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Foreword

The last few years have brought tremendous upheaval in the for-
merly tradition-bound and physician-dominated U.S. health care sys-
tem. The widespread penetration of managed care with its service
management and cost control strategies and the resulting open mar-
ket competitions among health care providers have changed the face of
the health care industry. In addition, medicine’s most recent techno-
logical and pharmaceutical advances have altered the manner in
which many diseases are treated and clinical services are delivered.

This volume, Health Care USA, has added significance in this pe-
riod of enormous upheaval and turmoil affecting the health care pro-
fessions and institutions. It offers a clear overview of the health care
industry and the issues that confront it. It describes the changing roles
of the components of the system as well as the technical, economic,
political, and social forces responsible for those changes. Students of
the health care and related professions and neophyte practitioners
need a broad understanding of America’s new health care system.
Critical insights into diverse health care topics and issues are neces-
sary to function effectively and relate intelligently to the various seg-
ments of the health care sector.

This, the third edition of Health Care USA, brings the reader up-
to-date on the significant developments that have occurred in health
care during the past few years. The Balanced Budget Act of 1997 and
related legislation are creating major changes in Medicare and other
government-sponsored programs. Those changes and the recognized
dominance of managed care have required major adjustments by the
health care industry. This text continues to retain its balanced, popu-
lation perspective, which allows the reader to understand the forces
that are driving these rapid changes in the organization and financing
of health care as well as the changes themselves.

The breadth of this book is ambitious, as is required by any text in
a course that attempts to analyze the complex structures, processes,
and relationships of health care in the United States. The authors
have crafted an exceptionally readable text by balancing and integrat-
ing the diverse subject matter and presenting it in appropriate depth
for an introductory course on this topic. Since a “population” rather
than an “individual” health care perspective is clearly the wave of the
future, the authors’ public health orientation makes this text particu-
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larly valuable. Their combined experience in the public health and
medical care fields has allowed them to interpret health care develop-
ments with objectivity. It is an important feature in an introductory
text that strives toward analysis, not advocacy, thereby allowing the
formulation of one’s own position.

Michel A. Ibrahim, MD, PhD
Professor of Epidemiology and Social Medicine
University of North Carolina at Chapel Hill
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Introduction

In spite of its long history and common usage, the evolving U.S.
health care system has been a growing puzzle to many Americans. The
prevention, diagnosis, and treatment of disease and injury, and the
rehabilitation and maintenance of individuals challenged by the re-
sidual effects of those conditions have generated an enormously com-
plex, trillion-dollar industry. It includes thousands of independent
medical practices and partnerships; managed care and provider orga-
nizations; public and nonprofit institutions such as hospitals, nursing
homes, and other specialized care facilities; and major private corpora-
tions. In dollar volume, the U.S. health care industry is second only to
the manufacturing sector. For personal consumption, Americans
spend more only on food and housing than they do on medical care.
Further, health care is by far the largest service industry in the coun-
try. In fact, the U.S. health care system is the world’s eighth largest
economy, just behind that of France, and larger than the total economy
of Ttaly.!

More intimidating than its size, however, is its complexity. Health
care is not only labor intensive at all levels, but the types and functions
of its numerous personnel change periodically to adjust to new technol-
ogy, knowledge, and ways of delivering health care services.

As is frequently associated with progress, medical advances often
create new problems while solving old ones. The explosion of medical
knowledge that produced narrowly defined medical specialties has
compounded a long-standing weakness of American medical care. The
impressive capability to deliver sophisticated high-tech health care re-
quires the support of an incredibly complex infrastructure that allows
too many opportunities for patients to fall into the cracks between its
finely tuned and narrowly defined services and specialists. In addition,
our system has proven inept in securing even a modicum of universal
coverage. Currently, over 44 million Americans are uninsured.

The increasing size, complexity, and technological sophistication
of health care in the United States have further complicated its long-
standing problems of limited consumer access, inconsistent quality of
services, and uncontrolled costs. In addition, the development of the
health care system has done little to address the unnecessary and
wasteful duplication of certain services in some areas and the absence
of essential services in others.

XV
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These problems have worried this country’s political and medical
leaders for decades and have motivated legislative proposals aimed at
reform by seven successive U.S. presidents. One of the most highly
publicized was the National Health Security Act of 1993 developed by
President Clinton.

In 1994 the American public witnessed an unusually candid and
sometimes acrimonious congressional debate over President Clinton’s
proposal to alter significantly how health care would be financed and
delivered in the United States. Vested interests advocating change
and those defending the status quo both lobbied extensively to influ-
ence public and political opinion. In the end, the stakeholders in the
traditional system convinced a public—apprehensive about more gov-
ernmental control over personal health services—that the Clinton
plan was too much, too liberal, and too costly, and it was therefore
defeated. More recently, the Balanced Budget Act of 1997 contained
the most sweeping Medicare reforms to date and other reforms affect-
ing many other health care industry sectors. In a “universal coverage”
initiative, it included funding for a program to provide health insur-
ance for the nation’s 11 million uninsured children. Besieged by health
care industry opposition to Medicare reimbursement reductions and
new regulations, the act already has been materially amended by the
Balanced Budget Refinement Act of 1999, and Congress has other
amendments under review.

Nevertheless, health care is undergoing a revolution. As evidenced
by the failure of the National Health Security Act and the ongoing re-
sponses to the Balanced Budget Act of 1997, Congress is failing to enact
health care reform legislation that is equal in strength to the market
forces already altering the health care environment. Health care reform
is occurring as a market-driven, not a policy-driven, phenomenon.

In a world of accelerating consolidation to achieve ever higher
standards of effectiveness, the medical care system is a promising can-
didate for change. The effect of this new environment has been a surge
of health care facility and service mergers and acquisitions, new pro-
grams, new names, and new roles that signal the onset of fundamental
changes throughout the system. Hospitals are competing for patients.
Clinics have sprung up in shopping plazas. Doctors have joined in net-
works, and the public has been inundated with a confusing alphabet
soup of PPOs, HMOs, and DRGs.

Providers, who cherished the individual autonomy and privileged
position afforded health care professionals, now face the vexing over-
sight of case and utilization management, practice guidelines, critical
pathways, and clinical report cards. Those physicians, hospitals, and
other providers who resist the dramatic system alterations taking
place are likely to be victims of their own unwillingness to adjust to the
new reality. It is likely therefore that, if legislated health care policy
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reform ever takes place, it will have little effect on the trends already
in progress. Whatever the public, and even many health care profes-
sionals, thought they knew about health care and its delivery system is
no longer true. Much has already changed, and more changes are on
the way.

That is why this book has been written. It is intended to serve as a
text for introductory courses on the organization of health care for stu-
dents in schools of public health, medicine, nursing, dentistry, and
pharmacy and in schools and colleges that prepare physical therapists,
occupational therapists, respiratory therapists, medical technologists,
health administrators, and a host of other allied health professionals.
It provides an introduction to the U.S. health care system and an over-
view of the professional, political, social, and economic forces that have
shaped it and will continue to do so.

To facilitate its use as a teaching text, this book has been orga-
nized in a succession of chapters that both stand alone as balanced
discussions of discrete subjects and, when read in sequence, provide
incremental additions of information to complete the reader’s under-
standing of the total health care system. Although decisions about
what subjects and material were essential to the book’s content were
relatively easy, decisions about the topics and content to be left out
were very difficult. The encyclopedic nature of the subject and the fi-
nite length of the final manuscript were in constant conflict.

Thus, the authors acknowledge in advance that nurses, dentists,
pharmacists, physical and occupational therapists, and others may be
disappointed that the text contains so little of the history and the po-
litical and professional struggles that characterize the evolution of
their important professions. Given the centrality of those historical
developments in students’ educational preparation, it was assumed
that appropriate attention to those subjects, using books written spe-
cifically for that purpose, would be included in courses in those profes-
sional curricula. To be consistent with that assumption, the authors
tried to include only those elements in the history of public health,
medicine, and hospitals that had a significant impact on how health
care was delivered.

The authors had to make a similar set of difficult decisions regard-
ing the depth of information to include about specific subjects in the
text. Topics, such as epidemiology, history of medicine, program plan-
ning and evaluation, quality of care, and the like, each have their own
libraries of in-depth texts and, in many schools, dedicated courses.
Thus, it seemed appropriate in a text for an introduectory course to pro-
vide only enough descriptive and interpretive detail about each topic to
put it in the context of the overall subject of the book.

This book has been written from a public health or population per-
spective and reflects the viewpoint of its authors. Both authors have



public health and preventive medicine backgrounds and long histories
of research into various aspects of the health care system, have
planned and evaluated innovative projects for improving the quality
and accessibility of care in both the public and voluntary sectors, and
have served in key executive positions in the health field.

The authors have used much of the material contained in Health
Care USA: Understanding Its Organization and Delivery to provide
students, consumers, and neophyte professionals with an understand-
ing of the unique interplay of the technology, work force, research find-
ings, financing, regulation, and personal and professional behaviors,
values, and assumptions that determine what, how, why, where, and
at what cost health care is delivered in the United States.

Since the first edition of this book was completed in 1996, the mag-
nitude of the changes taking place in health care and the rapidity with
which they have occurred have been unprecedented. Though the forces
reshaping the system are basically economic in nature, they impinge
on every facet of health care from the education of the providers to the
terminal care of the patients. Revered institutions, once thought im-
mutable, have merged with others, completely altered their service
missions, or just disappeared from the health care scene. Within in-
credibly brief periods of time, new organizations and corporations have
become important influences in America’s health care system. Bend-
ing reluctantly to the cost-driven principles of expanding managed
care, the practice of medicine has become significantly different from
what it was only a few years ago. In this third edition, we have in-
cluded important additions and updates to provide a current perspec-
tive on the health care industry’s continuously evolving trends.

The authors hope that, as the readers of this book plan and expand
their educational horizons and, later, their professional experiences,
they will have the advantage of a more comprehensive understanding
of the complex system in which they practice.

1. U.S. Bureau of the Census, Statistical Abstract of the United States, 1995, 115th
ed. (Washington, DC: U.S. Bureau of the Census, 1995),
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