Data Update
Uninsured and Underinsured

Lack of Health Insurance Causes

Over 18,000 deaths annually
An Institute of Medicine (IOM) panel estimates that 18,300 Americans aged 25-64 died in 2000 due to lack of health insurance. The IOM panel reviewed over 130 studies on the impact of insurance coverage on health, concluding that the 30 million uninsured adults are 25% more likely to die prematurely from heart disease, cancer, car accidents, and HIV than their insured counterparts. (Editors' note: The IOM study excludes several groups that experience adverse health effects from having no or skimpy coverage:  uninsured children, seniors without prescription drug coverage, and underinsured Americans.  As a result their estimate reflects only part of the total excess mortality in the US due to a lack of national health insurance). The IOM study also notes that other important but less tangible benefits are associated with health insurance, such as "financial security and stability, peace of mind, alleviation of pain and suffering, improved physical function, and disabilities avoided or delayed" (Washington Post, 5/22/02, IOM 2002 publication Care without Coverage:  Too Little, Too Late, www.nap.edu, $27.00, 1-800-624-6242.  Also see Coverage Matters:  Insurance and Health Care IOM, 2001).

· Families USA estimates that 2.2 million people lost their health insurance in 2001, pushing the total number of uninsured last year to 41 million.  About half of the newly uninsured are laid-off workers who lost their health benefits, and half are their spouses and dependents (Families USA, 2/12/02).

· Over 40,000 members of the Screen Actors Guild (SAG) are at risk of losing their group health insurance. Currently, SAG members qualify for health benefits if they earn at least $7,500 a year from performances, but that figure will soon triple to over $20,000.  The new SAG group health plan will also have much higher co-payments and deductibles. 75% of the SAG membership earns too little to qualify for benefits even at the current minimum (LA Times, 3/8/02). 

· Over 400,000 Tennesseans will lose their health coverage under the TennCare program on January 1, 2003.  The state plans to cut costs by making enrollment and re-enrollment standards for "TennCare Medicaid" stricter, adding co-pays for medications, and creating a separate program ("TennCare Standard") with bare-bones benefits for low-income individuals not eligible for Medicaid and for patients who are "uninsurable" as determined by a review of medical records (previously a denial letter from an insurer was proof of uninsurability) (American Healthline, 6/3/02, #5 "CMS Approves TennCare Waiver Application").


One in four Americans aged 19-64 (38.4 million people) were uninsured during all or part of 2000, according to a survey by the Commonwealth Fund. Half (50%) of the uninsured reported problems paying a medical bill, and 27% said they had to change their way of life ("spending most or all of their savings") to pay for medical care.  54% of people who were uninsured in 2000 experienced a problem accessing health care (not seeing a doctor when sick, not filling a prescription, skipping tests or treatment, or not seeing a specialist) vs. 21% among those with health insurance (Commonwealth Fund release, 12/12/01).
· Adult's access to health care fell slightly between 1997 and 2001. 5.8% of Americans (16 million people) didn't seek needed care in 2001, up from 5.2% in 1997.  Another 9.8% of the population (about 26 million people) delayed seeking care in each year. Access to care for children improved slightly, with 5.1% foregoing or delaying care in 2001, compared with 6.3% in 1997.  Among the uninsured, 93.1% cited cost as the main reason for not getting timely medical care. People with insurance cited costs (52.3%), problems with their insurance (33.4%), and/or problems such as not being able to get appointments (28.5%) as barriers (The Center for Studying Health System Change, Wall Street Journal, 3/22/02).

· The percentage of working, non-elderly Americans covered by employer-sponsored insurance rose only marginally from 1997 and 2001 (from 76.8% to 77.5%), despite a strong economy, stable health care costs, and a demand for workers.  According to the survey of 60,000 non-elderly people in working families by the Center for Studying Health System Change, "economic growth alone" will not reduce the number of uninsured Americans. ("Working Families Health Insurance Coverage" HSC release, 8/21/02).

· Although Medicaid covers prescription drugs, states are imposing co-pays and other restrictions that sharply limit beneficiaries' access to medications.  29% of the uninsured and 26% of Medicaid recipients (age 18-64) report not being able to obtain a needed prescription in the past year due to cost. 61% of the uninsured and 41% of Medicaid recipients with two or more chronic conditions could not obtain a prescription due to cost. The combination of poverty and a high burden of illness (29% have two or more chronic conditions) makes the Medicaid population very vulnerable. Eight percent of Medicare recipients and a similar proportion of non-elderly insured persons reported that they could not obtain a prescription ("Prescription Drug Access:  Not Just a Medicare Problem" HSC Issue Brief, April 2002).

· Among all seniors (including those with coverage for medications), 21% of minority seniors, 16% of low-income seniors, and 13.4% of seniors with out-of-pocket costs exceeding $100 per month limit their use of medications due to cost concerns (Journal of General Internal Medicine, California Healthline, 12/07/02).


600,000 Steel Workers Lose Health Insurance
More than 600,000 retired steel workers are losing their health insurance and prescription drug benefits because their former employers are bankrupt.  While many retirees are Medicare-eligible, others are too young for Medicare. Plant closings and disability have forced many to retire in their 50's, often with illnesses that make private coverage either unavailable or unaffordable. "I've spent so many hours on the telephone…the stress of this is unbelievable," said one woman whose husband recently had a stroke and takes expensive anti-rejection drugs after a kidney transplant (Pittsburgh Post-Gazette, 3/24/02).  Many former steel workers are also losing all or part of their pensions.  A 51 year old man who worked 32 years for a Chicago steelmaker had his pension cut from $2,400 to $1,100 per month.  Health insurance premiums for him and his wife, who has asthma, will be $900 a month (Chicago Tribune, 4/1/02).

· Several states have stopped recruitment or capped enrollment of low-income children in the federally-subsidized Children's Health Insurance Program (CHIP), which now covers 4.6 million children.  Some states are close to dropping kids, while others have cut benefits or started charging premiums or co-payments.  Others have made the enrollment process more difficult for parents, who must show proof of income and come in for frequent face-to-face interviews in order to keep coverage. In North Carolina in the first six months of 2001 (when new enrollment was frozen) nearly 20,000 of the 78,000 children in the program were dropped. In Illinois, 17,032 children were enrolled and 14,161 were dropped in one month (May, 2002). (Los Angeles Times, 2/25/02, personal communication, Robin Gable, 8/22/02).

Costs
· Average annual premiums for employer-sponsored coverage in 2001 were $2,650 for single and $7,053 for family coverage, with employees paying 15% and 27% of premiums, respectively (KaiserUpdate, 5/20/02).

· Health spending rose 6.9% in 2000, to $1.3 trillion, $4,637 per person.  Health care's share of GDP increased to 13.2%. Prescription drug spending rose fastest (up 17%); physician costs rose 6% and hospital spending rose 5%. (Levit, Health Affairs, 1/02).


The U.S. will spend an estimated $5,757 per capita on health care in 2002, a total of $1.55 trillion, 14.7% of GDP (www.cns.gov) Office of the Actuary, CMS,).

· Health care spending will double by 2011, according to the Centers for Medicare and Medicaid Services (formerly the Health Care Financing Administration).  Researchers estimated that costs will rise to $2.8 trillion, and account for 17% of GDP, $9,216 per person.  They predicted that health inflation will gradually slow to 5.9% due to "slower projected real income growth, a move toward more restrictive forms of managed care, a rise in the uninsured population, and an increase in the use of consumer cost sharing." (Editor's note: PNHP President Dr. Don McCanne commented on these factors: "We don't have much control over per capita income growth, but the other three factors are cruel and inhumane mechanisms of slowing the growth of health care costs.  Instead of erecting more financial barriers to care, we could replace those mechanisms with a globally-budgeted publicly administered program of universal heatlh insurance.  Excess growth would be constrained, but in an equitable and humane manner.") (Health Affairs, March -April, 2002, "Quote of the Day,” 3/13/02, subscribe at don@mccanne.org). 

· A survey of businesses by Hewitt Associates found that HMO's have notified employers of premium increases averaging 22% for 2003, the third year in a row of double-digit growth.  Premiums rose 10.2% in 2001 and an estimated 15.6% in 2002.  Employers are planning to pass much of the increased cost to employees in the form of increased premiums, higher co-pays and deductibles, and increased costs for prescription drugs (Hartford Courant, 6/5/02, AP 6/5/02).

· U.S. corporations reported a total of $400 billion in future liabilities for retiree health benefits last year.  In 2001 the Ford Motor Company paid $1.92 billion for health care for about 150,000 retirees, up 24% from $1.55 billion in 2000 (New York Times, 5/10/02, Wall Street Journal 6/11/02). General Motors spent $4.2 billion on healthcare expenses for 1.2 million employees and retirees in 2001, up 8% from the prior year (Reuters, 4/12/02).

California Could Cover All, Save Billions with Single Payer System

A single payer system in California would cover all the state's 6 million uninsured and still save over $7 billion annually in health spending, according to a fiscal study by the conservative Lewin Group.  See page 19 for details.

· Prescription drug costs account for 40% to 60% of employer health costs for retirees over 64 (because Medicare does not cover medications).  As a result of rising drug expenditures, retiree health benefit costs have been increasing 18% annually and could increase by as much as 34% next year (U.S. Chamber of Commerce, New York Times, 5/9/02).


Premiums to Rise over 25% in CalPERS

The nation's second largest purchaser of health insurance (after the federal government), the California Public Employees' Retirement System (CalPERS), was forced to accept an average 25.1% premium increase for 2003.  Two insurers that sought even higher increases, PacifiCare and Health Net, were dumped from the program, forcing 350,000 CalPERS members to switch health plans. CalPERS is often cited as a national model for cost control (San Francisco Chronicle, 4/18/02, California Healthline 5/2/02).

Socioeconomic Inequality and Health Care Disparities

· Nationwide, income is more unevenly distributed than at any time since at least 1941.  The top 1% of Americans hold 38% of the nation's personal wealth.  The top one-fifth own 83% of wealth.  The US leads the industrialized world in income inequality (Economic Policy Institute, LA Times, 5/18/02). 


Enron paid its top 144 executives and directors over $621.7 million (excluding stock options) just before it headed into bankruptcy.  Kenneth Lay received $137.9 million and $81.5 million in loans, which he repaid with (now almost worthless) stock.  Meanwhile, the 4,500 employees fired after Enron's bankruptcy will share a settlement of $28.8 million, about $19,000 each, in partial severance pay.  During 2001, Enron gave $15.2 million in political contributions, mostly to Republicans (Chicago Tribune, 6/18/02).

Women are more likely than men to report a problem with health care costs, according to a survey of 4,000 women and 700 men aged 18-64.  Nearly one-quarter (24%) of non-elderly women report delaying or skipping needed health care last year due to costs, and 21% reported not filling a prescription, compared with 16% and 13% of men, respectively. 59% of uninsured women, 42% of women in fair or poor health, 39% of low-income women, and 31% of Latinas delayed or went without needed care.  Paying for prescription drugs was also a problem for non-elderly women: 40% of uninsured women, 27% of women with Medicaid, and 15% of insured women reported not filling a prescription in the last year due to cost (Kaiser Family Foundation Survey, 5/7/02).

· Poor women are 41% more likely to be diagnosed with breast cancer at a late stage, 44% less likely to receive radiation therapy for breast cancer, and three times more likely to die of their illness than their non-poor counterparts, according to a study of over 5,700 breast cancer patients in the Detroit Cancer Registry.  Poverty (defined in this study as coverage by Medicaid) had a greater impact than race in determining patient outcomes (Bradley et al, Journal of the National Cancer Institute, AP, 4/2/02).


A survey by the Kaiser Family Foundation found a "significant medical divide" along socioeconomic lines in the U.S. Among families earning less than $25,000, 38% reported problems paying medical bills, compared with 23% of families earning between $25,000 and $50,000, and 9% of families earning more than $50,000.  51% of respondents with insurance reported being concerned about not being able to afford health coverage, and half (50%) are concerned about their benefits being reduced (Kaiser Family Foundation Survey, 6/5/02).

· Compared to white Americans, minorities are less likely to have a usual source of care or a regular doctor, and more likely to lack health insurance or report problems communicating with doctors, according to a survey by the Commonwealth Fund.  Minorities also have more health problems and are more likely to rate their health as "fair" or "poor.”  Blacks over 50 are more likely to have been diagnosed with hypertension, heart attack, cancer, diabetes, anxiety or depression, obesity, or asthma (77%), vs. 68% of Hispanics and 64% of whites.  Nearly half (46%) of working-age Hispanics lacked health insurance for all or part of 2000, compared to one-third of blacks and one-fifth of whites.  41% of Hispanics, 28% of blacks, and 19% of whites do not have a regular doctor; 33% of Hispanics, 23% of blacks, and 16% of whites reported problems communicating with their doctors, including not understand the doctor, not feeling listened to, and having questions that they don't ask ("Minority Americans Lag Behind Whites on Nearly Every Measure of Health Care Quality," www.cmwf.org/media/releases, Commonwealth Fund, 3/6/02).

· An upcoming report by the Institute of Medicine also documents that minorities are more likely to receive lower quality health care. Unequal Treatment: Confronting Racial and Ethnic Disparities in Health Care. 768 pages. (IOM Report, 2002.) The abstract and full text are available online at www.nap.edu.

Corporate Money and Care

Health insurers paid out 79.2% of premiums in claims in 2000, according to A.M. Best Co.  In other words, health insurers' overhead and profits totaled 20.8% of their revenues (Wall Street Journal, 4/9/02).

· The Supreme Court voted 5-4 to uphold an Illinois law allowing patients to appeal to independent reviewers when an HMO refuses to pay for treatment (Moran vs. Rush) Debra Moran required costly shoulder surgery.  Her HMO wanted her to have a less expensive treatment.  An independent review triggered by Illinois' state law determined the costlier surgery was necessary. About 40 states have laws requiring insurers to pay for medical care that an outside independent panel determines is medically necessary. The ruling confirms state's rights to regulate HMO coverage.  It did not address the issue of whether patients have the right to sue HMOs (Chicago Tribune, 6/21/02).


The health care industry spent over $234 million on federal lobbying in 2001, more than any other industry.  The communications industry was the second highest, at $217 million (Washington Post, 8/19/02).  

· Wellpoint Health Networks, the parent organization of Blue Cross of California, posted a 46% increase in profits for the first quarter of 2002. Wellpoint's "medical loss ratio," the percentage of revenues spent on medical care, is 81%.  UnitedHealth Group Inc, the nation’s largest HMO, posted similar gains. Standard and Poor's managed-care stock index, composed of the five largest HMO's, increased 21% for the first quarter of 2002, in contrast to a 4.8% drop in the S&P 500.  One analyst attributed the lush profits to HMO's increased acquisitions and market power:  "You've had a shakeout in the industry, the peripheral plans are gone...so managed-care organizations are not as likely today to lower prices to win a piece of the business" (Los Angeles Times, "A Bright Spot in Health Insurance," Los Angeles Times, 4/25/02). 


Kaiser earned a net profit of $297 million on revenues of $5.5 billion for the first quarter of 2002, up 90% over 2001.  Kaiser also reported an increase in

 membership of 126,000 members to 8.3 million.  High and climbing premiums contributed to the rosy picture; Kaiser's premiums are going up 25% again next year for public sector workers (San Francisco Chronicle, 5/1/02). 


Kaiser was fined $500,000 last year for failing to approve a specialist referral for a 19-year old man with muscular dystrophy who had trouble breathing. His mother called physicians at UC Davis, but was told he couldn't be seen without a referral.  He suffocated in his sleep six days later. The head of California's Department of Managed Care noted that the man died even though "the mother had been very aggressive and vigilant in looking out for her son.  She had called Kaiser repeatedly" (AP, "Kaiser Permanente Fined Over Death" 11/15/01). 


Kaiser Permanente of California paid phone clerks at its three call centers in Northern California bonuses to limit access to appointments (to less than 35% of callers), to skimp on time assisting callers (less than 3 minutes and 45 seconds for an average call), and to transfer fewer than 50% of callers to nurses for help.  Staffers could earn a bonus of up to 10% of their salary for meeting the goals. The program was in place from January 2000 to December 2001 (LA Times, 5/19/02).


Indianapolis-based insurance giant Anthem and California's Wellpoint Health Networks are the largest owners of Blue Cross and Blue Shield plans.  Both firms are racing to acquire more Blue Cross Blue Shield plans and to convert those plans to for-profit status.  Together they own plans in 11 states with 15.3 million of the 82.6 million Blue Cross subscribers nationwide.  They are in negotiations to take over 5.7 million more subscribers in Virginia, Maryland, Delaware, Kansas, and DC, and have their sights set on 9 million more members in New York (Empire), New Jersey (Horizon), and North Carolina.  Wall Street analysts are predicting that Anthem may try to take over Wellpoint or vice versa.  The national Blue Cross association has allowed for-profit takeovers of plans since 1994.  Wellpoint has the largest Blue Cross Blue Shield plan membership with nine million members in California, Georgia, and Missouri.  Anthem has 6.3 million members in eight states and reported a 51.4% increase in profits in 2001. Subscribers in Blue Cross Blue Shield of Maine are complaining of rising premiums and deductibles of $5,000 or more in the small group and individual market since its takeover by Anthem and conversion to for-profit status (New York Times, 5/26/02).

· The Kraft Foods factory that has made Life Savers candy in Holland, Michigan for decades is moving to Mount Royal, Canada.  Life Savers will pay non-union workers in Canada about $12.50 an hour, $3 less per hour than current workers.  With the Canadian government picking up the tab for health coverage, the savings come to about $6.5 million a year (LA Times, "Workers Feel Like Suckers" 3/20/02) 


More than 90% of the nation's nursing homes have too few workers to take care of patients, according to a study by the Department of Health and Human Services.  Patients in facilities with too few staff were more likely to experience bed sores, malnutrition, weight loss, dehydration, pneumonia, and sepsis.  The report recommends that facilities have at least one nurse's aide for each 5-6 residents from 7 a.m. to 11 p.m.  Currently, staffing levels are about half that, with one aide per 8-14 residents (New York Times, 2/18/02).


Nursing home chain Beverly Enterprises has offered the federal government $77.5 million to settle an investigation into Medicare billing fraud.  The firm paid a $175 million fine in February 2000 for Medicare fraud at 10 of its homes.  The current dispute regards the cost reports Beverly submitted to Medicare from 1996 to 1998 (Modern Healthcare, 2/11/02).

Mangled Mental Health Care

It's old but we hadn't seen it. Minnesota taxpayers paid $51 million for mental health and addiction services between 1994 and 2000 for patients who had private insurance, according to a study of billing records by the Minneapolis Star Tribune.  Minnesota Attorney General Mike Hatch sued the HMOs for reimbursement.  Blue Cross agreed to repay $8.2 million for care for its enrollees and also agreed to increase access to psychiatrists, allow independent review of treatment decisions, and to significantly increase access to treatment for chemical dependency and eating disorders (Star Tribune, 6/17/01 and 6/19/01).  

· The Attorney General (AG) of Connecticut discovered massive fraud in a "non-profit" managed mental health firm that was supposed to provide services to enrollees in Anthem Blue Cross and Blue Shield of Connecticut.  While the president received a six-figure dividend, the firm withheld payments to providers and implemented a practice of arbitrary denial of care. The AG recommends the state pass legislation to protect patients "from carveout bias and greed, and ensuring that managed care companies are held accountable for their misdeeds." (Executive Summary, www.cga.state.ct.us).

Hospitals, Inc.
· Columbia HCA, with 184 hospitals, reported strong earnings for 2001.  It earned $1.05 billion in 2001 on revenues of $18 billion - more than four times its 2000 earnings of $219 million (Modern Healthcare, 2/11/02). HCA's stock price climbed 40% in 2001. HCA's jump in earnings was driven more by higher prices (9.5%) than by an increase in admissions (2.8%) based on data from the fourth quarter of 2001.
The firm paid more than $840 million in criminal and civil fines in 2000 for Medicare fraud. (Wall Street Journal, 2/6/02 and 2/27/02, Modern Healthcare, "HCA Seeks to Prevent Employee Testimony" 2/18/02)

The New Medical Arms Race
 Hospitals nationwide are investing hundreds of millions of dollars in building cardiac surgery centers.  A survey of 43 hospitals, part of a 12 city tracking effort, found that over 40% are building specialty care centers, such as units dedicated to cancer, orthopedics, cardiac surgery and weight loss surgery.  Each year, about 1.4 million Americans have CABG or angioplasty, and the cost of their care is $115 billion a year.  Cardiac care is profitable - insurers pay, on average, $29,300, and hospitals net over $6,800 in profit.  


Some hospitals are creating special for-profit entities to run their cardiac surgery centers, so that doctors can share in the profits.  CABG rates vary from 2.4 per 1,000 population in Grand Junction, Colorado to 12.5 in Redding, California, according to the Dartmouth Atlas of Health Care.  Robert Brook of UCLA and Rand, who has studied the risk to patients from unnecessary surgery, believes that there is no shortage of facilities and that more research should be done before hundreds of millions of dollars is spent on increasing supply.  The glut of facilities may well increase mortality as more patients undergo surgery in centers that do less than 200 procedures per year (USA Today, "Medical Centers Become More Specialized to Increase Profits," 2/20/02).

· Two hospital supply purchasing companies, Premier and Novation, sell a total of $34 billion in products to their networks of over 1,500 hospitals each year.  The private, for-profit buying groups are financed not by their member nonprofit hospitals - but by the product manufacturers or suppliers. Suppliers pay Premier and Novation a percentage of hospital purchases (and in some cases have given Premier officials stock) - a legalized form of kickbacks that critics say keeps prices high, gives monopolies to companies that can pay high fees or "donate" to research and venture-capital funds, and keeps hospitals from adopting innovative products by smaller manufacturers. (Congress exempted the groups from anti-kickback laws in 1986). The firms do not report how much each supplier pays them, or the terms of individual contracts on which they take in hundreds of millions in fees.  Premier's income in 2001 was $515 million, with $307 million in supplier fees.  (New York Times, 3/4/02).



In 1996, Premier invested $100 million to form a generic drug company (American Pharmaceutical), then became its chief buyer, despite multiple quality problems at its manufacturing plants.  Premier received $46 million when the firm went public last year, and receives a percentage of sales by American Pharmaceutical to member hospitals.  Premier or its investment fund has had financial interests in over 20 medical supply companies, about 10 with which it also has business contracts.  Hospitals are starting to investigate the firm's practices, including high overhead, large executive salaries, lavish meetings, and low rebates to member hospitals in comparison to other purchasing groups. (New York Times, 3/26/02, 6/7/02).

· Tenet's profits "surged beyond expectations" in the quarter ending May 31, 2002, according to the Bloomberg News (July 12, 2002).   Profits were up 43% to $321 million from a year ago on total revenues of $3.74 billion (up 17%) (LA Times, 7/12/02).  Tenet owns 116 hospitals in 17 states, including 33 in Southern California. 

Tenet's stock rose 35% in 2001 "with a regimen of aggressive expansion and price hikes," beating Standard & Poor's composite health-care index. "Tenet has moved very aggressively in Southern California, Texas, Louisiana, and South Florida, where there [are] a lot of…aging baby boomers."
Tenet was fined $29 million to settle claims of Medicare billing fraud for home health care services delivered in Florida from 1994-1997 (US Dept. of Justice press release, 7/17/02).

Tenet CEO Jeffrey Barbakow sold two million stock options for a profit of $111 million.  His stock windfall comes just months after he received a $3.3 million bonus from the firm.  He still holds over five million options and one million shares in the firm.


 Tenet is investing heavily in profit-generating services like cardiology, orthopedics, and neurology at its hospitals, while closing hospitals that fail to become profitable, such as St. Luke's Medical Center in Pasadena. (LA Times, 1/5/02, Los Angeles Business Journal, 4/15/02). 

· For-profit hospice firm Odyssey quadrupled its profits to $12.9 million in 2001 on revenues of $130 million.  Their strategy for maximizing profits on Medicare reimbursement of $110 a day? Target "healthier" patients who, on average, take longer to die (e.g. a patient with congestive heart failure instead of a patient with cancer). Care needs are usually highest on the first few days of hospice care (due to needs assessment, equipment acquisition, etc).  Average length of stay increased 35% in 2001, to 61 days.  75% of bonuses for managers are based on their ability to keep costs down. Odyssey has expanded by acquisition - buying 70% of its offices.  The firm has 40 offices, mostly in California and Texas (Forbes, 4/1/02).


Emergency Departments in Crisis

Emergency care is often a money losing service, particularly when it attracts uninsured or partially insured patients.  Emergency Department (ED) closings and inpatients nursing shortages have fueled a crisis in ED care.


Last year, the Johns Hopkins ED in Baltimore turned away ambulances over a quarter of the time.  During the first six months of 2001, the Cedars-Sinai ED in Los Angeles was closed to new patients 35% of the time.  The Cleveland Clinic ED was on diversion nearly 50% of the time in 2001.  In Massachusetts, 67 of 76 hospitals state-wide diverted patients away from their emergency departments in one week in 2001 because of overcrowding (Reuters, "Crowded ERs May Be Sign of Sick US Healthcare System," 1/23/02, "Most Large Hospitals are Overflowing," 4/8/02, LA Times, 11/29/02, 60 Minutes II "No Vacancy, 1/23/02).


The situation in California has reached crisis proportions. The number of ED's in California decreased from 407 to 357 in the 1990's.  Meanwhile, the number of patient visits increased 27%, and patient visits for "serious" health problems rose 59%.  Non-urgent visits, often erroneously blamed for rising health care costs, dropped to 38% of visits (Annals of Emergency Medicine, April 2002, latimes.com, 3/29/02).


The California Medical Association and the American College of Emergency Physicians have an initiative on the state's ballot for November, 2002 that would fund $300 million in emergency medical services with a surtax on traffic violations.  "Emergency care is a fundamental emergency service, just like those provided by our police and fire departments." Op-ed, Norman Label, M.D., San Francisco Business Times, 1/25/02).  


Pharmaceuticals, Inc.
· Prescription-drug spending rose by 17% last year to $154.5 billion.  The drug industry spent $13 billion promoting products to doctors ($8 billion in samples and $5 billion in "detailing"), and $2.8 billion on direct to consumer advertising (Washington Times, 6/12/02).  


Paying Twice for the Same Drugs

54 of 84 anti-cancer drugs on the market in 1997 were products of federal funding. Most HIV drugs are products of federal funding.  Yet, US taxpayers must pay again for access to publicly-funded medications. The Bayh-Dole Act is a provision of US patent law requiring that a drug invented wholly or in part with federal funds will be made available to the public at a "reasonable" cost, but it is almost entirely ignored (Peter Arno and Michael Davis, Washington Post, op-ed, 3/27/02).

· A study of 44 practice guidelines for treating conditions like heart disease, asthma and diabetes found that eleven were underwritten by drug companies and said so.  But only one of them noted a potential conflict of interest. 90% of physicians who draft practice guidelines have ties to the pharmaceutical industry, including research funding, speaking, travel, and consulting fees. About 60% have financial ties to the companies whose drugs were considered or recommended in their guidelines (New York Times, 2/6/02).

· A 25% jump in prescriptions of the 50 most prescribed drugs accounted for about half of the $21 billion growth in sales in 2000.  Prescriptions for the 9,850 other drugs on the market increased only 4.3% (AARP Bulleting, 3/02).


The pharmaceutical industry is consistently the most profitable on Wall Street.  According to the most recent Fortune 500, the industry tops the most profitable list with a 2001 profit margin of 18.5%.  Profits amounted to 16.3% of assets, and 33.2% of equity (Fortune, 2002, Vol 145, No. 8).

· Drug companies employ 81% more staff for marketing than research, according to a study by Alan Sagar and Deb Socolar at the Boston University School of Public Health.  Drug companies employed 87,810 people in marketing in 2000, compared with 48,527 people in research and development. Overall, pharmaceutical companies employed 39% of their staff in marketing, 22% in R & D, 26% in production and 11% in administration (Boston University School of Public Health Release, 12/6/02).

· Medicare beneficiaries who must buy their own outpatient drugs are charged twice as much on average as the VA and large HMOs.  Five medications and the mark-up individual seniors pay: Knoll Synthroid 1446%, Micronase 363%, Zocor 144%, Ticlid 111%, Norvasc 93% (Public Citizen Fact Sheet "Why Medicare Doesn't Cover Prescription Drugs," 2002).


 Drug Companies Spend over $300 Million  Lobbying
From 1997 to 2000, pharmaceutical companies spent $322 million lobbying Congress and $27.8 million on federal campaign contributions and unregulated "soft" money donations.  



The top ten drug firms spent at total of $183 million on lobbying and contributions during that period (Pfizer $28.6 million, Schering-Plough $25.8 million, Merck $22.2 million, Eli Lilly and Co. $20.8 million, Bristol-Meyers Squibb $18.1 million, Glaxo Welcome $15.0 million, Abbott Laboratories $15.1 million, Proctor and Gamble $13.1 million, Pharmacia and UpJohn $13.0 million, SmithKline Beecham $11.3 million). (Public Citizen Fact Sheet "Why Medicare Doesn't Cover Prescription Drugs," 2002).

Between 1989 and 2000 just 15% of the drugs the FDA approved were highly innovative.  The vast majority were modified versions of existing drugs, like Clarinex (USA Today, 5/31/02).

· Schering-Plough got a fresh patent on its "new" drug, Clarinex, a modified version of its popular drug, Claritin.  Claritin's patent expires at the end of the year, so the firm is investing heavily in promoting Clarinex in an attempt to hang on to the $2 billion in annual sales generated by Claritin.


AstraZeneca is pursuing the same strategy with its blockbuster Prilosec (the "purple pill" in ads), which generated $4.7 billion for the firm in 2000.  It has a new 20 year-patent on Nexium, which it is marketing as "today's purple pill" in an effort to get patients switched to the new brand.  AstraZeneca's patent on Prilosec expired last fall, but the firm has kept generics at bay (reaping an additional $5.6 million in revenue per day) by suing a generic manufacturer (triggering an automatic 30-month patent extension) and testing the drug on children (which brings an additional six month extension).  Another strategy firms use is to identify a new use for a medication, which also gives them an additional patent extension of up to 30 months (Washington Post, 3/25/02)


State Medicaid programs could save almost 50% of their medication budgets ($600 million of $1.3 billion) if they could switch patients to generics for the 17 drugs scheduled to go off patent within three years.  In addition to Claritin and Prilosec, these include Augmentin, Zoloft, and Relafen (Washington Post, 3/25/02).



The drugs promoted the most in direct-to-consumer advertising in 2001 were the Cox-2 inhibitors, Celebrex and Vioxx.  The next highest expenditures were for promoting Allegra, Claritin, and Viagra (New York Times, 3/8/02, "TV ads spur a rise in prescription drug sales"). Merck spent more promoting Vioxx ($161 million for sales of $1.5 billion) than the $125 million spent on ads for Pepsi (AARP Bulletin, 3/02). In 2000, Americans paid for 45 million prescriptions of Cox-2 inhibitors, at a price of $3.7 billion. Substitution of ibuprofen would have saved $3.5 billion (Washington Post, 4/29/02).

· The FDA rejected ImClone's application to promote its cancer drug, Erbitux, saying that the firm had not proved that the medication was an effective treatment for colorectal cancer. Senior executives and their relatives are now under investigation for securities fraud, as they sold tens of millions of dollars in stock just two days before the FDA rejection was made pubic.  CEO's Samuel and Harlan Waksal (Martha Stewart’s friend) dumped over $55 million in stock in one day.  The firm's stock has fallen 90% since December (AP, 6/13/02).

· Vermont now requires pharmaceutical companies to report to the state any gifts to doctors valued at $25 or more, other than free drug samples (Washington Times, 6/12/02).

 Medicare HMOs:  The final frontier

· Physicians’ recommendations may contribute to HMO "cherry picking": A national survey of nearly 800 physicians found that 40% of physicians encouraged patients who were sicker or had more complex problems to avoid capitated managed care plans. At the same time, 23% of physicians reported encouraging healthier patients to join such plans.  One-third of respondents said capitated care was of lower quality, and they were twice as likely to steer sicker patients away from capitated plans.  There was no difference in responses based on the proportion of income a physician derived from capitation (Wynia et al, Journal of General Internal Medicine, 1/02).

· The proportion of Medicare beneficiaries without prescription drug coverage (38%) is far higher than previously thought, according to a study by KPMG Consulting and the Kaiser Family Foundation.  Previous estimates put the proportion of Medicare enrollees in 1998-1999 without drug coverage at about 27% - but missed patients who lacked coverage for a portion of the year. People who live in rural areas (50%), those over age 85 (45%), and the near-poor (44%) had higher rates of uninsurance (Reuter's Medical News, 2/27/02, Health Affairs on-line journal, 2/02).

· Medicare pays "above-market" prices for medical supplies, according to a study by the inspector general of DHHS.  Investigators found that Medicare could have saved $958 million of the $1.7 billion spent on 16 common medical items - from wheelchairs to saline solution - if the program paid the same prices as the VA (USA Today, 6/10/02). 


President Bush and others have cited the Federal Employees Health Benefits Plan (FEHBP) as a model for Medicare.  Janice LaChance, former director of the Office of Personnel Management, which runs the program, said in a written statement that Congress shouldn't use the FEHBP as a model, because costs in the program have risen 50% in the last five years, making coverage unaffordable to many workers (Reuters, 3/20/02). 

· Medicare HMO enrollees in poor health paid an average of $3,578 in out-of-pocket costs in 2001, up 62% in the past three years.  Out-of-pocket spending rose 43% between 1999 and 2001 to $1,195 for those in good health (New York Times, 2/14/02). 

Pacificare's Secure Horizons and other Medicare HMOs started charging patients co-payments for chemotherapy and other injectable drugs this year.  In Secure Horizons, with about 500,000 California seniors, the new co-pay is based on the drug's cost, from zero for inexpensive drugs up to $550 per drug per day for medicines costing $2,250 or more.  Other Medicare HMOs have increased co-pays, dropped whole classes of medications, or capped drug costs per year (e.g. Kaiser caps medication costs at $2,000 per year). Out-patient chemotherapy could cost a senior $15,000 or more.  One cancer patient who needs chemo two or three times a month asked "do I die for lack of an ability to pay for chemotherapy?  What choice do I have?"  Multiple sclerosis patients are also hard hit, with the cost of injectable medication exceeding $1,000 a month (Sacramento Business Journal, 12/14/01, USA Today, 1/28/02).

Nursing Update
· A highly-publicized study of discharge data from 799 hospitals in 11 states found that patients in hospitals with fewer registered nurses have worse outcomes. Patients suffer 9.4% fewer cardiac arrests in hospitals with "high" staff levels (1 registered nurse for every 2.5 patients) than patients in hospitals with "low" staff levels (one registered nurse for every four patients).  Patients in hospitals with high staff levels also suffer 9% fewer urinary tract infections, 5% fewer episodes of gastrointestinal bleeding, and 6.4% fewer cases of hospital-acquired pneumonia.  Surgical patients are 6% less likely to die from complications of surgery in hospitals with high staffing levels, and patients recover more quickly, spending about four hours less in the hospital. No relationship was found between patient outcomes and the number of aides or practical nurses ("Nurse Staffing Levels and the Quality of Care in Hospitals" Needleman, Bauerhaus, et al., NEJM, May 30, 2002)

· The California Nurses Association won major victory this year in getting the legislature to pass nurse-to-patient ratios for hospitals.  The guidelines are the first of their kind in this country.  The new regulations, which may take effect no later than July 2003, range from 1:1 in trauma to 1:5 in medical/surgical (the CNA had lobbied for a ratio of 1:3).  About 5,000 new nurses will be required by hospitals (Office of the Governor, press release, 1/22/02).

Congress Watch
· A new "partnership" of corporate interests and providers called "Covering the Uninsured" announced a $10 million advertising campaign in February to "publicize the extent of the problem of the uninsured and to find solutions."   The campaign needn't look far to find the source of the crisis:  Among the "partners" are groups that have blocked health care reform for decades:  The American Medical Association, the U.S. Chamber of Commerce, the Health Insurance Association of America, the American Hospital Association, the for-profit hospital lobbying group the Federation of American Hospitals, and the Business Roundtable.  These same groups are pushing harmful reforms like tax-credits, medical savings accounts, "defined-contribution" health plans, and other schemes that would stratify access to health care by income and shift a rising share of health costs onto workers and the sick.  Call us cynics, but "covering the uninsured" looks more like a PR gimick than an effort to achieve universal coverage (www.coveringtheuninsured.org, Press Release, 2/12/02).

· President Bush's tax credit plan would cover few of the uninsured. Under his proposal, families with incomes under $25,000 could qualify for a $3,000 tax credit, while individuals with incomes under $15,000 would qualify for a $1,000 credit.  According to a study by Families USA, individuals who qualify for the credit would still have to spend 10% to 50% of their annual income for bare-bones health policies that would exclude essential services like maternity care, mental illness treatment, and prescription drugs.  The average premium for federal employees for healthy 55 and 25 year old women is $4,934 and $2,459, respectively.  Family premiums average over $7,000.  Other problems with this approach are that most of the families who will benefit already have coverage, it will encourage employers to drop employee health benefits, individuals with common health problems are often denied coverage by insurers, and the administrative costs of individual policies are up to 70% of premiums. For these and other reasons, Jonathan Gruber at MIT has estimated that the Bush plan would only reduce the number of uninsured by 1.9 million, about as many people as lost coverage in 2001 (Washington Post, 5/11/02).


Bush's proposed prescription drug plan was skimpy and excessively bureaucratic, but the Democrats' plan was only a little better.  Both would require seniors to "enroll" and pay new premiums, and both would require hefty cost-sharing and complicated bookkeeping.  Neither use the buying power of Medicare to obtain deep discounts on drugs, which could save seniors 40% or more.  Neither spread the costs of medications for the elderly over the whole population, as does national health insurance.  The main difference:  While Bush would rely on private insurers to provide coverage, the Democrats would make the program part of Medicare (Craig Fuller, LA Times, 5/17/02, "Prescription Plan is Hard Pill to Swallow," New York Times, 5/2/02).

· Vermont Governor Dr. Howard Dean has been in the news for promoting a "national health plan." We wish it were true.  Dr. Dean, who may run for President in 2004, is actually pushing a Medicaid/CHIP expansion coupled with subsidies to small business, the self-employed, and part-time workers to buy skimpy private coverage.  His plan perpetuates most of the underlying flaws of the current market-based system (high administrative costs; millions of uninsured and underinsured; ineffective cost-containment; insurance linked to employment; regressive financing; lack of doctor-patient continuity/confidentiality, etc.). We are encouraged that he advocates adding a prescription drug benefit to Medicare (despite high-cost sharing provisions), but disappointed that he has bought into the "patient as consumer" model of health care policy and aims to control costs by shifting them to the sick. Not a healthy prescription for reform (Reuters, 6/7/02).

Polls

A majority (56%) of Americans favor "radical change" of the health system, and a "strong consensus" for reform is building among the public, physicians, employers, and others in the health system, according to a recent Harris poll.  The poll found that the proportion of physicians who favor "radical change" has grown significantly from 32% in 1994 to 46% in 2002.  "Radical change" is also now favored by 48% of employers, 50% of health plan managers, and 51% of hospital managers.  (Editor's note:  "radical change" is a new index devised by Harris polling to compare surveys with three possible answers:  "only minor changes are necessary"; "some good things but fundamental changes are needed"; and "we need to completely rebuild the system.")


Only 17% of the public thinks that "the system works pretty well and only minor changes are necessary."  Almost twice as many (31%) think that "we need to completely rebuild the system," and almost half (49%) thinking that "fundamental changes are needed."(Harris Interactive release, 8/21/02, see the full six page report at www.harrisinteractive.com/news/newsletters/healthnews/HI_HealthCareNews2002Vol2_Iss17.pdf). 

· 40% of Americans favor adopting a single payer national health system, according to a survey by the Kaiser Family Foundation.  (Editor's note: This is a low estimate because the survey defined "single payer" as "a national health plan financed by taxpayers, in which all Americans would get their insurance from a single government plan."  Free choice of physician and effective cost containment are major advantages of single payer.  However, the way this question was drafted-with the language "single government plan" and "financed by taxpayers" without additional explanation-undoubtedly led respondents to assume otherwise.)

  


Interestingly, in a follow-up to the Kaiser survey by the University of Houston's Center for Public Policy, and using the same description of single payer, a majority of Texans supported single payer reform (52%). Single 

payer was favored in Texas by 64% of Hispanics, 54% of blacks, and 49% of whites. 25% of Texans are uninsured. (Houston Chronicle, 7/13/02).
· A poll of 4,000 Canadians in the province of Alberta in May found that satisfaction with health care remains high.   69% of people reported they were "very" or "somewhat" satisfied with the province's health system; 86% said they were "satisfied" or "very satisfied" with the way services were provided; and 62% rated the health system as "excellent" or "good."  Polls in one of the province's largest cities, Calgary, have produced similar results with approval ratings in the high 80's and low 90's (Calgary Herald, Tuesday, August 20, 2002).

· A five-nation survey of public attitudes towards health care found that Americans have the greatest problems with access to care and affording health care, compared to the citizens of Australia, Canada, New Zealand, and the UK.  At least one-fifth of Americans had difficulty paying medical bills (21%), compared to 10% in Australia and New Zealand, 7% in Canada, and 3% of Britons.  Americans also reported more problems filling prescriptions (26%), and getting needed tests and treatments (24%), compared to their international counterparts. Access to dental care was a problem in all five countries, but particularly severe in the US, where slightly more than half of low-income adults said they went without needed dental care in the past year.  The US was also the only country in which adults with below average incomes rated their relationships with doctors significantly lower than adults with higher incomes. 63% of Americans reported waiting less than one month for elective surgery, compared to 37% of Canadians.  "In general, the survey found that the US generally ranks at the bottom among the five countries on most indicators of patient views and experiences" (Commonwealth Fund 2001 International Health Policy Survey, press release, 5/14/02,  "Inequities in Health Care: A five-country survey," Blendon, Schoen et al, Health Affairs, May/June 2002, more data on-line at www.cmwf.org).

· Most physicians (87%) say the overall morale of physicians has decreased in the last five years, and 60% say their own enthusiasm for practicing medicine has fallen.  76% of physicians say that managed care has negatively affected the way they practice.  A majority of physicians are dissatisfied with paperwork (74%), time for outside interests, family and friends (56%) autonomy in clinical decisions (54%) and their future income prospects (53%) (Kaiser Family Foundation, 4/26/02).


The number of applications to medical schools in 2001-2002 fell to 34,859 from 46,968 in 1996-1997 (AM News, 12/24/01).

Thank you to the California Nurses Association for providing many of the news clips for this issue of the Data Update.

International Update

Thailand is the latest country to adopt national health insurance.  Thailand's new Prime Minister, Thaksin Shinawatra, a telecommunications magnate, was elected by a large margin for promising to provide health care for all.  He "kept his word and has launched an ambitious plan to provide subsidized care and medicine to millions of underinsured Thais...Thailand's bold experiment with universal health coverage... could prove a model for other developing nations, who are watching closely.  Should Thailand succeed...other nations may follow, rather than accept the US model of private insurance." (Christian Science Monitor, 8/14/02).


Comments from Dr. Elinor Christiansen, past President, American Medical Women's Association, on the new national health program in Thailand:  "My Thai cousin and her two sons have just spent five days visiting us in Colorado.  When I inquired about their current health care system they told me about the new national health insurance which includes a co-pay of one baht (approx. 75 cents US) for any medical service, whether office visit, clinic visit, diagnosis, treatment, ER, or hospitalization.  A simple ID card will be issued free to anyone who applies for it.  Those who are fortunate enough to have private insurance paid by their employers will continue to use that to cover private medical care and hospitalization which is quite expensive.  However the national insurance plan will allow everyone to have access to medical care at all state funded clinics and hospitals (and there are many and they are very good, scattered in every province).  It is expected that some physicians in private practice will also agree to see patients with national health insurance.  It is a bold experiment indeed." (Quote of the Day, 8/14/02, compiled on www.pnhp.org, subscribe at don@mccanne.org).

· Medical savings accounts (MSA's) have been promoted in both the U.S. and Canada as a way of reducing health care costs.  However, a study of health spending in Manitoba, Canada between 1997 and 1999 found that the healthiest 50% of the population accounted for only 4% of health spending, and that a typical MSA scheme (with an MSA equal to the average current physician and hospital spending of $730, and insurance coverage above $1,000 in costs) would increase government spending by 54%.  It would also make health financing less equitable and appropriate by increasing spending on the healthy by $505 million while shifting over $60 million in costs onto the sickest 20% of the population. ("Medical Savings Accounts: Will they reduce costs?" Forget, Deber, and Roos, Canadian Medical Association Journal, 8/23/02).

· Britain's Prime Minister Tony Blair announced an increase in NHS funding of $58 billion dollars over the next five years. The additional funding will raise health spending in the U.K., currently 7% of GDP, to the level of the rest of Europe, roughly 9.5% of GDP (Wall Street Journal, 6/10/02).




Save the Date!  PNHP's Fall Meeting is November 9, in Philadelphia.  


Please join us.








