians i n  a  
t r a i n i n g  program may a l s o  be paid by the  
h o s p i t a l  . 
The medical s t a f f  and i ts  function has 
t o  be d is t inguished from the  hosp i t a l  
and i ts  administrat ion.  While the  physi- 
c i a n  has no formal t i e s  t o  the  h o s p i t a l  
i t s e l f ,  he i s  obl iga ted  t o  the  medical 
s t a f f ,  must abide by i t s  r u l e s ,  and must 
accept  the  r e s p o n s i b i l i t i e s  assigned t o  
him by the  s t a f f .  When a physician wants 
t o  p r a c t i c e  a t  a  h o s p i t a l ,  he f i r s t  
app l i e s  t o  the  medical s t a f f  f o r  p r i v i -  
leges.  If the  s t a f f  approves the  appli-  
ca t ion ,  it i s  then passed on t o  the  

adminis t ra t ion  and, i n  some cases ,  t o  the  
h o s p i t a l ' s  board f o r  t h e i r  approval.  

Maintaining the  support of i t s  medical 
s t a f f  is  of c r i t i c a l  importance t o  the  
hosp i t a l .  I f  s t a f f  members a r e  not s a t -  
i s f i e d  with the  h o s p i t a l ' s  f a c i l i t i e s  o r  
the  way i n  which it is  operated,  they may 
take t h e i r  p a t i e n t s  elsewhere and i n  the  
process pu t  the  hosp i t a l  out  of business.  
Consequently, the  h o s p i t a l ' s  administra- 
t i o n  i s  extremely s e n s i t i v e  t o  t h e  
des i res  of i t s  physicians.  A t  l e a s t  one 
member of the  medical s t a f f  w i l l  usual ly 
be on the  board of t r u s t e e s .  A l l  plan- 
ning f o r  changes i n  hosp i t a l  procedure, 
purchase of equipment, addi t ion  of se r -  
v ices  o r  expansion o r  remodeling involve 
the  medical s t a f f  and i n  many cases a r e  
i n s t i g a t e d  by members of  the  s t a f f .  

Hospital u t i l i z a t i o n  by physicians is  
af fec ted  by t h e i r  s t y l e  of medical 
p rac t i ce .  

Within the  metropolitan a rea  the re  a r e  .4 

some s i q n i f i c a n t  d i f f e rences  i n  the  
s t y l e  of p r a c t i c e  and the re fo re  the  use 
of the  hosp i t a l .  The r a t e  of hosp i t a l  
u t i l i z a t i o n  i n  the  eas te rn  por t ion  of the  
metropolitan a rea  i s  t y p i c a l l y  g rea te r  
than t h a t  f o r  t h e  western por t ion ,  
desp i t e  population and l i v i n g  condit ions 
which a r e  roughly s i m i l a r .  Table 6 
shows the  d i f fe rence  i n  hosp i t a l  u t i l i -  
za t ion  f o r  medical/surgical and p e d i a t r i c  
se rv ices  f o r  t h e  two por t ions  of the  
seven-county metropoli tan area .  

Differences i n  s t y l e  of p rac t i ce  i s  
thought to '  be a f fec ted  mostly by t h e  
nature of a  physic ian ' s  medical school 
t r a i n i n g ,  whether o r  not  he p rac t i ces  by 
himself o r  i n  a  group, and the  ava i l -  
a b i l i t y  of hosp i t a l  f a c i l i t i e s  i n  h i s  
community . 
Many l o c a l  physicians were t r a ined  a t  the  
University of  Minnesota Medical School, 
and, while t h i s  might explain d i f ferences  
i n  s t y l e  between the  Twin C i t i e s  and o ther  
metropolitan a reas ,  it does not account 
f o r  in t ra- regional  d i f ferences .  



Table 6 

HISTORIC USE RATES FOR MEDICAL/SURGICAL AND 
PEDIATRIC SERVICES I N  THE METROPOLITAN AREA* 

(SN-PATIENT DAYS PER 1,000 POPULATION) 

SOURCE : Metropoli tan Health Board 

*Adjusted t o  e l imina te  out-of-area h o s p i t a l  p a t i e n t  days. 

Eas t  Metropol i tan Counties 
( ~ a m s e y  , Washington, Dakota) 

1,298 
1,269 
1,305 
1,252 
1,237 
1,116 
1,110 
1,029 

967 
967 
994 

Year 

1966 
1967 
1968 
1969 
1970 
1971 
1972 
1973 
1974 
1975 
1976 

General ly  speaking, most l o c a l  physi-  
c i a n s  now p r a c t i c i n g  were t r a i n q d  i n  
a  s t y l e  of medicine involv ing  r e g u l a r  
use of  t h e  h o s p i t a l .  Much of t h e i r  
t r a i n i n g  took p l ace  i n  t h e  h o s p i t a l  
and t h e i r  only experience i n  t r e a t i n g  
c e r t a i n  types  o f  problems was i n  t h e  
h o s p i t a l .  Although it may now be pos- 
s i b l e  t o  do a  broader  range of diagnos- 
t i c  and t rea tment  procedures  i n  a  non- 
h o s p i t a l  s e t t i n g  o r  on an ou t -pa t i en t  
b a s i s ,  phys ic ians ,  because of  t h e i r  
t r a i n i n g ,  may no t  be quick t o  a l t e r  
t h e i r  s t y l e  of  p r a c t i c e .  

West Metropol i tan Counties 
(Hennepin, Anoka, Carver,  S c o t t )  

1,144 
1,126 
1,165 
1,138 
1,116 
1 I 079 
1,028 

969 
917 
917 
883 

Minnesota and p a r t i c u l a r l y  t h e  western 
p o r t i o n  of t h e  met ropol i tan  a r e a  has 
an unusual ly l a r g e  sha re  of  i t s  physi- 
c i ans  working i n  group p r a c t i c e s  (both 
s ing le - spec i a l ty  and mul t i - spec i a l ty ) .  
Table 7 compares Minnesota wi th  the  
r e s t  o f  t h e  na t ion .  

In  1976, w i th in  t h e  met ropol i tan  a r e a ,  
according t o  t he  Hennepin County and 
Ramsey County Medical Assoc ia t ions ,  
t h e r e  were about  140 groups (both s i n g l e  
and mul t i - spec ia l ty)  made up of  t h r e e  o r  
more phys ic ians .  Over 90 of t h e s e  
groups were i n  the western po r t ion  of  
t he  met ropol i tan  a r e a ;  25 of  t h e  r eg ion ' s  
approximately 27 mul t i - spec ia l ty  groups 
were loca t ed  i n  Hennepin, Anoka, Carver 
o r  S c o t t  coun t i e s ;  22 of  t h e  r eg ion ' s  
approximately 26 groups with s i x  o r  more 
phys ic ians  were loca t ed  i n  t he  western 
count ies .  

The l a r g e r  number of group p r a c t i c e s  (par- 
t i c u l a r l y  mul t i - spec ia l ty  groups) i n  t he  
western p o r t i o n  of t h e  met ropol i tan  a rea  
may be a  major determinant  of  t h a t  a r e a ' s  
lower r a t e  o f  h o s p i t a l  u t i l i z a t i o n .  The 
consu l t a t i on  system wi th in  a  group, a s  
w e l l  a s  i ts  a b i l i t y  t o  purchase i ts  own 



Table 7  

GROUP PRACTICE, 1975, UNITED STATES AND MINNESOTA 

Minnesota 

SOURCE: Al t e rna t ives  f o r  S t a t e  Support of Health Research, Walter McClure 
e t  a l l  I n t e r s tudy ,  1977, Table 11, p. 23. 

United 
S t a t e s  

Percent  of  phys ic ians  i n  any group p r a c t i c e  
Percent  of phys ic ians  i n  s ing le - spec i a l ty  groups 
Percent  of  phys ic ians  i n  family p r a c t i c e  groups 
Percent  of  phys ic ians  i n  mul t i - spec ia l ty  groups 

d i a g n o s t i c  equipment, a l lows each physi- 
c i a n  t o  do more work a t  t he  c l i n i c .  The 
group s e t t i n g  may a l s o  decrease  t h e  i n c i -  
dence o f  unnecessary surgery.  A group of  
genera l  p r a c t i t i o n e r s  can be s e t  up s o  
t h a t  it feeds  one o r  two surgeons. This  
provides  the  surgeon (s) with a  r e l a t i v e l y  
p r e d i c t a b l e  flow of work and thus  may 
reduce the  p o s s i b i l i t y  of unnecessary 
surgery.  

I f  h o s p i t a l  beds a r e  i n  s h o r t  supply, 
phys ic ians  t end  t o  become more s e l e c t i v e  
about t he  p a t i e n t s  they  h o s p i t a l i z e  a s  
wel l  a s  t h e i r  l eng th  of  s t a y .  A physi- 
c i a n  who h o s p i t a l i z e s  unnecessar i ly ,  o r  
who keeps h i s  p a t i e n t s  longer  than  abso- 
l u t e l y  necessary,  may be censured by h i s  
co l leagues .  For example, t h e  Kaiser  
Foundation h o s p i t a l s  i n  southern Ca l i fo r -  
n i a  ope ra t e  a t  occupancy l e v e l s  of around 
95%. Ka i se r ' s  planning d i r e c t o r  fo:: 
southern  C a l i f o r n i a ,  John C. Dumas, 
r epo r t ed  t o  our  committee t h a t ,  a s  a  
r e s u l t  o f  t h i s  cond i t i on ,  Kaiser  doc- 
t o r s  do a s  much work a s  p o s s i b l e  out-  
s i d e  of  t h e  h o s p i t a l ,  and when they  do 
use it they know t h a t  any de lay  on t h e i ~  
p a r t  could have s e r i o u s  consequences f o r  
t he  p a t i e n t s  of  fe l low doctors .  

43.7 
13.4 

5.1 
25.3 

In  t h e  Twin C i t i e s ,  most h o s p i t a l s  have 
been ope ra t ing  wi th  occupancy r a t e s  be- 
tween 60% and 80% s i n c e  a t  l e a s t  1970, 
depending on the  se rv i ce .  For t h e  most 

17.6 
6.2 
1 . 0  

10.4 
r 

p a r t ,  t he se  r a t e s  by themselves a r e  not  
s u f f i c i e n t  i ncen t ive  f o r  doc tors  t o  mini- 
mize t h e i r  i n - p a t i e n t  use of  the  h o s p i t a l .  

A metropolitan-wide program t o  review the  
p h y s i c i a n ' s  dec i s ion  t o  h o s p i t a l i z e ,  and 
the  length  of  h o s p i t a l i z a t i o n ,  i s  j u s t  
g e t t i n g  s t a r t e d .  

Amendments t o  t he  S o c i a l  Secu r i ty  Act i n  
1974 r e q u i r e  t h a t  a l l  Medicare/Medicaid 
h o s p i t a l  p a t i e n t s  be reviewed a t  r egu la r  
i n t e r v a l s  dur ing  t h e i r  h o s p i t a l  s t a y  t o  
make s u r e  t h a t  h o s p i t a l i z a t i o n  is neces- 
s a r y .  The amendments c a l l e d  f o r  t he  
c r e a t i o n  of P ro fe s s iona l  Standards Review 
Organizat ions (PSRO) and gave t h e s e  orga- 
n i z a t i o n s  r e s p o n s i b i l i t y  f o r  superv is ing  
the  review process .  I n  t h e  Twin C i t i e s ,  
u t i l i z a t i o n  review i s  being supervised 
by the  Foundation f o r  Health Care Evalu- 
a t i o n ,  a  p r i v a t e  nonpro f i t  physician-  
based pee r  review organiza t ion .  The 
Foundation was o r i g i n a l l y  formed i n  1971 
by l o c a l  phys ic ians  a s  a  fee-review and 
qual i ty-assurance  organiza t ion .  The 
PSRO a c t i v i t y  is  being conducted i n  
a d d i t i o n  t o  t he  Foundation's o t h e r  work. 

Respons ib i l i ty  f o r  reviewing u t i l i z a t i o n  
has been de lega ted  t o  t he  ind iv idua l  
h o s p i t a l s .  

The Foundation has de lega ted  the a c t u a l  
review work t o  t he  h o s p i t a l s .  Each 



i n s t i t u t i o n  has developed (according t o  
~ o u n d a t i o n  gu ide l ines )  and opera tes  i ts  
own u t i l i z a t i o n  review program. The 
Foundation's r o l e  i n  the  process  i s  t o :  
Determine community s t anda rds  f o r  hospi- 

m t a l  admission and length  of  s t a y  by diag- 
nos i s  and t o  eva lua te  each h o s p i t a l ' s  
program on a r egu la r  b a s i s .  Hospi ta l s  
r e f u s i n g  t o  supply the  Foundation wi th  
d a t a  on t h e i r  Medicare /~edica id  p a t i e n t s  
o r  t o  conduct a s a t i s f a c t o r y  u t i l i z a t i o n  
review program may have t h e  management 
of t h e i r  programs taken over  by t h e  
Foundation, and could l o s e  t h e i r  c e r t i -  
f i c a t i o n  f o r  Medicare/Medicaid reimburse? 
ment. To da te ,  no h o s p i t a l  has been 
penal ized  i n  e i t h e r  way. 

Most Twin C i t i e s  h o s p i t a l s  a r e  volun- 
t a r i l y  reviewing a l l  of  t h e i r  p a t i e n t s  
-/ 
Medicaid. 

In  add i t ion  t o  t h e  review program f o r  
f e d e r a l  p a t i e n t s ,  Twin C i t i e s  h o s p i t a l s  
and medical s t a f f s  have agreed t o  extend 
the  u t i l i z a t i o n  review program t o  a l l  
p a t i e n t s  ( i - e . ,  no t  j u s t  those  whose 
b i l l s  a r e  pa id  by Medicare/Medicaid) and 
t o  r e p o r t  the  r e s u l t s  of t h e  a d d i t i o n a l  
review t o  t h e  Foundation. Only one hos- 
p i t a l ,  North Memorial, has  re fused  t o  
p a r t i c i p a t e  i n  t h i s  voluntary program. 
North Memorial has an  a l l -bed  review 
program; however, it does no t  sha re  the  
r e s u l t s  of  t hese  reviews with the  
Foundation. 

A s  a p a r t  of  t h e  al l -bed review program, 
t h e  h o s p i t a l s  cont rac ted  with the  Founda- 
t i o n  t o  e s t a b l i s h  a da t a  base f o r  non- 
f e d e r a l  p a t i e n t s  and t o  do a n a l y s i s  of  
u t i l i z a t i o n  by t h e s e  p a t i e n t s .  Both the  
d a t a  base and t h e  subsequent ana lys i s  a r e  
important t o  t h e  program because they 
w i l l  be used t o  determine. community-wide 
norms f o r  admission and length  of s t a y  by 
non-federal p a t i e n t s .  Without t h i s  
information,  h o s p i t a l s  would have no oyt- 
s i d e  s tandard a g a i n s t  which t o  measure 
t h e i r  own u t i l i z a t i o n .  

It is no t  c e r t a i n  t h a t  h o s p i t a l s  w i l l  
cont inue t o  provide f i n a n c i a l  support  
f o r  a n a l y s i s  by t h e  Foundation of the  
r e s u l t s  of  t h e i r  a l l -bed  review programs. 

On June 30, 1977, t h e  h o s p i t a l s '  con- 
t r a c t  wi th  the  Foundation f o r  handling 
d a t a  generated by a l l -bed  review expired.  
A s  of September 1, 1977, t h i s  c o n t r a c t  
has no t  been renewed by the  h o s p i t a l s .  
Several  reasons have been given f o r  the  
l apse  of t h e  con t rac t :  

-Hospitals  f e e l  t h a t  t h e  i n s u r e r s  w i l l  
r e a l i z e  t h e  g r e a t e s t  b e n e f i t  from the  
program and the re fo re  want them t o  pay 
t h e  c o s t  of a n a l y s i s  (about 55C p e r  
p a t i e n t )  . 

-Some h o s p i t a l s  f e e l  t h a t  t h e  savings  a r e  
no t  g r e a t  enough t o  j u s t i f y  review of  
a l l  p a t i e n t s  while they a r e  hosp i t a l -  
i z e d  . . . t h a t  i s ,  a concurrent  review 
program. A t  t h e  very most, concurrent  
reviews should be done and d a t a  co l -  
l e c t e d  and analyzed f o r  only s p e c i f i c  
types of  cases :  Those where t h e r e  is  
evidence of inappropr ia te  u t i l i z a t i o n .  
A l l  o t h e r  h o s p i t a l  use could be 
reviewed r e t r o s p e c t i v e l y .  Hospi ta l s  
and the Foundation a r e  c u r r e n t l y  i n  t h e  
process of  t r y i n g  t o  g e t  a research  
g r a n t  t o  s tudy t h e  cost /savings from a 
concurrent al l -bed review program. 

-Some h o s p i t a l s  f e e l  t h a t  it i s  not  
necessary t o  have a c e n t r a l i z e d  d a t a  
base and a n a l y s i s  program i n  order  t o  
continue a l l -bed  review programs. The 
program, they s a y ,  can ne e f f e c t i v e  
us ing  only t h e i r  own da ta .  

-The q u a l i t y  o f  t h e  review programs was 
no t  being proper ly  pol iced .  Some hos- 
p i t a l s  have run t i g h t e r  programs than 
o t h e r s ,  apd a s  a r e s u l t  t h e i r  u t i l i z a -  
t i o n  has been a f f e c t e d  more s i g n i f i -  
can t ly .  These h o s p i t a l s  a r e  concerned 
t h a t  t he  Foundation has not  been 
e f f e c t i v e  i n  in su r ing  uniformity among 
t h e  various programs. 



-The h o s p i t a l s  had a n t i c i p a t e d  an approxi- 
mately 5% inc rease  i n  medical /surgical  
u t i l i z a t i o n  during 1977. U t i l i z a t i o n  t o  
May 1977 suggests  t h a t  i n s t e a d  it w i l l  be 
down by about 5%, going from 8L0,000 f o r  
t h e  f i r s t  f i v e  months of  1976 ko 770,QQO 
f o r  t h e  f i r s t  f i v e  months of  1937. While 
al l -bed review is  not  t h e  t o t a l  cause of 
t he  decrease ,  it is probably a  f a c t o r .  

t h e  appropr ia teness  of  h o s p i t a l  admissions 
and a p a t i e n t ' s  length  of s t a y  i n  t h e  

U t i l i z a t i o n  review begins on admission t o  
t h e  h o s p i t a l .  Af ter  t h e  p a t i e n t  is  ad- 
mi t ted ,  a  technic ian  w i l l  look a t  t h e  
reason f o r  admi t t ing  t o  see  i f  it i s  
appropr ia te .  ~ p p r o p r i a t e n e s s  i s  def ined  
through a s e t  of c r i t e r i a  e s t ab l i shed  by 
t h e  Foundation and based on e s t ab l i shed  
medical p r a c t i c e s  i n  the  metropoli tan 
a rea .  I f  t he  technic ian  f inds  no evidence 
a s  t o  the  appropr ia teness  of  t he  admission, 
then f u r t h e r  information is  sought and the  
case  may be reviewed by t h e  h o s p i t a l ' s  
u t i l i z a t i o n  review committee. This com- 
mi t t ee  is made up of  doctors  from t h e  hos- 
p i t a l ' s  medical s t a f f .  Between 2% and 3% 
of  admissions a r e  r e f e r r e d  t o  t h e  review 
committee. In  t o t a l ,  l e s s  than 1% of 
t o t a l  admissions a r e  a c t u a l l y  r e j e c t e d .  

Once t h e  admission i s  approved, t he  tech- 
n i c i a n  s e t s  a  d a t e  f o r  t h e  next  review. 
That d a t e  i s  s e t  a t  t he  50th p e r c e n t i l e  
of t h e  p a t i e n t ' s  expected s t a y .  The 
expected s t a y  is defined according t o  
c r i t e r i a  e s t ab l i shed  by t h e  l o c a l  medi- 
c a l  community. For example, suppose a  
person was admit ted f o r  append ic i t i s .  
The book of  c r i t e r u a  t h a t  t h e  technic ian  
uses might say  t h a t  99% of t h e  people 
admit ted with t h a t  d iagnos is  a r e  d i s -  
charged a f t e r ,  say ,  s i x  days. The 50th 
p e r c e n t i l e  would be t h r e e  days, and 
the re fo re  t h a t  would be the  next  t ime 
f o r  review. A t  t h e  time of second 
review, t h e r e  must be documentation t h a t  
a c u t e  c a r e  is  s t i l l  needed be fo re  t h e  
p a t i e n t  is  approved t o  t h e  75th percent-  
i l e .  

I f  a t  any review p o i n t  t he  technic ian  
f e e l s  t h a t  a d d i t i o n a l  h o s p i t a l i z a t i o n  i s  
no t  necessary,  then t h e  case  i s  r e f e r r e d  
t o  t h e  h o s p i t a l ' s  u t i l i z a t i o n  review 
cbmmit'tee. I f  t h i s  committee r u l e s  t h a t  
h o s p i t a l i z a t i o n  is  no longer  necessary,  

.Med ica re /~ed ica id  reimbursement f o r  t h e  
p a t i e n t  w i l l  s t o p  a f t e r  72 hours.  The 
procedure f o r  non-federal p a t i e n t s  
v a r i e s  from h o s p i t a l  t o  h o s p i t a l .  Some 
medical s t a f f s  have made compliance with 
the  committee's r u l i n g  a p a r t  o f  t h e i r  
bylaws. A phys ic ian  who d i d  not  comply 
might l o s e  h i s  p r i v i l e g e s .  Medical 
s t a f f s  which do no t  have compliance a s  
a  p a r t  of  t h e i r  bylaws must depend on 
voluntary cooperat ion.  

The add i t ion  of  preadmission screening  
t o  t h e  review program is l i k e l y  t o  cause 
f u r t h e r  reduct ions  i n  h o s p i t a l  u t i l i z a -  
t i o n .  

Changes i n  the  Soc ia l  Secur i ty  Act i n  
1975 requi red  t h a t  PSROs add pre-  
admission screening  t o  t h e i r  u t i l i z a -  
t i o n  review programs. Preadmission 
screening  would r e q u i r e  phys ic ians  t o  
r e p o r t  t o  the  PSRO be fo re  they hospi- 
t a l i z e  a  nonemergency p a t i e n t .  The 
PSRO would then e i t h e r  approve o r  d i s -  
approve o f  the  admission. The pre-  
admission screening  has no t  been imple- 
mented because it is being chal lenged 
i n  t h e  cour t s  by the  American Medical 
Associat ion.  

One l o c a l  h o s p i t a l ,  Bethesda Lutheran, 
has v o l u n t a r i l y  begun i ts  own program 
of preadmission screening.  This hospi- 
t a l  has a  record of t ak ing  e a r l y  i n i t i -  
a t i v e  with a l l  phases of t h e  u t i l i z a t i o n  
review program. It was t h e  f i r s t  hospi- 
t a l  i n  the  met ropol i tan  a rea  t o  review 
p a t i e n t s  by length  of s t a y  and t o  begin 
e s t a b l i s h i n g  a  qual i ty-assurance program 
As a r e s u l t  of  i t s  i n i t i a t i v e ,  t h e  hos- 
p i t a l ' s  u t i l i z a t i o n  r a t e  has dropped 
from about 128,000 p a t i e n t  days i n  1975 
t o  about 125,000 p a t i e n t  days i n  1976. 
The h o s p i t a l ' s  o v e r a l l  occupancy r a t e  
has decreased from about 74% (1975) t o  
63% (1976). 



The review process  does n o t  cons ider  t h e  
appropr ia teness  of  the  t rea tment  a 
p a t i e n t  i s  rece iv ing .  

T$e u t i l i z a t i o n  review process  i s  focusec 
on t h e  reasons f o r  admission and on t h e  
p a t i e n t ' s  l eng th  of  s t a y .  There i s  no 
concurrent  review o r  a n a l y s i s  of  t h e  
d i agnos t i c  procedures' and t rea tments  
which a p a t i e n t  may be given.  A s  a 
r e s u l t ,  no l i m i t s  a r e  p laced  on what may 
be done f o r  e i t h e r  terminal  o r  chronic  
.cases d e s p i t e  t h e  f a c t  t h a t  t rea tment  
w i l l  no t  r e s u l t  i n  any c u r e  nor neces- 
s a r i l y  r e l i e v e  t h e  symptoms. 

Like t h e  p a t i e n t ,  most i n c e n t i v e s  on 
t h e  doc to r  have encouraged g r e a t e r  
u t i l i z a t i o n  of the  h o s p i t a l .  The PSRO 
program i s  t h e  only  major except ion.  

The th i rd -pa r ty  payment system f r e e s  t h e  
doc to r  t o  o f f k r  h i s  p a t i e n t s  t h e  best 
possible care. I n  working wi th  a hospi- 
t a l i z e d  p a t i e n t ,  t h e  phys ic ian  knows 
t h a t  a l l  expenses a r e  l i k e l y  t o  be 
covered by insurance.  This  s i t u a t i o n ,  
coupled wi th  a medical educat ion 
grounded i n  use of t h e  h o s p i t a l ,  has  
e l imina ted  most r e s t r a i n t s  on t h e  phy- 
s i c i a n ' s  use of  t h e  h o s p i t a l .  

Other f a c t o r s  have a l s o  con t r ibu ted  t o  
t h e  p h y s i c i a n ' s  use of t h e  h o s p i t a l .  
Most r e c e n t l y ,  t h e  inc rease  i n  t h e  
number of medical malprac t ice  s u i t s  has 
been a f a c t o r .  Doctors r e p o r t  t h a t  they 
a r e  now p r a c t i c i n g  'defens ive  medicine ' .  
This  may mean h o s p i t a l i z i n g  more o f t e n ,  
being more agreeable  t o  r eques t s  by 
p a t i e n t s  o r  family,  and doing a d d i t i o n a l  
t e s t s .  

Current  i n c e n t i v e s  a l s o  work a g a i n s t  
r e s t r a i n t s  by phys ic ians  i n  t h e i r  
r eques t s  f o r  new h o s p i t a l  equipment. 
S p e c i a l i s t s  p r a c t i c i n g  a t  s e v e r a l  hos- 
p i t a l s  expect  each t o  have the  most 
s o p h i s t i c a t e d  equipment. The h o s p i t a l  
has  always been ab le  t o  cover  t he  c o s t  
o f  t h e s e  r eques t s  by inc reas ing  t ts  
r a t e s .  Consequently, h o s p i t a l  adminis- 
t r a t o r s  have been r e l u c t a n t  t o  oppose 
r eques t s  by phys ic ians .  

HOSPITALS AND 
HOSPITAL 
CORPORATIONS 
There a r e  35 communitv h o s ~ i t a l s  i n  t h e  
seven-county met ropol i tan  a rea  opera ted  
by 29 independent nonpro f i t  corpora t ions .  

A s  o f  December 1976 t h e  r e g i o n ' s  35 hos- 
p i t a l s  had about  11,500 beds-in-service. 
Another 1,200 beds a r e  l i censed  b u t  no t  
i n  s e rv i ce .  Approximately 89% of t h e  
beds-in-service a r e  being used f o r  acu te  
s e r v i c e s  ( i . e . ,  medica l / surg ica l ,  pedi-  
a t r i c s ,  o b s t e t r i c s ,  p s y c h i a t r i c  and 
alcohol/chemical dependency). The 
remaining 11% of  the  beds a r e  being used 
f o r  r e h a b i l i t a t i o n  programs, extended 
c a r e ,  and new-born nursery.  

In  a d d i t i o n  t o  i t s  short- term community 
h o s p i t a l s ,  t h e  reg ion  i s  a l s o  served by 
t h r e e  S t a t e  Hospi ta l s  and a Veterans 
Hospi ta l .  The Hast ings S t a t e  Hospi ta l  
w i l l  be  c losed  wi th in  t h e  next  year .  
The G i l l e t t e  S t a t e  Hospi ta l  s p e c i a l i z e s  
i n  p e d i a t r i c s ,  and t h e  Anoka S t a t e  Hos- 
p i t a l  ca re s  p r imar i ly  f o r  p s y c h i a t r i c  
p a t i e n t s .  

Since 1950, t h e  number of h o s p i t a l s  i n  
t h e  reg ion  has been decreasing.  The 
decrease  has been t h e  r e s u l t  of hospi- 
t a l  mergers and, t o  a l e s s e r  e x t e n t ,  t o  
c lo s ings  (i. e .  , going o u t  of bus iness)  . 
I n  1969, S t .  Barnabas and Swedish Hospi- 
t a l s  merged t o  form Metropol i tan Medical 
Center (MMC) . Abbott and Northwestern 
Hospi ta l s  merged i n  1972 t o  c r e a t e  
Abbott-Northwestern Hospi ta l .  Mi l l e r  
and S t .  Luke's Hospi ta l s  joined i n  1972 
t o  form United Hospi ta l s .  M t .  S i n a i  
and E i t e l  Hospi ta l s  once d iscussed  t h e  
p o s s i b i l i t y  of  a merger, b u t  it never 
ma te r i a l i zed .  More r e c e n t l y ,  some 
informal d i scuss ions  have occurred 
between M t .  S i n a i  and Abbott-Northwest- 
e r n  Hospi ta l s .  Other mergers a r e  cur-  
r e n t l y  be ing  d iscussed .  For example, 
t h e r e  have been some d i scuss ions  
between Bethesda and S t .  John's Hospi ta l s .  



No major h o s p i t a l s  have simply c lo sed  o r  
gone o u t  o f  bus iness .  This ,  however, has  
been t h e  f a t e  o f  some sma l l e r  and u s u a l l y  
s ingle-purpose i n s t i t u t i o n s .  S h e l t e r i n g  
Arms Hospi ta l  was designed p r i m a r i l y  a s  a 
r e h a b i l i t a t i o n  c e n t e r  f o r  c h i l d r e n  wi th  
po l io .  When the p o l i o  epidemics stopped 
i n  t h e  e a r l y  1950s, t h e  h o s p i t a l  c lo sed .  
Materni ty  Hosp i t a l  c a r ed  f o r  unwed 
mothers, and when o t h e r  h o s p i t a l s  began 
accep t ing  t h e s e  women i n  t h e i r  matern i ty  
wards, Materni ty  ~ o s p i t a l  c losed .  Park- 
view and Vocat ional  Hospi ta l s  bo th  ca red  
f o r  p a t i e n t s  wi th  chronic  a i lmen t s .  Both 
were n o t  w e l l  maintained,  and l o s t  
p a t i e n t s  t o  newer f a c i l i t i e s .  S t .  
Andrew's Hospi ta l ,  one of  t h e  on ly  gen- 
e r a l  h o s p i t a l s  t o  c l o s e ,  was purchased 
by S t .  Barnabas Hospi ta l  i n  t h e  e a r l y  
1950s, opera ted  a s  a s a t e l l i t e  f o r  a 
few y e a r s ,  and then  c l ~ s e d .  

A s  a r e s u l t  o f  t h e  mergers and c l o s i n g s ,  
t h e  r e g i o n ' s  remaining h o s p i t a l s  a r e  
r e l a t i v e l y  l a r g e :  15 have more than  
400 beds;  16 have between 100 and 400 
beds; and 4 have fewer than  100 beds.  
The average s i z e  i s  about  300 beds.  

Corporate  c o n t r o l  of t h e  r e g i o n ' s  hos- 
p i t a l s  is concent ra ted  i n  29 corpora-  
t i o n s .  Fairview Community Hosp i t a l s ,  
I nc . ,  owns t h r e e  l o c a l  h o s p i t a l s :  
Fairview,  Lutheran Deaconess, and 
Fairview Southdale.  Heal th  Cen t r a l ,  
Inc . ,  a l s o  owns t h r e e  l o c a l  h o s p i t a l s :  
Golden Val ley,  Unity,  and Mercy. ' 
The B a p t i s t  Hospi ta l  Fund, Inc . ,  owns 
both Midway and Mounds Park Hosp i t a l s .  
The S i s t e r s  o f  S t .  Joseph of  Carondelet  
own both S t .  Joseph ' s  and S t .  Mary's 
Hosp i t a l s ;  however, they  a r e  run  
through s e p a r a t e  co rpo ra t i ons .  

The Fairview and Heal th  Cen t r a l  cor-  
p o r a t i o n s  own h o s p i t a l s  o u t s i d e  t h e  
met ropol i tan  a r ea .  Fairview owns a 
h o s p i t a l  i n  Pr ince ton ,  Minnesota. 
Health Cen t r a l  owns h o s p i t a l s  i n  
Buffa lo  and Winsted, Minnesota, and i n  

Aberdeen, .South Dakota. 

conso l ida t ion  o f  t h e  Twin C i t i e s  h o s p i t a l  
system a l s o  has  occur red  through shared  
f a c i l i t i e s  and s e r v i c e s .  

While t h e  s h a r i n g  arrangements have not  
y e t  r e s u l t e d  i n  h o s p i t a l  mergers o r  c lo -  
s u r e s ,  they  have reduced t h e  r eg ion ' s  
s t ock  of  c e r t a i n  a n c i l l a r y  s e r v i c e s .  
Hennepin County Medical Center  and Metro- 
p o l i t a n  Medical Center  s h a r e ,  among o t h e r  
t h i n g s ,  food s e r v i c e ,  l aundry ,  p e d i a t r i c  
and o b s t e t r i c  f a c i l i t i e s .  S t .  Mary's and 
Fairview a r e  p a r t n e r s  i n  t h e  West Bank 
Radiat ion Center ,  which provides  r a d i a t i o n  
therapy  f o r  cancer  p a t i e n t s .  C h i l d r e n ' s  
Hosp i t a l  o f  S t .  Paul  i s  co- loca t ing  wi th  
United Hospi ta l s  and w i l l  be s h a r i n g  many 
a n c i l l a r y  s e r v i c e s  wi th  United. M t .  
S i n a i ' s  new C.A.T.  Scanner w i l l  be  shared  
with E i t e l  Hospi ta l .  

Of t h e  r e g i o n ' s  h o s p i t a l  beds,  71% a r e  
l o c a t e d  i n  e i t h e r  Minneapolis o r  S t .  
Paul ,  17% i n  suburbqn Hennepin County, 
and t h e  remaining 12% i n  Carver ,  Anoka, 
S c o t t  and Washington Counties .  (See 
map on page 39.) 

Growth i n  t h e  r e g i o n ' s  suburban popula- 
t i o n  has  n o t  y e t  been followed by t h e  
r e l o c a t i o n  of  urban h o s p i t a l  f a c i l i t i e s .  
Methodist Hosp i t a l  i n  S t .  Louis Park ,  
formerly Asbury Methodist  i n  Minneapo- 
l i s ,  i s  t h e  on ly  major r e l o c a t i o n  t o  
da t e .  Other moves a r e  being considered.  
The Fairview co rpo ra t i on  i s  cons ider ing  
bu i ld ing  a h o s p i t a l  i n  Burnsv i l l e  and 
c l o s i n g  Lutheran Deaconess i n  Minneapo- 
l i s .  S t .  John ' s  and Bethesda Hosp i t a l s  
a r e  both i n t e r e s t e d  i n  r e l o c a t i n g  t o  t h e  
White Bear Lake a r e a .  

l ~ e a l t h  C e n t r a l ,  I nc  . , is  purchasing 
both Unity and Mercy Hosp i t a l s  through 
lease-purchase agreements wi th  t h e  
nonpro f i t  co rpo ra t i on  which f inanced 
t h e i r  o r i g i n a l  c o n s t r u c t i o n .  



SOURCE: M e t r o p o l i t a n  C o u n c i l ,  September 1 9 7 4  



Burnsville, White Bear Lake and western 
Hennepin County are generally agreed upon 
as possible locations for  new hospital 
f a c i l i t i e s .  The Burnsville and White 
Bear s i t e s  appear t o  be spoken for.  
Abbott-Northwestern Hospital was inter- 
ested i n  the western Hennepin County 
location, but is now rebuilding a t  its 
Minneapolis s i t e  and is  thought t o  be no 
longer actively considering the suburban 
location. 

SCOPE OF HOSPITAL 
SERVICES 
Most hospitals in  the Twin Cit ies  are 
s e t  up and equipped t o  diagnose and 
t r e a t  the relat ively common ailments. 
Extremely complex o r  unusual cases must 
be treated a t  h o s ~ i t a l s  havina the 
appropriate specialized equipment. 

Local hospitals have typically developed 
highly specialized capabil i t ies  i n  a t  
l eas t  one department or  service. M t .  
Sinai has a highly sophisticated optha- 
mology department, while the hospital 's  
other departments are not as elaborately 
equipped. Fairview specializes i n  the 
treatment of scoliosis.  St.  John's and 
St. Mary's are treatment centers for 
alcoholism and chemical dependency. 
Hennepin County has special f a c i l i t i e s  
for t reat ing gangrene. S t .  Paul-Rarnsey 
has the region's major burn unit .  In 
some hospitals,  specialization is  more 
widespread. Abbott-Northwestern, Uni- 
versity,  United and the Children's Hos- 
p i t a l s  i n  both Minneapolis and St. Paul 
a l l  serve as major referral  centers for 
Twin Cities and Upper Midwest general 
hospitals. 

New technology has broadened the scope 
of the hospi tal ' s  diagnostic and t rea t -  
ment capabili t ies.  

The growth in  diagnostic capabili t ies i s  
apparent by looking a t  the changes i n  
hospital record-keeping. In 1971, d i a g ~  
nostic t e s t s  were reported t o  the Pro- 
fessional Activities Service using 45 

major categories. In 1976, two new 
major categories had been added. 

Some local hospitals are currently i n  
the process of updating the i r  labora- 
tory f a c i l i t i e s .  Included ip tQe plans 
are machines capable of performing as 
many as 20 different  blooq chemistries 
automatically. Ten years ago, most of 
those blood t e s t s  were unhearq of and 
there was no need for the machine. 

Treatment capabil i t ies  have also grown 
dramatically. Cancer can now be 
treated through radiation and chemical 
therapy i n  addition t o  Surgery. Radi- 
ation therapy has, in  a relat ively 
short period of time, advanced from 
cobalt therapy t o  l inear  accelerators. 
A decade ago, most treatments for  
repair of a deteriorated organ or joint 
were experimental. Today, hip and knee 
joints are being replaced regularly. 
Vocal cords can be strengthened to  
restore the voice of an aging person. 
A person whose kidneys have fai led can 
be kept al ive through dialysis ,  and in  
some cases transplants can restore the 
person t o  a relat ively normal l i f e .  
Sight can be restored t o  a person with 
cataracts by removing the eye's lens. 

Il lnesses not previously treated a t  
community hospitals are now being 1 treated there. 

To t r ea t  these i l lnesses,  hospitals have 
diverted resources from services where 
use is decreasing. For example, both S t .  
Mary's and St.  Job . ' s  bu i l t  extended- 
care f a c i l i t i e s  i n  the l a t e  1960s. When 
these hospitals and others found they 
could not always get reimbursed for 
care given i n  these f a c i l i t i e s ,  t he i r  
ut i l izat ion dropped. And, when demand 
for alcohol/chemical dependency beds 
increased, extended-care beds wqre con- 
verted to th i s  use. 

Current social conditions have increased 
the range of treatment available a t  Twin 
Cities general hospitals. Most notably, 



Table 8 

TWIN CITIES HOSPITAL-BASED CHEMICAL DEPENDENCY SERVICES 

s e v e r a l  h o s p i t a l s  now have extens ive  prp- 
grams (both in -pa t i en t  and ou t -pa t i en t )  
f o r  t h e  t reatment  of alcoholism/chemical 
dependency and mental i l l n e s s .  Since the  
1960s, drug abuse has become a major 
problem. Alcoholism has been recognized 
a s  an i l l n e s s  and is  now t r e a t e d  openly 
r a t h e r  than a s  "u lcers"  o r  "acute i n d i -  
ges t ion" .  And, people f e e l  more comfort- 
ab le  about  seeking he lp  wi th  t h e i r  emo- 
t i o n a l  problems. Employers and more 
r e c e n t l y  t h e  S t a t e  of  Minnesota have 
begun t o  encourage people wi th  alcohol/  
chemical dependency and mental problems 
t o  seek he lp  i n  a h o s p i t a l  s e t t i n g .  Em- 
p loyers  began by expanding h e a l t h  in su r -  
ance programs t o  cover t rea tment  of  t hese  
i l l n e s s e s .  I n  1973 t h e  Leg i s l a tu re  
passed a law requ i r ing  t h a t  h e a l t h  bene- 
f i t  packages inc lude  alcohol/chemical 

b e n e f i t  packages inc lude  alcohol/  
chemical dependency coverage. 

In response t o  t h e  new demand f o r  alco-  
hol/chemical dependency t rea tment ,  the  
number of h o s p i t a l s  wi th  l i censed  alco-  
hol/chemical dependency beds has in-  
creased from t h r e e  t o  e i g h t  s i n c e  1972. 
The number of  l i censed  beds has grown 
from 98 t o  358 ( see  Table 8)  . And, 
according t o  t h e  ~ e t r o p o l i t a n  Health 
Board, t h r e e  a d d i t i o n a l  h o s p i t a l s  have 
programs bu t  they a r e  not  l i censed  sep- 
a r a t e l y  ( see  note  i n  Table 8 ) .  Expan- 
s i o n  of  i n - p a t i e n t  alcohol/chemical 
dependency s e r v i c e  may now be slowing. 
There a r e  s i g n s ,  f o r  example, t h a t  t h e  
S t a t e  o f  Minnesota w i l l  i n  t h e  f u t u r e  
encourage g r e a t e r  use of nonres iden t i a l  
programs f o r  t reatment  o f  alcohol/  
chemical dependency. 

SOURCE: Metropolitan Health Board and Minnesota Department of Health. 

1972 and 1976 

*Alcohol/chemical dependency beds were no t  l i censed  p r i o r  t o  1972. Licensed 
beds do no t  r e f l e c t  t h e  t o t a l  a c t i v i t y  i n  t h i s  a rea .  Hospi ta l s  can t r e a t  a lcohol/  
chemical dependency i n  genera l  h o s p i t a l  beds; f o r  example, Health Board d a t a  show 
t h e r e  were about 400 (358 l icensed)  beds be ing  used f o r  t h i s  t rea tment  i n  1976. 

**Hennepin County Medical Center ,  Abbott-Northwestern, S t .  Mary's. 

-- 

1976 

8*** 

358 

134,000 

103% 
(91%; l i censed  
and unl icensed)  

22.5 days 

Number of h o s p i t a l s  with l i censed  alcohol/  
chemical dependency beds 

Number of l i censed  beds 

P a t i e n t  days 

Occupancy 

Length o f  s t a y  

***Hemepin County, Abbott-Northwestern, S t .  Mary's, S t .  John ' s ,  Golden Valley 
Medical Center ,  Metropolitan Medical Center,  Mounds Park, S t .  Joseph ' s .  

1972* 

3** 

9 8 

56,000 

- - 

- - 



iiwi*$ p i y c h i a t r i c  f  a c i l i t i e ~  
occurred bet-n 8970 and 1972. Psychi- 
a t r i c  beds a lone  accounted f o r  a lmost  
h a l f  o f  t h e  r e g i o n ' s  growth i n  l i censed  
ac'ute h o s p i t a l  beds between 1970 and 
1976. The number o f  h o s p i t a l s  wi th  
p s y c h i a t r i c  u n i t s  grew from 8 t o  13  
between 1970 and 1972. The r e g i o n ' s  
l i censed  bed capac i ty  f o r  t h i s  s e r v i c e  
increased  from 355 beds t o  839 (136%) . 
Since alcohoi/chemical dependency beds 
d i d  n o t  have a s e p a r a t e  l i c e n s e  u n t i l  
1972, some o f  t h i s  expansion might have 
been used f o r  t r e a t i n g  t h e  chemically 
dependent* Table 8 shows t h e  inc rease  
i n  u t i l i z a t i o n  f o r  both p s y c h i a t r i c  and 
alcohol/chemical dependency t rea tment .  
A s  can be seen,  t h e s e  a r e  t h e  only acu te  
s e r v i c e s  where t h e  t r end  is  toward 
increased  u t i l i z a t i o n .  

The combination of new medical technology 
and s o c i a l  change has changed t h e  p u b l i c  
image of t h e  h o s p i t a l .  The h o s p i t a l  is  
no longer  thought of a s  a  p l a c e  where 
people go t o  d i e .  In s t ead ,  it i s  a p l a c e  
of hope. Hospi ta l s  have become p l a c e s  t o  
go f o r  ' r e p a i r s '  (both phys i ca l  and men- 
t a l )  t h a t  u sua l ly  lengthen l i f e .  And, 
more r e c e n t l y ,  t h e  h o s p i t a l  has begun t o  
emerge a s  a ' h e a l t h  maintenance and pre-  
vent ion '  p l ace .  That i s ,  i n  a d d i t i o n  t o  
t h e i r  r e p a i r  func t ion ,  they  a r e  a l s o  be- 
coming more a c t i v e  i n  programs t o  main- 
t a i n  hea l th .  A l l  of t h e s e  programs bene- 
f i t  t h e  community. They a l s o  he lp  t o  
b u i l d  t h e  h o s p i t a l ' s  c u r r e n t  bus iness  
and, t o  a c e r t a i n  e x t e n t ,  i n s u r e  a  long- 
term r o l e  f o r  it i n  the  community. 

Severa l  l o c a l  h o s p i t a l s  fund and, i n  some 
cases ,  ope ra t e  h e a l t h  screening  and p r i -  
mary c a r e  (e. g. ,  checkups, p r e n a t a l  c a r e )  
programs. Support f o r  primary c a r e  
d i r e c t l y  b e n e f i t s  t h e  neighborhood r e s i -  
den t s  while  a l s o  bu i ld ing  the  popula t ion  
base from which t h e  h o s p i t a l  might draw 
p a t i e n t s .  The programs a r e  u sua l ly  
designed t o  s e rve  a  s p e c i f i c  segment of  
t h e  popula t ion  (e .g . ,  t eenagers ,  t he  
e l d e r l y )  o r  a  s p e c i f i c  geographic a r e a  
( e - g . ,  no r th  Minneapolis, t h e  west s i d e  
of S t .  P a u l ) .  

Health screening  and primary ca re  pro- 
grams a r e  opera ted  through a  v a r i e t y  of 
means. For example: Abbott-Northwestern 
he lps  t o  support  a  c l i n i c  f o r  s e n i o r  c i t i -  
zens a t  t h e  ~ i n n e a p o l i s  Age and Opportu- 
n i t y  Center ,  and it a l s o  provides  t h e  
Southside Community C l i n i c  with supp l i e s  
and l abo ra to ry  s e r v i c e s ;  Metropolitan 
Medical Center has  two nurse p r a c t i t i o n -  
e r s  who v i s i t  s e n i o r  c i t i z e n  h igh - r i s e  
bu i ld ings ;  Ch i ld ren ' s  Health Center  i n  
Minneapolis ope ra t e s  a  teenage h e a l t h  
c l i n i c  a s  a  p a r t  of i t s  ou t -pa t i en t  s e r -  
v i c e s ;  S t .  Joseph's a l lows s e n i o r s  from 
t h e  neighborhood t o  use  i ts  c a f e t e r i a  
and thus  has an  informal  n u t r i t i o n  pro- 
gram; S t .  John ' s  Hospi ta l  p rovides  sup- 
p o r t  s e r v i c e s  f o r  t h e  Helping Hand 
Health and Counseling Service,  and some 
of t h e  h o s p i t a l ' s  family p r a c t i c e  r e s i -  
den t s  have volunteered on t h e i r  own t o  
s e e  p a t i e n t s  a t  t h e  c l i n i c .  

A s  a  p a r t  of t h e i r  h e a l t h  maintenance 
work, some h o s p i t a l s  have begun h e a l t h  
educa t ion  programs. Some of t h e  courses  
a r e  o f f e r e d  on a  fee-for-service b a s i s ;  
o t h e r s  a r e  f r e e .  Many o r i g i n a t e d  a s  
s e r v i c e s  t o  i n - p a t i e n t s ,  b u t  a r e  now 
a v a i l a b l e  t o  t h e  genera l  pub l i c .  North 
Memorial Medical Center pub l i shes  a  
d i r e c t o r y  of i t s  h e a l t h  educat ion pro- 
grams . . . s u b j e c t s  range from marriage 
educat ion t o  stop-smoking and card io-  
pulmonary r e s u s c i t a t i o n  courses .  North 
Memorial a l s o  provides  h e a l t h  educat ion 
courses  t o  l o c a l  school  d i s t r i c t s  on a  
c o n t r a c t u a l  b a s i s .  Severa l  h o s p i t a l s  
o f f e r  programs f o r  expec tan t  p a r e n t s ,  on 
weight l o s s ,  on in t e r -pe r sona l  r e l a t i o n s ,  
and on c o n t r o l l i n g  chronic  condi t ions  
( e - g . ,  d i a b e t i c  educa t ion ) .  

In  a d d i t i o n  t o  s e rv ina  ~ a t i e n t s .  doc to r s  
and t h e  genera l  p u b l i c ,  h o s p i t a l s  a r e  
a l s o  provid ing  suppor t  s e rv i ces  t o  o t h e r  
h o s ~ i t a l s  and h e a l t h  ca re  i n s t i t u t i o n s .  

Several  o f  t h e  r e g i o n ' s  l a r g e r  h o s p i t a l  
corpora t ions  provide sma l l e r  h o s p i t a l s  
and community c l i n i c s  wi th  management 
s e r v i c e s  on a  c o n t r a c t u a l  b a s i s .  The 
management s e r v i c e s  be ing  s o l d  inc lude :  



Data process ing , '  j o i n t  purchasing,  col- 
l e c t i o n s ,  p a y r o l l ,  l abora to ry  s e r v i c e s ,  
insurance,  and genera l  adminis t ra t ion .  
and planning. Through i t s  subs id i a ry ,  * 

Minneapo1i.s Medical Center., Inc . ,  Abbott- 
Northwestern provides d a t a  proces:sing, 
purchasing and p a y r o l l  s e r v i c e s  t o  
approximately 40 h o s p i t a l s  i n  Minnesota 
and Wisconsin. United Hospi ta l s  has a  
s i m i l a r  program. Health Cent ra l  s e l l s  
management s e r v i c e s  t o  about 80 hospi- 
t a l s .  In  add i t ion  t o  s e l l i n g  s e r v i c e s  
t o  s e v e r a l  h o s p i t a l s  p r imar i ly  t o  t h e  
south of t h e  Twin C i t i e s ,  t h e  Fairview 
corpora t ion  manages nine o u t s t a t e  hospi- 
t a l s  and one i n  Wisconsin. Fairview 
a l s o  provides management s e r v i c e s  t o  t h e  
Ebenezer Society,  a  Minneapolis-based 
organiza t ion  providing c a r e  f o r  t h e  aged. 

HOSPITALS, 
POPULATIONS SERVED 
Hospi ta l  s e r v i c e  a r e a s  can be defined i n  
both geographic and non-geographic terms. 

Most i n s t i t u t i o n s  t r a c e  t h e i r  r o o t s  t o  a  
p a r t i c u l a r  r e l i g i o u s  o r  e t h n i c  group. 
This  i d e n t i t y  i s ,  i n  many cases ,  s t i l l  
s t r o n g  today. For example, Abbott Hospi- 
t a l  was founded and opera ted  by Westmin- 
s t e r  Presbyter ian  Church. The S i s t e r s  
of S t .  Joseph of Carondelet own and 
opera te  both S t .  Mary's and S t .  Joseph ' s  
Hospi ta l s .  M t .  S i n a i  Hospi ta l  was b u i l t  
through funds r a i s e d  p r imar i ly  i n  t h e  
Jewish community. Although ownership i n  
many cases  has r eve r t ed  t o  a  l ay  board 
of  d i r e c t o r s ,  r e l i g i o u s  i d e n t i t y  remains. 
Each h o s p i t a l  c a l l s  on these  suppor ters  
f o r  f i n a n c i a l  con t r ibu t ions  a s  well  a s  - f o r  volunteer  a c t i v i t y .  People o f t e n  
con t r ibu te ,  not  because they have been a  
p a t i e n t  a t  t he  h o s p i t a l ,  b u t  because they 
f e e l  it i s  important  f o r  t h e  Twin C i t i e s  
t o  have a  Jewish, Cathol ic  o r  Lutheran 
h o s p i t a l  . 
Strong i n s t i t u t i o n a l  i d e n t i t y  a l s o  comes 
from t h e  members of  t h e  h o s p i t a l ' s  board 
of d i r e c t o r s .  One board member who has 
a l s o  served  on t h e  boards of o t h e r  types 
of nonprof i t  i n s t i t u t i o n s  r epor t ed  t h a t  

he had ". . . never seen members a s  dedi- 
ca t ed  a s  those  who serve  on h o s p i t a l  
boards." Much of t h i s  dedica t ion  may 

.have i t s  r o o t s  i n  the  members' work a s  
fund r q i s e r s  f o r  t h e  h o s p i t a l s .  Although 
t h i s  funct ion  may now be o f ' l e s s  impor- 
tance ,  t h e  board members' support  f o r  
t h e i r  h o s p i t a l  does not  seem t o  have 
waned. 

Although it does vary ,  phys ic ians  a r e  
a l s o  a  source of support  f o r  t h e  hospi- 
t a l .  Af ter  a  few years  of p r a c t i c e  a t  
a  p a r t i c u l a r  h o s p i t a l  they may develop 
a  s t rong  sense of  i d e n t i t y .  This i s  
e s p e c i a l l y  t r u e  of  general  p r a c t i t i o n e r s  
who tend t o  be on t h e  s t a f f  of only one 
o r  two h o s p i t a l s .  By providing t h e i r  
phys ic ians  with o f f i c e  space ad jacen t  
t o  the  h o s p i t a l  o r  poss ib ly  even con- 
nected through a skyway o r  tunne l ,  t he  
h o s p i t a l  can encourage l o y a l t y  by making 
it convenient f o r  t h e  phys ic ian  t o  use 
t h e  h o s p i t a l .  

Doctor h o s p i t a l  l o y a l t y  has a l s o  been 
b u i l t  by h o s p i t a l s  he lp ing  doctors  
f inance  t h e  s t a r t - u p  o r  expansion of 
t h e i r  p r a c t i c e .  Hospi ta l s  have done 
t h i s  by bu i ld ing  medical bui ld ings  a t  
d i s t a n t  l oca t ions  and then r e n t i n g  t h e  
space t o  phys ic ians  on t h e i r  s t a f f .  

Closer  r e l a t i o n s h i p s  a r e  developing be- 
tween h o s p i t a l s  and the  community i n  
which they a r e  loca ted .  Unt i l  t h e  1960s, 
m o s t  l o c a l  h o s p i t a l s  d i d  not  have any 
s p e c i a l  commitment t o  se rv ing  t h e  com- 
munity i n  which they were loca ted .  
Today, s eve ra l  i n s t i t u t i o n s  suppor t  
family p r a c t i c e  c l i n i c s ,  loca ted  a t  t he  
h o s p i t a l  o r  i n  a  nearby bui ld ing .  The 
c l i n i c s  a r e  s t a f f e d  by phys ic ians  who 
c o n t r a c t  wi th  the  h o s p i t a l  t o  use i t s  
f a c i l i t i e s .  North Memorial Medical 
Center ,  Metropolitan Medical Center ,  
Chi ldren ' s  Hospi ta l  (Minneapolis),  and 
S t .  John's  Hospital  a r e  among t h e  hos- 
p i t a l s  which sponsor family p r a c t i c e  
c l i n i c s  i n  t h e i r  own neighborhoods. 
Bethesda Hospital  has received a  g ran t  
from t h e  Robert Wood Johnson Foundation 
t o  develop a  family p r a c t i c e  c l i n i c  away 



from the  hosp i t a l .  

Other c l i n i c s  a r e  owned and operated by 
community groups with hosp i t a l s  supplying 
labora tory  se rv ices  and medical suppl ies .  
For example: Metropolitan Medical Center 
suppl ies  both the  Fremont and Beltrami 
Cl in ics  i n  nor th  Minneapolis. University 
Hospital  provides both suppl ies  and j o i n t  
purchasing f o r ,  among o t h e r s ,  Fremont 
C l i n i c  and Cedar-Riverside Cl in ic .  United 
Hospitals ,  with a g ran t  from the  Northwest 
Area Foundation, i s  providing physician 
se rv ices  f o r  t h e  Helping Hand Cl in ic  i n  
S t .  Paul. United and Helping Hand a r e  
a l s o  i n  the process of  negot ia t ing  a s l i d -  
ing fee  s c a l e  f o r  c l i n i c  members who a r e  
hospi ta l ized  a t  United. S t .  Paul-Ramsey 
Hospital  provides in-kind se rv ice  f o r  the  
Martin Luther King Cl in ic ,  the  Westside 
Cl in ic  and the  Family Tree. 

Some hosp i t a l s  a r e  a c t i v e l y  engaged i n  
e f f o r t s  t o  expand t h e i r  se rv ice  a reas  t o  
include p a r t s  of  the  metropolitan a rea  
some d i s t ance  away. 

While a h o s p i t a l ' s  e f f o r t s  t o  expand i t s  
se rv ice  a r e a  usual ly  provide a community 
with a needed se rv ice ,  they a l s o  help t o  
e s t a b l i s h  the  h o s p i t a l  a s  the  community's 
source of in-pat ient  ca re ,  even though 
the  h o s p i t a l  i t s e l f  may be some dis tance  
away. Many l o c a l  h o s p i t a l s  have focused 
t h e i r  outreach work on newly developing 
p a r t s  of t h e  metropoli tan area.  The 
Fairview corpora t ion ' s  combination medi- 
c a l  bui ld ing and emergency cen te r  a t  the  
Ridges i n  Burnsvil le  i s  one example. A 
medical bui ld ing recen t ly  opened by 
Methodist Hospital  i n  Eden P r a i r i e  is  
another. O r ,  United Hospitals  has helped 
finance const ruct ion  of  a medical bui ld ing 
i n  Eagan. Divine Redeemer i s  now compet- 
ing  with o t h e r  ambulance services  f o r  a 
Dakota County c o n t r a c t  t o  serve  the  
southern p a r t  of  t h a t  county. 

About 15% of the  use of  the  r eg ion ' s  
hosp i t a l  f a c i l i t i e s  (measured i n  p a t i e n t  
days) comes from non-metropolitan a rea  
r e s iden t s .  

For the  region 's  major r e f e r r a l  hospi- 
t a l s ,  use by nonresidents i s  r e l a t i v e l y  
high. About 50% of the  p a t i e n t  days a t  
University Hospital and 25% a t  Abbott- 
Northwestern and United Hospitals  can be 
t raced t o  non-Twin C i t i e s  r e s iden t s .  A s  
a major medical school and research 
c e n t e r , ' t h e  University has well-estab- 
l i shed  ties with physicians throughout 
the  Upper Midwest. Many of  them received 
t h e i r  medical t r a i n i n g  there .  Both 
Abbott-Northwestern and United have made 
conscious e f f o r t s  t o  bu i ld  r e f e r r a l  pa t -  
t e r n s  with hosp i t a l s  i n  o u t s t a t e  Minne- 
s o t a  and Wisconsin. Their con t rac t s  
with smaller  h o s p i t a l s  t o  provide various 
adminis t ra t ive  se rv ices  have helped, i n  
a way, t o  bu i ld  the  r e f e r r a l  p a t t e r n s .  
In  add i t ion ,  by maintaining a high l e v e l  
of soph i s t i ca t ion  i n  t h e i r  f a c i l i t i e s ,  
they a r e  a l s o  able  t o  bu i ld  and maintain 
t h e i r  image a s  a r e f e r r e l  center .  

DEVELOPMENT OF' 
HOSPITAL FACILITIES 
Since 1972, when the  s t a t e ' s  c e r t i f i c a t e -  
of-need law went i n t o  e f f e c t ,  t he  r a t e  
of  bed expansion i n  the  region has 
decreased (see  Figure 1). Eight hospi- 
t a l s  have been granted ce r t i f i ca tes -o f -  
need which have included expansion o f  
t h e i r  bed capacity.  The region 's  supply 
of acute  h o s p i t a l  beds ( i .e. ,  medical/ 
su rg ica l ,  p e d i a t r i c s ,  o b s t e t r i c s ,  
alcohol/chemical dependency) increased 
by about 1,400 l icensed beds (about 15%) 
between 1970 and 1972. Between 1972 and 
1976, the  bed supply grew by about 743 
beds, o r  7%. 

Much of  the  need f o r  remodelinq has been 
1 t he  r e s u l t  of  the  development of new 1- 

ment . Major p r o j e c t s  have t y p i c a l l y  
included upgrading of  the  hosp i t a l  ' s 
in tens ive  ca re  and coronary care  u n i t s  
and the expansion of  radiology,  rehab- 
i l i t a t i o n  and surgery services .  In  
each of  these  a reas  t h e r e  have been 
major technological  advances. Monitor- 
ing  equipment being used today i n  our 



Figure 1 

LICENSED BED CAPACITY FOR SHORT-TERM COMMUNITY HOSPITALS: 
TWIN CITIES METROPOLITAN AREA 

- Acute (i.e., med.-surg., ob., 
ped., psych., alcoh/drug) and 
Rehab beds. --- Acute beds. 

SOURCE: Minnesota Department of Health 

intensive/coronary care units is consid- 
ered to be obsolete by comparison with 
what is now available. 

The development of the body and head com- 
puterized axial tomographic (C.A.T.) 
scanners has opened up a whole new 



approach t o  d iagnos is .  E ight  h o s p i t a l s  
a l r eady  have scanners .  Seven o t h e r s  have 
i n d i c a t e d  they  p l a n  t o  seek c e r t i f i c a t e s -  
of-need t o  purchase fou r  a d d i t i o n a l  u n i t s .  
(They a r e  M t .  S i n a i  and E i t e l ,  S t .  
Joseph ' s ,  S t .  Mary's and Fairview,  and 
Unity and Mercy.) This  technology i s  
developing s o  qu i ck ly  t h a t  some h o s p i t a l s  
(e. g. , Univers i ty ,  North Memorial) a r e  
a l r eady  r ep l ac ing  t h e i r  o r i g i n a l  equipment 
wi th  new and more s o p h i s t i c a t e d  machines. 

Radiat ion therapy  is ano the r  example. Two 
types  of  l i n e a r  a c c e l e r a t o r s  a r e  now i n  
use i n  t h e  Twin C i t i e s .  A new model, 
more powerful t han  t h e  o t h e r  two types ,  is 
now a v a i l a b l e .  Abbott-Northwestern has  
reques ted  a ce r t i f i ca t e -o f -need  t o  pur- 
chase t h e  new machine. 

I n  t h e  l a s t  few y e a r s  t h e  method of 
f i n a n c i n s  h o s ~ i t a l  c a ~ i t a l  e x ~ e n d i t u r e s  
has  been s h i f t i n g  away from p r i v a t e  p h i l -  
anthropy and f e d e r a l  g r a n t s  and toward 
heav ie r  use  o f  long-term deb t  r epa id  wi th  
p a t i e n t  revenues.  

I n  t h e  1950s, Minneapolis remodeled o r  
r ep l aced  most of  i t s  h o s p i t a l  system 
with funds r a i s e d  through a coordinated 
p r i v a t e  d r i v e .  The United Hospi ta l  
Fund Drive r a i s e d  about  S17 m i l l i o n  

Table  9 

SOURCES OF FINANCING FOR HOSPITAL 
CONSTRUCTION AND MODERNIZATION 

I N  THE UNITED STATES 

SOURCE: "Trends i n  t h e  Financing of 
Hospi ta l  Construct ion" by David E .  Manne 
and John A. Henderson, i n  Hosp i t a l s  JAHA, 
J u l y  1, 1974. 

between 1955 and 1958. Although t h e r e  
was no community-wide e f f o r t  i n  S t .  
Paul ,  t h e  r e b u i l d i n g  c a r r i e d  o u t  i n  t h e  
1950s and e a r l y  1960s was p a i d  f o r  
l a r g e l y  wi th  p r i v a t e  c o n t r i b u t i o n s .  

1970 

8.3% 
11.8% 
17.6% 
62.3% 

Government Grants  
Phi lanthropy 
Opera t iona l  funds 
Borrowing 

During t h e  mid and l a t e  1960s, hospi- 
t a l s  a l l  over  t h e  met ropol i tan  a r e a  
r ece ived  f e d e r a l  funds through the  
Hill-Burton program, which was a c t i v e  
from 1946 through 1974. Cons t ruc t ion  
o f  Fairview-Southdale was p a r t i a l l y  
f inanced  wi th  a $2 m i l l i o n  Hill-Burton 
g r a n t .  Some o t h e r  h o s p i t a l s  r ece iv ing  
funds under t h i s  program w e r e  E i t e l ,  
Samaritan, M t .  S i n a i  and Metropol i tan 
Medical Center ,  each o f  which rece ived  
g r a n t s  f o r  modernization. S t .  Mary's, 
S t .  Joseph ' s  and Miller (now a p a r t  of  
United) rece ived  g r a n t s  t o  add psychi-  
a t r i c  beds. I n  t o t a l ,  Twin C i t i e s  hos- 
p i t a l s  rece ived  about  $24 m i l l i o n  i n  
loans  and g r a n t s  and about  $23 m i l l i o n  
i n  loan  guaran tees  through t h e  H i l l -  
Burton program. Hill-Burton loans  and 
g r a n t s  represen ted  about  9% of  Twin 
C i t i e s  t o t a l  h o s p i t a l  investment  
between 1948 and 1974. 

1969 

16.6% 
17.8% 
26.0% 
39.6% 

A l l  of  t h e  major c a p i t a l  progams now 
under way a r e  be ing  f inanced almost  
e n t i r e l y  with long-term deb t .  To repay 
t h e  deb t ,  h o s p i t a l s  have increased  
t h e i r  p a t i e n t  charges .  I n  many c a s e s ,  
h o s p i t a l s  a r e  s e l l i n g  bonds through 
l o c a l  u n i t s  o f  goverhment i n  o r d e r  t o  
o b t a i n  lower i n t e r e s t  r a t e s .  The t a x  
exempt s t a t u s  of  p u b l i c l y  i s sued  reve- 
nue bonds makes a lower i n t e r e s t  r a t e  
p o s s i b l e .  Table 10 shows t h e  method 
o f  long-term f inanc ing  f o r  many of  t h e  
Twin C i t i e s  major cons t ruc t ion  p r o j e c t s  
s i n c e  1974. Based on t h i s  sample, t h e  
t r e n d  i n  long-term f inanc ing  i s  toward 
g r e a t e r  r e l i a n c e  on government-issued 
revenue bonds. These bonds do no t  
u sua l ly  c a r r y  t h e  i s s u i n g  p u b l i c  body's  
f u l l  f a i t h  and c r e d i t .  However, ou t  o f  
concern f o r  i ts  bond r a t i n g ,  communi- 
t ies  might choose t o  levy  a t a x  t o  pay 
o f f  a h o s p i t a l ' s  deb t  i f  t h e  h o s p i t a l  
c3uld no t ,  f o r  any reason,  make i t s  pay- 
ment s .  
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Table 10 

EXAMPLES OF RECENT LONG-TERM BORROWING BY T W I N  CITIES HOSPITALS 

SOURCE: Bond Prospectus f o r  each o f f e r i n g .  

*Methodist has not  y e t  f i n a l i z e d  i ts  f inancing  p lans .  

Year 

- 
1977 
1977 
1976 
1976 
1974 

1974 
1974 
1974 

-- - 

Hospi ta l  

Methodist 
Abbott-Northwestern 
S t .  Joseph's  
E i t e l  
United 
Center Hospi ta l ,  a  j o i n t  

venture of  Metropolitan 
Medical Center and Henne- 
p i n  County Medical Center 

Fairview 
Metropolitan Medical Center 
Abbott-Northwes t e r n  

VOLUME OF HOSPITAL USE 
The u t i l i z a t i o n  of  acu te  s e r v i c e s  (e .4 . .  

Bond I s sue  

$ 15m 
3 8m 

12.5m 
3.5m 
6 7m 

19.5m 

7.5m 
3m 
4m 

medical /surgical ,  p e d i a t r i c s ,  o b s t e t r i c s ,  

A m b  
Sold by : 

St .  Louis Park* 
~ i n n e a p o l i s  
S t .  Paul Por t  Authori ty 
t h e  h o s p i t a l  
S t .  Paul Por t  Authori ty 
Hennepin County 

t h e  h o s p i t a l  
t h e  h o s p i t a l  
t h e  h o s p i t a l  

p s y c h i a t r i c ,  and alcohol/chemical 
dependency) descr ibed  i n  Figure 2 repre-  

h o s p i t a l  u t i l i z a t i o n .  The 11% remaining 
i s  d iv ided  between the  extended c a r e ,  
r e h a b i l i t a t i o n  and nursery u t i l i z a t i o n .  
Since 1975 ( the  e a r l i e s t  y e a r  f o r  which 
t h e r e a r e m e t r o p o l i t a n  d a t a  on these  se r -  
v i c e s )  , u t i l i z a t i o n  of  both extended c a r e  . and r e h a b i l i t a t i o n  s e r v i c e s  has decreased 
by 11% and 16% respec t ive ly .  By c o n t r a s t  
use of t h e  nursery s e r v i c e  i s  up by about 
7%, .or about  8,000 p a t i e n t  days. 

P s y c h i a t r i c  and alcohol/chemical depen- 
dencv a r e  t h e  onlv acu te  s e r v i c e s  where 
7. 
And, t h e  inc rease  has been occurr ing  
only s i n c e  1974 . . . t h e  f i r s t  year  
t h a t  a  s t a t e  law requ i r ing  h e a l t h  in su r -  
ance coverage f o r  alcohol/chemical 
dependency went i n t o  e f f e c t .  

  or a l l  o t h e r  acu te  s e r v i c e s ,  u t i l i z a -  
t i o n  appears t o  be s t a b i l i z i n g  o r  
dec l in ing .  In 1973-74 t h e r e  was a  per- 
i o d  of  growth, b u t  now t h e  t r end  seems 
t o  be toward dec l in ing  use r a t e s .  Cur- 
r e n t  events  would sugges t  t h a t  t h i s  
might be the  case.  The b i r t h  r a t e  has 
been dec l in ing  s i n c e  1959; programs t o  
review h o s p i t a l  u t i l i z a t i o n  a r e  l i k e l y  
t o  be extended t o  cover preadmission 
screening  i n  add i t ion  t o  length  of s t a y ;  
memberships i n  prepaid  medical groups 
which make r e l a t i v e l y  lower use of  t h e  
h o s p i t a l  a r e  growing f a s t e r  than ever ;  
new technology now al lows procedures 
previous ly  done i n  t h e  h o s p i t a l  t o  be 
c a r r i e d  o u t  i n  t h e  phys ic i an ' s  o f f i c e ,  
and Minnesota's l a r g e  number of mult i -  
s p e c i a l t y  group p r a c t i c e s  may a l s o  be - 
help ing  t o  lower u t i l i z a t i o n .  

The dec l in ing  b i r t h  r a t e  accounts ,  t o  
a  l a r g e  e x t e n t ,  f o r  t h e  dec l ine  i n  pedi-  
a t r i c  and o b s t e t r i c  u t i l i z a t i o n .  I n  
add i t ion ,  the  average age f o r  t he  
r eg ion ' s  populat ion i s  now about 25.5 

, years  . . . a p o i n t  i n  the  l i f e  cyc le  



Figure 2 

OCCUPANCY*.,AND UTILIZATION**'OF TWIN CITIES 
SHORT-STAY COMMUNITY HOSPITALS, 1970-1976 

Days p e r  Medical-Surgical  Days p e r  
$000 Pop. % Occup. 1000 pop. 

Daye p e r  O b s t e t r i c s  
1000 pop. % occup. 

P e d i a t r i c s  
% occup. 

I \ - Occupancy I 

U t i l i z a t i o n  
Occupancy 

Days p e r  P s y c h i a t r i c /  % 
1000 pop. A1 .Chem. Dep. occup . 

2 5 0 ~ 8 0  

-Occupancy - - - U t i l i z a t i o n  
-*-• U t i l  . e x c l ~ ~ d i n s  I I 

SOURCE: Metropolitan Health Board 

*Occupancy as a percent of each year's average beds in service. 

**Population data used to compute utilization is found in Appendix 111. 
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Figure 2 (cont inued)  

A l l  Acute Services  % Occup. 

I - Occupancy 
-- -Uti l izat ion 

I a U t i l .  e x c l .  
a1 ./chern. dep. 

where h o s p i t a l  u t i l i z a t i o n  i s  most l i k e l y  
t o  be minimal. While t h e  average age i s  
expected t o  i nc rease  over t h e  next  decade 
it is un l ike ly  t h a t  it w i l l  move o u t  of  
t h e  range o f  minimal h o s p i t a l  needs. 

I n  1972 t h e  Twin C i t i e s  had only one pre-  
p a i d  mul t i - spec i a l ty  group p r a c t i c e  serv-  
i ng  a def ined  group of  people,  i - e . ,  a 
Health Maintenance Organizat ion (HMO) . 
This  HMO, Group Heal th P lan ,  Inc . ,  had an 
enrol lment  of  about  46,000 people.  A s  o f  
J u l y  1976, t h e  reg ion  had seven HMOs 
o p e r a t i n g  wi th  t o t a l  enrol lment  of  about  
134,000. Local HMOs were us ing  acu te  
h o s p i t a l  s e r v i c e s  a t  r a t e s  between 400 
and 700 p a t i e n t  days p e r  1,000 members 
du r ing  1975. I f  t h e i r  membership cont in-  
ues t o  expand (and t h i s  appears  l i k e l y )  
t h e  Twin C i t i e s '  demand f o r  i n -pa t i en t  
s e r v i c e s  w i l l  cont inue  t o  decrease .  

With new technology and u t i l i z a t i o n  review 
have come s h o r t e r  h o s p i t a l  s t a y s  and an 
inc rease  i n  one-day surgery.  Most l o c a l  
h o s p i t a l s  now have f a c i l i t i e s  f o r  one-day 
surgery.  The p a t i e n t  comes t o  t h e  hospi- 
t a l  i n  t h e  morning and i s  r e l eased  i n  t h e  
af ternoon.  Some communities have f r e e -  
s t and ing  s u r g i c a l  c e n t e r s .  None have 

been b u i l t  i n  t h e  Twin C i t i e s ;  however, 
a group of  doc to r s  from S t .  Cloud a r e  

. planning  t o  b u i l d  t h i s  kind of f a c i l $ t y  
i n  t h e  W i n  C i t i e s ,  probably i n  t h e  S t .  
Paul  Midway a r e a  and a t  Southdale .  M t .  
S i n a i  Hospi ta l  i s  a l s o  cons ider ing  con- 
s t r u c t i o n  of  a s u r g i c a l  c e n t e r  ad j acen t  
t o  t h e  h o s p i t a l  i n  sou th  Minneapolis. 

With no a d d i t i o n a l  d e c l i n e  i n  u t i l i z a -  
t i o n ,  t h e  r eg ion  w i l l  have a su rp lus  of  
approximately 2,000 medica l / surg ica l ,  
p e d i a t r i c ,  o b s t e t r i c  and p s y c h i a t r i c  
beds i n  1980. 

As a p a r t  o f  its Heal th Systems Plan ,  
t h e  Metropol i tan Heal th Board has  e s t i -  
mated t h e  bed demand based on c u r r e n t  
r a t e s  o f  u t i l i z a t i o n  and occupancy a t  
85% f o r  medica l / surg ica l ,  70% f o r  pedi-  
a t r i c ,  80% f o r  o b s t e t r i c ,  and 90% f o r  
p s y c h i a t r i c  beds, a s  shown i n  Table 11. 

I f  u t i l i z a t i o n  cont inues  t o  d e c l i n e ,  t he  
su rp lus  w i l l  grow above t h e  e s t ima te s  
l i s t e d  above. The Heal th Board  feel^ it 
is reasonable t o  assume t h a t ,  f o r  every 
50-patient-day d e c l i n e  i n  t h e  use r a t e  
of  medical /surgical  and p e d i a t r i c  beds, 
t h e  su rp lus  i n  a l l  acu te  beds inc reases  
by 300 beds, o r  one medium-sized hospi- 
t a l .  

Even wi th  t h e  c u r r e n t  d e c l i n e s  i n  u t i l i -  
z a t i o n ,  t h e  Twin C i t i e s  uses  h o s p i t a l  
s e r v i c e s  a t  a g r e a t e r  r a t e  than  communi- 
t i e s  wi th  s i m i l a r  popula t ions .  

While we r e a l i z e  t h a t  t h e  two communities 
a r e  no t  i d e n t i c a l ,  we found t h a t  t h e  Twin 
C i t i e s  and Seattle/Tacoma met ropol i tan  a r e a s  
shared many o f  t h e  same demographic and 
socio-economic c h a r a c t e r i s t i c s  ( s ee  Table 1 2 ) .  , And, t h e r e  is no evidence t h a t  people i n  t h e  
Twin C i t i e s  use more h o s p i t a l  s e r v i c e s  
because they  a r e  l e s s  hea l thy .  However, t h e  
Twin C i t i e s  uses  h o s p i t a l  f a c i l i t i e s  t o  a ' much g r e a t e r  e x t e n t  than  Seattle/Tacorna ( see  

1 Table 3 on page 6 ) .  
I 

While populat ion c h a r a c t e r i s t i c s  would 
be a major f a c t o r  determining t h e  use 
o f  h o s p i t a l  s e r v i c e s ,  t h e  organiza t ion  



- 

Table 11 

PROJECTED SURPLUS ACUTE HOSPITAL BEDS, 
TWIN CITIES METROPOLITAN AREA 

SOURCE: Metropol i tan Heal th Board 

and make-up o f  t h e  h e a l t h  c a r e  system i n  
each community i s  a l s o  a major determin- 
a n t .  When Seattle/Tacoma is  c o ~ p a r e d  
wi th  t h e  Twin C i t i e s  on t h i s  b a s i s ,  t h e  
fol lowing d i f f e r e n c e s  seem t o  exp la in  t h e  
h ighe r  u t i l i z a t i o n  i n  t h e  Twin C i t i e s  : 

Psych 
(90%) 

800 

1,000 

2 00 

-The Twin C i t i e s  had about  6 . 1  l i censed  
beds/1,000 popula t ion  i n  1975, and 
Seattle/Tacoma had about  3.5 l i c e n s e d  
beds/1,000 popula t ion .  (Using t h e  beds- 
in -serv ice  s t a t i s t i c  shows t h e  follow- 
ing:  Twin C i t i e s ,  5.7/1,000; and 
Seattle/Tacoma, 3. i /1,000. ) 

Ob 
(80%) 

500 

7 00 

200 

-Average length  of s t a y  i n  t h e  Twin C i t i e s  
is  s i g n i f i c a n t l y  longer  than  i n  S e a t t l e /  
Tacoma. This  r e f l e c t s  d i f f e r e n c e s  i n  t h e  
s t y l e  of medical p r a c t i c e  ( s ee  Table 1 3 ) .  

Ped 
(70%) 

7 00 

1,000 

300 

To ta l  

P ro j ec t ed  bed demand (1980) 8,500 

Licensed bed supply (1976) 10,500 

1976 l i censed  supply i n  2,000 
excess  of  1980 demand 

-Seattle/Tacoma has a l a r g e r  number of  
p u b l i c  proper ty  t a x  supported h o s p i t a l s  
than  t h e  Twin C i t i e s .  The S e a t t l e /  
Tacoma met ropol i tan  a r e a  has  about  1 5  
d i s t r i c t  h o s p i t a l s .  These a r e  opera ted  
by three-person e l e c t e d  boards.  They 
have t h e  a u t h o r i t y  t o  levy s p e c i a l  
assessments on p rope r ty  and s e l l  genera l  
o b l i g a t i o n  bonds t o  f i nance  major con- 
s t r u c t i o n  p r o j e c t s .  A l l  bond s a l e s  must 
be approved by t h e  vo te r s  i n  t he  d i s t r i c t  
Bonds a r e  r epa id  through s p e c i a l  assess -  
ments. 

M/s ( a t  85% 
Occupancy) 

6,500 

7,800 

1,300 

The Twin C i t i e s  has  t h r e e  community 
h o s p i t a l s  which a r e  p u b l i c l y  owned and 
opera ted :  Univers i ty ,  Hennepin County, 
and S t .  Paul-Ramsey. Unity Hospi ta l  
was b u i l t  wi th  funds r a i s e d  through the  
s a l e  of  genera l  o b l i g a t i o n  bonds by the  
North Suburban Hospi tal  ~ i s t r i c t .  
However, t h e  h o s p i t a l  i s  opera ted  by 
Health Cent ra l  ( a  p r i v a t e  nonpro f i t  
corpora t ion)  on a l e a s e  purchase agree- 
ment. Its r e n t a l  payments a r e  being 
used t o  r e t i r e  t h e  bonds, and when they  
a r e  pa id  i n  f u l l ,  Health Cent ra l  w i l l  
assume formal ownership. 

Other major f a c t o r s  a f f e c t  the  r a t e  of  
h o s p i t a l  u t i l i z a t i o n .  I n  some cases ,  
t h e  two communities a r e  q u i t e  s i m i l a r .  
For example: 

' ~ o t a l  l i censed  beds (1975) : Twin 
C i t i e s  11,500 and Seattle/Tacoma 
6,600. Estimated 1975 popula t ion  
f o r  each a r e a :  Twin C i t i e s  1 .9 
m i l l i o n  and Seattle/Tacoma 1 .9  
mi l l i on .  The count  on 1975 l i censed  
beds excludes b a s s i n e t s  and tubercu- 
l o s i s  beds. This adjustment was 
necessary t o  make .the Twin C i t i e s  
d a t a  comparable wi th  Seattle/Tacoma. 
For 1976, t h e  Twin C i t i e s  l i censed  ' 

capac i ty ,  excluding b a s s i n e t s  and 
tube rcu los i s  beds ,  was 11,800. 



Table 12 

SOCIO-ECONOMIC AND DEMOGRAPHIC COMPARISONS OF THE 
TWIN CITIES AND SEATTLE/TACOMA METROPOLITAN AREAS 

Tota l  populat ion 
Populat ion rank 
Populat ion dens i ty  ( c i t y  po r t ion )  
Median age 
Age 64+ 

Minneapolis 
S t .  Paul  

Sex r a t i o  (F/M) 
Black ( c e n t r a l  c i t y )  

SMSA 
Hispanic 
Household s i z e  
Female heads 
Blue c o l l a r  
Executive 
Service 
C l e r i c a l  
Income p e r  person 

Households without phones 
Populat ion change 1960-1970 (index) 
20 year  o l d s  i n  school  
Immature b i r t h s  
Minneapolis 
S t .  Paul 

Women's l abor  fo rce  
Unemployed males 
Below poverty l e v e l s  
Income from pub l i c  payments 
Income d e f i c i t s  p e r  c a p i t a  
Housing u n i t s  vacant one yea r  + ( c i t y )  
Housing s i n g l e  u n i t  detached 
Average value owner-occupied housing 
Change i n  i n f a n t  dea th  r a t e  1960-1970 

( s t a t e  d a t a )  

Twin C i t i e s *  

1.9 mi l l i on  
15th  
6,900 pop./sq. m i .  
26 
9 % 
15% 
13% 
1.07 
4% (30,000) 
1.8% 
0.9% 
3.2 
9% 
13% 
25% 
33% 

8.3% 
7.0% 
49% 
3.1% 
6.7% 
3.5% 
$40 
-3% 
62.5% 
$24,000 
21.6/1,000 l i v e  
b i r t h s  t o  17.3 

1.9 mi l l i on  
17 th  
6,350 
28 
9 % 

13% 

1.04 
7.1% (38,000) 
2.9% 
1.7% 
2.9 
9% 
11% 
26% 
35% 

44% 
7.9% 
7.5% 
3.3% 
$46 
-4% 
69.5% 
$24,500 
22.7/1,000 l i v e  
b i r t h s  t o  18 .1  

SOURCE: U .  S. Census, 1970. 

*Twin C i t i e s  s tandard  met ropol i tan  s t a t i s t i c a l  a r e a  (SMSA) c o n s i s t s  of  Anoka, 
Carver, Dakota, Hennepin, Ramsey, S c o t t  and Washington Counties. 

**The Census Bureau de f ines  S e a t t l e  and Tacoma a s  two s tandard  metropoli tan 
s t a t i s t i c a l  a r eas  . . . S e a t t l e  inc luding  King and Snohomish Counties,  and Tacoma 
being P ie rce  County. The two a r e  contiguous, and conversat ions wi th  people i n  t h e  
community i n d i c a t e  t h a t  r e s i d e n t s  of one make r egu la r  use of  s e r v i c e s  ( inc luding  
h e a l t h )  i n  the  o t h e r .  



Table 1 3  

AVERAGE LENGTH OF STAY, 1975 

SOURCE: Twin C i t i e s :  Metropolitan Health Board. Seattle/Tacoma: Health 
Systems Agency of Puget Sound. 

*The range r ep resen t s  r e g u l a r  p e d i a t r i c  ca re  and p e d i a t r i c  i n t e n s i v e  ca re .  
The average would be c l o s e r  t o  4.2 than  17.1. 

Tacoma 

5.4 days 
2.4 
2 -4  
8 .5  

Medical/Surgical 
P e d i a t r i c  
O b s t e t r i c  
P s y c h i a t r i c  

**The range r ep resen t s  a d u l t  and c h i l d  p s y c h i a t r i c  s e rv ices .  

- 

-178 physicians/100,000 have had any s u b s t a n t i a l  e f f e c t  on u t i -  
Twin C i t i e s  i n  1974 l i z a t i o n .  They a r e  each i n  t h e i r  second 
l a t i o n  i n  Seattle/Tacoma. y e a r  of  a c t u a l  opera t ion .  

Twin C i t i e s  

7.4 days 
4.2 t o  17.1* 
4 .1  
16.7 t o  40.7** 

S e a t t l e  

6 days 
3.5 
2.9 
14.9 

-Prepaid group p r a c t i c e s  s e r v e  about 7% 
of t h e  Twin C i t i e s  populat ion and about 
8% i n  Seattle/Tacoma. Prepaid group 
p r a c t i c e  got  s t a r t e d  i n  t h e  Twin C i t i e s  
i n  1957 and i n  Seattle/Tacoma i n  1947; 
however, major growth d i d  no t  occur i n  
S e a t t l e  u n t i l  the  mid t o  l a t e  1960s and 
i n  t h e  Twin C i t i e s  u n t i l  the  1970s. 

-48% of t h e  Twin C i t i e s  and 51% of Sea t t le / -15% 
Tacoma's off ice-based phys ic ians  were i n  
family/general p r a c t i c e ,  p e d i a t r i c s ,  
i n t e r n a l  medicine o r  obstetr ics/gyne-  
cology . 

- In  1975 t h e r e  were about 85 s u r g i c a l  
ope ra t ions  p e r  1,000 popula t ion  i n  t h e  
Twin C i t i e s  and i n  Seattle/Tacoma t h e r e  
were about 77/1,000. 

of t h e  Twin C i t i e s  p a t i e n t  days i n  
1975 can be t r aced  t o  non-metropolitan 
a r e a  r e s i d e n t s .  I n  Sea t t l e /~acoma ,  non- 
r e s i d e n t s  accounted f o r  17% of  t o t a l  
p a t i e n t  days i n  1973. 

-The Twin C i t i e s  has 35 h o s p i t a l s  and 
Seattle/Tacoma has 37. 

-Although Minnesota has a r a t e  review 
program and Washington has a budget 
s e t t i n g  program, both a r e  t o o  new t o  

-In both c i t i e s ,  most o f  t he  h o s p i t a l s  
a r e  genera l  h o s p i t a l s .  Each a l s o  has a 
un ive r s i ty  h o s p i t a l ,  two c h i l d r e n ' s  hos- 
p i t a l s ,  and a t  l e a s t  one major p r i v a t e  
r e f e r r a l  h o s p i t a l .  

The Twin C i t i e s  does have a l a r g e r  number 
of  s ing le - spec ia l ty  and mul t i - spec ia l ty  
group p r a c t i c e s .  And, t he  l o c a l  u t i l i z a -  
t i o n  review program has been i n  opera t ion  
f o r  two yea r s ,  while the  one i n  S e a t t l e /  
Tacoma is  j u s t  now being organized. Both 
of  t hese  condi t ions  can he lp  t o  decrease 
u t i l i z a t i o n ,  b u t  t o  da t e  t h e i r  impact has 
no t  been s i g n i f i c a n t  enough t o  counterac t  
t h e  e f f e c t  o f  the  l o c a l  bed supply and t h e  
s t y l e  of  medical p r a c t i c e  a s  r e f l e c t e d  i n  
t h e  Twin C i t i e s '  s i g n i f i c a n t l y  longer  
average length  o f  s t a y .  



PUBLIC AND PRIVATE 
HOSPITAL PLANNING 
The voluntary hospital planning program 
of the 1950s and 1960s was most effective 
A 
the region's hospitals were developing. 

One of the ea r l i e s t  private planning 
e f fo r t s  took place i n  1949 when a group 
of Minneapolis businessmen formed the 
Minneapolis Hospital Research Council. 
This group organized i n  anticipation of 
a major e f fo r t  t o  expand and rebuild the 
c i t y ' s  hospital  f a c i l i t i e s .  Their con- 
cern was tha t  the coming community-wide 
building project be in i t i a t ed  without 
appropriate long-range planning. The 
Research Council hired the consulting 
firm of James A. Hamilton & Associates 
t o  study the present and future hospital  
requirements of the commuqity. The 
Hamilton report, "A Hospital Plan for 
Hennepin County", was completed i n  June 
1950. 

The report  made two major recommenda- 
t ions: F i r s t ,  t ha t  a formal "hospital 
council" with i t s  own s t a f f  and budget 
be organized and, second, tha t  in  the 
course of expanding the community's 
hospital  systeq there should emerge four 
major hospital  centers or  groups. 
Hamilton suggested tha t  the hospital  
council might eventually serve as a 
central  service organization for  hospi- 
t a l s ,  providing them with joint pur- 
chasing, payroll, accounting and print-  
ing services. However, a t  the s t a r t ,  
the council was t o  serve only as an 
advisory body. The four hospital  
groups were t o  be developed a t  the s i t e s  
of the following hospitals: Minneapolis 
General, University, M t .  Sinai, and 
Swedish/St. Barnabas. 

The grouping a t  the Swedish/%. Barnabas 
s i t e  was t o  be known as Hennepin Hospi- 
t a l  Center, Inc. The group was t o  be 
made up of twelve hospitals,  s i x  of 
which would be located a t  the central  
s i t e  on the eas t  side of downtown Minne- 
apolis. Three existing hospitals were 

t o  be a f f i l i a t ed ,  but not co-located. 
And, the three remaining were t o  be new 
hospitals: One i n  St.  Louis Park, one - 

i n  Richfield and one i n  north Minneapo- 
lis. A principal feature of the Henne- 
pin Hospital Center proposal was that  
certain hospital  services were t o  be 
centralized i n  a single corporation for 
use by the member hospitals. Fourteen 
services were to  be included, from 
accounting and printing t o  radiology 
and nursing education. 

Five hospitals were t o  be a f f i l i a t e d  
with the M t .  Sinai Hospital Center; 
however, t he i r  relationship was t o  be 
more informal. There was no proposal 
t ha t  hospitals be co-located or tha t  a 
separate corporation be created t o  pro- 
vide specif ic  services t o  members. The 
other two centers, Minneapolis General 
and the University, were t o  perform 
roles similar t o  the i r  past  ac t iv i ty .  

Some i n i t i a l  steps were taken t o  imple- 
ment the Hamilton recommendations. A 
Hennepin Hospital Center Corporation 
was created i n  l a t e  1950 with eight  
member hospitals.  However, beyond th i s ,  
there were no major e f fo r t s  t o  imple- 
ment the repor t ' s  recommendations. 

The community's need for  additional hos- 
p i t a l  f a c i l i t i e s  continued, and i n  1955 
the united Hospital Fund Drive was orga- 
nized t o  ra i se  about $17 million for 15 
Hennepin County hospitals.  With these 
funds, Hennepin County hospitals were 
able to  rebuild; however, there was no 
concurrent e f f o r t  t o  reshape or re- 
structure the system. Each hospital  
pursued i t s  own development program 
independent of the others. 

In the l a t e  1950s the growing concern 
with r i s ing  hospital  costs and with the 
over-utilization of hospital beds, 
which i n  turn led t o  additional pres- 
sures for  construction, stimulated 
in t e res t  i n  e f for t s  t o  bring the bed 
supply under some kind of control. 
The United States Public Health Service, 
among others, i n i t i a t ed  a program t o  



support a c t i v i t i e s  aimed a t  organizing 
voluntary h o s p i t a l  planning councils  i n  
major metropolitan areas .  The Minnesota 
Department of Health p a r t i c i p a t e d  i n  t h i s  
program. One outcome was the  c rea t ion  of 
the  S t .  Paul Hospital  Planning Council i n  
1962. 

I n  t h e  Minneapolis a rea ,  development of  a  
planning council  was sparked p r i n c i p a l l y  
by t+e announcement i n  1963 t h a t  $2 m i l l -  
ion  i n  f ede ra l  funds from the  Hill-Burton 
program were going t o  be made ava i l ab le  
t o  Fairview Hospital  f o r  the  cons t ruct ion  
of a  s a t e l l i t e  hosp i t a l  i n  Edina. D i s -  
cussions regarding the  need f o r  a  council  
began soon a f t e r  t h i s  announcement, and 
i n  mid-1964 t h e  Planning Agency f o r  H o s -  
p i t a l s  of Metropolitan Minneapolis 
(PAHMM) was organized. 

The two l o c a l  planning counci ls  proceeded 
independently u n t i l  1966, when t h e i r  
s t a f f s  were merged s o  t h a t  one s t a f f  was 
serving the  two organizat ions.  In  1969 
the  separa te  boards were abandoned and 
replaced with a s i n g l e  governing board 
represent ing  the  e n t i r e  metropolitan area .  
The new agency was known a s  t h e  Metro- 
p o l i t a n  Hospital  Planning Agency (MHPA). 

The major ob jec t ives  of  the  MHPA were t o  
promote the  coordinat ion of e x i s t i n g  hos- 
p i t a l  se rv ices  and influence the  f u t u r e  
growth and development of  t h e i r  se rv ices  
and f a c i l i t i e s .  MHPA functioned through 
two major programs: F i r s t ,  an informa- 
t i o n  system which co l l ec ted  and reported 
data  on the  use of hosp i t a l  beds and 
c h a r a c t e r i s t i c s  of p a t i e n t s ;  second, 
review and evaluat ion  of  proposals from 
member hosp i t a l s  f o r  cons t ruct ion  o r  re- 
construct ion of f a c i l i t i e s  and the  addi- 
t i o n  of  major services .  

Given the  voluntary nature of the  MHPA, 
i t s  success depended on the  d e s i r e  of the  
p a r t i c i p a t i n g  h o s p i t a l s  t o  p u t  community 
needs above t h e i r  own i n s t i t u t i o n a l  
a sp i ra t ions .  They did  t h i s  pr imar i ly  
by submitt ing t h e i r  p lans  t o  the  MHPA f o r  
review. A s  t h i s  process evolved, the  

MHPA's r o l e  was t o  r e a c t  t o  i n i t i a t i v e s  
taken by the  hosp i t a l s .  Its influence 
became s t ronges t  i n  f i n e  tuning the  
d i r e c t i o n  i n  which the  hosp i t a l s  had 
chosen t o  grow and develop r a t h e r  than 
i n  suggesting o r  s e t t i n g  t h a t  d i rec t ion .  

While the  r eg ion ' s  h o s p i t a l  system was 
s t i l l  expanding, it was no t ,  i n  most 
cases ,  d i f f i c u l t  f o r  the  hosp i t a l s  t o  
cooperate with the  agency. They knew 
t h a t  a  review might y i e l d  suggestions t o  
change t h e i r  p lans ,  but  f o r  a time it 
was extremely unlikely t h a t  it would 
recommend t h a t  the  p r o j e c t  be canceled. 
By the  l a t e  1960s it was c l e a r  t h a t  fur-  ~ 

t h e r  expansion of  the  region 's  h o s p i t a l  
system was not  des i rab le .  The Twin 
C i t i e s  population was not  growing a s  
f a s t  a s  had been previously an t i c ipa ted .  
Most planners agreed t h a t  the  b e s t  s t r a -  
tegy would be f o r  t h e r e  t o  be no new bed 
growth u n t i l  t he  population caught up 
with the  e x i s t i n g  supply. 

There was reason t o  doubt the  voluntary 
planning system's a b i l i t y  t o  function 
i n  a  meaningful way under no-growth c i r -  
cumstances. For example, i n  1969 North 
~ e m o r i a l  Medical Center decided t o  pro- 
ceed with the  i n s t a l l a t i o n  of  beds on 
th ree  f l o o r s  which had been she l l ed  i n  
e a r l i e r ,  desp i t e  the  planning agency's 
s p e c i f i c  disapproval  of  t h i s  ac t ion .  
North Memorial's a c t i o n  made it c l e a r  
t h a t  h o s p i t a l s  could, when they pleased,  
a c t  u n i l a t e r a l l y  without f e a r  of sanc- 
t i o n .  Before the re  could be f u r t h e r  
major t e s t s  of the  voluntary system, 
the  Metropolitan Health Board ( a  publ ic  
agency) was c rea ted ,  and soon t h e r e a f t e r  
the  MHPA stopped functioning.  

For a  more d e t a i l e d  discussion of the  
MHPA, see the Ci t i zens  League's 1970 
repor t ,  "Hospital Centers . . . and a 
Health Care System", pages 36 t o  42. 

Public  planning was i n i t i a t e d  primari ly 
i n  reswonse t o  f ede ra l  law. 

The Hill-Burton Act, 1946, provided funds 



f o r  h o s p i t a l  cons t ruc t ion ,  bu t  i n  o rde r  
t o  q u a l i f y ,  s t a t e s  had t o  prepare  a p l an  
f o r  developing f a c i l i t i e s .  I n i t i a l l y ,  
Hill-Burton funds could be used only f o r  
h o s p i t a l s  i n  r u r a l  a r eas ,  and a s  a r e s u l t  . t h e  s t a t e ' s  p l an  d i d  not  inc lude  metro- 
p o l i t a n  a rea  h o s p i t a l s .  However, i n  t h e  
e a r l y  1960s, funds were made a v a i l a b l e  
f o r  cons t ruc t ion  i n  any under-served 
a r e a  . . . urban, r u r a l  o r  suburban. A t  
t h a t  p o i n t ,  t h e  S t a t e  Health Department 
began t o  inc lude  the  metropoli tqn a rea  
i n  i t s  plan.  However, most l o c a l  hospi- 
t a l s  were s t i l l  f inancing  expansion 
through p r i v a t e  g iv ing ,  and consequently 
were no t  a f f e c t e d  by t h e  s t a t e ' s  p l an .  

A changing pe r spec t ive  on t h e  na ture  of  
h e a l t h  problems and t h e  p lanning  pro- 
ces s  r e s u l t e d  i n  t h e  enactment by Con- 
g res s  of t h e  Comprehensive Heplth Plan- 
ning Act i n  1967. The new law encouraged 
l o c a l  h e a l t h  planning by making it a 
requirement t o  q u a l i f y  f o r  f e d e r a l  grant-  
in-aid programs and by o f f e r i n g  t o  sha re  
t h e  expense of  planning.  Planning under 
t h i s  law d i f f e r e d  from t h a t  i n i t i a t e d  
through Hill-Burton i n  t h r e e  major 
r e spec t s :  F i r s t ,  it requi red  t h a t  
s epa ra t e  planning agencies  be s e t  up a t  
both t h e  s t a t e  and metropoli tan l e v e l s .  
Second, it requi red  t h a t  consumers p l ay  
a major r o l e  i n  a l l  planning dec is ions ;  
previous ly  providers  Had dominated. 
Third, t he  planning agencies  were t o  be 
concerned w i t h  t h e  whole h e a l t h  ca re  
system and n o t  j u s t  t h e  h o s p i t a l ;  t h a t  
is,  they were t o  be comprehensive. I n  
add i t ion  t o  the  agencies '  planning 
r e s p o n s i b i l i t y ,  they  were given the  job 
of reviewing r eques t s  f o r  funding under 
s e v e r a l  f e d e r a l  grant- in-aid programs. 
Requests were t o  be reviewed i n  terms of  
t he  community's comprehensive p lan .  

A t  t h e  s t a t e  l e v e l ,  t h e  Governor desig-  
nated t h e  S t a t e  Planning Agency a s  t h e  
s tate-wide planning body. Af t e r  lengthy 
debate,  t h e  Metropolitan Council became 
t h e  l o c a l  agency. In  J u l y  1970, t h e  
Council de lega ted  i ts  admin i s t r a t ive  
r e s p o n s i b i l i t y  under t h e  a c t  t o  what 

became known a s  t h e  Metropolitan Health 
Board. The Health Board was t o  have 
between 15 and 25  members appointed by 
t h e  Council f o r  four-year terms. It w a s  
admin i s t r a t ive ly  s e p a r a t e  from t h e  
Council ,  b u t  l e g a l l y  under t h e  Counci l ' s  
a u t h o r i t y ,  and a l l  of i t s  ac t ions  had t o  
be approved by the  Metropolitan Council. 

I n  add i t ion  t o  i t s  planning responsibi-  
l i t y ,  t h e  Health Board was a l s o  de legated  
t h e  r o l e  of  reviewing app l i ca t ions  f o r  
cer t i f ica tes -of -need  from metropoli tan 
a r e a  h e a l t h  c a r e  f a c i l i t i e s .  

The s t a t e ' s  cer t i f ica te-of -need  law was 
adopted i n  1971. I t  r e q u i r e s  t h a t  a l l  
h e a l t h  c a r e  f a c i l i t i e s  ( i . e . ,  h o s p i t a l s ,  
nurs ing  homes, extended ca re  f a c i l i t i e s )  
ob ta in  a c e r t i f i c a t e  of need be fo re  mak- 
i n g  any expenditures  f o r  cons t ruc t ion  o r  
equipment i f :  

-The c o s t  i s  g r e a t e r  than $100,000 and 
i f  t h e  p r o j e c t  would have some e f f e c t  
on t h e  h o s p i t a l ' s  d i agnos t i c  o r  thera-  
p e u t i c  f a c i l i t i e s .  

-Construction r e s u l t e d  i n  a change i n  
t h e  f a c i l i t y ' s  type o r  scope of s e r -  
v i ces  and i f  t h e  c o s t  i s  g r e a t e r  than 
$50,000. 

-The p r o j e c t  w i l l  i nc rease  the  i n s t i t u -  
t i o n ' s  bed complement. 

A s  t h e  law i s  c u r r e n t l y  w r i t t e n ,  con- 
s t r u c t i o n  r e l a t e d  t o  phys ic ians '  o f f i c e s  
and equipment purchased f o r  use i n  doc- 
t o r s '  o f f i c e s  o r  c l i n i c s  do not  r equ i re  
a c e r t i f i c a t e .  However, t hese  purchasers  
a r e  requi red  t o  inform t h e  l o c a l  review 
agency and t h e  Commissioner of Health 
t h a t  t h e  purchase i s  be ing  made i f  i t s  
value exceeds $100,000. I f  t h e  Commis- 
s i o n e r  f i n d s  t h a t  t h e  purchases a r e  
designed t o  circumvent t h e  provis ions  of 
t h e  cer t i f ica te-of -need  law, then he can 
o rde r  a s p e c i a l  hearing.  A s  a r e s u l t ,  
t h e  phys ic ians  may be requi red  t o  ob ta in  
a c e r t i f i c a t e - o f  -need. 



. . * . ... . . 
methar or not to  dontinue t h e  physi- 
c i a n ' s  exemption from cez t i f i ca t e -o f -  
need i s  c u r r e n t l y  be ing  debated i n  t h e  
Minnesota Legis la ture .  General concern 
a r i s e s  o u t  o f  expansion o f  t h e  range of  
s e r v i c e s  a v a i l a b l e  through t h e  d o c t o r ' s  
o f f i c e .  I n  t h e  p a s t ,  t h e  h o s p i t a l  was 
t h e  s i te  f o r  doing d iagnos t i c  work o r  
t rea tment  involving high technology and 
major expcnse. Today, f o r  example, 
t h r e e  local radiology c l i n i c s  own and 
ope ra t e  t h e i r  own C.A.T. Scanners. 
With t h e  phys ic ian  f r e e  t o  purchase 
equipment, o r d e r  i t s  use ,  and then be 
reimbursed f o r  h i s  c o s t s ,  expensive s e r -  
v i ces  might be  ove r -u t i l i zed .  This  
could counterac t  any impact which t h e  
cer t i f ica te-of -need  might have i n  l i m i t -  
i ng  expenditures  a t  o t h e r  loca t ions  i n  
t h e  h e a l t h  ca re  system. I n  add i t ion ,  
exempting phys ic ians '  o f f i c e s  could 
i n t e r f e r e  wi th  t h e  planning o f  t h e  h e a l t h  
c a r e  system and the  implementation of 
t h a t  p lan .  

Ultimate a u t h o r i t y  f o r  g ran t ing  c e r t i f i -  
cates-of-need r e s t s  with t h e  Commissioner 
o f  Health. The Commissioner's dec i s ions  
a r e  based, however, on recommendations he 
r ece ives  from the  l o c a l  planning agency . . . t h e  Metropolitan Council and i ts  
admin i s t r a t ive  agency, t he  ~ e t r o p o l i t a n  
Health Board. The Council has de legated  
t h e  review r e s p o n s i b i l i t y ,  inc luding  the  
p u b l i c  hear ing ,  t o  t h e  Health Board. 
Following each review, the  Board submits 
i t s  f ind ings  and a recommendation t o  t h e  
Council. The Council a c t s  on t h i s  recom- 
mendation (usua l ly  adopting it) and then  
passes  on t h e  r eques t  f o r  a c e r t i f i c a t e  
t o  t h e  Commissioner. 

Since 1972, t h e  Council has  r e j e c t e d  t h e  
Health Board's recommendation on only two 
occasions,  both dur ing  1977 and both 
r e l a t e d  t o  r eques t s  by major h o s p i t a l s  
(North Memorial and Methodist) . I n  both 
cases ,  t h e  Council i n s t r u c t e d  t h e  Health 
Board t o  recons ider  i ts  recommendations 
t h a t  both  c e r t i f i c a t e s  be denied. Af ter  
recons idera t ion  and some r e v i s i o n  by the  
h o s p i t a l s  of  t h e i r  r eques t s ,  t h e  Health 
Board recommended approval and t h e  Council 

concurred. While t h e  Commissioner may 
have made some minor changes t o  t h e  
Counci l ' s  recommendations, he has i n  no 
case  reversed  o r  s u b s t a n t i a l l y  changed 
i t s  recommendations. 

The Health Board i s  i n  t h e  midst  of  a 
new round of long-range planning. The 
end product  of t h i s  work should make 
c l e a r  t h e  long-term r o l e  o f  each hospi- 
t a l  i n  t h e  met ropol i tan  area .  

The National  Health Planning and Resources 
Development Act o f  1974 replaces  t h e  
Comprehensive Health Planning Act of 
1967 and i s  t h e  f i r s t  law t o  r equ i re  
h e a l t h  planning nation-wide. Through 
t h e  a c t ,  t he  na t ion  has been d iv ided  
i n t o  h e a l t h  planning d i s t r i c t s .  Each 
d i s t r i c t  i s  subdivided i n t o  l o c a l  plan- 
ning bodies  known a s  Health.Systems 
Agencies (HSAs). Local implementation 
o f  t h e  a c t  is  t h e  r e s p o n s i b i l i t y  o f  t h e  
HSA. S t a t e  agencies  have a l s o  been 
designated t o  coordinate  t h e  work of 
HSAs . The Metropolitan Council and i ts  
advisory board, t he  Metropolitan Health 
Board, has been granted cond i t iona l  
des ignat ion  as t h e  HSA f o r  t h e  seven- 
county metropoli tan a rea .  

To be des ignated ,  t h e  s i z e  and composi- 
t i o n  o f - t h e  Health Board had t o  be 
changed. The s i z e  was increased  from 
25 t o  29. And, t he  number of  consumer 
members w a s  increased  from 13  t o  16 ,  
while  t h e  number o f  provider  represent -  
a t i v e s  increased  from 12  t o  13. Members 
w i l l  cont inue t o  se rve  f o r  four  years  
and be appointed by the  Metropolitan 
Counci 1. 

To comply with t h e  r u l e s  and r egu la t ions  
f o r  t h e  a c t ,  t he  Department of Heal th,  
Education and Welfare (HEW) i s  a l s o  
demanding t h a t  t h e r e  be a major change 
i n  the  r e l a t i o n s h i p  between the  Health 
Board and t h e  Metropolitan Council. 
S p e c i f i c a l l y ,  HEW i s  asking  t h a t  the  
Health Board's recommendations on 
cer t i f ica tes -of -need  move d i r e c t l y  t o  
t h e  S t a t e  Commissioner of Health and 
thereby excluding review of these  reques ts  



by t h e  Council. I f  the Council complies 
with HEW'S reques t ,  t h e  c e r t i f i c a t e - o f -  
need process  w i l l  no longer  inc lude  any 
policy-makers whose r e s p o n s i b i l i t y  
reaches beyond h e a l t h  i s sues .  That i s r  

L it w i l l  involve p a r t i c i p a t i o n  by only 
t h e  Health Board and t h e  Commissioner, 
both of  which d e a l  only wi th  h e a l t h  
pol icy .  

A s  an HSA, t h e  Heal th Board has t h e  addi- 
t i o n a l  r e s p o n s i b i l i t y  of  developing and 
implementing a  Health Systems Plan. This  
p lan  i s  c u r r e n t l y  being developed. By 
comparison wi th  t h e  planning done under 
t h e  Comprehensive Heal th Planning A c t ,  
t h e  systems p lan  w i l l  cover  a  broader  
range of h e a l t h  s e r v i c e s  and w i l l  be 
focused more on long-term s i z e ,  shape and 
s t r u c t u r e  of t h e  r e g i o n ' s  h o s p i t a l  system. 
Once completed, t h e  p lan  w i l l  be updated 
on an  annual b a s i s ,  and, i n  a d d i t i o n ,  an 
Annual Implementation Plan d e t a i l i n g  
a c t i v i t i e s  f o r  t h e  coming yea r  w i l l  be  
formulated. 

Of p a r t i c u l a r  i n t e r e s t  t o  t h e  s u b j e c t  of 
t h i s  r e p o r t  w i l l  be  t h e  chapter  of t h e  
Health Systems Plan dea l ing  wi th  genera l  
h o s p i t a l  acu te  i n - p a t i e n t  s e r v i c e s .  The 
groundwork f o r  t h i s  chapter  w i l l  be com- 
p l e t e d  dur ing  f a l l  1977 by t h e  Health 
Board's Viable Hospi ta l s  Committee. 
Among o t h e r  t h i n g s ,  t h i s  committee i s  
charged with : 

- ~ e t e r m i n i n g  the  number and loca t ion  of  
acu te  h o s p i t a l  beds appropr i a t e  f o r  t h e  
f u t u r e  needs of  t h e  metropoli tan a rea .  

-Recommending how t h e  appropr i a t e  d i s t r i -  
bu t ion  can be accomplished. 

-Defining the  r o l e / r o l e s  of h o s p i t a l s  and 
h o s p i t a l  organiza t ions  i n  the  o v e r a l l  
h e a l t h  system-- more s p e c i f i c a l l y ,  
determining t h e  e x t e n t  t o  which h o s p i t a l s  
and h o s p i t a l  corpora t ions  should provide 
non-acute in -pa t i en t  s e rv ices .  

-Describing the  c h a r a c t e r i s t i c s  of  hos- 
p i t a l s  and h o s p i t a l  o rgan iza t ions  t h a t  
w i l l  be a  v i ab le  component of  t he  
r eg ion ' s  h e a l t h  system i n  t h e  long run. 

I n  a d d i t i o n  t o  i t s  planning and c e r t i f i -  
cate-of-need review r e s p o n s i b i l i t i e s ,  
t h e  National  Health Planning and 
Resources Development Act a l s o  r equ i re s  
t h a t  t h e  Health Board conduct appropri-  
a t eness  reviews o f  each l o c a l  h o s p i t a l .  
While t h e  exac t  purpose of  t h e s e  reviews 
i s  no t  completely c l e a r ,  it appears  t h a t  
t h e  Health Board w i l l  be eva lua t ing  hos- 
p i t a l s  i n  terms of t h e i r  immediate and 
long-term r o l e  i n  the  r eg ion ' s  h e a l t h  
c a r e  system. The r e s u l t s  of  i t s  evalua- 
t i o n s  w i l l  be repor ted  t o  t h e  S t a t e  
Health Planning and Development Agency. 
Beyond t h i s  r e p o r t ,  t h e  consequences f q r  
a  h o s p i t a l  judged inappropr i a t e  a r e  not  
well-defined; however, it could l o s e  a l l  
of i t s  f e d e r a l  funding. This would 
inc lude  c e r t i f i c a t i o n  f o r  both Medicare 
and Medicaid reimbursement. Appropri- 
a t eness  reviews a r e  un l ike ly  t o  begin 
before  1980. 

The Health Board a l s o  has r e s p o n s i b i l i t y  
f o r  reviewing p lans  f o r  t he  use  of Com- 
munity Health Serv ices  funds. 

Through t h e  Community Health Serv ices  
Act, 1976, count ies  and some c i t i e s  
r ece ive  block g r a n t s  from t h e  s t a t e  f o r  
p u b l i c  h e a l t h  and some s o c i a l  s e r v i c e s .  
The Health Board's funct ion  i n  the  
review process  i s  s i m i l a r  t o  t h a t  under 
cer t i f ica te-of -need .  I t  reviews each 
county ' s  p l ans ,  recommends t o  t h e  Metro- 
p o l i t a n  Council ,  and the  Council i n  t u r n  
makes a  recommendation t o  t h e  S t a t e  
Department of Health. 

This  review r e s p o n s i b i l i t y  has broadened 
t h e  Health Board's scope of  planning 
a c t i v i t y  t o  inc lude  a  f u l l  range of 
pub l i c  h e a l t h  (e .g. ,  r e s t a u r a n t  inspec- 
t i o n )  and h e a l t h  maintenance programs 
(e .  g . ,  primary c a r e  c l i n i c s )  . A s  a 
r e s u l t ,  t h e  Health Board i s  now a p a r t  
of a  debate which is  emerging over  the 
method of d e l i v e r i n g  community h e a l t h  
se rv ices .  The Health Board has  r ecen t ly  
formed a t a s k  fo rce  t o  develop t h e  
"Community Health Serv ices"  chapter  of 
i t s  Health Systems Plan. In  a d d i t i o n ,  
t h e  r o l e  of  t h e  h o s p i l a l  i n  PIC T~i~?:L~~ 
community hea l th  s e r v i c e s  i s  one 



sub jec t  t o  be considered by the  Health 
Board's Viable Hospitals  Committee. 

In  recent  years ,  pub l i c  hea l th  departments 
and county s o c i a l  se rv ice  departments have 
e i t h e r  provided these  se rv ices  d i r e c t l y  o r  
they have contracted with p r i v a t e  agencies 
f o r  them. Hospitals  have f o r  the  most 
p a r t  been excluded; however, they a r e  now 
showing major i n t e r e s t  i n  providing some 
of these  se rv ices ,  p a r t i c u l a r l y  home 
hea l th  ca re ,  hea l th  education, hea l th  
screening. In  one case ,  an adminis t ra tor  
included among the  h o s p i t a l ' s  f u t u r e  
r e s p o n s i b i l i t i e s  a  f u l l  range of  publ ic  
hea l th  and s o c i a l  se rv ices ,  including such 
se rv ices  a s  inspect ing  the  r e s t au ran t s  and 
monitoring a i r  q u a l i t y .  

3 
Health Board has been pr imar i ly  a  r eac t ive  
agency . 
Although it has had planning respons ib i l i -  

t i e s  s ince  i t s  c rea t ion ,  the  Health 
Board has not  u n t i l  r ecen t ly  made a  
major e f f o r t  t o  develop i t s  own view of 
the  region 's  h o s p i t a l  system and the  
way it ought t o  be developed. During 
1974, t h e  Board published a  hea l th  * 

chapter  f o r  the  Metropolitan Council 's  
Development Guide, but  t h i s  document 
d id  not descr ibe  fu tu re  spec i f i ca t ions  
f o r  the  h o s p i t a l  system. 

CONTROLLING 
HOSPITAL COSTS 
Current arrangements between providers  
and payers have resu l t ed  in,uncontrol led 
hosp i t a l  expenditures. 

The c o s t s  of hea l th  care  and p a r t i c u l a r l y  
the  h o s p i t a l  por t ion  have gone up f a s t e r  
than o ther  consumer products (see  Table 
1 4 ) .  In  1975, the  consumer p r i c e  index 

Table 14 

RISE I N  HEALTH CARE COST COMPARED TO OTHER CONSUMER GOODS 
1960-1975 

SOURCE: Report of Special  Senate Health Costs Subcommittee, 1975, page 4. 
Consumer Pr ice  Index Detai led Report, Bureau of Labor S t a t i s t i c s .  

CPI Semi-private 
Hospital Room 
Percent Change 

5.8% 

10.0% 
13.6% 
12.9% 

6.6% 
4.7% 

10.1% 

17.2% 

CPI Physicians'  
Fees 

Percent Change 

2.8% 

5.8% 
5.6% 
7.5% 

3.1% 
3.3% 

12.6% 

12.3% 

Period of Time 

Pre-Medicare/ 
Medicaid, 1960-1965 

Post-Medicare/ 
Medicaid 

1966 
1968 
1970 

Economic S t a b i l i z a t i o n  
1972 
1973 
1974 (Jan. -May) 

Post-Economic 
S t a b i l i z a t i o n  

1975 

f ~ o n s u m e r  Pr ice  Index 
(CPI) f o r  A l l  Items 

Percent Change 

1.3% 

2.9% 
4.2% 
5.9% 

3.3% 
6.2% 

12.6% 

9.1% 



f o r  a l l  consumer items increased  by 9.1%, 
f o r  phys ic ians '  fees  by 12.3%, and f o r  
h o s p i t a l  rooms by 17.2%. Except f o r  t h e  
pe r iod  of  wage and p r i c e  c o n t r o l  (1972- 
1973),  t h i s  has  been t h e  p a t t e r n  s i n c e  
t h e  e a r l y  1960s. 

A s  a r e s u l t  of  h ighe r  p r i c e s  and 
inc reases  i n  t h e  amount of ca re  being 
given, t h e  po r t ion  of  our  n a t i o n ' s  gross  

na t iona l  product  der ived  from hea l th  c a r e  
has grown from about 5% i n  1950 t o  about 
8% i n  1975 (see  Figure 3 ) .  Most of  t h i s  
growth has occurred s ince  1965. Between 
1950 and 1965, t h e  h e a l t h  c a r e  po r t ion  
of  t h e  GNP grew by only 1% (moving from 
5% t o  6% of the  GNP). Between 1965 and 
1975, t h e  h e a l t h  c a r e  share  grew by j u s t  
over  2% (moving from 6% t o  8.3% of  the  
GNP ) . 

Figure 3 

HEALTH WD HOSPITAL EXPENDITURES AS A 
PERCENT OF GROSS NATIONAL PRODUCT (GNP) 

% of 
Tota l  4 % 
U.S. 
GNP 

3 % 

A l l  h e a l t h  expenditures  

Hospital  expenditures  only 

C 

Time 

SOURCE: U. S. Department of Heal th,  Education and Welfare, ~ e s e a r c h  and 
S t a t i s t i c s  Nofe No. 20, 1975. Hospi ta l  S t a t i s t i c s ,  1976 Edi t ion ,  American Hospital  
Associat ion.  



Since 1965, t h e  sha re  of  t h e  n a t i o n ' s  
h e a l t h  c a r e  b i l l  pa id  by t h e  p u b l i c  has  
increased  s u b s t a n t i a l l y ,  going from about 
25% i n  1965 t o  j u s t  over  40% i n  1974. 
For h o s p i t a l  c a r e  a lone ,  t h e  p u b l i c ' s  
sha re  i s  much g r e a t e r .  About 55% of  t h e  
n a t i o n ' s  t o t a l  h o s p i t a l  b i l l  i n  1974 was 
pa id  by s t a t e  o r  l o c a l  government ( s ee  
Figure 4 ) .  

The way t h e  system now works, h o s p i t a l s  
have no major i n c e n t i v e  t o  l i m i t  t h e  
resources they make a v a i l a b l e  t o  doc to r s  
and p a t i e n t s .  

The h o s p i t a l  func t ions  i n  a world where 
both t h e  doc tor  and t h e  p a t i e n t  have 
l i t t l e  concern f o r  expenditures .  The 
p a t i e n t  u sua l ly  has  some kind of 

insurance ,  t h e  premium f o r  which he 
pays i n d i r e c t l y  through h i s  t axes  o r  a 
p a y r o l l  deduct ion.  The phys ic ian  makes 
a l l  dec i s ions  on what resources  w i l l  be  
used , b u t  he t o o  has no r e s p o n s i b i l i t y  
f o r  t h e  expenses i ncu r red .  Most physi- 
c i a n s  have no idea  of  what t he  h o s p i t a l  
charges f o r  t h e  s e r v i c e s  which they 
o rde r .  Only i n  r a r e  i n s t a n c e s  do physi- 
c i a n s  r ece ive  d u p l i c a t e  copies  of 
p a t i e n t s '  b i l l s .  

I n  1975, 92% of  a l l  h o s p i t a l  b i l l s  were 
pa id  through e i t h e r  Medicare/Medicaid 
(55%) o r  Blue Cross and p r i v a t e  i n su r -  
ance (36%).  Medicare/Medicaid reim- 
bursed according t o  a predetermined 
formula. P r i v a t e  i n s u r e r s  have t r a d i -  
t i o n a l l y  reimbursed h o s p i t a l s  according 

Figure 4 

Time 
---- .- ----.--- - - -- -. . --2 -- -- - ---- ---. - - - 

SOURCE: U .  S. S t a t i s t i c a l  Abs t r ac t s ,  1976, Tables 106 and 109 
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% of  To ta l  
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reimbursement formulas be based on 
"hospital charges or  t rue costs,  which- 
ever is less". More recently, Minne- 

t o  "charges". That is ,  i f  a procedure 
or  service was covered by insurance, the 
hospital was reimbursed for whatever it 
charged. The Medicare/Medicaid formu- 
l a s  have not been as generous. In many 
cases the government's formulas paid a t  
l e s s  than 100% of charges. 

Charges have not always reflected the 
hospi tal ' s  t rue cost for providing ser- 
vices. Many hospitals have charged ex- 
cessively for some services or treatments 
i n  order t o  keep down the charges for 
others o r  t o  support a service which is  
not covered by any reimbursement program. 
This practice,  known as cross-subsidiza- 
t ion,  is  commonly used i n  computing room 
ra tes  and drug charges. One local hospi- 
t a l  i s  reported t o  have been charging 
$29 for  an aspir in  tablet .  In t h i s  par- 
t icu lar  case, the p ro f i t  was being used 
t o  pay off the hospi tal ' s  construction 
debt; however, i n  other cases it has been 
used t o  provide laboratory o r  nursing ser- 
vice for  community cl inics .  Some hospi- 
t a l s  have also used cross-subsidization 
as a means of keeping t h e i r  room ra tes  
a r t i f i c i a l l y  low. The room ra t e  is  one 
of the most commonly reported hospital  
charges, and thus it has been advantageous 
for  hospitals t o  keep the charge as low 
as possible. To do th i s ,  hospitals, i n  
some cases, were charging $2.00 for  a 
box of Kleenex or  a pa i r  of paper s l ip-  
pers . 
1972 amendments t o  the Social Security 
Act required tha t  Medicare/Medicaid 

so ta ' s  hospital ra te  review program has 
been designed t o  expose cross-subsidiza- 
t ion. While these e f for t s  may end cross- 
subsidization and make hospital b i l l s  
more ref lect ive of t rue cost,  they w i l l  
not stop the r i s e  i n  hospital expendi- 
tures.  That is ,  they w i l l  have no ef fec t  
on the incentives i n  the system which 
urge pat ients  t o  seek the best possible 
care and encourage physicians t o  accormno- 
date them. 

The reimbursement system, with o r  with- 
out cross-subsidization, allows and pro- 
bably encourages the hospital  t o  cater  
t o  the wants of i ts  doctors and, through 
them, its patients.  Since physicians 
are  relat ively free t o  practice a t  the 
hospi tal(s)  of the i r  choice, they have 
a certain amount of bargaining power 
with the hospital  when it comes t o  the 
purchase of new equipment or  operating 
procedures. The reimbursement formulas 
give the la t i tude it needs t o  meet many 
of these demands. A hospital can pur- 
chase equipment or add a new service 
and meet the cost by charging fo r  the 
service a t  a ra te  which includes not 
only the operating, but also the capi tal  
o r  start-up expense associated with the 
new service. In other words, as  long 
as the hospital  has some assurance that  
i t s  doctors w i l l  use the new service 
and tha t  it w i l l  be covered by insurance, 
there is  l i t t l e  financial  r isk.  

It has been suggested tha t  the cost prob- 
lem might be solved i f  the private 
insurance industry took a harder l ine  i n  
i t s  reimbursement practices for hospi- 
t a l s .  For example, the companies might 
refuse t o  pay b i l l s  where the length- 
of-stay was exceptionally long with no 
medical just i f icat ion.  O r ,  they might 
expand the i r  e f for t s  t o  investigate 
claims or  items i n  b i l l s  where the 
charges seem excessive. O r ,  they might 
refuse t o  reimburse for  certain procedures 
except when performed on an out-patient 
basis. 

'glue Cross has, t o  a certain extent,  
been an exception. These plans got 
the i r  s t a r t  during the depression, when 
hospitals,  l i ke  other businesses, were 
having major problems with bad debts. 
Because Blue Cross could eliminate the 
r i sk  of bad debts for  patients covered 
under the i r  plan, Blue Cross was able 
t o  negotiate a discount with the hos- 
p i t a l s .  In Minnesota, Blue Cross reim- 
bursed a t  95% or  98% of charges. This 
practice continued i n  a modified form 
un t i l  t h i s  year. 



While t h i s  i ndus t ry  i s  by no means help- 
less, i t s  a b i l i t y  t o  l e a d  t h e  f i g h t  t o  
c o n t r o l  h o s p i t a l  expendi tures  i s  seve re ly  
l i m i t e d  f o r  s e v e r a l  reasons.  F i r s t ,  
t h e r e  a r e  over  200 insurance companies 
w r i t i n g  h e a l t h  insurance p o l i c i e s  i n  
Minnesota. No s i n g l e  f i rm  s e l l s  t o  more 
than  5% of t h e  market. Blue Cross 
(which, t e c h n i c a l l y  speaking, is n o t  
considered an  insurance company) covers  
only  about  20% of Minnesota r e s i d e n t s .  
A s  a r e s u l t ,  t h e  insurance  p rov ide r s  a r e  
no t  e a s i l y  organized.  Furthermore, i f  
t h e  insurance  companies t r i e d  t o  orga- 
n i ze ,  it is  l i k e l y  they  would f a c e  
charges  of  r e s t r a i n i n g  t r ade .  

Second, s t a t e  law d i c t a t e s  t o  a consider-  
a b l e  e x t e n t  t he  k inds  of  coverage which 
must be provided, and as a r e s u l t  t h e  
companies a r e  no t  e n t i r e l y  f r e e  t o  l i m i t  
coverage. Third,  t h e  companies say  they 
have never v igorous ly  i n v e s t i g a t e d  
claims because such e f f o r t s  have always 
been seen by doc to r s  and p a t i e n t s  as 
p o t e n t i a l l y  i n t e r f e r i n g  with medical 
p r a c t i c e  and q u a l i t y  of  ca re .  Employers 
have n o t  encouraged insurance companies 
t o  i n v e s t i g a t e  claims because t h e i r  
employees a r e  l i k e l y  t o  be he ld  respon- 
s i b l e  f o r  any unpaid b i l l  and t h i s  w i l l  
h u r t  employer-employee r e l a t i o n s .  

F i n a l l y ,  insurance  companies have t h e  
o p t i o n  of r a i s i n g  premiums as t h e  claims 
they must pay inc rease .  That is ,  they  
can p a s s  t h e  increased  c o s t ,  and t h e r e f o r e  
t h e  problem, on t o  whoever pays t h e  pre-  
m i u m  (u sua l ly  an employer).  

Administrat ive r e g u l a t i o n ,  market incen- 
t i v e s ,  o r  a combination of both could be 
1. 
Under e i t h e r  s t r a t e g y  it i s  e s s e n t i a l  
t h a t  p rov ide r s  and consumers be grouped. 
Degree of  o rgan iza t ions  can vary,  b u t  
t h e r e  must be some kind of grouping t o  
e s t a b l i s h  c o n t r o l  over  spending and t o  
ensure  h igh-qual i ty  ca re .  Without group- 
i ng ,  t h e  performance of  t h e  h e a l t h  ca re  
system is  impossible  t o  t r ack .  It is 
impossible  t o  make any l i n k  between t h e  

amount of c a r e  and t h e  outcome. For 
example, i f  t h e  phys ic ians  a r e  grouped 
and t h e  p a t i e n t s  a r e  n o t ,  it may be 
r e l a t i v e l y  easy t o  keep t r a c k  of  bo th  
t h e  amount and c o s t  of t he  ca re  they 
g ive ,  b u t  we cannot be  s u r e  of  i t s  

a 

e f f e c t  on t h e  p a t i e n t  because he could 
have a l s o  been g e t t i n g  ca re  from some . 
o t h e r  source.  By grouping the  p a t i e n t s ,  
it becomes e a s i e r  t o  keep t r a c k  of t he  
ca re  they r e c e i v e ,  i ts  q u a l i t y  and c o s t .  

The purpose o f  grouping phys ic ians  and 
p a t i e n t s  could be achieved with varying 
degrees of o rgan iza t ion .  A t  one extreme 
would be a mu l t i - spec i a l ty  group of phy- 
s i c i a n s  who p r a c t i c e  i n  t h e  same o f f i c e  
and provide a f u l l  range of medical s e r -  
v i c e s  f o r  a s p e c i f i c  group of people.  
A t  t h e  o t h e r  extreme might be a group of 
phys ic ians  who p r a c t i c e  i n  s e p a r a t e  
o f f i c e s ,  wi th  members of  t h e  p a t i e n t  
group choosing f r e e l y  among them when 
they  need c a r e .  The method used t o  pay 
f o r  c a r e  is  no t  a f f e c t e d  by the  type of 
grouping. Prepayment o r  fee- for -serv ice  
is p o s s i b l e  wi th  almost any type of 
grouping. (For examples of  two 
approaches t o  grouping, s e e  t h e  
d e s c r i p t i o n  of Heal th Maintenance 
Organizat ions on page 66 and Heal th 
Care Al l iances  on page 70. 

Once providers  and consumers a r e  grouped, 
s t r a t e g y  is focused on admin i s t r a t i ve  
r e g u l a t i o n ,  o r  market i ncen t ives  can be 
used t o  c o n t r o l  q u a l i t y  and spending. 
The two s t r a t e g i e s  have major d i f f e r -  
ences (see Table 15 ) .  

Combinations of  t h e  two s t r a t e g i e s  a r e  
a l s o  poss ib l e .  A system of  "performance 
based" r egu la t ion  might a l low any h e a l t h  
c a r e  p l a n  ( t h a t  is ,  a group of  p rov ide r s  
s e rv ing  a def ined  popula t ion)  t o  escape 
r egu la t ion  as long a s  it met c e r t a i n  
s tandards  regard ing  expendi tures  and 
q u a l i t y .  For example, i f  t h e  community 
had a goa l  of  keeping t h e  annual r a t e  
of  i nc rease  i n  h o s p i t a l  spending a t  9% 
o r  l e s s ,  then any h e a l t h  c a r e  p l an  which 
kep t  i ts  c o s t  i nc rease  below 9% would be 
exempt from any k ind  o f  r egu la t ion .  



Table 15  

COMPARISON OF STRATEGIES FOR HOSPITAL COST CONTROL 

Table 16  

CERTIFICATE-OF-NEED (C/N) APPROVALS, DENIALS, REMANDS, 1972-1977* 

S t r a t egy  

Administrat ive 
r egu la t ion  

Market 
i ncen t ives  

SOURCE: Minnesota Department o f  Heal th.  

Year 

1972 

1973 

1974 

1975 

1976 

1977 
( t o  
1977) 

Tota l :  

*Excludes Veterans Admiqistrat ion Hospi ta l ,  Anoka, G i l l e t t e  and Hast ings S t a t e  
Hospi ta l s .  

P r i c e s  

P r i c e s  
s e t  by 
r e g u l a t o r  

Market 
s e t s  the  
p r i c e  

Organizat ion 

Limited number of  
p rov ide r  groups, 
working i n  a monopo- 
l i s t i c  environment 

Mul t ip le  p rov ide r  
groups wi th  a v a r i e t y  
o f  o r g a n i z a t i o n a l  
forms.. . .competi t ion 
f o r  consumers 

**This a p p l i c a t i o n  f o r  t h e  Ridges Heal th Center  was re-submitted i n  1975 and 
approved. 

Grouping of Consumers 

Geographic; persons 
l i v i n g  o r  working i n  
a p a r t i c u l a r  l o c a t i o n  
a r e  served  by a 
des igna ted  p rov ide r  

Free choice :  Con- 
sumers choose t h e  
o rgan iza t ion  t h a t  
meets t h e i r  budget 
and q u a l i t y  demands 

Number 
o f  C/N 
Issued 

1 3  

4 

12 

8 

21 

11 

6 9 

Cost of  
P r o j e c t  
Remanded 

$1,345,000 

- 
- 
- 
- 
- 

$1345,000 

Cost of  
P r o j e c t s  

Issued C/N 

$ 86,083,000 

7,650,000 

2,900,000 

6,109,000 

120,393,000 

26,376,000 

$249,511,000 

Cost o f  
P r o j e c t s  

Denied C/N 

$ 300,000 

1,345,000** 

- 
- 
- 
- 

$1,645,000 

Number 
o f  C/N 
Denied 

1 

1 

- 
- 
- 
- 

2 

- Number 
of C/N 

Remanded 

1 

- 
- 
- 
- 
- 

1 
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" Parts of the regulatory system are 

already i n  place. 

The most prominent par t  of the existing 
regulatory system i s  the s t a t e ' s  c e r t i f i -  
cate-of-need law. Table 16 summarizes the 
actions taken under t h i s  law. Only two 
requests for ce r t i f i ca te s  have been 
denied, and i n  both cases the hospitals 
re-submitted the i r  requests and had them 
approved. In eleven cases the Health 
Board has modified the request before 
recommending that  the ce r t i f i ca te  be 
approved. 

In addition t o  the extremely low ra te  of 
denial, the impact of the certificate-of- 
need law i n  controlling hospital expendi- 
tures  has been limited because: 

-The certificate-of-need law w i l l  not 
necessarily resul t  i n  reduced u t i l iza-  
t ion of health services. While it may 
l i m i t  expansion of the system, it does 
not l i m i t  the extent t o  which existing 
capacity can be used. 

-The doctor's off ice has been exempted 
from the requirement of obtaining a 
cer t i f ica te .  While in-hospital u t i l i -  
zation may be limited by controlling 
the amount of available f a c i l i t i e s ,  
t o t a l  u t i l iza t ion  has not decreased 
because services are  available i n  the 
physician's office.  

-The Health Board can only react t o  pro- 
posals by hospitals and cannot i n i t i a t e  
action t o  reshape or  reduce the s ize  of 
the hospital system. The Health Board 
has begun attaching conditions t o  i t s  
recommendations, but the legal i ty  of 
t h i s  action has not been tested. 

-Requests for certificates-of-need are 
reviewed one by one throughout the year. 
The Health Board has not s e t  any goals 
(or cei l ings)  for t o t a l  capi tal  spend- 
ing per year. A s  a resul t ,  i f  any hos- 
p i t a l  can prove need, or  i f  the Health 
Board cannot prove there is no need, 
then there is l i t t l e  alternative but t o  
make a positive recommendation. 

-Individual hospitals have not been 
required t o  submit long-range plans as 
a part  of the i r  requests. A t  times the 
Health Board may have recommended tha t  
a ce r t i f i ca te  be granted without know- 
ing tha t  it was part  of a much larger - .  

plan for  the hospital. For example, a 
hospital might f i r s t  request permission 
t o  i n s t a l l  a C.A.T. Body Scanner and 
then l a t e r  return with a request to  
expand its ent ire  radiology department, 
arguing tha t  with the scanner it has 
become a major radiology center. 

-The process focuses attention on capi tal  
expenditures and away from operating 
expenditures. By comparison, operating 
expenses f a r  outweigh capital  spending. 
In approximately two budget years, the 
average hospi tal ' s  operating expenses 
w i l l  equal i ts  t o t a l  capi tal  investment. 

-Like other regulatory procedures, the 
process i s  time-consuming and sometimes 
cumbersome. 

The certificate-of-need has t o  a certain 
extent been effective i n  reducing hospital 
expenditures and had some positive effect  
on the hospital system. For example: 

-The process i t s e l f  has probably been a 
deterrent t o  some kinds of construction. 
That i s ,  knowing they would have t o  go 
through the review process and fearing 
rejection has probably discouraged some 
hospitals from considering certain kinds 
of projects--for example, bed expansion. 

-Hospital truskees and administrators can 
use the review process and the i r  concern 
about rejection as a means of resis t ing 
pressure from doctors and others t o  
expand f a c i l i t i e s .  

-Hospitals have been forced t o  plan the i r  
capi tal  programs with a greater amount 
of care. While it has been mostly pr i-  
vate,  many probably in i t i a t ed  the i r  own 
internal long-range planning programs. 

-Hospitals have f e l t  more pressure t o  
begin sharing programs and services with 
other hospitals. 



In add i t ion  t o  the  cer t i f ica te-of-need,  
the  s t a t e ' s  mandatory r a t e  review program 
is the  second major component of  t h e  
regula tory  s t r a t e g y  which is already i n  
place.  The mandatory r a t e  review program 
was enacted during the  1975 l e g i s l a t i v e  
sess ion .  The law requires  t h a t  every 
hosp i t a l  i n  the  s t a t e  have i t s  r a t e s  
reviewed on an annual bas i s .  This review 
can be done e i t h e r  by the  Minnesota 
Department of  Health o r  by an outs ide  
agency authorized by t h e  Health Depart- 
ment. The Minnesota Hospital  Association 
has s e t  up a r a t e  review program and been 
authorized by the  s t a t e  t o  do reviews. 
With the  exception of  a  couple of out- 
s t a t e  h o s p i t a l s ,  a l l  h o s p i t a l s  a r e  now 
being reviewed by the  Minnesota Hospital  
Association program. 

The program has been given au thor i ty  t o  
review rates and not  t o  set rates. Hos- 
p i t a l s  a r e  not  bound by t h e  f indings of 
the  r a t e  review process. That is ,  they 
may f i x  t h e i r  r a t e s  a t  higher l e v e l s  than 
those recommended through t h e  annual re-  
view. However, it is widely held t h a t  
h o s p i t a l s  w i l l  not  ignore the  comments 
they receive  through the  r a t e  review pro- 
cess.  I f  they do, they f e a r  t h a t  the  
Legis la ture  could e a s i l y  change the  law 
t o  allow r a t e  s e t t i n g  r a t h e r  than r a t e  
review. The machinery s e t  up t o  do re- 
views could be e a s i l y  adapted t o  a  r a t e  
s e t t i n g  program. 

In i ts  recent  con t rac t  negot ia t ions  with 
the  s t a t e ' s  hosp i t a l s ,  Blue Cross has 
taken some s t e p s  t o  requi re  h o s p i t a l s  t o  
abide by the  decis ions  of the  r a t e  review 
program. New con t rac t s  s t a t e  t h a t  hospi- 
t a l s  w i l l  be reimbursed a t  the  r a t e s  
recommended by r a t e  review o r  l e s s .  Blue 
Cross insures  about 20% of t h e  s t a t e ' s  
populat ion,  and i t s  ac t ions  b r ing  t h i s  
por t ion  o f  the  populat ion i n t o  a r a t e  
s e t t i n g  s i t u a t i o n .  

A s  it is  cur ren t ly  functioning,  the  r a t e  
review program i s  aimed a t  insur ing  t h a t  
h o s p i t a l s  a r e  competently managed. Based 
pr imar i ly  on the  h o s p i t a l ' s  s i z e ,  occu- 
pancy and case mix, assumptions a r e  made 
about i t s  r a t e  s t r u c t u r e .  A s  was t r u e  
with the  Profess ional  Standards ~ e v i e w  

Organization (PSRO) review, these  assump- 
t i o n s  a r e  based on a community standard 
formulated from the  r a t e s  of o t h e r  hos- 
p i t a l s  i n  the  community having s i m i l a r  
case mixes and being of s i m i l a r  s i z e  
and occupancy. Hospitals  with r a t e s  
higher than what had been assumed a r e  
given the  c l o s e s t  review. 

I n  the  review process,  h o s p i t a l s  a r e  not  
cu r ren t ly  penalized ( t h a t  i s ,  given nega- 
t i v e  comments) f o r  low occupancy. A s  
such, they a r e  permit ted t o  r a i s e  t h e i r  
charges t o  whatever l e v e l  is necesssary 
i n  order  t o  cover t h e i r  cos t s .  Rate 
review w i l l  watch c a r e f u l l y  t o  make sure  
the  adminis t ra tor  has done a s  much a s  
poss ib le  t o  c u t  h i s  variable costs . . . 
f o r  example, t o  have c u t  s t a f f ,  closed 
o f f  a  wing, o r  taken o the r  s t eps  cons i s t en t  
with low occupancy. But, a t  t h i s  time, it 
is not  suggesting t h a t  the  h o s p i t a l s  with 
low occupancy a l s o  c u t  t h e i r  f ixed c o s t s  
. . . t h a t  is ,  permanently c lose  o r  s e l l  
a  por t ion  of t h e i r  f a c i l i t i e s .  

Unt i l  t he  r a t e  review program begins t o  
watch f ixed c o s t s  a s  c lose ly  a s  it appears 
t o  be reviewing va r i ab le  c o s t s ,  it is  un- 
l i k e l y  t h a t  it w i l l  b r ing  about any s ign i -  
f i c a n t  con t ro l  over expenditures. A t  pre- 
s e n t ,  h o s p i t a l s  seem t o  be under l i t t l e  
pressure  t o  take s t e p s  t o  lower t h e i r  
f ixed cos t s .  Rather, they a r e  permitted 
t o  increase  charges f o r  those se rv ices  
which a r e  f u l l y  used i n  order  t o  cover 
t h e i r  expenses f o r  maintaining unused o r  - 
under-ut i l ized f a c i l i t i e s .  

The cer t i f ica te-of-need and the  r a t e  
review process .are  cu r ren t ly  run sepa- 
r a t e l y .  The Health Board is responsible 
f o r  the  former and the  Minnesota Hospi- 
t a l  Association f o r  the  l a t t e r .  There 
is  some coordinat ion a t  the  s t a t e  l e v e l .  
Both programs a r e  under the  au thor i ty  of 
the  Commissioner of Health. Locally, 
however, the re  a r e  no formal t i e s .  This 
could f u r t h e r  l i m i t  the  e f fec t iveness  of 
r a t e  review o r  even a r a t e  s e t t i n g  pro- 
gram. A recent  case i n  Maryland (a  
s t a t e  with r a t e  s e t t i n g )  w i l l  i l l u s t r a t e .  
A hosp i t a l  applied f o r  and was granted 
a cer t i f ica te-of-need t o  expand. A s  a  
r e s u l t  of the expansion, the  h o s p i t a l ' s  



proposed r a t e s  were higher than what had 
been s e t  by t h e  s t a t e ' s  r a t e  s e t t i n g  pro- 
gram. The h o s p i t a l  took the  case t o  
cour t ,  and the  Maryland Supreme Court 
ru led  t h a t  the hosp i t a l  had the  au thor i ty  
t o  charge higher r a t e s  because it was 
doing s o  t o  'meet a recognized community 
need' acknowledged by the  grant ing  of a 
c e r t i f  icate-of-need. The same s i t u a t i o n  
could a r i s e  i n  Minnesota. 

The Health Board's planning a c t i v i t i e s  i s  
the  t h i r d  major component of  the  regula- 
t o r y  s t r a t egy .  While the  Health Board 
has e s t ab l i shed  c r i t e r i a  f o r  use i n  
evaluat ing  reques ts  f o r  c e r t i f i c a t e s - o f -  
need, it is j u s t  now i n  the  process of 
developing a long-range plan f o r  t h e  
r eg ion ' s  h o s p i t a l  system. This planning 
e f f o r t  i s  a major opportunity f o r  the  
Health Board t o  s e t  ou t  i t s  v i s ion  of  the  
f u t u r e  s i z e ,  shape and s t r u c t u r e  of t h e  
r eg ion ' s  h o s p i t a l  system. To implement 
i ts plan ,  t h e  Health Board can use i ts  
cer t i f ica te-of-need reviews, the  appro- 
p r i a t e n e s s  reviews required under the  
National Health Planning and Resources 
Development Act, and, i f  a cooperat ive 
r e l a t ionsh ip  can be worked ou t ,  the  r a t e  
review program. With these  ac t ions ,  the  
Health Board w i l l  s t i l l  be re ly ing  on 
e s s e n t i a l l y  r eac t ive  measures t o  imple- 
ment i ts  plan;  however, unlike the  p a s t ,  
it could be reac t ing  with a c l e a r e r  pic-  
t u r e  v i s ion  of the  s i z e ,  shape and 
s t r u c t u r e  of  the  region 's  hosp i t a l  
system. 

Local Health Maintenance Organizations 
(HMOs) could be t h e  b a s i s  f o r  bui ld ing 
market incent ives .  

Mult i-special ty physician groups each 
serving a defined p a t i e n t  group a t  a 
predetermined annual charge--i.e., Health 
Maintenance Organizations (HMOs)--cornpet- 
ing  with each o the r  and the  fee-for- 
se rv ice  system f o r  p a t i e n t s ,  may be a 
means of c o s t  containment and an a l t e rna -  
t i v e  t o  regula t ion .  The HMO and o the r  
prepaid hea l th  de l ive ry  p lans  introduce 
a d i f f e r e n t  s e t  of incent ives  i n t o  the  
hea l th  care  system. They a r e  s t ruc tu red  

with c o s t  con t ro l  a s  a major ob jec t ive  
along with high-quality care .  HMO pro- 
v iders  have a l imi ted  amount of funds 
with which t o  provide a f u l l  range of 
ca re  f o r  t h e i r  members. With the  
th i rd-par ty  reimbursement p lans ,  pro- . 
viders  work'on a fee-for-service b a s i s  
and a r e  under no s i m i l a r  pressure t o  
budget t h e i r  use of hea l th  services .  

I f  the  HMO can provide a f u l l  range of 
se rv ices  a t  lower c o s t  than the  fee- 
for-service providers  with an accept- 
a b l e  l e v e l  of q u a l i t y ,  then it can 
become a major competitive force  i n  
the  hea l th  market p lace .  Evidence of 
t h i s  was found i n  a study completed by 
the  Federal Trade Commission (FTC) and 
reported on i n  the  August 5, 1977, 
Wall S t r e e t  Journal .  The FTC found 
t h a t ,  "Blue Cross . . . maintains i ts  
lowest 'bed u t i l i z a t i o n  r a t e s '  . . . 
where HMOs have the  g r e a t e s t  share  of 
the  market." The repor t  a l s o  observed 
t h a t  i n  communities where HMOs were of 
s i g n i f i c a n t  s i z e ,  ". . . heal th  insur-  
ance companies pu t  g rea te r  pressure on 
h o s p i t a l s  and doctors  t o  hold down 
c o s t s .  

Because of i t s  l imi ted  budget, HMOs t r y  
t o  l i m i t  hosp i t a l i za t ion .  They hospi ta l -  
i z e  a t  a r a t e  s i g n i f i c a n t l y  lower than 
t h a t  f o r  comparable populations receiv- 
ing  care  through the  fee-for-service 
system. For example, i n  1976 t h e  hos- 
p i t a l  u t i l i z a t i o n  r a t e  f o r  a l l  l o c a l  
HMOs was about 500 days pe r  1,000 
enro l l ees .  The range was 475 days pe r  
1,000 t o  700 days pe r  1,000 enro l l ees .  
For the  metropolitan a r e a  a s  a whole, 
t h e  u t i l i z a t i o n  r a t e  (adjusted t o  el imi-  
na te  use by non-residents) was about 
1,350 days pe r  1,000 population. . - '  

Par t  of the  d i f ference  i n  u t i l i z a t i o n  
r a t e s  may be accounted f o r  by d i f f e r -  
ences i n  the  c h a r a c t e r i s t i c s  of t h e  
populations being compared. Twin 
C i t i e s  HMO members a r e ,  f o r  the  most 
p a r t ,  a l l  under age 65 and e i t h e r  
employed o r  members of  the  immediate 
family of an employed person. I t  i s  



l o g i c a l  t o  expect t h a t  they w i l l  use l e s s  
p a t i e n t  days than the  populat ion i n  
genera l .  

A b e t t e r  comparison of  HMO and fee-for-  
s e r v i c e  h o s p i t a l  use would be with 
another  group of  persons under 65 and 
employed. Blue Cross o f  Minnesota 
r e p o r t s  t h a t  t h e i r  e n r o l l e e s  used hospi- 
t a l  days a t  a  r a t e  of 900 p e r  1,000 
e n r o l l e e s ,  s i g n i f i c a n t l y  g r e a t e r  than t h e  
500 days p e r  1,000 repor ted  by the  HMOs. 
Again, t h e r e  a r e  some problems wi th  t h i s  
comparison. The Blue Cross r a t e  is  f o r  
a l l  o f  t h e i r  e n r o l l e e s  i n  Minnesota, a  
l a r g e  share  of which come from the  I ron  
Range. A t  l e a s t  a  p o r t i o n  of  t h e  d i f f e r -  
ence i n  the u t i l i z a t i o n  r a t e s  may be  
accounted f o r  by the  f a c t  t h a t  a  dispro-  
p o r t i o n a t e  sha re  of Blue Cross ' s  e n r o l l e e s  
a r e  engaged i n  r e l a t i v e l y  hazardous work. 
This d i f f e rence  alone,  however, cannot 
account f o r  t h e  e n t i r e  d i f f e rence  o f  
400 days p e r  1,000. Some o f  it must be 
explained by t h e  HMO's  s t r u c t u r e .  Aside 
from d i f f e rences  i n  job c h a r a c t e r i s t i c s ,  
t h e  h e a l t h  de l ive ry  system i s  the  only 
major d i f f e rence  between t h e  Blue Cross 
and t h e  HMO populat ions.  

The Twin C i t i e s  a l ready has seven func- 
t i o n i n g  HMOs and t h e  beginnings o f  a  com- 
p e t i t i v e  system. Both t h e  s i z e  and number 
of HMOs have grown rap id ly  i n  t h e  l as t  few 
years .  In 1972 t h e  region had only one 
HMO with about 50,000 e n r o l l e e s .  Today 
t h e r e  a r e  seven HMOs wi th  about 150,000 
members (about 8% o f  the  Twin C i t i e s  popu- 
l a t i o n ) .  Tables 17 and 18 desc r ibe  t h e i r  
opera t ion .  

With t h e  exception of  t h e  Physicians 
Health Plan and t h e  Minnesota Health 
Maintenance Network, a l l  of t h e  l o c a l  
HMOs ope ra t e  t h e i r  own c l i n i c s ,  which a r e  
s t a f f e d  by phys ic ians  employed by t h e  
p lans .  The a v a i l a b i l i t y  of  ex tens ive  
d i agnos t i c  and t rea tment  f a c i l i t i e s  a t  
t h e  c l i n i c s  is  one way i n  which t h e  HMOs 
a r e  a b l e  t o  minimize t h e i r  use of  t h e  
h o s p i t a l .  Three of  t h e  p l ans  (Group 
Health, MedCenter, N ico l l e t -E i t e l )  have 
more than  one c l i n i c  s i t e .  Group Health 

has seven c l i n i c s .  MedCenter c o n t r a c t s  
with phys ic ians  i n  S t .  Paul ,  Shakopee 
and Coon Rapids t o  provide s e r v i c e  f o r  
members i n  these  p a r t s  of t h e  metro- 
p o l i t a n  a rea ;  however, s ince  it is  a 
subs id i a ry  o f  t h e  S t .  Louis Park 
Medical Center ,  most of t h e  p l a n ' s  
work is  done a t  t h e  medical cen te r .  
N ico l l e t -E i t e l  has t h r e e  loca t ions :  
Central  Minneapolis, Wayzata and 
Burnsvi l le .  Both the  SHARE and t h e  
Ramsey Health Plans a r e  hospi tal-based 
(Samaritan and S t .  Paul-Ramsey, respec- 
t i v e l y )  and have r.o s a t e l l i t e  l o c a t i o n s .  

Both the  Physicians Health Plan (PHP) 
and t h e  Minnesota Health Maintenance 
Network (MHMN) a r e  organized a s  Inde- 
pendent P rac t i ce  Associat ions (IPA). 
The p l ans  do not  own t h e i r  own c l i n i c s  
and do not  employ doctors .  Rather,  
doc tors  jo in  the  a s s o c i a t i o n  and a r e  
then author ized  t o  t r e a t  members of 
t h e  p lan .  A s  a  condi t ion  of jo in ing  
t h e  a s soc ia t ion  and an  incen t ive  f o r  
c o s t  c o n t r o l ,  member doctors  a r e  reim- 
bursed f o r  t h e i r  s e r v i c e s  a t  a  pre-  
determined discounted r a t e .  For 
example, PHP was reimbursing a t  80% of  
charges and r ecen t ly  decreased t h a t  t o  
70% of charges.  A t  t h e  end of each 
yea r ,  members of t h e  a s s o c i a t i o n  
r ece ive  a  bonus from the  p lan  provided 
it has operated i n  the  black.  This 
bonus serves  t o  make up f o r  the  d i s -  
count which the  phys ic ians  granted  
dur ing  the  year .  

The IPAs o f f e r  t h e i r  members a  broader 
s e l e c t i o n  of  phys ic ians .  The Physicians 
Health Plan has about 1,100 phys ic ians  
a s soc ia t ed  with it. By having such a 
l a r g e  number o f  phys ic ians ,  people can 
jo in  an HMO without a l s o  changing t h e i r  
doctor .  The I P A  i s  more d i f f i c u l t  t o  
manage because it is  s o  decen t ra l i zed .  
With each phys ic ian  p r a c t i c i n g  i n  h i s  
own o f f i c e ,  t h e  p l an  cannot oversee 
t h e i r  use of  s e rv ices  a s  e a s i l y  a s  when 
a l l  of t he  phys ic ians  a r e  p r a c t i c i n g  a t  
a  s i n g l e  o r  l i m i t e d  group of plan-owned 
c l i n i c s .  
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Table 17 

GROWTH OF MEMBERSHIP I N  TWIN CITIES HMOs, 1972-1976 

J u l y  
Name 1972 

Group Heal th Plan,  Inc.  (1955) * 1 46 , 000 

Ramsey Health Plan (1972) I - 

SHARF: Heal th Plan (1974) - 
MedCenter Health Plan (1972) - 
N i c o l l e t - E i t e l  Family Health - 

Plan (1973) 

Minnesota Heal th Maintenance - 
Network Plan (Blue Cross 

, Plan)  (1974) 

Physicians Health P lan  (1975) I - 
T o t a l s  1 46r000 

J u l y  J u l y  J u l y  Jan.  
1974 1975 1976 1977 

SOURCE: Twin C i t i e s  Health Care Development P r o j e c t  

*Date became o p e r a t i o n a l  

Hosp i t a l i za t ion  i n  IPA p lans  i s  a l s o  more 
d i f f i c u l t  t o  con t ro l .  Physicians a r e  
l i k e l y  t o  cont inue us ing  t h e  h o s p i t a l  
wi thout  any s p e c i a l  concern f o r  c o s t .  
Many w i l l  need it f o r  d i agnos t i c  purposes 
because they do n o t  have e l a b o r a t e  o f f i c e  
equipment. This  has  been t h e  case  wi th  
t h e  PHP. A s  a  r e s u l t ,  t h e  p l an  now 
r e q u i r e s  i ts  phys ic ians  t o  adv i se  t h e  
p l an  before  h o s p i t a l i z i n g  except  i n  
emergency cases .  This  s t e p  helped t o  
b r i n g  t h e  p l an  i n t o  t h e  black f o r  June 
1977 and t o  break even f o r  t h e  month of  
Ju ly .  Without i ts  a c t i o n  t o  c o n t r o l  hos- 
p i t a l i z a t i o n ,  t h e  PHP would be i n  s e r i o u s  
f i n a n c i a l  t r o u b l e .  I f  it r a i s e d  i t s  
r a t e  i n  o rde r  t o  pay f o r  t h e  h ighe r  hos- 
p i t a l  use r a t e s ,  it would not  be ab l e  t o  
compete wi th  o t h e r  HMOs and insurance  
p l ans .  

To s t i m u l a t e  development of HMOs, Con- 
g r e s s  e s t a b l i s h e d  a  loan  and g r a n t  pro- 
gram f o r  f e d e r a l l y  q u a l i f i e d  HMOs i n  
1973. I n  a d d i t i o n  t o  f i n a n c i a l  suppor t ,  
t h e  Health Maintenance Organizat ion Act 
a l s o  requi red  t h a t  a l l  employers wi th  
g r e a t e r  than  25 employees o f f e r  an HMO 
opt ion  a s  a  p a r t  o f  t h e i r  h e a l t h  bene- 
f i t  package, i f  a  f e d e r a l l y  q u a l i f i e d  
HMO i s  o p e r a t i o n a l  i n  t h e i r  community. 
To d a t e ,  only 41 HMOs ( i nc lud ing  t h e  
SHARE p lan  i n  S t .  Paul)  have been ab le  
t o  meet t h e  requirements t o  become 
f e d e r a l l y  q u a l i f i e d .  So few p l a n s  have 
become q u a l i f i e d  because t h e  b e n e f i t  
package requi red  t o  r ece ive  f e d e r a l  
q u a l i f i c a t i o n  is s o  broad t h a t  few HMOs 
could o f f e r  it and remain competi t ive 
with t r a d i t i o n a l  insurance  programs. 
Amendments t o  t h e  law i n  1976 were 



Table 18 

HOSPITAL UTILIZATION BY TWIN CITIES HMOs, 1976 

Name 

Group Health Plan, 
Inc. (1955)* 

MedCenter Health 
Plan (1972) 

Ram~ey Health Plan 
(1972) 

Methodist 
S t .  F ranc i s  
S t .  John's  
Mercy 

m 

Approximate Percent  o f  
Hosp i t a l ' s  Tota l  U s e  
Due t o  HMO P a t i e n t s  

Use o f  Hospi- 
t a l  ( P a t i e n t  

Days p e r  1,000 
Enrol lees)  

. 500 

4% (based on MedCenter ' s 
.5% use of  5,700 p a t i e n t  
-2% days a t  Methodist,  
2% 1,200 days a t  Mercy, 

240 a t  S t .  John's  and 
160 a t  S t .  Francis )  

Hospi ta l  
A f f i l i a t i o n  

708 

Fairview*" 40% (based on GHP's use o f  
45,000 p a t i e n t  days a t  
Fairview 

S t .  Paul- 
Ramsey 

Nico l l e t -E i t e l  
Family Health 
Plan (1973) 

2% (based on RHP's use of 
2,500 p a t i e n t  days a t  
S t .  Paul-Ramsey 

SHARE Health 
Plan (1974) 

610 

Minnesota Health 
Maintenance Network 
Plan - Blue Cross 
Plan (1974) 

Average I 510 I - I - 

475 

Physicians Health 
Plan (1975) 

SOURCE: In t e r s tudy  (1976 use  rates o n l y ) .  Share o f  each h o s p i t a l ' s  use from 
HMO members w a s  ca l cu la t ed  wi th  d a t a  from t h e  ~ e t r o p o l i t a n  Health Board and assum- 
i n g  t h a t  aZZ h o s p i t a l i z a t i o n  occurred a t  t h e  named h o s p i t a l .  

E i t e l  

650 

*Year became ope ra t iona l .  

6% (based on N-E's use of  
1,950 p a t i e n t  days a t  
E i t e l )  

Samaritan 

688 

**Group Health h o s p i t a l i z e s  eye p a t i e n t s  a t  M t .  S i n a i  Hospital .  

31% (based on SHARE'S use  o f  
5,800 p a t i e n t  days a t  
Samaritan) 

Not 
s p e c i f i e d  - 

Not 
s p e c i f i e d  

- 



designed t o  ease requirements and encour- 
age development. 

Consistent  with 1976 amendments, t h e r e  
a l s o  appears t o  be growing i n t e r e s t  i n  
HMOs coming from HEW, the  fede ra l  agency 
responsible f o r  q u a l i f i c a t i o n .  An a r t i -  
c l e  i n  the  Ju ly  23, 1977 i s s u e  of the  
National Journal  reported t h a t  the  
Car te r  Administration i s  ". . . planning 
t o  r e v i t a l i z e  t h e  Department of Health, 
Education and Welfare's t roubled HMO 
program." The a r t i c l e  d e t a i l e d  s t eps  
being taken by the  adminis t ra t ion  t o  
encourage HMO development including:  
Major personnel changes, a  commitment 
t o  reduce the  backlog of HMOs seeking 
q u a l i f i c a t i o n s  and t o  seek ways of 
expanding HMO membership by Medicare/ 
Medicaid r ec ip ien t s .  

Business has a l s o  been showing s igns  of 
g rea te r  i n t e r e s t  i n  the  development of 
prepaid hea l th  de l ivery  plans. The 
National Association of Employers on 
Health Maintenance Organizations (NAEHMO) 
was formed i n  the Twin C i t i e s  i n  e a r l y  
1976. By the end of t h a t  year ,  it had 
87 corporate members, each employing an 
average of 30,000 persons. R. J. Rey- 
nolds Indus t r i e s  of Winston-Salem, North 
Carolina, e s t ab l i shed  i t s  own HMO i n  1976. 
Hospital  use f o r  en ro l l ees  has decreased 
from about 900 days per  1,000 t o  about 
450 days pe r  1,000. More recen t ly ,  t h e  
Ford Motor Company has been se r ious ly  
considering s t a r t i n g  i t s  own HMO f o r  
employees i n  southeastern Michigan, where 
over ha l f  of Ford 's  hea l th  care  expenses 
a r e  incurred.  Locally, seve ra l  major 
companies a r e  already o f f e r i n g  the  HMO 
option,  among them General M i l l s ,  Dayton- 
Hudson, C a r g i l l ,  F i r s t  National Bank of 
Minneapolis, and the  University of 
Minnesota. Control Data i s  i n  the  midst 
of  i t s  f i r s t  enrollment e f f o r t ,  and 
Honeywell w i l l  be o f f e r i n g  an HMO option 
t o  i t s  employees e a r l y  i n  1978. 

In addi t ion  t o  the  HMO, o ther  l e s s  orga- 
nized a l t e r n a t i v e  del ivery  systems a r e  
poss ib le .  Like the  HMO, they a r e  
designed t o  use market incent ives  t o  

1 contro l  expenditures. One a l t e r n a t i v e  
would be f o r  insurance companies t o  
a d j u s t  t h e i r  r a t e s  according t o  a  phy- 
s i c i a n ' s  o r  group of physicians '  
(known a s  a  Health Care All iance,  HCA) 
use of  t h e  hosp i t a l .  Physicians with 
s i m i l a r  s p e c i a l t i e s  would be compared 
according t o  t h e i r  r a t e  of hosp i t a l i -  
za t ion .  On the  bas i s  of t h i s  compari- 
son, insu re r s  could o f f e r  lower pre- 
miums t o  those p a t i e n t s  choosing 
physicians who make r e l a t i v e l y  l e s s  
use of the  hosp i t a l  (by comparison 
with o the r  physicians i n  the  same 
s p e c i a l t y ) .  

To encourage t h e i r  employees t o  choose 
physicians who h o s p i t a l i z e  l e a s t ,  
employers might s e t  t h e i r  cont r ibut ion  , 

f o r  hea l th  b e n e f i t s  a t  a  l e v e l  which 
w i l l  cover the  whole premium f o r  these  
physicians.  Employees choosing physi- 
c ians  who make g r e a t e r  use of the  hos- 
p i t a l  would have t o  pay any addi t ional  
premium charge themselves. Presumably, 
t h i s  kind of plan would put  an incen- 
t i v e  on physicians t o  make l e s s  use 
of t h e  hosp i t a l  i n  order  t o  achieve a 
lower premium r a t i n g  from insure r s  and 
thus be more a t t r a c t i v e  t o  employees. 
While t h i s  plan would organize both 
providers  and p a t i e n t s  i n t o  groups, it 
would not have t h e  same kind of budget 
cons t ra in t  t h a t  i s  found i n  the  HMOs. 

The Car ter  Administrat ion 's  expenditure 
con t ro l  s t r a t e g y  would regula te  hosp i t a l  
revenues and c a p i t a l  spending by p lac ing 
a caw on both kinds of spendins. 

The Administrat ion 's  proposal would 
p lace  a 9% l i m i t  on annual increases  i n  
h o s p i t a l  revenues and would l i m i t  capi- 
t a l  spending t o  $2.5 b i l l i o n  pe r  year  
nation-wide, of which Minnesota's share 
would be about $50 mi l l ion .  Excluded 
from the  revenue cap would be those 
funds necessary t o  sfipport wage increases  
f o r  c e r t a i n  c l a s s e s  of hosp i t a l  workers. 
Together the  caps on revenues and c a p i t a l  
spending w i l l  cu t  the growth of the  hos- 
p i t a l  system's physical  s i z e  and w i l l  
a l s o  l i m i t  the  flow of p a t i e n t s  through 



t h e  system. 

I t  has been suggested t h a t  t h e  Car ter  
p lan  w i l l  be p a r t i c u l a r l y  advantageous 
t o  the  l a rge  medical cen te r s .  Hospitals  
doing the most soph i s t i ca ted  kinds of 
ca re  w i l l  probably be able  t o  continue 
i n  t h i s  kind of work, o r ,  i f  they choose, 
they would begin providing more common 
types of ca re  while s u b s t a n t i a l l y  in-  
c reas ing t h e i r  volume. Smaller hosp i t a l s  
do not  have t h e  same option.  They a r e  
f o r  t h e  most p a r t  locked-in t o  continuing 
t h e i r  cu r ren t  se rv ices  and l e v e l  of 
soph i s t i ca t ion .  

The proposal  would exempt s t a t e s  with 
opera t ing  c o s t  containment programs from 
t h e  caps.  Minnesota" program c u r r e n t l y  
r equ i res  r a t e  review and not r a t e  s e t t i n g .  
It is unl ike ly  t h a t  the  s t a t e  would be 
exempt from the  f e d e r a l  cont ro l .  The 
proposals  a l s o  o f f e r  an exemption t o  
h o s p i t a l s  serving pr imar i ly  HMO p a t i e n t s .  
Again, it is  unl ike ly  t h a t  any Minnesota 

h o s p i t a l s  would be exempt under t h i s  
provision.  

The Cgrter  proposal i s  cur ren t ly  being 
considered by committees i n  both the  
Senate and the  House. In  t h e  Senate it 
has been passed by the Human Resources 
Committee and w i l l  now be considered by 
t h e  Finance Committee. Senator Herman 
Talmadge, Chairman of  t h e  committee's 
Health Subcommittee,'has introduced h i s  
own c o s t  con t ro l  b i l l  and has not sched- 
uled hearings on the  Car ter  proposal .  
In  the  House, t h e  l e g i s l a t i o n  i s  moving 
much slower . . . t he  Health sub commit^ 
t e e  of Ways and Means has he ld  one hear- 
ing ,  while none have been scheduled f o r  
the  Health Subcommittee of the House 
Commerce Committee. A s  i s  t r u e  i n  t h e  
Senate, t h e r e  is a t  l e a s t  one proposal  
i n  addi t ion  t o  the  P r e s i d e n t ' s  t o  be 
considered. Most observers f e e l  it is  
unl ike ly  t h a t  Congress w i l l ,  t ake  ac t ion  
t o  con t ro l  hosp i t a l  c o s t s  before adjaurn 
ing  f o r  t h e  year  i n  e a r l y  October, 1977.  



COMMITTEE ACTIVITY 
While t h e  focus of  t h i s  r e p o r t ,  Twin 
C i t i e s  h o s p i t a l s ,  r ep re sen t s  a  new t o p i c  
f o r  t h e  C i t i z e n s  League, i t s  scope, t h e  
h e a l t h  c a r e  system, is  one t h a t  has  been 
a  League i n t e r e s t  s i n c e  i t s  formation i n  
1952. Shor t ly  a f t e r  formation,  t h e  
f i r s t  o f  t h r e e  committees t o  cons ider  
t h e  func t ion  of  Hennepin County Medical 
Center ( then  Minneapolis General Hospi- 
t a l )  was s e t  up. I n  1962-63, a  second 
League committee considered t h e  i s s u e s  
surrounding t h e  h o s p i t a l ' s  change from 
c i t y  t o  county admin i s t r a t i on .  I n  1969- 
1970, a League committee was formed t o  
cons ider  t h e  p l ans  f o r  r ebu i ld ing  Gen- 
e r a l  Hospi ta l  and the  r o l e  which t h e  new 
f a c i l i t y  should p l a y  i n  t h e  community's 
t o t a l  h e a l t h  c a r e  system. While each 
committee's work was focused on the  same 
h o s p i t a l ,  t h e  s t u d i e s  r equ i r ed ,  i n  vary- 
i n g  degrees,  broader  understanding of  
t h e  h e a l t h  c a r e  system. 

This  time t h e  focus moved away from a  
p a r t i c u l a r  h o s p i t a l  and i n s t e a d  t h e  com- 
m i t t e e ' s  work aimed a t  t h e  Twin C i t i e s '  
e n t i r e  h o s p i t a l  network. Since t h e  l a s t  
s tudy,  s e v e r a l  events  have occurred  
which suggested t o  t h e  League's Board o f  
D i rec to r s  t h a t  a  new s tudy ,  wi th  broader  
dimensions, was necessary.  Thus, t h e  
Board au thor ized  a  s tudy  committee wi th  
t h e  fo l lowing  charge : 

"Several  f o r c e s  i n  h e a l t h  c a r e  appear t o  
have major imp l i ca t ions  f o r  h o s p i t a l s ,  
p u b l i c  and p r i v a t e ,  i n  t h e  met ropol i tan  
a rea .  

" F i r s t ,  a  new emphasis on in-home c a r e ,  
heav i ly  concent ra t ing  on keeping people 
we l l ,  may be emerging. This could be 
a ided  o r  r e s t r i c t e d  by t h e  e x t e n t  t o  
which t h e  c o s t  of h e a l t h  ca re  i n  t h e  
home becomes e l i g i b l e  f o r  insurance 

reimbursement. Such a  movement ,couLd 
mean fewer t o t a l  days of  h o s p i t a l i z a -  
t i o n  f o r  t he  genera l  popula t ion .  

"Second, i n t e r e s t  i n  community-based 
c l i n i c s  i s  expanding, although many 
ques t ions  about t h e  c l i n i c s  themselves 
e x i s t ,  such a s  t h e i r  purpose, funding, 
e f f e c t i v e n e s s ,  and s o  f o r t h .  These 
c l i n i c s ,  t o o ,  may become more heav i ly  
involved i n  s e r v i c e s  which emphasize 
keeping people w e l l ,  t h a t  i s ,  p r o t e c t -  
i n g  t h e  h e a l t h  of t h e  pub l i c ,  a  func- 
t i o n  t r a d i t i o n a l l y  performed by c i t y  
h e a l t h  departments.  Depending upon how 
t h e  c l i n i c s  evolve,  they  may reduce,  
i n  t o t a l ,  t h e  need f o r  i n -hosp i t a l  care .  
They may a l s o  inc rease  competi t ion 
between h o s p i t a l s  d e s i r i n g  t o  a s s o c i a t e  
i n  some way wi th  t h e s e  c l i n i c s .  Hospi- 
t a l s  themselves may e s t a b l i s h  t h e i r  own 
c l i n i c s .  I f  t o t a l  i n -hosp i t a l  ca re  is 
s t a b l e  o r  dec l in ing ,  a  h o s p i t a l  a f f i l i -  
a t e d  with a  c l i n i c  may be ab le  t o  
a s su re  i t s e l f  o f  a  cont inuing  s t ream 
of  p a t i e n t s .  

"Third, Health Maintenance Organizat ions 
(HMOs)  a r e  he lp ing  t o  reduce the  days 
o f  h o s p i t a l i z a t i o n .  Even though t h e  
HMO movement i s  . l i k e l y  t o  reduce t h e  
t o t a l  demand f o r  i n -hosp i t a l  c a r e ,  - hos- 
p i t a l s  w i l l  be t r y i n g  t o  make arrange-  1 

ments wi th  HMOs, because such organiza-  
t i o n s  w i l l  be a b l e  t o  provide an i n d i -  
v idua l  h o s p i t a l  wi th  a  cont inuing  
s t ream o f  p a t i e n t s .  

"Fourth, h o s p i t a l s  themselves a r e  seek- 
i n g  expansion i n  suburban l o c a t i o n s  
where popula t ion  growth i s  occurr ing  
and where p r i v a t e  phys ic ians  a r e  es tab-  
l i s h i n g  o f f i c e s .  This  w i l l  mean con- 
t i nued  p re s su re  on t h e  c e r t i f i c a t e - o f -  
need process .  



"In  the  background of  a l l  t hese  develop,- 
ments is t h e  f a c t  t h a t  t h e  Twin C i t i e s  
a r e a  is  a higher-than-average u s e r  of 
h o s p i t a l i z a t i o n ,  t h e  most expensive of 
a l l  h e a l t h  ca re  c o s t s .  

"This p r o j e c t  w i l l  focus on t h e  changing 
p a t t e r n s  of h e a l t h  c a r e  d e l i v e r y  and 
reimbursement and t h e i r  imp l i ca t ions  f o r  
h o s p i t a l  use and expansion." 

The committee began work on October 7 ,  
1976, and completed i t s  r e p o r t  on 
September 6, 1977. A t o t a l  o f  4 3  meet- 
i ngs  were he ld ,  an  average of  one p e r  
week wi th  each ses s ion  l a s t i n g  about 25 
hours.  Some committee members a l s o  met 
informally over  d inner  be fo re  each meet- 
ing. 

I n  t h e  course of i ts work, t he  committee 
met wi th  a broad range of people assoc i -  
a t e d  with the  h e a l t h  c a r e  system includ-  
i n g  doc to r s ,  h o s p i t a l  t r u s t e e s  and admin- 
i s t r a t o r s ,  i n s u r e r s ,  and p u b l i c  h e a l t h  
o f f i c i a l s .  Those persons who v i s i t e d  
wi th  t h e  committee and thereby c o n t r i -  
buted t o  i t s  understanding of  t h e  
r eg ion ' s  hea l th  c a r e  system a r e  l i s t e d  
below i n  the  o rde r  of  t h e i r  appearance. 
Their  t i t l e s  and p o s i t i o n s  a r e  the  ones 
they he ld  a t  t h e  time they  spoke t o  t h e  
c o d  t t e e .  

Richard J. Fi tzGerald,  chairman o f  t h e  
C i t i zens  League 1970 Committee on 
Health Care 

Malcolm Mitchel l ,  execut ive  d i r e c t o r ,  
Metropolitan Health Board 

Katherine Gustafson, demographer, S t a t e  
Planning Agency 

Br ight  Dornblaser,  p ro fes so r  and d i r ec -  
t o r ,  School of Hospi ta l  Administrat ion,  
Univers i ty  of Minnesota 

William Kreykes, admin i s t r a to r ,  Hennepin 
County Medical Center 

Fred S a t t l e r ,  d i r e c t o r  o f  research ,  
Minnesota Hospi ta l  Associat ion 

Harry Sutton,  ac tua ry ,  G. V. Stennes & 
Assoc. 

Richard Lindquist ,  Blue Cross and Blue 
S h i e l d  of  Minnesota 

John Di l ley ,  d i r e c t o r ,  Health Planning 
and Development, S t a t e  Planning Agency 

Donald Van Hulzen, a s s o c i a t e  administra-  
t o r ,  Universi ty of Minnesota Hospi ta l ,  
and former execut ive  d i r e c t o r ,  Planning 
Agency f o r  Hospi ta l s  of Metropolitan 

Steve Kumagai, admin i s t r a to r ,  ' ~ e t h o d i s t  
Hospi ta l ,  S t .  Louis Park 

Lyndon Carlson,  S t a t e  Representat ive,  
chairman, Health Subcommittee of  House 

William Kirchner and B. Robert Lewis, 
S t a t e  Senators ,  members of  Specia l  
Senate Health Cost Subcommittee . 

Sr .  Marie dePaul Rochester,  C.S.J., 
admin i s t r a to r ,  S t .  Joseph ' s  Hospi ta l ,  
S t .  Paul 

P e t e r  Sammond, execut ive  v ice  p r e s i d e n t ,  
M t  . S i n a i  Hospi ta l ,  Minneapolis 

Gordon Sprenger,  p r e s i d e n t ,  Abbott- 
Northwestern Hospi ta l ,  Minneapolis - 

Sr .  Agnes Ot t ing ,  admin i s t r a to r ,  
S t .  Francis  Hospi ta l ,  Shakopee 

Thomas Briggs, M.D., S t .  Paul ,  former 
p r e s i d e n t ,  Ramsey County Medical 
Socie ty  

Charles  E. Lindemann, M.D., Minneapolis, 
former p r e s i d e n t ,  Hennepin County 
Medical Socie ty  

Lawrence Vorlicky, M.D.,  S t .  Louis Park- 
Medical Center 

Richard YaDeau, M.D., S t .  Paul ,  p a s t  
p r e s i d e n t ,  Foundation f o r  Health Care 
Evaluat ion 

John K. I g l e h a r t ,  National  Jou rna l ,  
Washington, D . C . 

Paul Ellwood, p r e s i d e n t ,  In t e r s tudy  
Boris  Levich, former deputy h e a l t h  

o f f i c e r ,  S t .  Paul Health Department 
James Brinda, d i r e c t o r  of  environmental 

h e a l t h ,  Minneapolis Health Department 
Robert H i l l e r ,  a s s i s t a n t  commissioner, 

Minnesota Department of  Health 
Donna Anderson, h e a l t h  program spec ia l -  
ist ,  Hennepin County Department of  
Planning and Development 

K. C. Spensley, d i r e c t o r ,  Metro Community 
Health Consortium 

Sharol  Hopwood, n u t r i t i o n i s t ,  Community- 
Universi ty Health Care Center 



John 0. Dizon, d i r e c t o r  of pub l i c  
education, American Cancer Society,  
Minnesota Division 

Gordon Slovut,  Minneapolis S t a r  
hea l th  columnist 

Donald Loizeaux, groups and s p e c i a l  
markets, Western L i fe  Insurance Co. 

David Schoeneck, publ ic  information 
... . . o f f i c e r ,  Blue Cross of Minnesota 

James Craig, M.D.,  medical d i r e c t o r ,  
General M i l l s ,  Inc. 

William Mays, d i r e c t o r ,  community 
hea l th  se rv ices ,  Metropolitan 
Medical Center 

Ward Edwards, v ice  p res iden t ,  
North Memorial Medical Center 

Doris Caranicas, chairman, Richard G. 
Slade, former chairman, and Beverly 
Boyd, Har r i e t  Mhoon and S a l l y  
deLancey, members, Metropolitan 
Health Board 

Steve Rogness, executive d i r e c t o r ,  
Minnesota Hospital  Association 

Richard Keck, Foundation f o r  Health 
Care Evaluation 

Tobey Lapakko, Minnesota AFL-CIO 
Gerald Christenson, Commissioner of 

Finance, S t a t e  of Minnesota 
Robert J. Crabb, t r u s t e e ,  and Steve 

O r r ,  v ice  p res iden t ,  Fairview Hospi- - 
t a l s ,  Minneapolis. 
J., t r u s t e e ,  United 

Hospitals ,  S t .  Paul 
Herbert B i s s e l l ,  t r u s t e e ,  Abbott- 
Northwestern Hospitals ,  Minneapolis 

Rol l in  Crawford, t r u s t e e ,  Riverview 
Hospital ,  S t .  Paul 

John C. Dumas, d i r e c t o r  of planning, 
J o e l  Kovner, d i r e c t o r  of medical 
economics, Lawrence Rubenstein, 
economics and s t a t i s t i c s  department, 
and J e r r y  Gillman, a l l  of the  
Kaiser Medical Care Program, 
Southern Ca l i fo rn ia  Region. 

While a l l  of the  input  sess ions  added 
i n s i g h t ,  t h ree  a r e  worth spec ia l  mention. 
John I g l e h a r t ,  hea l th  correspondent f o r  
the  National Journal ,  shared with the  
committee h i s  perspective on nat ional  
hea l th  pol icy ,  p a r t i c u l a r l y  developments 
surrounding the  debate on nat ional  hea l th  
insurance and planning. John C. Dumas, 

d i r e c t o r  of planning f o r  the Kaiser 
Foundation Medical Care Program, 
Southern Ca l i fo rn ia  Region, shared with 
us v i a  conference c a l l  information on 
the  development of the  Kaiser prepaid 
hea l th  de l ivery  p lans  i n  Southern Cali-  
f  orn ia .  Gerald Christenson, Commis- 
s ioner  of Finance f o r  the  S t a t e  of 
Minnesota, has worked c lose ly  with the  
problem of decl in ing school enrollments. 
We asked him t o  descr ibe  t h e  retrench- 
ment process which i s  now occurring i n  
education and then proceeded t o  compare 
t h a t  with what we knew about h o s p i t a l s .  

I n  add i t ion  t o  i t s  formal resource per- 
sons,  the  committee had a r egu la r  group 
of observers from the  hea l th  care  commu- 
n i t y ,  p a r t i c u l a r l y  from hosp i t a l s  an3 
t h e  Metropolitan Health Board. These 
people contr ibuted t o  committee discus- 
s ion  on occasion and were he lp fu l  i n  
answering quest ions f o r  committee mem- 
bers .  We appreciated t h e i r  presence. 

Outside the  meetings, s t a f f  ta lked 
regu la r ly  with people from a v a r i e t y  of 
organizat ions i n  the  hea l th  care  system. 
They a l l  were he lp fu l  i n  supplying data ,  
checking it f o r  accuracy, and answering 
ques t ions  . 
A t o t a l  of 79 Ci t izens  League members 
o r i g i n a l l y  signed up f o r  the  committee. 
Twenty-two p a r t i c i p a t e d  a c t i v e l y  i n  
the  committee's work. They were: 

James R. P r a t t ,  
Chairman 

Harold J. Anderson 
Herbert 0. Bloch 
Lynn W .  Carlson, 
Charles H. Clay 
Ward E. Edwards1 
Mina K. Harrigan 
Katherine Howard 
Elizabeth L. Jones 
S c o t t  Knudson 
Aaron L. Mark 

Walter McClure 
Tom Mortenson 
Barbara 0 ' Grady 
Dorothy Ohnsorg 
James L. Shaw 
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APPENDIXES 

APPENDIX I - LONG-RANGE HOSPITAL PLANNING PROCESS TIMELINE 

Date . A c t i v i t y  

J u l y  13,  1977 Long-Range Hosp i t a l  Planning Committee r e p o r t  accepted ' 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
First Year 

August, 1977 Workshops on Analysis  o f  Data Methodology t o  be o f f e r e d  by 
t h e  Heal th  Board 

August 30, 1977 From Metropol i tan Heal th  Board t o  h o s p i t a l s  and h o s p i t a l  
o rgan iza t ions :  System t r ends  o v e r a l l ,  d e s c r i p t i o n  o f  
h e a l t h  p lanning  a r ea?  (popu.lation c h a r a c t e r i s t i c s  and 
h e a l t h  s t a t u s )  

September, 1977 

September 20, 1977 

October 1, 1977 

January 1, 1978 

January 15, 1978 

March 1, 1978 

Long-Range Hosp i t a l  Planning Seminar f o r  Execut ives  

Each h o s p i t a l  o r  h o s p i t a l  o r g a n i z a t i o n ' s  i nd iv idua l  L e t t e r  
o f  Commitment t o  Process  w/Timing Suggest ions 

Ind iv idua l  d ia logue  wi th  h o s p i t a l s  and h o s p i t a l  organiza-  
t i o n s .  

Date f o r  in formal ,  t o t a l  p lan  submission (with emphasis 
on the  inventory  of  s e r v i c e s  wi th  a n a l y s i s )  

F i n a l  d r a f t  recommendation from Viable  Hospi ta l  Model Task 
Force s e n t  t o  h o s p i t a l s  

Informal smal l  group d i scus s ion  suggested when Metropoli-  
t a n  Health Board s t a f f  i d e n t i f i e s  over lapping  concerns 
between two o r  more h o s p i t a l s  

Also, cont inue  t o  d ia logue  wi th  i n d i v i d u a l  h o s p i t a l  
o rgan iza t ions ,  f o r  example, on perce ived  s t r e n g t h s  and 
weaknesses i n  t h e  d r a f t  p l an  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

(cont inued on next  page) 
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. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Second Year 

October 31, 1978 Date for formal, total plan submission 

February 28, 1979 End period of staff review of all plans submitted 

March 1, 1979 Begin formal mutual agreement talks wi,th each hospital 
in committee* 

June 1, 1979 Present results to Planning Committee** 

June 15, 1979 Public forum on summaries and recommendations 

June 30, 1979 Presentation for final Health Board agreement . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
JULY 1, 1979 Appropriateness Reviews Begin 

SOURCE: Metropolitan Health Board, Report of Task Force on Long-Range Hospital 
Planning. 

*Yospital and small subcommittee of the Health Board's Planning Committee will 
discuss staff review of proposed hospital role -- wqo i~ served, service overlaps, 
impact on system and review goals and objectives, particularly any final difficul- 
ties in reaching agreement. They will also look at the strengths and weaknesses of 
the plan submitted for help the next time around. 

**Committee will make summary recommendation to Planning Committee on: High- 
lights of this Plan; implications of agreeing with this proposed role, goals and 
objectives in light of system goals and a metropolitan perspective; areas or points 
of agreement; areas or points of disagreement. 
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The ongoing p roces s  of  h o s p i t a l  cons t ruc t ion  and modernization i n  t h e  Twin C i t i e s  
a r e a  is now being f inanced l a r g e l y  by borrowing from p r i v a t e  i n v e s t o r s .  

The bonds must be p a i d  o f f  from revenues earned by t h e  h o s p i t a l .  I n  some r e c e n t  
ca se s  t h e  bonds have been i s s u e d  by a p u b l i c  agency under t h e  s t a t e ' s  Municipal 
I n d u s t r i a l  Development Act. But p u b l i c  t a x  revenues a r e  no t  a v a i l a b l e  t o  pay the  
p r i n c i p a l  and i n t e r e s t .  

The e f f o r t  t o  c o n s t r a i n  expendi tures  i n  t h e  h o s p i t a l  system a f f e c t s ,  o r  can a f f e c t ,  
t h e  l e v e l  o r  r a t e  of  i nc rease  i n  h o s p i t a l  revenues . . . and,  t h e r e f o r e ,  t h e  a b i l i t y  
o f  t h e  h o s p i t a l  t o  repay i t s  borrowings. 

This  l a t e n t  c o n f l i c t  between h o s p i t a l  f i nanc ing  and the  p u b l i c  p o l i c y  e f f o r t  a t  
c o s t  containment is f u l l y  revea led  i n  a key s e c t i o n  inc luded  i n  t h e  prospec tus  f o r  
each of  the  bond o f f e r i n g s  by t h e  h o s p i t a l s .  I t  is r e p r i n t e d  below. , 

"The p r i n c i p a l  o f ,  redemption premium, i f  any, and i n t e r e s t  on t h e  Bonds is payable 
s o l e l y  from t h e  amounts p a i d  by t h e  Hosp i t a l  under t h e  Loan Agreement o r  t h e  Guar- 
an ty  Agreement except  t o  t h e  e x t e n t  provided from c e r t a i n  o t h e r  funds he ld  o r  r e -  
ce ived  by t h e  T rus t ee  ( s ee  t h e  in format ion  h e r e i n  under t h e  cap t ion  ' S e c u r i t y  f o r  
t h e  Bonds ' ) .  No r e p r e s e n t a t i o n  o r  assurance can be made t h a t  revenues w i l l  be rea-  
l i z e d  by t h e  Hospi ta l  i n  t he  amounts necessary t o  make repayments o f  t he  Loan, and 
o t h e r  payments a t  t h e  t imes and i n  t h e  amounts s u f f i c i e n t  t o  pay t h e  p r i n c i p a l  o f ,  
premium, i f  any, and i n t e r e s t  on t he  Bonds, a s  p r e s e n t l y  e s t ima ted  o r  o therwise .  
Future  revenues and expenses w i l l  be a f f e c t e d  by f u t u r e  even t s  and cond i t i ons  r e -  
l a t i n g  gene ra l l y  t o ,  among o t h e r  t h i n g s ,  demand f o r  h o s p i t a l  s e r v i c e s ,  t h e  a b i l i t y  
of t h e  Hosp i t a l  t o  provide t h e  s e r v i c e s  r equ i r ed  by p a t i e n t s ,  phys i c i ans '  conf i -  
dence i n  t h e  Hosp i t a l  and i ts  p r o p e r t i e s ,  management's c a p a b i l i t i e s ,  economic 
developments i n  t h e  s e r v i c e  a r e a ,  a b i l i t y  t o  c o n t r o l  expenses du r ing  i n f l a t i o n a r y  
pe r iods ,  compet i t ion ,  r a t e s ,  c o s t s ,  t h i r d - p a r t y  reimbursement, and governmental 
r egu la t i on .  While f o r e c a s t s  o f  f u t u r e  revenues and expenses a r e  based upon assump- 
t i o n s  and r a t i o n a l e  which t h e  Hospi ta l  b e l i e v e s  t o  be reasonable  and app rop r i a t e  
( s ee  The F inanc i a l  F e a s i b i l i t y  Study, a t t a c h e d  h e r e t o  a s  Appendix B ) ,  they  a r e  
s u b j e c t  t o  c o n d i t i o n s  which may change i n  t h e  f u t u r e  t o  an e x t e n t  t h a t  cannot be 
determined a t  t h i s  t ime. 

"Fac tors  That Could Affec t  Revenues and P o t e n t i a l  Reimbursement 

"The f u t u r e  l e v e l  of  revenue of  t he  Hospi ta l  could be adverse ly  a f f e c t e d  e i t h e r  by 
inc reased  r e g u l a t o r y  a c t i o n s  t h a t  could cause  t h e  Hospi ta l  t o  r ece ive  less income 
than  is p r e s e n t l y  p r o j e c t e d  o r  by inc reased  competi t ion from o t h e r  h e a l t h  c a r e  
p rov ide r s  t h a t  could cause t h e  Hospi ta l  t o  experience reduced demand f o r  p a t i e n t  
ca re .  

"The Hosp i t a l  i s  s u b j e c t  t o  r egu la to ry  a c t i o n s  by those  governmental o r  p r i v a t e  
agenc ies  t h a t  adminis te r  Medicare and Medicaid programs, Blue Cross and Blue Sh ie ld  
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of Minnesota, the State Board of Health, the National Labor Relations Board (NLRB),  
the Professional Standards Review Organization (PSRO), the Joint  Commission on the 
Accreditation of Hospitals, .the different  federal, s t a t e ,  and local agencies created 
by the Na$ional Health Planning and Resources Act of 1974 (PL 93-6411, and other 
federal,  s t a t e  and local governmental agencies. The impact certain of these orga- 
nizations could have on the potential  reimbursement of the Hospital is  explained in  
more de ta i l  below. No mention is  made of the possible impact of a national health 
insurance program as there is  no reasonable method of determining now the ef fec t  
any such program would have. 

"The following general factors could adversely a f fec t  the level of reimbursement: 

" ( i )  Increased Costs Without a Comparable Increase i n  Revenue 

"The costs associated with par t icular  health care services could increase without 
a comparable increase i n  revenue derived from reimbursement programs allowed by 
th i rd  party payors. Third party payors include Medicare, ~ e d i c a i d ,  and Blue Cross 
and Blue Shield of Minnesota. When costs r i s e  an equivalent increase i n  the level 
of reimbursement may also be necessary in order to  mqintain the same levels of 
health care services. I f  costs are viewed as unnecessary and are  not allowed by 
th i rd  party payors, the Hospital w i l l  lose reimbursement from the third party cost 
payors. I f  charges t o  pat ients  paying charges were not increased, the Hospital 
would be forced t o  absorb those costs not approve4 by the third par t ies .  

"Cost increases could r e su l t  from among other factors:  increases i n  the sa la r ies ,  
wages, and fringe benefits of the Hospital's employees, increases i n  costs associ- 
ated with advances i n  medical technology, and increases i n  the costs of operating 
the physical plants of the Hospital. Certain examples of the foregoing are dis- 
cussed in  the following paragraphs. 

" ( a )  In 1974, the National Labor Relations Act was extended t o  give the National 
Labor Relations Board jurisdiction over non-profit hospitals. Future actions,  
among others, t ha t  could af fec t  the costs of the Hospital because of th i s  extension 
could include increases in  the minimum wage, the recognition of new bargaining 
units,  and increased costs ar is ing from s t r ikes  tha t  disrupt pat ient  care (see 
information herein under the caption 'Hospital ~mployees ' ) .  

" (b)  Future cost increases could also r e su l t  from the purchase or lease by the 
Hospital of medical equipment to  provide a quality of patient care that  i s  currently 
not available. 

" ( c )  Another potential  source of increased future costs could be higher estimates 
t o  maintain the physical plants of the Hospital than are presently forecast. Such 
increases could resu l t  from, among other reasons, changes in  present federal or 
s t a t e  'Life Safety Codes' which could resu l t  i n  higher costs of running the hospital .  

" (ii) Future Limits on the Level of  Support for ~ e d i c a r e  and Medicaid 

Future actions by the federal government for Medicare and by the federal or 
s t a t e  governments for Medicaid tha t  could l i m i t  the t o t a l  amount of funds available 
for e i ther  or both of these programs could lower the amount of reimbursement available 
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t o  t h e  Hospital .  There is p r e s e n t l y  l e g i s l a t i o n  pending before  Congress t o  p l ace  
upper l i m i t s  on t h e  amount of  reimbursement t o  h o s p i t a l s  from Medicare and Medicaid. 

" (iii) Disal Zowance of Presently Reimbursable Costs 

"The p ro jec t ions  of  revenue f o r  t h e  Hospi ta l  a r e  based on p resen t  i n t e r p r e t a t i o n s  
of t h i r d  p a r t y  c o s t  reimbursement r egu la t ions .  I f  these  r egu la t ions  a r e  changed i n  
the  f u t u r e ,  t h e  p ro jec t ed  income of the  Hospi ta l  could be reduced. A number of 
t h i r d  p a r t y  payors a r e  c u r r e n t l y  eva lua t ing  the  i n i t i a t i o n  of prospect ive  reimburse- 
ment programs t h a t  could r e fuse  reimbursement f o r  c o s t s  n o t  planned f o r  a t  t h e  begin- 
n ing  of t h e  budget period.  

" ( i v )  Actions To L i m i t  the Service or Finanoial Support of  a particular Diagnosis 
or Class o f  Patients 

"The p r o j e c t i o n s  of revenue and expense a r e  based i n  p a r t  on ex t r apo la t ions  of 
c u r r e n t  p a t i e n t  u t i l i z a t i o n  and reimbursement t r ends .  The r ecen t  PSRO l e g i s l a t i o n  
i s  d i r e c t e d  i n  p a r t  a t  r egu la t ing  the  amount of reimbursement t h a t  can be given f o r  
a p a r t i c u l a r  d iagnos is .  In  add i t ion ,  r ecen t  Medicare r egu la t ions  have s e t  reim- 
bursement l i m i t s  on p a r t i c u l a r  c a t e g o r i e s  of c a r e ,  notably r e n a l  d i a l y s i s .  

"Factors  t h a t  Could Resul t  i n  Increased Competition 

"The fol lowing f a c t o r s ,  among o t h e r s ,  could r e s u l t  i n  increased  competition: 

"The Hospi ta l  could face  competition i n  t h e  f u t u r e  from o t h e r  h o s p i t a l s  and from 
o t h e r  forms of  h e a l t h  ca re  de l ive ry  t h a t  could o f f e r  comparable h e a l t h  ca re  s e r v i c e s  
t o  t h e  populat ion which they p r e s e n t l y  se rve .  This could inc lude  t h e  cons t ruc t ion  
of new o r  t h e  renovat ion of e x i s t i n g  h o s p i t a l s ,  h e a l t h  maintenance organiza t ions ,  
ambulatory s u r g i c a l  cen te r s ,  and p r i v a t e s l a b o r a t o r i e s  and r ad io log ica l  s e rv ices .  

"In add i t ion ,  competition could come from forms of h e a l t h  c a r e  de l ive ry  t h a t  could 
o f f e r  lower p r i c e d  s e r v i c e s  t o  t h e  same populat ion.  These s e r v i c e s  could be used 
t o  s u b s t i t u t e  f o r  some of  t h e  revenue genera t ing  s e r v i c e s  p r e s e n t l y  o f fe red  by the 
Hospital .  The s e r v i c e s  t h a t  could be used t o  s u b s t i t u t e  f o r  h o s p i t a l  t rea tment  
inc lude:  s k i l l e d  nursing home ca re ,  in te rmedia te  nurs ing  home c a r e ,  prevent ive  
ca re ,  and s p e c i a l i z e d  drug and a lcohol  abuse programs. 

"One of  t h e  s t a t e d  goals  of PL 93-641 i s  t o  develop a l t e r n a t i v e  forms of h e a l t h  care  
de l ive ry  t o  r ep lace  acu te  i n p a t i e n t  ca re .  The t e x t  of t he  law c i t e s  s e v e r a l  
methods t h e  HSA's a r e  encouraged t o  promote a s  a mat te r  of po l i cy  t o  reduce acute  
i n p a t i e n t  ca re  wi th in  t h e i r  s e r v i c e  a r e a .  

"Recent Administrat ion Proposal 

"The Car t e r  Administrat ion has r e c e n t l y  proposed the  enactment of l e g i s l a t i o n ,  
e n t i t l e d  the  Hospi ta l  Cost Containment Act of 1977, which would, among o t h e r  th ings ,  
l i m i t  increases  i n  h o s p i t a l  i n p a t i e n t  revenues, l i m i t  expenditures  by h o s p i t a l s  f o r  
c a p i t a l  improvements and r e q u i r e  t h e  pub l i ca t ion  and d i sc losu re  of h o s p i t a l  r a t e s  
and charges. 
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"This proposed l e g i s l a t i o n  would l i m i t  increases  i n  hosp i t a l  revenues derived from 
i n p a t i e n t  se rv ices  t o  a f ixed percentage of  i n p a t i e n t  revenues received by any 
h o s p i t a l  during the  base year ,  cu r ren t ly  proposed t o  be 1976 with adjustments. 
Certain adjustments of  the  base year  may be made f o r  increases  o r  decreases i n  
p a t i e n t  admissions i n  excess of  l i m i t s  e s t ab l i shed  by the  b i l l ;  f o r  increases  i n  
capacity o r  types of se rv ices ,  o r  major renovation o r  replacement of a h o s p i t a l  
f a c i l i t y ;  and f o r  increased s a l a r i e s  t o  nonsupervisory personnel.  The b i l l  cur- 
r e n t l y  provides t h a t  charges i n  excess of the  prescribed l i m i t s  would not  be 
reimbursable by t h i r d  p a r t y  payors and must be deducted from otherwise permit ted 
increases  i n  the  following year ,  o r ,  i f  no t ,  would be sub jec t  t o  a f ede ra l  excise 
tax.  

"The b i l l  would a l s o  s e t  an annual na t ional  l i m i t  on c a p i t a l  expenditures by acute 
care  hosp i t a l s ,  which would be a l loca ted  t o  t h e  various s t a t e s .  Each s t a t e  would 
then i s s u e  new c e r t i f i c a t e s  of need only up t o  t h e  aggregate amount of c a p i t a l  
expenditures permit ted f o r  such s t a t e ,  with the  f u r t h e r  condit ion t h a t  no c e r t i -  
f i c a t e s  of need would be i ssued i f  it would r e s u l t  i n  a n e t  increase  i n  beds i n  
any hea l th  se rv ice  a rea  i n  which the  number of beds exceeds prescr ibed l i m i t s .  
The Hospital  be l ieves  t h a t  such l e g i s l a t i o n ,  i f  a@optqd i n  its p resen t ly  proposed 
form, would not  a f f e c t  the  v a l i d i t y  of the  C e r t i f i c a t e  of  Need issued f o r  the  Pro- 
j ec t .  

" I t  is not  poss ib le  t o  p r e d i c t  whether such proposed l e g i s l a t i o n  w i l l  be adopted 
o r ,  i f  adopted, whether it w i l l  be adopted i n  i t s  p resen t  form. I f  the  l e g i s l a t i o n  
is adopted i n  its p resen t  form, it could have t h e  e f f e c t  of reducing the  Hosp i t a l ' s  
increase  i n  i n p a t i e n t  se rv ice  revenues from percentage increases  experienced i n  
p r i o r  years .  The Hospital  cannot, however, p rqd ic t  the  ul t imate e f f e c t  of such 
l e g i s l a t i o n  on i ts  o v e r a l l  revenues and n e t  income. 

"Other Risk Factors  

"In t h e  fu ture ,  the  following fac to r s ,  among o the r s ,  may adversely a f f e c t  the  opera- 
t i o n s  of  hea l th  care  f a c i l i t i e s ,  including the  ~ o s p i t a l ' s ,  t o  an ex ten t  t h a t  can 
not  be determined a t  t h i s  time: 

"(i) Adopt ioninthe  S t a t e  of Minnesota of l e g i s l a t i o n  which would e s t a b l i s h  a r a t e -  
s e t t i n g  agency with s t a t u t o r y  con t ro l  over h o s p i t a l s  i n  the  S t a t e  of Minnesota. 
The Hospital  has been complying with the  repor t ing  and r a t e  review procedures con- 
ducted by t h e  Minnesota Hospital  Association es t ab l i shed  pursuant t o  the  Minnesota 
Hospital  Administration Act of 1976 and regula t ions  of the  S t a t e  Board of Health. 
The r a t e  review panel is  p resen t ly  reviewing t h e  Hospi ta l ' s  1977 budget and r a t e s .  
Compliance with any recommendations made pursuant t o  such review i s  s o l e l y  voluntary 
a t  t h i s  time but  could be made mandatory by subsequent l e g i s l a t i o n  thereby a f f e c t i n g  
the  Hospi ta l ' s  a b i l i t y  t o  charge r a t e s  s u f f i c i e n t  to  f u l f i l l  i t s  ob l iga t ions  under 
t h e  Loan Agreement. 

" ( i i )  C o s t  and a v a i l a b i l i t y  of medical malpract ice insurance (see  the  information 
here in  under the  caption 'Abbott-Northwestern Hospital,  Inc. - Insurance ' ) .  

"(iii) I f  completion of t h e  P ro jec t  should be delayed beyond t h e  estimated per iod ,  
the  c o s t  thereof may be increased and the  r e c e i p t  of revenues forecase from operat ion 
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of such uncompleted portions may be delayed and the ab i l i ty  of the Hospital t o  make 
the required payments under the Loan Agreement may be adversely affected. In addi- 
t ion,  increases i n  the Project costs due t o  changes i n  the Project directed by the 
Hospital or  resulting from other events may affect  the ab i l i ty  of the Hospital t o  
complete the Project within the projected construction period o r  within the cost 
estimates presently contemplated. 

" ( iv )  Efforts by insurers and governmental agencies t o  l i m i t  the cost of hospital 
services, and t o  reduce u t i l iza t ion  of hospital f a c i l i t i e s  by such means as pre- 
ventive medicine, improved occupational health and safety and outpatient care: 

"(v)  Change i n  revenue rulings governing the tax exempt s ta tus  of charitable cor- 
porations by e i ther  the courts or  the Department of the Treasury, thereby requiring 
tax-exempt hospitals, as a condition of maintaining the i r  tax exempt s tatus ,  t o  
provide increased indigent care a t  reduced rates  o r  without charge. 

" (v i )  Developments affecting the tax-exempt s ta tus  of nonprofit organizations. 
Taxing authorit ies i n  certain jurisdictions have sought t o  impose o r  increase 
taxes related t o  the property and operations of such organizations, including 
hospitals, particularly where such authorit ies have been d issa t i s f ied  with the 
amount of service provided t o  indigents. 

" ( v i i )  The Hospital f a c i l i t i e s  are specifically constructed for hospital purposes, 
and i n  practice are limited t o  hospital purposes. A s  a resul t  of the foregoing, 
i n  the event of a foreclosure o r  enforcement of the Mortgage and Security Agree- 
ment, the Trustee's remedies and the number of en t i t i e s  which could purchase o r  
lease the Hospital f a c i l i t i e s  would be limited, and the sale price or rentals  
would thus be affected. In addition, the security provided by the Mortgage and 
Security Agreement may be diluted upon the issuance of Additional Bonds or  the 
incurrence by the Hospital of additional Funded Debt (see the information below 
under the caption 'Additional Indebtedness1). 

"The occurrence of any of the foregoing events, or the occurrence of other events, 
could adversely affect  the forecasts s e t  forth i n  the Financial Feasibili ty Study." 

SOURCE: Preliminary Bond Prospectus, Abbott-Northwestern Hospital, June 1, 1977, 
section ent i t led  "Bondholders Risks" ,  pages 28-31.. 



APPENDIX I11 

UTILIZATION AND OCCUPANCY: TWIN CITIES COMMUNITY HOSPITALS, 1976' ---- - - - - - 
~ l l  ~ e r v ~ c e s ' ~ ~  Med.-Surg., Peds., Ob. Only 

Per  Cent Pe r  Cent Per  Cent Pe r  Cent 
Number Occupancy Number Occupancy Number Occupancy Number Occupancy 

P a t i e n t  Licensed Licensed Beds i n  Beds i n  P a t i e n t  Licensed Licensed Beds i n  Beds i n  
Days Beds Beds Se rv ice  Se rv ice  Days Beds Beds Se rv ice  Se rv ice  

Abbott-Northwestern 
Bethesda Lutheran 
Ch i ld ren ' s  Medical Center ,  

Minneapolis 
C h i l d r e n ' s  Hosp i t a l ,  

S t .  Pau l  
D i s t r i c t  Memorial 
Divine Redeemer 
E i t e l  
f a i rv i ew 
f a i r v i e w  Southdale  
Golden Val ley  Medical Center  
Hennepin County Medical Center  
Lakeview Memorial 
Lutheran Deaconess 
Mercy 
Metkodist 
Me tmpol i t an  Medical Cen te r  
Midway 
Mounds Park  
Mount S i n a i  
North Memorial Medical Center  
Queen of  Peace 
Regina Memorial 
Riverview 
S a i n t  F ranc i s  
S a i n t  John 's  
S a i n t  Joseph 's  
S a i n t  Mary's 
S t .  Paul-Ramsey 
Samaritan 
Sanford 
United Hosp i t a l s  
Unity 
Un ive r s i ty  o f  Minnesota 
Waconia 
Watertown 

T o t a l s  

SOURCE: Metropol i tan  Heal th  Board 



THE CITIZENS LEAGUE 

. . . Formed i n  1952, i s  an independent, nonpartisan, m ~ n - p r o f i t ,  educational 
corpora t ion  dedicated t o  improving l o c a l  gav,ernment and' t o  prov id ing  leadership 
i n  so l v ing  the  co~nplex problems o f  our  metropol i tan area. 

Volunteer research committees o f  t he  CITIZEIUS LEAGUE develop recommendations f o r  
so lu t i ons  t o  p u b l i c  problems a f t e r  months of i n tens i ve  work. 

n 

Over the  years, the  League's research repor t s  have been amoqg the  mast h e l p f u l  
. . 

and r e l i a b l e  sources o f  in format ion  f o r  governmental .and c i v i c  leaders, and others 
w concerned w i t h  t h e  problems o f  our  area. 

The League i s  supported by membership dues o f  i n d i v i d u a l  .members and mesnbership 
con t r i bu t i ons  from businesses, foundations, and o ther  organizat ions throughout 
the  metropol i t a n  area. 

You a r e  i n v i t e d  t o  j o i n  t h e  League or ,  if a1 ready a menlber, i n v i t e  a f r i e n d  t o  
j o i n .  An a p p l i c a t i o n  blank i s  provided fo r  your  convenience on the. reverse s ide.  

O f f i c e r s  (1977-78) 

President  
Eleanor Col born 

Vice Presidents 
R o l l i n  H. Crawford 
V i r g i n i a  Greenman 
Roger Palmer 
Wayne G. Popham 
Mary Lou Wil l iams 

Secretary 
Paul Magnuson 

Treasurer 
Dale E. Bei h o f f e r  

S t a f f  

Executive D i r e c t o r  
Ted Kol d e r i e  - 

Associate D i r e c t o r  
Paul A. G i l j e  

Membership D i r e c t o r  
Ca lv in  W. C lark 

Research Associates 
Jon Schroeder 
Margo Stark 
Berry Richards 
W i  11 iam Blazar  

D i  r ec to rs  (1977-78) 

Dale E. Be iho f fe r  
Francis M. Boddy 
W. Andrew Boss 
A l l d n  R. Boyce 
Lloyd L. Brandt 
Fred C. Cady 
John Cairns 
R o l l i n  H. Crawford 
Gerald R. D i l l o n  
Joseph L. Easley 
Leo Foley 
Joan Forester  
Gavid Graven 
V i  r g i  n i  a Greenman 
Mary E l l e n  G r i  ka 
Paul H i l s t a d  
B. K r i s t i n e  Johnson 
Faul Magnuson 
Harry Neimeyer 
Martha Norton 
Wayne H. 01 son 
Robert D. Owens 
Medora Perlman 
Daniel K. Peterson 
Roger Palmer 
Wayne G. Popham 
Rosemary Roc ken bac h 
John Ro l l  wagen 
A. Kent Shamblin 
Marvin Trammel 
Imogene T r e i  chel  
Robert W. Wall ace 
James L. Weaver 
Mary Lou Wil l iams 
John Yngve 

Past Presidents 

Charl es H. Be1 1 ows 
Francis M. Boddy 
Charles H. c l a y  
Wai t e  D. Durfee 
John F. Finn 
Richard J. F i  tzGeral d 
Walter S. Har r is ,  J r .  
Peter A. Heegaard - 
James L. Hetland, J r .  
Verne C. Johnson 
S tua r t  W .  Leck, S r .  
Greer E. Lockhart 
John W. Mooty 
Ar thur  N a f t a l i n  
Norman L. Newhall , Jr .  
Wayne H. Olson 
L e s l i e  C. Park 
Malcolm G. Pfunder 
James R. P r a t t  
Leonard F. Ramberg 
Charl es T. S i l  verman 
Archi  bal d Spencer 
Frank Wal t e r s  
John W. Windhorst 
R o l l  i n  Crawford 
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