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This is a very interesting time in the history of American health care and for American hospitals. The health insurance reform law that was signed by President Obama on March 23rd is the most important social legislation of the past fifty years. As a result it is a good moment to address the theme of this congress, the balance between individual rights and the collective interest. In the view of many Americans, particularly the conservatives, the social compact, that is the relationship between the individual and the state, is fundamentally changed by the health insurance reform law because it requires American citizens to purchase health insurance. They believe that it threatens the American myth of individual responsibility and freedom. Some argue that it is not constitutional. In plain English, they think that is a step toward universal health care provided and controlled by the state.
Others, including the President, believe that is evolutionarily, not revolutionary. They believe that it is a logical and necessary extension of the existing government role, because the government already pays 50% of the costs of health care through several programs at the national and state levels.
Without question the law does move the United States a small step closer to the Western European concept of the welfare state. Health care is one sixth of the American economy. The law is a collective response to the needs of the individual, as is the Social Security pension system. The US has, at the least, addressed the moral responsibility to assure that most of its citizens have access to the insurance that they need to pay for health care. An estimated 94% of Americans will be covered by some kind of health insurance.
For the first time it will be mandatory for most Americans to carry health insurance. Some people are strongly opposed to this requirement because they view it as the first time that the federal government has required individual citizens to buy something even if they do not want it. They do not make the same argument against state requirements that everyone have a license to drive and carry private insurance on their car.

 Most parts of the law will be phased in over the next four years, a delay that provides those who are opposed to the law or to particular provisions of it to try to change it. The requirement that everyone either be insured or pay a penalty will is already  an issue in this year’s Congressional elections. It will also be fought in the courts.  As a result, the implementation of some parts of the new law may be delayed, but I do not expect that it to be fundamentally changed.
Health care reform was a major position in Obama’s campaign for president. He wanted heath care system reform, but he settled for health insurance reform. The law ends many of the abuses by insurance companies. It also brings the young and healthy into the insurance pool, which should help to keep the cost of insurance premiums down. But fundamental reform of the health care delivery system, of how the individual citizen interfaces with the doctor and the hospital remains the challenge of the future.
The health insurance reform law does almost nothing to control costs. In fact the expanded insurance will pour much more money into the health system. The increase in money and the lack of controls on costs is setting the stage for important changes in the relationship between individual rights and collective interests. And, it has important short-term and long-term implications for hospitals.

I am going to talk about the impact on hospitals of the coming conflict between individual rights and the collective interest from three perspectives. First, from the perspective of the quality of care. Second, from the perspective of the short-term impact on hospitals as the law is phased in over the next four years. Finally, I offer a perspective on the long-run implications for hospitals in a nation with a public debt that many Americans believe threatens their standard of living. That is, the quality of life.
I address the drive for improved quality of care and patient safety first because I believe that it is one of the most important drivers of change in the health care social compact, that is, the relationship between the individual and the state. You are all participating in the quality of care revolution that started about 20 years ago It became an issue of public concern and public policy as a result of the report of the prestigious Institute of Medicine that was published in 2000, titled “To Error is Human”. That report identified many of the failures of the health care system. It attracted tremendous public attention. The IOM estimated that between 90,000 and 140,000 people were being killed by errors in hospitals each year. We now know that the number is far larger and that does not account for the many more that are injured and almost injured. The report documented the wide gap between what we know and what we do. It made clear the fact that we pay a lot of money than we should for poor health services. 
The report and the public attention that it received was important for another reason. There was a change in the attitude of the public about the mysteries of medical care. It ended the traditional position of physicians and hospitals that quality of care is too complicated for the average person to understand and that it is the private business of the profession. Accountability is now a central concept in all public discussion of health services.
 The report also focused attention on the need to measure the outcomes of all of the components of health services. It stimulated the fast-growing science of measuring clinical outcomes that has shown that the gap between what we know and what we do is far greater than the IOM said it was in 2000. Every week the medical journals and the popular press report new quality findings that raise as many questions as they answer.
 The science of outcome measurement has led to the recent emphasis on comparative effectiveness research. The new law includes millions of dollars to support it. It is a development that I believe must lead to more standardization of the care process. We know that standardization of processes is a key to improved productivity. Comparative effectiveness research compares the benefits and harms of different strategies to prevent, diagnose, treat and monitor health conditions. It will produce evidence-based information about what interventions are most effective for which patients under specific circumstances. 

 If the individual has a right to quality, the individual has a right to receive the care that is most effective, that is, the care that is known to produce the best outcome. The payer, the individual, the government or the insurance company must address the question of value for money. They will stop paying for services by doctors and hospitals that are not necessary, or that have been shown to not be the best way or may in fact be dangerous. Hospitals and doctors will be held accountable for using the most effective strategies, including hospital days. And we must admit that the most dangerous of all is a day in the hospital.
There has been another very clear result of the quality of care revolution. That is the increased emphasis on transparency, the right of the public to information about the quality of care that is provided by doctors and hospitals.  Many hospitals are now posting the results of Joint Commission accreditation surveys on their web sites, employers are requiring their insurance companies to report on quality of care indicators, the national government web site has rating systems for hospitals and nursing homes, popular magazines and newspapers publish annual quality ratings for community hospitals and for individual doctors. Some of the information is advertised for competitive reasons and  laws and accreditation agencies require that the information be made public.
There will increased pressure to improve quality and safety. The government is monitoring hospital level mortality for several specified conditions, and is adding new ones to the list each year. The new law includes penalties for unnecessary hospital related infections, which must be reduced to zero and for readmissions within 30 days of discharge. I believe that soon hospitals will be required to have detailed patient safety improvement plans that are approved by the board of trustees. And, of course, all of this information will be made available to the public.

 It is important to note that the evidence is that the public does not now use the information on quality to decide which hospital to go to. At this time they continue to follow the advice of their doctor. The important question is, how soon will the payer, the government or the insurance company, require the patient to go the doctors or hospitals with the best quality and lowest costs? There will be increasing conflict between the right of the individual to go to the doctor or hospital of their choice and the right of the collective to not pay for it. So the measurement of quality and the public right to the information are very important elements in the coming tension between individual and collective interests.
At the present time hospitals must provide care to many of the 32 million uninsured patients and for many more that are under-insured.  In the short term, that is over the next four or five years, hospitals will benefit because they will be paid for almost every patient. There will be negotiations over the rates of reimbursement, but the fact is that hospitals will prosper. 
There are actually two laws that will benefit the finances of the hospital in the coming four or five years. In addition to the health insurance reform, there is a law that up to 2017 the government will pay hospitals millions of dollars to install electronic health record systems because of the hope that they will improve quality and reduce costs. The combined effect of the two laws will be that more small urban and for-profit hospitals will be built and old hospitals will be replaced. Services will be expanded. The expansion will aided by an improvement in access to capital. The workforce will be expanded and because of shortages and growing union membership the cost of the workforce will increase. 
  The emergency department is the financial hemorrhage department. The present laws require hospitals to provide emergency treatment to everyone and the cost is tremendous. The uninsured and the underinsured use the emergency department as their family doctor. They use it for minor problems or they wait until a minor problem has become an expensive major problem. When the new law becomes fully effective by 2015, those losses will be all but eliminated.

  The American Hospital Association supported the new law and made a public pledge to reduce the rate of increase in hospital costs by billions of dollars over the next decade. There will be great pressure on the hospitals to hold the rate of increases in their charges to something like the annual increase in the cost of living. But it is not clear how to make that happen. 
 The role of technology is very important. The sellers of technology, including devises and drugs, will invest huge amounts convincing the public, doctors and the hospitals that their products will improve their health and their treatment outcomes. They will drive up the demand for the best technologies that science can provide as a right, regardless of the cost. Hospitals will be sold on such technologies as 64-slice computed tomography and prostate MRIs on the basis of their profit margins even when we know that they add very little, if anything, to the quality of care. The sellers of technology will be very happy. Why worry? The insurance system will pay for it. That is where comparative effectiveness studies will become important, even though the health industries are opposed to having the results used for payment decisions.
The result of these developments over the next five years will be to raise public expectations about what the right to health care includes. It is setting the stage for a very serious conflict between individual rights and the collective interest, with the hospital in the middle.
Turning to the long-run, which is beginning in about 2016, the American public debt will be the “elephant in the room” of health services. Some argue that public debt is only a matter of bookkeeping As we have seen in Greece, the time may come when the effects of the debt on the citizen are real.  The government pays for the debt by issuing bonds. About 7% of the income from American taxes now goes to pay interest on those bonds. The interest payments on those bonds (much of it to China) are increasing every year. That must be paid for by reducing government services, increasing taxes or by inflation or some combination of those.

When the public becomes angry about taxes or government spending it will be easy to blame the problem on the health insurance program. Even if it is not a major cause of the debt health care is the perfect target because it touches everyone and there are so many interests in the status quo.
I have said that the new law will increase the costs of health services over the coming four or five years. After that, in 2015 and beyond, the law is supposed to actually reduce the national debt by a combination of changes in payment, increased taxes and improved information systems. There is a great debate about what the long-term impact will be. It depends on what assumptions you make about the future of health care and we know that it is very hard to predict. 
It also depends upon the rest of the economy. We can hope that other factors that have driven up the national debt will improve so that there will not be a strong reaction against government programs and spending. Maybe the economy will expand, reducing our now high unemployment and increasing income from taxes, maybe wars will cease draining billions and maybe the US will stop being dependent on foreign energy. 
Regardless of those  happy thoughts, the population will continue to age, increasing the demand for chronic disease medical care and home health services. Just two diseases, Alzheimer’s and diabetes, are projected to drive huge increases in health costs. Many economists predict that in spite of the efforts of the federal government and the hospital industry the rate of increase in health care costs will continue to grow, adding further to the national debt.
There is disagreement about the impact of the ratio of government debt to Gross Domestic Product, but there is agreement that it is important. According to the OECD the total central US government debt as a percent of GDP in 2009 was about 53%. In 2009 it was 73% in Germany,78% in France and 105% in Italy. If health spending in the US increases at the historic average of 2.5% per year we will reach 90% by 2020. It is likely to increase at a greater rate. There is agreement that is not possible to sustain continued growth of the ratio. The collective interest in controlling the debt, however it is measured, will certainly be a major political issue over the next decade.
Again, the important point is that it will be easy to point to health care and especially to hospitals for the country’s financial problems.  Hospitals are big and conspicuous. It is easy to forget that they are also large employers. In many towns the hospital is the largest employer.  After 2015, there will be political pressure for very strong medicine to reduce costs. It is not clear how to do that. It has not been demonstrated that the solutions that are being promoted to reduce costs do actually work. They include increasing preventive medicine, using universal electronic health records, organizing  practitioners into teams, increasing out-patient procedures, improving quality and paying for performance At best, they may reduce the rate at which costs increase.
My prognosis is that the collective interest in applying strong medicine to control health costs will lead to limitations on the traditional rights of the individual to the health services of their choice. One obvious step will be the introduction of controls on hospital location, size, the services that they can offer and on the return on their investment. Hospitals will of course resist, but the public will probably support such regulation. Hospitals may become regulated public utilities, like the privately owned electric and communications companies. 
There are two possible implications for investor owned hospitals. For-profit hospitals are a small portion of US hospitals, about 875 of a total of 5000. One possibility is that they are not a good long-term investment because there will be limits on profit. The other possibility is that they will be good investments because a profit level will be assured. It all depends on the philosophy of your business model.

The movement of independent hospitals into large systems that has taken place in the last 15 years will continue at a faster pace. There is no future for independent free-standing not-for-profit or investor owned hospitals. They cannot survive tight cost controls but must seek the shelter of large systems that have strong purchasing power, the ability to negotiate with insurance companies and offer cost-saving centralized support services. Similarly, there is very little future for independent doctors. There is already a strong trend toward group practice and groups are getting larger. The groups will integrate with the hospital systems. The spread of universal health information systems is setting the stage for the integration and it is clear that the congress wants medical care to be delivered in a much more integrated way. The new law provides support for experiments with new ways of paying a single bill for all services.
Another likely change will be to apply comparative effectiveness studies to assess new technologies and to control their introduction and distribution. If that results in reduced investment in invention, it will be seen as a necessary trade-off. Insurance systems will require their members to use designated centers of excellence that have approved technologies for major conditions. That means that the citizen will not have the right to use the hospitals that closer to home or that offer better amenities. And it is inevitable that insurance benefits will be reduced and more costs will be shifted to the individual.
In the European context these developments will not be seen as revolutionary. But to many Americans it will be shock therapy after four or five years of improved access and service expansion under the new law. In my opinion over the coming ten years many of the political and technical foundations for universal health insurance are being put in place. Certainly the present system, with uneven quality, problems of patient safety and uncontrolled costs cannot continue. You may see something that resembles the Canadian system develop. The political process will be forced to engage in mediating the rights of the individual vs. the collective interest and you can be sure that the place of the hospital as we know it today will be very much at risk. 
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