Research Grants Studies

Section 1110 of the Social Security Aect pro-
vides for a cooperative research grants program
The grants are given by the Social Security Ad-
mimstration (SSA) under this program to non-
profit organmizations for research i the broad
area of social security A report on a recently
completed grants project 13 summarized below
The project, designed to evaluate the effectiveness
of patient care n hospitals, was directed by
Gerald Gordon of Cornell University and sup-
ported by SSA Grant No 56076
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HOSPITAL ORGANIZATION EFFECTIVENESS OF
PATIENT CARE

An assumption often made 1s that modern
medical technology 1s costly Clearly hospital
medical costs are rismg with a large percentage
of the rise attributable to increased delivery of
new and improved medical services made possible
by advances 1n medical technology

It 15 less clear, however, that new medical tech-
nology per se increases the costs for care Indeed,
the argument can be made that by increasing the
ability to treat 1llness, technology that facilitates
higher quality care may be reducing patient care
costs A major problem 1n dealing with the effect
of technology and efficiency 1s the difficulty m
applying econometric methods to nonprofit areas
such as health As a result of the difficulties m
assessing quality of care from an economic per-
spective, many mvestigators have discussed medi-
cal cost reduction with little reference to the level
of care provided A consideration of the state of
hospital technology, efficiency, and quality 1s
necessary 1f the question of the utility of expendi-
tures for health care 1s to be dealt with adequately

Three factors were felt to be critically related
to the effectiveness of a hospital Its range of
services, the modermty of its care system, and the
cost of service

This project was specifically designed to study
the cited factors In essence, 10 1mnovations 1n
the area of respiratory disease were studied These

mnovations have been rated by panels of experts
Measures were developed to use in assessing which
of these mnovations should have been 1ntroduced,
which have proved extremely beneficial, and which
have proved less than beneficial Records of adop-
tion patterns for 845 hospitals were obtamed that
mdicated those hospitals that were most able to
mtroduce 1nnovations In desirable areas, com-
pared with those that were not In effect, this 15
a measure of the modermty of care available
Data were also obtained on developed meas-
ures for the range of service provided by a given
hospital and 1its efficiency (that 1s, cost of provid-
mg service) With these three measures, a viable
index of quahty care has been developed that
can be termed “hospital effectiveness ¥ The index
may not be a “complete” one, but 1t does provide
a meaningful mechanism for assessing the mod-
ernity and depth of facilities available, and the
efficiency with which service 1s delivered

Another key area of interest 15 the relationship
between the quahty of care and the general finan-
cial information procedures mn hospitals These
procedures vary from no budgets and very rudi-
mentary recordkeeping methods to very sophisti-
cated finanmal procedures of cost analysis and
expenditure forecasting The hypotheses were
that effectiveness of care would be related to
financtal information procedures and that such
procedures affect the organzation’s flexibihity and
receptivity to change in treatment patterns, pa-
tient management, and patient support It was
further postulated that the effect of support and
budgeting procedures upon hospital effectiveness
would be mediated by the organizational and
bureaucratic system of the hospital, and these
factors were studied m depth

The fact that a hospital can treat the whole

The final report of this completed research grants
projeet 48 in the Sorial Security Administraiion
Iabrary, 571 Altmeyer Building, 6401 Securtty
Blvd , Baltunore, Mfd 212335, and in the Library of
the Office of Research and Statistics, Room 320-0,
Unwersal North Buildeng, 1875 Connecticut Ave,
N W, Washwngton, D C' 20009 Copies of the reports
may be obtawmed through interhibrary loans (Also
in these hbraries are copiesd of more than 50 other
regearch grants projects that have been completed
since 1963 A st of these projects appeared in
the May 197} BULLETIN }
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patient means that, in general, patients do not
have to be transferred in order to receive emer-
gency treatment, and facilities are available for
handling complications associated with a particu-
lar disease Such a situation appears to be funda-
mental to the concept of an effective hospital
Similarly, a hospital that lacks medical innova-
tions deemed 1mportant by medical experts simply
cannot deliver effective care by current standards
Fnally, because medical care imvolves economic
goods or scarce resources, cost nefliciencies may
function to deny services to those who need them
and hence limit a hospital’s effectiveness Thus,
a hospital 1s considered effective to the extent
that

1 It offers a full complement of services, enabling
it to dlagnose and treat the whole patient and all
aspects of disease (Range of services dimenslon)

2 It has adopted and put into use technical innova-
tions viewed by leading medical personnel as impor-
tant for the diagnosis and treatment of disease
(Modernity dimension}

3 It is able to deliver its services in an eflicient
manner (Efficlency dimension)

Data Base

Survey data has been coMected on a random
sample of 1,000 hospitals drawn from the 7,000
American Hospital Association (AHA) member
hospitals Data on these hospitals collected by the
AHA 1n 1ts annual survey m 1968 also are avail-
able The case study design allowed comparison
of hospitals with high or low technical modernity,
range of service, and efficiency—controlling for
the s1ze of the hospital, location (rural or urban),
and type of ownership (Federal, government,
non-Federal, voluntary, or proprietary) The
presence of these three controls facilitated the dis-
covery of volitional factors (that 1s, those that
can be altered) associated with effective hospitals

Conclusion

At this pomnt the findings indicate that
major varilations m cost are affected both by
the structure of the hospital and the “vimbility
of consequences” occurring within the hospital
Visibility of eonsequences involves both the avail-
ability and use of economic and medical data

BULLETIN. APRIL 1976

within the system In the analysis, however, cer-
tain questions remain unanswered Mamly, does
this cost-saving reflect a decrease in the quality of
care recetved! Preliminary indications are that
these savings do not represent a decrease m
quality It 1s extremely important to stress the
need for much more information on the quality
question before drawmmg hard conclusions

This analysis of economic costs was based pri-
marily on secondary data sources such as the
AHA data bank In order to clarify questions
regarding costs 1t would be necessary to do much
more intensive case studies in the hospitals of
the decision-makmg functions regarding resource
allocation, as well as takmg a closer look at actual
accounting procedures employed within a hospi-
tal This additional study should be done 1n con-
junction with medical economists If the current
findings are verified, important savings in hos-
pitals’ costs can be effected throngh manipulation
of visihility of consequences

It should be pointed out that the savings are
primarily effected through a reduction in the
length of time a patient stays in a hospital. In
hospitals with fewer than 200 beds, for instance,
patients 1n hospitals with high wisibility of con-
sequences stayed on the average one day less than
patients m hospitals with low visbility of con-
sequences This difference 1s critical because 1f
further research should mdicate that 1t reflects a
more rapid recovery rate and/or a more rapid
return to the job, the result would be decreased
hospital costs and a potential decrease m overall
disability costs Moreover, the extra facilities that
would become available if patients were not using
hospital beds for as Iong a stay should result in
efficiencies and economies in future construction

Clearly, 1f hospital stays can be reduced with-
out quality loss, there are rather considerable
economic gamns to be made on many levels The
prehminary findings indicate that this may be
possible A small study should be undertaken,
before proceeding further, to investigate in
greater detail quality and cost accounting ques-
tions, as well as the related question, “Under
what conditions is visibility of consequences
maximized #” This study should be done by using
selected cases from the existing sample

A different pattern is seen for large and for
small hospitals In small hospitals the involve-

(Continued on page 33)



T aBLE M-3 —8elected social mnsurance and related programs Beneficiaries of cash paymente, 1940-75

[In thousands. For explanatory footnotes on programs, sce table M-1]

Retirement and disability Burvivor TUnemployment
Railroad
Atend of OASDHI! temnpo- Toderal
selected month Federat Federal r"f s~ | gtate lung™
Rallroad!| olvil | Veterans | OASDHI | Ratlroad [ elvil |Veterans| sbility ¢ | 370% |Ratroaq s "RE
Raotire-| Dis- service service
meont 3 ability
146 4 810 T 8i...... a. 223 4
173 92 1,534 597 4 M [12']: 35 1,748 13
266 101 2,366 1,152 142 25 1,010 a2 83 35
427 234 2,707 2,172 208 T4 1,156 as 912 48
87 879 2566 134 1,308 84 2,185 102
11 &85 1,027 587 8,137 3 812 262 167 1,547 a 1,993 8
12,675 1,275 585 433 8,177 4,108 270 182 1,863 30 1 59
13,262 1,452 504 165 8,105 4,31 28 1687 1,750 i 1,600 49
13,607 1,568 600 494 4,589 286 214 1,848 29 1,351 41
14,175 1,730 620 522 8,218 4,043 201 227 1,024 25 4038 80
15,437 1970 564 8,194 360 209 240 1,908 938 18
5,907 2,141 641 588 3,178 5,650 300 258 2,077 2 089 39
6 204 2 385 647 813 8,171 96 318 274 2,181 25 041 19
14,506 2,488 a5l 438 8,179 8,220 321 288 2,208 23 1,084 16
17 096 2,665 853 807 8,210 6,468 326 308 2,301 22 2,045 21
17,660 2 930 660 747 8,251 6,700 380 a4 2,865 20 1,784 38
18,176 3,250 g6l 829 8,288 6,919 334 843 2, 16 1,458 17
19,151 8,561 924 8,267 7,160 386 888 2, 14 1,462
N 3,012 687 81 8,250 7,254 a6 878 2,282 15 2,718 14
10,648 3,912 687 981 3,250 7,254 36 a7 2,282 15 2,718 14 487
19,787 3,046 668 983 8,218 7,269 336 16 8,845 2 488
, T8 3,988 664 W2 3,212 7,286 337 16 4,240 24 480
10 BO4 4 024 a70 297 8215 7,302 338 17 4,586 25 400
, 838 4,081 674 1,000 3 220 7,821 336 16 4,328 26 488
19 897 4,108 a78 1,002 3,222 7,850 387 15 8,083 2 486
19,925 4,125 681 1,002 3,227 7,321 338 15 8,572 19 485
K 4,130 684 1,006 8,248 7,222 a7 16 8,342 1 485
4 178 asp 1012 3 235 7.265 337 18 3 084 25 484
20 142 4,202 6l 1,023 8 236 7,284 3a7 17 2,630 82 484
20,228 4,204 683 1,025 3,238 7,811 338 18 2 449 33 484
20,287 4 814 1,027 3 239 7,336 837 17 2,498 29 483
20,364 4,362 04 1,020 3,244 7,868 337 19 [ 37 432

! Includes dependents

* Beginning Oct 1966, includes special benefits authorized by 1966 legisla~
tion for persons aged 72 and over and not insured under the regular or tran-
sitlonsal provisiona of the Soclal Becurlty Act

¥ Monthly number at end of quarter

¢ Average number during l4-day registration %erlod

¥ Average weekly number Includes regular Btate unemployment insar

ance, the Federsl employees’ unemployment compensation program, snd
the ex-servicemen's compensation program

4 Includes dependents and survivors

T Less than, 5&)

# Data not available

Source Based on reports of administrative agencles
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ment of the board of trustees m daily operation
18 associated with decreased costs As hospitals
grow larger, the board’s mvolvement has less
relationship to efficiency Indeed, this approach
makes sense 1f it 15 assumed that m very large
hospitals the extent to which part-time boards
can actively intervene 1n daily activities 1s negh-
gible Even 1f large hospitals are excluded (that
18, hospitals with 200 or more beds), the findings
can be generalized to apply to more than half
the hospitals withm this country

From an analytical perspective, as predicted,
vismbility of consequences mecreases the “power
of prediction” of both costs and adoption It
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appears that hospitals achieve a “better fit”
between internal structure and environmental re-
quirements (1mplicit 1 the control factors) if
they can reach haigher levels of visibility of therr
own activities

The questions now raised are* How can hospi-
tal owners and administrators raise the level of
visibility of consequences m their hospital and
to whom should such imformation be directed?
It 1s appropriate to mention here various efforts
made by hospital admimistrators to estabhish
quality control procedures (under the stimulus
of various external agents), but further study
18 necessary to find out whether medical audit
reports, for example, are accessible and are in
a form that 1s meaningful to admimistrators and
owners



