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Foreword

In the mid-1900s, a great deal of federal and state leg-
islation was passed, and among private institutions health policies were
established, without much reference to information provided by health
services research. Universities, research centers, and the government
had only begun to appreciate the value of such research at that time.
And few decision makers were aware of or recognized the value of the
information that was available.

The picture has changed in the past 20 years. Health services
research has grown exponentially on a variety of fronts, including cost
containment, access, quality, and rural health, and key staff in both
the public and the private sector have grown to respect the worth
of this work. In Health Services Research: Key to Health Policy, another
recent work compiled by the Foundation for Health Services Research,
Eli Ginzberg states that “health services research has demonstrated
its capacity to make important and continuing contributions to the
improved understanding of how our health care system operates and
how it can be made to perform more effectively and efficiently for the
benefit of the American people.”

Although progress has been made in bonding research more
closely with decision-making processes, there are still impediments that
need to be recognized and overcome. This is particularly important
given the complexity of current public policy issues and the number
of unresolved considerations facing public policymakers, health care
professionals, corporate managers, and consumers. The research liter-
ature, although broad in scope and depth, is often too remote from
decision makers, too difficult to understand, or prepared in a format
that is not useful for practitioners. Furthermore, the studies that ap-
pear in journals represent completed works, and ongoing or recently
completed research is largely inaccessible.
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In summarizing the contributions made by health services re-
search to a number of important areas of health policy over the past
two decades, the authors of the book edited by Eli Ginzberg traced
the roots of many current policies to key research findings, underscor-
ing the need for more funding for health services research. They also
made it clear that a better balance is needed between biomedical re-
search and health services research if, as a society, we are to realize
the full potential of new insights and technologies.

As the first in The Baxter Health Policy Review series, Improving
Health Policy and Management is a natural extension of the above book
and goes beyond it by presenting research findings in a way that makes
them far more accessible to decision makers. Each chapter addresses a
major public policy issue by synthesizing what we know about the issue
and what more we need to know. References provided by each author
give readers an opportunity to pursue issues in further depth. In ad-
dition, Part II of the book lists current and ongoing health services
research projects related to each chapter topic, along with the names,
addresses, and telephone numbers of principal investigators. The book
provides a forward perspective and sharpened focus on what further re-
search is needed, and it offers a key ingredient in the decision-making
process—reliable information.

The inspiration for this work was provided by the Foundation for
Health Services Research (FHSR). FHSR and its membership affiliate,
the Association for Health Services Research (AHSR), comprise the
best health services researchers in the United States. The Foundation
has made health services research more accessible to decision makers
for more than ten years. Alice Hersh, Executive Director, and Stephen
Crane, Deputy Director, have given this project outstanding leadership
and support.

During the formative stages of the project, a cross-sectional ad-
visory committee of health care leaders helped to identify the issues
and authors for the publication. They gave the project strong impetus.
Their names are listed in the acknowledgments.

The interpretation and execution of the mission formulated by
FHSR was provided by two senior health services researchers, Stephen
Shortell and Uwe Reinhardt. Both Shortell and Reinhardt are interna-
tionally known and well-respected experts in the fields of health ser-
vices research and health policy. They have written an excellent first
chapter and have provided superb editorial guidance on each chapter.
Steve Crane and Alice Hersh, along with Steve Shortell, also produced
the provocative concluding chapter for the book.
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Finally, this volume was made possible by The Baxter Foundation,
in Deerfield, Illinois. Pat Morgan of The Baxter Foundation was quick
to sense the significance of this project and courageous enough to
facilitate its funding. The importance of The Baxter Foundation’s role
in funding projects such as this cannot be overestimated. Participation
by the corporate sector is essential not only in providing the leadership
necessary to make important changes in the health care system but also
in providing support to the key change agents. All of us are grateful
to The Baxter Foundation for establishing The Baxter Health Policy
Review series for the publication of research syntheses such as this one.

The Foundation for Health Services Research will continue to
pursue its mission of disseminating the findings from health services
research by using this volume as an important part of its work with key
public- and private-sector decision makers around the country. The
project has already provided important experience that will greatly
benefit a new and complementary project to be conducted jointly by
FHSR and the Cecil G. Sheps Center for Health Services Research at
the University of North Carolina at Chapel Hill. The project is sup-
ported by the Pew Charitable Trusts, and will catalog ongoing health
services research and make this information available to researchers
and users of research through a new computerized data base at the
National Library of Medicine. FHSR members also hope to follow up
this volume with subsequent works that will expand on the issues and
consider other critical issues in health care policy, management, and
clinical practice.

It appears as though the historical separation of research findings
and both legislative action and program implementation is beginning
to break down at last. The chief beneficiaries will be the many users
of health services research in both the public and the private sector.

Walter J. McNerney, M.H.A.
Chair, Advisory Committee
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Creating and Executing Health
Policy in the 1990s

Stephen M. Shortell and Uwe E. Reinhardt

Health care has been variously described as a “ma-
turing” or “smoldering” issue, reflecting its perennial secondary im-
portance on the nation’s political agenda.!2 Some Americans worry
a lot about the health care system, and others worry a little, but no
one worries enough to figure out how to translate their concern into
effective political action.

If this situation changes in the near future it will most likely
be because of a combination of factors, including (1) increased dis-
content with- the current system; (2) the emergence of discernible
and attainable options for change; (3) concrete suggestions and in-
centives for implementing such change; and (4) a nucleus of polit-
ical, managerial, and clinical leadership to initiate and sustain the
needed reforms.

The synthesis and dissemination of health services research can
play an important role in the process of policy formulation and im-
plementation. After all, that process inevitably proceeds on the basis
of deeply held perceptions that may have been shaped by personal ex-
perience, by anecdotes, or by formally structured information from a
variety of sources. Sometimes these perceptions may be an accurate re-
flection of the facts. At other times, however, they will rest on the most
casual of empirical bases and border on folklore. Finally, at yet other
times these perceptions may be deliberately manipulated through bi-
ased information supplied by particular interest groups. Health ser-
vices research, when properly conducted, attempts to free itself from
the imperatives of any one particular interest group. Instead, at its

3
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best it seeks to bring the perceptions of decision makers as closely as
possible to the facts of a situation.

In the pursuit of that goal, health services research might well be
disquieting at times to one or the other party involved with a particular
policy issue. For example, research that identifies inefficiencies in the
current health system will naturally be seen as a threat to those whose
livelihood depends on those very inefficiencies. Similarly, recent re-
search that has identified disturbingly large gaps in access to needed
health care has served as an embarrassment for a nation that prides it-
self on the egalitarian basis of its health care. That embarrassment may
trigger reforms of the health system that would, in turn, redistribute
economic privileges within the system.

Much of modern health services research, however, seeks neither
to tilt lances with particular interest groups nor to embarrass anyone.
Instead, that research seeks to provide a better understanding of the
manner in which the various actors in the health care system typically
respond to particular stimuli—for example, to a raising or lowering
of prices, to increases or decreases in tax preferences, to incentives to
better coordinate services and technology, or to professional labor sur-
pluses or shortages. A better understanding of such response patterns
may make it possible to eschew more direct government regulation
of the health care sector in favor of the more indirect guidance that
policymakers can give the health sector through properly structured
incentives. Finally, through the evaluation of recent policy initiatives,
research can also help identify those approaches that seem particu-
larly promising.

The chapters in this volume synthesize what is known about a
number of currently important policy issues as well as areas in which
more knowledge is needed. The policy issues covered in the volume
have been chosen with an eye both to illustrating the potential of
health services research and to illuminating questions likely to be on
the reader’s mind. Inevitably, the chapters will convey the sense that
the research task on any given issue is only rarely fully completed. Given
the dynamics of the health care sector, research will more typically
remain an ongoing task that usually leads to new questions as it answers
old ones.

This chapter provides both the context for and a summary of the
work that follows. Forces shaping the nature of the health care system
are highlighted as background to the development of a framework for
considering health policy in the 1990s. The rationale for the selection
of topics and organization of the book is briefly noted and is followed
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by a synthesis of the major findings and their implications for health
care reform.

Key Forces in the Industry

Exhibit 1.1 highlights the major forces reshaping the health care in-
dustry. The first two—the growing number of uninsured and the de-
mand for greater fiscal and clinical accountability—are the primary
drivers behind much of the current health policy debate. They reflect
the fact that implicit in this country’s respect for pluralism is an as-
sumption that the health system should be capable of accommodating
a great variety of tastes and preferences (not unlike our pluralistic
educational system).

The result is a high-variance system in which some Americans
have access to the most technologically advanced health care in the
world while a substantial minority have no access at all. As discussed in
Chapter 2, there is growing interest at both the national and the state

Exhibit 1.1 Key Forces Influencing the Health Care System

Forces Implications and Issues

¢ Growing number of uninsured ¢ Creation of basic benefit
package
e State level experimentations
e What does the country want to

afford?
® Demand for greater ¢ Search for value (greater
accountability—fiscal and quality for a given cost or
clinical lower cost for a given level of
quality)
e What works?
¢ Technological growth and e New diagnostic and treatment
innovation modalities

Growth of outpatient care
Increased issues involving
prolongation of life

Continued
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Exhibit 1.1 Continued

Forces Implications and Issues

¢ Changing population o
composition: growth of elderly o
and ethnically heterogenous

Changes in demand for care
Increased number of ethical
issues

population ¢ Increased social morbidity
¢ Changing professional labor * Shortages of key health
supply professionals
* Redefinition of professional
roles

® Productivity and quality issues

¢ Globalization of the economy

¢ Changing composition of the
delivery system: consolidations
and mergers—horizontal and
vertical

* Information management

Increased scrutiny of health
care costs

Increased potential for
managing a continuum of care
Increased potential for
providing care to defined
populations

Facilitates accountability

Tool for increased productivity
Direct clinical applications
Opportunity to actively manage
clinical care

levels in expanding financial access to a basic set of benefits for all
Americans. The major considerations in developing such a program
are what benefits should be considered “basic”; what the benefits will
cost; how they should be financed; and what incentives should be devel-
oped for the delivery system to provide cost-effective care in meeting
the increased demand.

On the cost or fiscal accountability side, the Medicare prospec-
tive payment legislation has been followed by the proposed resource-
based relative value scale (RBRVS) for paying physicians, which in
turn is to be tied to expenditure targets. In addition, there is the



