
ASSEMBLY JUDICIARY COMMITTEE 
March 3, 1977 

MINUTES 

Members Present: Chairman Barengo 
Assemblyman Hayes 
Assemblyman Banner 
Assemblyman Coulter 
Assemblyman Polish 
Assemblyman Price 
Assemblyman Ross 
Assemblyman Sena 
Assemblyman Wagner 

Chairman Barengo called this meeting to order at 8:35 a.m. The 
purpose of this meeting was discussion of the testimony heard 
the previous morning and to introduce additional testimony in 
written form which had been received concerning the medical mal­
practice issue. 

Jerry Lopez of the Legislative Counsel Bureau attended the meet­
ing to give the members of the committee some background on the 
bill as to their intent and development. 

The following written testimony was offered to the committee to 
supplement the information received during the hearing and is 
submitted to the record according to date of each: 

EXHIBIT A: Statement on AB 265 from Jo Powell, R.N., Trustee, 
Washoe Medical Center. (with attachments) 

EXHIBIT B: Letter regarding SB 189 and AB 268 from Geo. E. Miller, l 
State Welfare Administrator. 

EXHIBIT C: Letter regarding SB 187 from Robert A. Byrd, CPCU, 
President, Nevada Medical Liability Insurance Assoc. 

EXHIBIT D: Letter regarding SB 185, SB 188, SB 190 and SB 191 from 
Wm. E. Isaeff for Robert List, A.G. 

EXHIBIT E: Letter regarding recommendations on SB 191 from Bryce 
Rhodes, Legal Counsel. 

EXHIBIT F: Statement on SB 185, SB 187, AB 268 and AB 221 from 
Ellen Pope, LPN. 

EXHIBIT G: Memorandum regarding AB 265 from Andrew Grose, Research 
Director, Legislative Counsel Bureau. (with attachments) 

EXHIBIT H: Report on the Proffessional Liability Issue (status 
within each state) submitted by Wm. K. Stephan, M.D. 

EXHIBIT I: Memorandum regarding costs of duplication of records 
from Mr. Galatz. 

Discussion of the bill followed: 
AB 266: There was discussion as to whether the language on page 
two broadened or restricted further the doctor's ability to treat 
minors. Mr. Lopez said after discussion that this was not one of 
the more substantive changes. The committee postponed a decision 
on this bill. 
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AB 264: The committee found no problems with this bill as it is. 

AB 265: The committee found no problems with this bill as it is. 

SB 190 and AB 221: This two bills are quite similar and were dis­
cussed at the same time as to their comparison. Mr. Lopez stated 
that they were basically the sam~ howeve4 in SB 190 there is an 
addition which is the matter of proceedings which have to do not 
only with the licensing of the physician but also, his insurabil­
ity and these are proceedings that the commissioner of insurance 
is going to be involved in. And, this bill would protect people 
who are testifying in those types of proceedings. Therefore, SB 190 
is a more inclusive bill than M 221. Both bills will be held for now. 

AB 267: Mr. Lopez stated that this bill was initiated to make 
the medical screening panel work more smoothly. After discussion 
on this bill amendments were discussed. They were: 1. addition 
of nurses in the statute and to the medical-legal screening panel 
as needed, 2. Extension of time of notice-for scheduling a med­
ical malpractice hearing from 10 to 30 days, 3. Exclusion of 
any person from the medical-legal screening panel who has treated 
any patient whose case is being reviewed for possible malpractice, 
4. Inclusion of subpena power for witnesses, 5. Adding in sec­
tion 2, subsection 4, the words "or his designee" after adminis­
trator an~ also in subsection~ the same addition after adminis­
trator, 6. Extension of nurse to mean licensed nurses. 

Mr. Lopez stated the LCB would make up these amendments and sub­
mit them back to the committee. 

AB 269: Chairman Barengo stated that he and other members of the 
committee would contact Dr. Rottman regarding this bill as this 
deals with the formation of the Nevada Medical Liability Insurance 
Association which essentially does the same thing as The Nevada 
Essential Insurance Association mentioned in section 2 of this bill. 
The primary questions which came up here were regarding the 
assessments on the policies for protection against future settle­
ments. 

AB 270: The committee found no problems with this bill as it is. 

The meeting was adjourned,as the committee members had to go into 
morning session,at 9:05 a.m. 

Respectfully submitted, 

~a~ 
Linda Chandler, Secretary 
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RENO E'!ENING GAZETTE 
Phone 7u!' 786 ~"'' 

County hospital 

Medical staff, h0ustees to meet on care quality 
Quar!t'rl, meetmg, between t'l<> I\ ashoe 

M,'<i1cal Crnter Board of Trustees and 
members of the mstlt~t101J's meclocal staff 
10 dlsclriS the quail!, of care ar rh(> husp11a1 
were arr;,n~ed \londay mght 

llo,,-pital adrrurustrator Carroll Ogren, 
earher dlscussmg progress oi a federal 
val1dahon team study and a Jomt c"On­
ference comnuttee said that among 
recommendations made was the establish­
ment of regular meetmgs bet\\ een the 
board members and medical staff 

He said that court rulings m the past five 
years .-have increasingly held ho:,-p1tal 
trustees responsible for the quality of 
rned!cal care. 

Trustee Bill Farr's motion provided that 
some nursing personnel be mcluded m the 
meetings 'lledical department heads and 

perhap, otht-r rr.r-d1eal practll•orw,.,, and 
Dll.f':ie=-, v. ,11 tX' 1...·allt-d 1>n a :;el€'<.1IH' bas:s 
Tne sele-ct:ow- of those to appear V11H be 
'11.'.lde b1 ck>dOr>, oc !f.t' t«lrd of trusle,-, 

'The re,;u!ts of the ,tud\ an, expected m 
abour two months -

In other busmess. an exct,pllon "dS made 
to approval by the board m wntmg off 
uncollected accounts rece11·ab1e :--;e ... h 
elected trustee Jo Powell l"ast a dlssentmg 
vole, particularly m connection v.oth out of 
state accounts 

She said the board must concern itself 
v.1th developing some \\ay to collect from 
out of state patil'nts, must of them from 
California, who are becoming an ever m­
crea,img !actor m the hospital's pat1ert 
load 

In Januar,, the record rndicated a los'; ol 

MO lJ.5 from out of statf· panenG. \\ho v.ne 
li:,ted rn eollt·t:tlon agent·) accounts 

~!rs Poaell sa1rt the ioss ,n I.Jt>c;>mbo.•r 
,.., d...,. atx)ut $2]},(0J an,j th1~ goes un month 
aftt~ monL'1 · She :;.aid ont· ()f tht• p.:trt1cular 
problem,;; w•th Reno's 1~)( . .'atlon so close to 
Cal1forrua 1> that msurance CO!llj)<i,lles 
incorporated ,n -.;,-vada can seldom press 
collechons in Califomia 

'llrs Pt>11el!, herself a registered n•1rs,:­
and currently president ol the D1stnct l 
1 Washoe Count\· 1 !\'evada ~urse:-. 
Association, said the problem has gont• on 
!or too long, "'Uld I know it was gmng on tO 
years ago when I worked here m the 
emergency room " 

Hospital admmistrator Ogren, at an 
earl!er meetmg, had commented that such 
11T1teoffs are "an mcred!bl) small per 
centage ol gross p,t1ent re,·enues." and 

ho~p,t.J · fl...btE>t•., gt•rwra..11:, '1.gf•"t· that !ht· 
ho~pa;:tl (·<1.rmot a.rbHranl! rdUSt" to atl't'pt 
pdt!e-nb. fro!11 out of :-tatt 

Wt!t•rJ Tho~· p:1.tlt'nk, !ail !u Pd) their bills 
tht' m ... 1tt1:~r b tlllT)f;"d o, t:'f tu ,;1. l-"Olle<:t!on 
agenr) v.1th ~me suc"t'e:iS tJut tf this 
fail:; the account, are generally and 
routine! y suspended 

Rut \!rs P011 ell, m dSkmg the t:oard to 
--explore all ne..=r,· legal ranuflcat1ons 
"1th the distr.et attor.ie~. Department of 
Comm,•rc.., or the Legislature.· said that 
silt• was part1c·uldrl1 concerned about ho11 
contmued \\Tlthiffs of pat,ents· bIJJs nught 
eomplicate l'anous forms of future health 
insurance program,, 

In another m3tt,•r the board mo,·ed 
formally to ~l\'e due notice of their 
meetings and prol'11l{> a complete packet of 
summar,· financial reports to the press 



t 

An Editorial 

HIGH COST OF HEAL TI-J 
, .. 

BY HOWARD FLIEGER 

Can Americans afford to go on much longer 
paying the skyrocketing prices of keeping 

or restoring their health? 
The question is becoming a crucial one for 

every family in the country. :_:· - ·· -
The Social Security Administration reponed 

not long ago that total spending on health care 
and maintenance reached 139.3 billion dollars . 
in fiscal year 1976. That is an increase of 17 
billion over 1975. 

In the two years since price controls ended, 
the bills of all Americans for health care-­
hospital services, medical fees such as doctor 
and dentist bills, insurance premiums, prescrip­
tions, etc.-have risen by 33 billion dollars, 
almost a third. That far outdistances the rise in 
the over-all cost of living. 

Is the answer a federal take-over? The Gov­
ernment's own Council on Wage and Price 
Stability has concluded that is probably the 
worst thing that could happen. 

The Council recently completed a· year-long 
study of medical expenses. and some of its 

findings are almost unbelievable. 
Take hospital bills as just one example. 
The average cost per patient for a stay in a 

- hospital, as measured by the American Hospi­
tal Association, was $311 in 1965. By 1974, 
the figure had almost tripled to 5873. Since 
then it has gone well above $1,000. 

Even those figures fail to tell the full story. 
The average individual's stay in a hospital is 
shorter now than it was 10 years ago. So the 
expense per day is higher than the over-all 
figures indicate. 

Everybody is painfully aware that the prices 
of food, of buying a home or renting one, of 
buying a c:ir or getting one fixed are much 
higher than they were a few years ago. But 
none of these compare with the rise in medical 
bills. The latter have not attracted as much 
attention, perhaps, because part of the cost to 
individuals is obscured by indirection such as 
payroll deductions for Social Security and 

health insurance, checkoffs on union dues for 
hospitalization, and so on. 

But the Wage and Price Council says the day 
is coming when Americans will wake up to just 
what it is cosring them to take care of them­
selves and their dependent!. 

Reading from its report: 
. "When that day comes, we believe the peo-

. pie of th.is country will tum to the Federal 
Government and demand that it solve the 
problem. No matter that the Government, in 
its Medicare and Medicaid programs, has a 
poor record of controlling costs. No matter 
that the blizzard of rules and regulations which 
would accompany full federal financing and 
administration of the health industry would 
add to costs .... And no matter that a federal 
take-over would result in national expenditures 
of truly astronomical proportions, even com­
pared with what we are spending today." 

T-he answer co constantly escalating costs Ii~ 
in controls, the Council concluded, but not 

in Government controls. 
Cost restraints, to be effective, will have to 

be initiated by the private sector of the econo­
my-by industry and its employes. They have 
already been started in a limited way in a few 
areas. Some private plans now encourage a 
second opinion before an insured patient un­
dergoes an operation, for example. In many 
cases, both the cost and incidence of surgery 
has declined, often markedly. 

The Council urges companies and employe 
representauves to become mucn more acuve 
and involved-to get themselves elected to 

memberships on hQ<ni tal boards, to establish 
in-house medical facilities with salaried staffs, 
to encourage bulk purchasing of prescription 
drugs and 0ther devices to bring costs down. 

Without such private initiatives, says the 
report, "the Federal Government will step in, 
and when that happens, we are going to be 
faced with a permanent problem which will 
defy solution ." 

L------------{No part of this or any othar pa-ge may be reproduced Wlt.nout wrir:en permissicm}------------' 
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Tm a positive persori . .. ' 

rvreet Jo Powell, R.N., trustee 
Involvem_ent is a way of life with Jo 

"Powell. R.N. 
- To :in impres:;ive list of community 
and prot6sional affiliations. the diminu­
tive Reno native recently added that of 
Washoe tvtedical Center trustee. 

Running for the office wasn' t a sud­
den idea, she says. "I son of suspected 
years ago that someday I would run for 
the Board of Trustees.·· 

An active participant in herorganiza­
tions, she is president of Nevada Nurses' 
Association District 1, Washoe County, 
and is also a member of the NNA Boan:! 
,of Directors and NNA ·s Special Interest 
Group. Continuing· Education for 
Nursing. 

_e -L_. 

. J.; 

- -,-••·•·• 
···· - .----_ ..... :: 

·.,;.·-- ":':--_-: - ·-.- _;:::-::.-::= 

:NEW TRUSTEE Mrs. Jo Powell, 
-R:N~: "This hospital is a big part of 
JD.y_ life . . . " 

--~1y priorities are the hospital board 
and the Ne,.:da ?icJSe.!I' Association ," 
,she: says, "but I am remaining active in 
Ure -others, coo. Thev all intermesh, and 
add--to my usefulnes; in them_·· · 

She is a member of the Nevada Lea­
:gue for Nursing. co-chairman of the 
Gover.ior's Rural Health Action Com­
-minee •. member of the Governor's Con­
sumer and Professional Health 
£duc::irion Committees, co-chairman of 
the Northern Nevada Task Force on 
Child Abuse and Neglect, and is co­

airman of the Education Committee. 
"A member of the Consumer Section, 

'Nonhem Nevada Better Business 
Bureau, she has also served as project di­
rector and member of the Reno Bicenten­
nial Commission, is :m immediate pa5t 
vice-president of the Was hoe County Re-

publican Central Committee and served 
as northern Nevada volunteer chairman 
for then-Congressman David TowdL 

• • 1 also jog a lot, play tennis, love to 
ski and ice skate, read a lot, and I love ' 
watching Little League ball,.. she 
smiles. 

The latter interest is a result of her 
nine-year old son Tommy's participation~ 
she confesses . "He's also in Y basket­
ball and Scouts and last year won in his 
division in the Heart Association Cycle­
thon. He rode 51 miles!" 

Mrs. Powell also has three daugh­
ters. Michele, 20, is a student at UNR; 
Alanna, 18, is "tending toward the hu­
manities" at UNR, and Erin, 17, 1s a 
Reno High senior. 

CAREER DECISION 
Although _her mother was a Was hoe 

Med emergency room nurse during the 
early school years, Mrs. Powell feels that 
wasn't a primary reason in her own ca­
reer choice. "I was always the nu~ 
when the kids played Robin Hood or 
soldiers, .. she laughs. • T ve wanted to 
be a nurse since I was five, I guess. ·· 

Her father ' s death was also a factor. 
··As my mother went through the 
grieving period, I felt there was more I 
could do to help in times like that, more I 
had to learn to deal with illness and sor­
row ." 

A hospital blood bank employee 
during her senio!_year at Bishop Mano­
gue High, she did a school paperon med­
ical technology as a career. "It helped 
me see that I wanted to work directly 
with people,·' she says. 

After high school she entered Holy 
Cross Hospital School of Nursing in Salt 
Lake City on an earned scholarship, 
completed that plus nine months of surgi­
cal nurse specialt}'.,.II'aining, then married 
a civil engineer and moved to Placer­
ville, Calif. 

During their stay there she spent nine 
months as the evening charge nUISe in the 
community hospital before her hus­
band" s work took them to Marysville. 
They arrived a week before the 1956 kil­
ler flood inundated nearby Yuba City. 

"We were going on vac3tion,,. she 
recalls. "We were the last C31' allowed 
out before they closed the highways; but 
weather stopped us at Echo Summit. So I 
s:it there in the car, pregnant, with a dog 
and a cat, listening to the Christmas 
music on the radio. What a way to spend 

-~ ~-·, -~-- , -- . -~---- ~---, _______ ,, ., --~~- ,, 

Christmas eve!" she laughs. 
CO;'.'TINUlNG EDUCATION 

As her family grew. she continued 
her nursing c:irecr. She w:1s a s~i:ll :md 
privau:: liuty nurse in Marysvilk hospi­
tals, a consultant to the Sutter Ceunty 
School District Outdoor Rt!Creation Pro-

' gram and served as a general practicion­
'-· er· s P.L!rse fo r more 1,;'-:;m s i:, yc2 r:, _ _ --

When her husband's work tool ihcm 
to Pia-Vada. near Donner Summit, she 
worked part-time at Tahoe Forest Hospi­
tal until 1965, when she returned to the 
Reno area to enroll in the Orvis School o f 
Nursing. 

Employed at Washoe Med. where 
she rotated through Emergency, Cardiac 
Intensive Care. Intensive C:.u-e and Psy­
chiatric nuning assignments, she contin­
ued her schooling. In 1967 son Tommy 
was born at Washoe Med. 

Later. severe illness foUowed by a 
series of operations. complications and 
convalescent periods forced her to forego 
a fulltime nursing career. "The educa­
tion continued," she says. "I was re­
stricted to voluntary work during a long 
convalescence ... 

Now combining part-tim<! work as a 
substitute school nurse in the Washoe 
County School District with her civic and 
professional affiliations, she is looking 
for.vard eagerly to her se~ice as a hospi­
tal trustee. 

•Tm a very positive person, and I'm 
going to try my best to meet my cam­
paign committments as a consumer re­
presentative and as a representative of 
the quality of service this hospital stands 
for." 

She adds: •• After all, this hospital has 
been and still is a big part of my life! .. 
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Coming: an Overhaul of Health Programs 
\ A f !TH ,\ STRO:--G CO'.\IMIDlEXT 
·',J'J to nation:.il health insurance, 

Jimmy Carter is expected to make sig­
nificant changes in the country's system 
:) f he:ilth care during the next four years. 

So:.iring medical costs and scandals in 
existing Government health progr.ams 
pose the most immediate problems for 
the new :\dministration. • 

To find solutions, Carter and his top­
ranking aides in the health field can be 
expected to examine plans that would: 

• Support cost-control programs 
throughout the health industry. · 

• Reduce waste and fraud in medi­
care and medicaid. 

• Phase in national health insurance 
over the next five years. 

• Reorganize Federal Government 
health programs. 

• Set new priorities in medical re­
search that emphasize health education, 
community health programs and pre­
ventive medicine. 

Soaring costs. Carter and his health 
advisers see the l\io. 1 health problem 
right now as inflation. Medical costs are 

care and medicaid and then extend cost 
reforms throughout the health industry. 

Since Blue Cross and Blue Shield set 
rates on a par with medicare and medic­
aid in many areas, changes in the Gov­
ernment programs should also have an 
immediate impact on private insurance 
companies as well. 

In addition to direct cost controls, the 
Carter Administration will be trying to 
reduce the need for hospitalization by 
such means as increased funding for 
home health-care programs and outpa­
tient surgery. A plan to reimburse hospi­
tals for closing out unnecessary beds also 
is being considered. 

Although Carter gave national health 
insurance top billing during the cam• 
paign, . his Secretary of Health, Educa­
tion and Welfare, Joseph A. Califano, Jr., 
told a Senate hearing that the Adminis­
tration will introduce no legislation for it 
this year. 

National plans now under consider­
ation to cover ·catastrophic, or unusually 
high, medical expenses would add 10 
billion dollars to the health budget. Dr. 

Pe ter Bourne , p, ychi,ttrist and one of 
the President's health advisers, says that 
Carter ··wants to avoid any program that 
would disrupt the country's basic 
economy." 

The new President is expected to ap• 
point a task force to draw up a plan he 
can submit to Congress next year. A 
proposal is expected by autumn. 

Key elements in Carter·s proposal for 
national health insurance include: 

• Mandatory and universal coverage. 
• Built-in cost and quality controls. 
• Freedom in choice of physician. 
• A combination of private and Gov­

ernment financing. 
Reorganization, growth. This year, 

the emphasis will be on overhauling 
existing health programs-expanding 
them where possible and consolidating 
overlapping sen-ices. 

As part of his over-all plan to reorga­
nize the Government, Carter is consid­
ering the idea of breaking up the 
Department of Health, Education and 
Welfare. In such a breakup, one agency 
for health and social services would be 

created. HEW Secretary Califano ·,ing faster than almost any other 
0
ment of the economy. In the 

cal year that ended June 30, 
nericans spent 139.3 billion dol­

MORE 
GOVERNMENT 

s39 5-,,_ points out, however, that a major 

b 
:
1 

overhaul of the Department will not 

J,.trs on health-more than five times 
the amount spent in 1960. 

To break the cost spiral, plans are 
under consideration to set limits on 
amounts that Government health 
programs will pay for supplies and 
equipment as well as for physicians' 
services and hospitalization. 

Medicare, medicaid. Getting 
high priority in the new Administra­
tion is reform of medicare and med­
icaid. An estimated 750 million 
dollars is wasted yearly in fraud and 
e rrors in the medicaid program­
invohdng patients, doctors, pharma­
cists, hospitals and nursing homes. 

Key to the proposed reforms is a 
different system of ftnancii1g. Called 
"prospective reimbursement," it 
means that the Govemment~vould 
negotiate and set rates of physicians 
and hospitals in advance, and fee 
schedules would be established. 

Under the present S}'Stem, doc-
tors and institutions set the rates 
and the Government automatically 
reimburses what the individual is 
charged, an arrangement that crit­

say invites abuse. 
out 25 States already have es­
hed similar hospital-rate re­

w commissions, but their 
authority varies Y,ridely. 

The strategy is to start ,.,,ith medi-

76 
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HEALTH 
Federal Spending on ·­
Health Programs 

1960 1965 1970 1975 1976 

I • be proposed for at least a year. 
Community health. The Presi­

dent grew up in the rural South, 
where he saw his mother serve as 
paramedic to blacks in his home 
town because medical services ,vere 
not available: Accordingly, pro­
grams providing community health 
care for the poor are expected to 
receive more attention in the new 
Administration. 

Staff aides predict that funding 
will be increased for neighborhood 
health clinics and programs stress­

. ing prenatal and infant care. Rural 
health projects like the Beaufort-

- Jasper Comprehensive Health Ser­
vices in South Carolina will be 

expanded. 
Reflecting another major con­

cern, the President appointed his 
wife Rosalynn as honorary chairman 
of a 20-member mental-health com­
mission on February 17. 
_ Mrs. Carter has long been inter-

1977 ested in mental-health problems, es­
(est.) timated to involve some 20 million 

IN FUTURE YEARS, outlays will top 45 
billion dollars and head still higher if Carter 
does not succeed in holding down costs. 

Americans. 
The commission will point out 

weaknesses in current mental­
health services and recommend 
new Government policies. The pan­
el's preliminary report is due by 
next September and a final study by 
April, 1978. 

Note: 1977 unofficial estimate for year ending 
September 30; other years ended June 30. 

Source: U.S. Office of Management and Budget 
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In the news 

American Medical Association reaffirms support 
for comprehensive national health insurance bill 

With power to spare, the 
American Medical Association's 
House of Delegates last Decem­
ber crushed the efforts of an im­
passioned minority determined 
to lead the AMA into abandon­
ment of its own national health 
insurance (NHI) proposal and 
into an all-out battle against any 
NHI plan. 

But the 181 to 57 vote by the 
house to continue AMA support 
of a comprehensive NHI pro­
posal and to seek reintroduction 
of an AMA-sponsored bill in the 
95th Congress was not a fore­
gone conclusion. The vote came 
during the AMA's clinical con­
vention in Philadelphia. 

Almost a decade ago, the 
AMA's leadership-its officers, 
Board of Trustees, and key coun­
cils-persuaded the House of 
Delegates that the AMA's un­
bending opposition to Medicare 
proposals had lost the associa­
tion a significant say in the final 
form of that legislation. The 
AMA should not repeat the error 
in the debate over what is now 
known as national health insur­
ance, the leadership reasoned. 

Heeding that advice, the 
AMA's house abandoned its half­
century-old "opposition to the 
institution of any plan embody­
ing the system of compulsory, 
contributory insurance against 
illness" and hammered out its 
own basic terms for a national 
health insurance proposal: 

Anv national plan should 
bum! on existing rivate msur­
ance an s ou no e opera e 
as a lovernment servlce; the 
plan s ould be financed by pri; 
vate payments for in$urance 
con,nurn for those who are able 

""to pay and from general tax 
funds for persons in low-income 
groups; the plan Bbould nWia 
~lura1istic t'smJrb care svstems; 
he Benehts s ouid Se compre­

hensive, embracing both basic 

FEBRUARY 1977 

.and catastrophic coverage; there 
should be minimum federal in­

'volvement, no payroll tax, a°fid 
no admm1strat10n bv the Social 
Security Administration; the 
program should include appro-

__pnate cost sharms:,; and federal 
subsidies should provide assis­
tance for those m need. 

., There has always been a hard 
core of conservative opposition 
within the AMA to AMA spon­
sorship of any national health 
insurance legislation. 

In other action: 
-The AMA again made clear 

that it opposes the National 
.,Health Planning and Resources 
Development Act P.L. 93-641. 
However, despite the fact that 
the AMA has challenged the law 
in the courts, the AMA's Coun­
cil on Legislation is developing 
proposed amendments to the law, 
which comes up for extension 
this spring. 

-The house, although noting 
that state medical societies have 
no legal jurisdiction over hospi­
tals, said that "nevertheless the 
AMA and the state medical so­
cieties have a responsibility to 
encourage and to assist in the 
development of medical staff 
bylaws that assure 'due process' 
for physicians." 

---1'he AMA delegates looked 
askance at the "growing trend 
to\vard locating physicians' of­
fices in or near hospitals" as 
a phenomenon "that could facili­
tate an improper entry of hos­
pitals in the practice of medi-
crne. " 
IT] 

Consumer group urges 
health planning takeover 

A do-it-yourself guide to tak­
ing over the national health plan­
ning program at the local level 
was unveiled December 7 at a 
press conference called by the 

Health Research Group, a Ralph 
Nader consumer group based in 
Washington, DC. 

The introduction to the con­
sumer booklet says that health 
planning should not be left to 
the " 'experts'-doctors and hos­
pital administrators. . . . Con­
sumers have much to gain by 
being active in health planning 
and much to lose by letting 
others, especially providers, make 
planning decisions." 

Ted Bogue, author of the book­
let Trimming the Fat Off Health 
Care Costs: A Consumer's Guide 
to Taking Over Health Planning, 
told the press that the planning 
effort "needs to be a consumer 
advocacy program rather than a 
partnership between providers 
and consumers." 
IT] 

Two indexes offer better 
look at hospital inflation 

Recently released data from 
two new statistical indexes devel­
oped by the AHA provide a bet­
ter, more accurate look at hospi­
tal inflation than previously has 
been available. The two new in­
dexes, called the ,Hospit31l Costs 
Index (HCI) and the Hospital 
Intensity Index (HII), provide 
statistical measurements of in­
creases in the costs of what 
hospitals are purchasing and in­
creases in the services that hos­
pitals are providing, respectiYely. 

The data also support the 
AHA's contention that the hospi­
tal service charge component of 
the Consumer Price Index (CPI), 
an index prepared by the U.S. 
Department of Labor, does not 
accurately reflect inflation in the 
hospital industry. ) 

From October 1975 to October 
1976, the HCI, which is a mea­
sure of the cost to hospitals of / 
purchased goods and service,; .S,. 
used in the provision of hospital \ 
care1 rose 10) percent. During ; 
the same period, the overall...£.!::I 
rose 5.3 percent. and the hospital i 
service charge component of the 
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Q~' 59§@ 11.6 percent. Thus, 
wlle consumers \vere expenenc-
mg a 5.2 percenl •':·rne m prices, 
the price ot goods and services 
required 6§ HMpltaW «em up 

: 10~ vercerlt. 
oreover, during that same 

time the HU-the second of the 
AHA's new indexeso-increased 
6.6 percent. The HII measure,, 

ONDJFMAMJJASO 

1975 1976 

increases in the intensity of hos­
pital services and in recent years 
has shown the results of in­
creased use of services in the pr0-
vision of hospital care. The HII 
data show that part of the reason 
that patients' prices are rising is 
that hospitals are providing more 
and better services. 

The AHA indexes are compiled 
each month from data provided 
by nearly 600 hospitals on 37 
service elements included in a 
typical patient day. 
r.::::, 
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RECENf WASHING1DN REPORTS MAKE IT CLEAR 
'fffitr THE CARTER ADMINISTRATION rs CON­
SIDERING VARIOUS PROPOSALS designed to 
reduce the rate of increase in payments for 
hospital care. While no specifics are 
available, one proposal apparently is simi-
1.:ir to the Phase IV Plan of the Economic 
Stabilization Program and would attempt to 
Limit increases in payments for operating 
costs per admission in each hospital to 9 or 
10 percent. 

Alex McMahon, AHA president, responding to 
the rep?rts, said, "Ho§J2it~l,s ~lL~e 
EUJ.X.3l,Q.:t!=!il:TY.-S§.LP~;£fl_ p_ayrnert ~.~ }~~;., , a}, .. ~.!§. 
.ti:J..lst,.-.Ftto. account. wage and price increases 
bcvond their control and that fails to take ... 

~ - • - • ~ •· ,,_,,,_. r , ... , . ~ .. • •--'• •.o•,- •~ .. ~ - ~ •• <--- .. _. -., fr < "'-- • ••• .. •,• • ~v • \ ¾ -......- •- -,,,..., -_.__,.. 

i nto account the individual circumstances m 

~i~~~!ref;'f ···r~~a~~~~E~~I~~j~~~c~~3·iJ1tl,~ . ~ 
:.tents, it 'mGsl~'receive sufficient revenue 

, i pay adequate wages; the price of nece?~::""' 
sary supplies and services, like energy and 
malpr_a.FqC::~.- p:reillil}.ffiS_, _whicll are . ris~ng __ ., 
f aster than total hospital costs; and ilie 
c apital and operating expenses of necessary 
Tmprovernents in s~rvices .''~ ·· ·• 

McMahon is scheduled to meet with HEW Secre­
tary Califano Feb. 18 to express AHA's 
concern in greater detail. 

-0-
ABOUT $440,000 WILL BE REFUNDED TO 49 IOWA 
HOSPITALS by the St. Paul Fire and Marine 
Insurance Company as a result of improper 
billing techniques used between November 
1975 and June 1976, according to the Iowa 
Insurance Commissioner. St. Paul provides 
malpractice insurance for 96 hospitals in 
the state. The company admits the error, 
saying that it resulted from "an honest 
difference of opinion" on the interpretation 
of the rating procedure used. 

According to the insurance commissioner, the 
matter arose when it \✓as reported to the in-

1rance department that St. Paul appeared to 
· cutting its rates in anticipation of 

ompetition from the Iowa Hospital Mutual 
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Insurance Corporation, which was recently 
fanned by the Iowa Hospital Association. 
The commissioner's investigation found that 
the rate reductions began to appear when St. 
Paul discontinued use of an unapproved 
procedure for detennining rates. Donald 
Dunn, president of the Iowa Hospital Asso­
ciation, said that the Iowa Hospital Mutual 
Insurance Corporation would continue in a 
partially capitalized standby capacity "to 
allow activation in the event that malprac­
tice insurance costs should rise unduly in 
the future." 

-o-
1HE RECENTLY PUBLISHED CERTIFICATE OF NEED 
REGULATIONS contain several provisions "so 
inadequate that we recorrnnend irrnnediate cor ­
rection," Alex McMahon said in a Feb. 17 
letter to HEW Secretary Joseph Califano. 
McMahon pointed out that the regulations do 
not cover ambulatory health care facilities, 
home health agencies, or certain other types 
of health care organizations. "The planning 

' process should apply to all health facili­
ties," McMahon stated. 

Another section of the regulations provides 
that if a state agency does not make its 
decision within a certain time, the proposal 
shall be rejected. This is "just the oppo­
site'' of what is f mmd in other planning 
regulations "and is contrary to a mnnber of 
existing state certificate of need laws and 
procedures," McMahon said. 

-0-
A 1HREE-MEMBER PANEL OF 1HE NATIONAL LABOR 
RELATIONS BOARD HAS RULED 1HAT PHARMACISTS 
at four California hospitals are not enti­
tled to a separate bargaining unit. In­
stead, the ~iRB ordered a representation 
election that \\'ould include the phannacists 
with other prot essional employees. The AHA 
had argued in an amicus curiae brief before 
the board that petitions from hospital 
phannacists for separate bargaining unit 
representation should be dismissed at the 
regional level because the board previously 
has ruled that staff pharmacists do not have 
a sufficient community of interest to war-
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rant separate units. The matter, the AHA 
said, "is not open for question." (See 
Apr. 23, 1976, Hospital Week.) The NLRB 

&.panel, in deciding the case, cited the 
• precedent mentioned by the AHA in its brief. 

The staff pharmacists have virtually no 
interaction with other employees, the NLRB 
said. However, they do have "a commonality 
of professionalism, involving similar pro­
fessional educational requirements, intern­
ships, standards, ethics, and responsi­
bilities" with other professionals, the 
panel added. The hospitals involved in the 
case are members of the Association of 
Hospitals of Santa Clara County. The phar­
macists are members of the California Soci­
ety of Hospital Pharmacists, which is an 
affiliate of the American Society of Hospi­
tal Pharmacists. 

-0-
TI-IE FUTURE HOLDS "A PERIOD OF UNPRECEDENTED 
COM\1UNICATION AND COOPERATION BE1WEEN fDSPI­
TALS AND PHYSICIANS," Alex McMahon, AHA 
president, said Feb. 11 at a conference of 
the Multnomah County Medical Society in 
Gleneden Beach, OR. At the conference, 
whose theme was "Standing Alone Together--

l Physicians and Hospitals in a Changing Era," 
:McMa.hon outlined a mnnber of factors that 
have prompted greater cooperation between 

· hospitals and physicians, including "shared 
adversity'' in the form of external and 
internal pressures exerted on the health 
care industry. Other tmifying factors, 
McMahon said, can be found in recognition of 
common goals, such as joint efforts to 
reduce the malpractice problem and cost 
containment activities. "Sharing of clinic­
al facilities, for example, is impossible 
without the full cooperation of the institu­
tions and those who actually use the facili­
ties for treatment," McMahon said. "In­
hospital cost containment programs will 
never reach their full potential without the 
involvement of physicians," he added. 

-0-
"COMPETITION IN THE HEALTH CARE SECTOR" will 
be the subject of a conference conducted by 
the Federal Trade Commission on June 1-2 in 
Washington, DC. The conference is part of 
the FTC's ongoing study of the health care 
industry and will be open to the public, the 
commission said. One of the sessions will 
include analyses of the types of competition 

.,
ound among hospitals and between Blue Cross 
lans and coITiilercial insurers, the FTC said. 

The final session of the conference will 
deal with the role of competition in achiev-

ing high-quality care most efficiently. 
Competition in the private sector will be 
evaluated "as an alternative to government 
regulation in containing the rapidly rising 
costs of health care," the FTC said . 

-0-
TI-IE ILLINOIS PODIA1RY SOCIETY WAS CHARGED 
WIIB RES1RICTING FEE COMPETITION in a suit 
filed Feb. 14 by the U.S. Justice Depart­
ment. Filed in Chicago in a U.S. District 
Court, the complaint states that the soci­
ety's use of relative value studies or 
guides to determine fees is in violation of 
federal antitrust laws. Such fee guides, 
the suit states, result in price fixing and 
deprive consumers of competitively deter­
mined fees. Another Justice Department suit 
is pending against the American Society of 
Anesthesiologists for its use of relative 
value scales. 

The Federal Trade Commission, also, has been 
active in attempting to restrict the use of 
relative value scales. Prior FTC action has 
resulted in agreements from the American 
College of Obstetricians and Gynecologists 
and the American Academy of Orthopaedic 
Surgeons to halt use of the scales. A 
similar agreement with the American College 
of Radiology is pending. 

-0-

TI-IE AMERICAN MEDICAL ASSOCIATION WILL GIVE 
$15,000 1D QUEI'ITIN YOUNG, M.D., toward legal 
expenses incurred in his court battle with 
the Cook County Health and Hospitals Govern­
ing Commission. Young, director of medicine 
at Chicago's Cook County Hospital, was 
active in the 1975 strike by the hospital's 
interns and residents. The commission's two 
attempts to fire Young were ruled improper 
by a U.S. District Court in Chicago, and the 
case is being appealed by the cornmission. 

The AMA authorized the financial assistance 
in July 1976, but waited for approval from 
the Chicago Medical Society and the Illinois 
State Medical Society. The AMA supports 
Young's contention that, as a physician in 
an administrative position at a hospital 
where he has clinical duties, he cannot be 
dismissed without due process. After Young 
was initially fired by the hospital commis­
sion, a federal district court ordered that 
he be given a fair hearing. The hearing 
panel recommended his retention, but the 
conunission fired Young again anyway. Young 
continued his court action, and the district 
court barred his dismissal. 
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-ROOM RATE COMPARISON - HOSPITALS OF COMPARABLE SIZE 
SAN FRANCISCO-SACRAMENTO AREAS 

PRIVATE ROOM SEMI-PRIVATE WARD 

$173.00 $158.oo $ none 

166 - 179;'r 162.00 none 

165.00 none none 

160.00 none none 

160.00 150.00 148.00 

155.00 155.00 140.00 

130.00 125.00 125.00 

129,00 120,00 114,00 

123.00 11 3. 00 108.00 

120.00 120.00 118.00 

118.00 113. 00 111.00 

• 
NOTES: 

Raised 31 January 1977 by $10 

Raised 13 December 1976 
~·-Luxury - $196 

Raised 31 January 1977 by $8 

Raised 1 July 1976 

Raised October 1976 - another 
due in March, probably $10 acrd{ 

Raised l December 1976 

Raise probably in July-no info. 
how much. 

1 September 1976 

Raised 31 December 1976 

C~costs eff ec. 
~2~-.J::. Room rate increase 

----fW ~-

planned. 
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conchlaloA: Amw1cau' l.nliatence on setllJI&- '.· For example. Ille spoW&M; 'In recent determine lhei~ paymeni. co boepltau.._Cnlll 
the but poullxe-medlcal ca.. b duliins yews has focu.d on Iha biJ lru:nuea In re<enlly, most ralmbursementa wer• caku• 
any bopea ot puWnc the lid oc, doctar and wagu ol hoapltal workers, from clbhwash• lated by ligurln1 the pa.a yeu's cos!.I ot. car• 
boapltal bllla anytime-.·_.;, ••.. ·:~ _ ·""'· us lo 1U1na and lntema... Bacal>M labor lnJ for an averase Blu• Crou of ?i<edlca.ld 

SUch. at i--.. 1s. u.1111p11ca11oa oe some coats ID many hmpltala make up u muob u patlcnL This aystam permitted hoopll&I• co 
new economic· ·analy.a ot why- medical 60'7,, or r~i, ot lotal coai.s. IL scemtd c.nly '."f>a.U alonr" any and all co1t lncr!au•, 
cc.u are rtsin&" two lo ·three timu rue. logical that wai• ~t, well beycnd tht na• crtll<:3 char,ed. - _ , c · .. 
tll.an other gaoda and· suvlces ID tl:e ecoa- IUHw averagu Wll\lld accowit fol" mucb ot · · tlow; howeve,, ·many hospltala and third 
om7. The•~ :uiow tlla.t suc11 .,,,.,111111117 tile increu• In boapltal COOIUI, _ , _.. . . ;,arttes are swilchinr over 1o .. pro•P«U>"e 
-conir,,llable" factors a.s rlslnc .,._;u and While pay ralau might haw• bean a ma• r,;rnb11rsement" formula&. Under this •Y•· 
lm1atlq pncea an tar 1- lmpartant l!lu JQc c:,;a&~ factor In •ucll apots as New tem, the lnllaUonary· lmpul _ on._ l:o,pit.al 
]lad'.bffti u-,t,t In detennlnmc' madlca1 York City, it appelllS that ware lncr• asea Cllllta Is projccud In tlle coming' yeu, and 
.-coal.I. Mont licmflcaAl.~mrnc wbbl don't ll<:COIIDt tor. "'°" ~ tile nal!Dn:al tr.- reimbur3ement rates att, set accordlngl7 . 
. mneat. may be tile nmarkabl.--and cmtly cnaoe In boo,pUa1 costs. The Pr• sid• nt's ..\.ny bosplt.al · WllOM cow 1ue.,.s . the proj-
'!..~ ad- l:a medldzw, ID re,, Coun.c:11 OQ Wap and Pr!c. Stability re- ,?CUd Increases •Imply loaes OUL ...... . 
UDt yean.. .Amertcam,' dcmaad _ for sucb cently issued II atall stu.l7 · that decl:irtd !rt Wasblugton, health planners 1n tho 
:;-Cadillac madiclne,'· they say, mayibe ~r._ '"Althcugh bt.apital ware rates bllvo Carter admlnutralion are propo.ru,r lhal 
-puMlnr medical bills out. ot conaol. .. .-· Nall more rapidly than wages In othu rovcmmonl regulation of hospital ratu and 
; This you. hi&ber medical bills an 'i<>liic pan,, ot Iha economy, thue r-elaU-Vely use of pr01peclive reimbursement lonnU!a.t 
_to take anotllu b!J bite out ot the nallonal ~al.r -re ~ are ruponalble Cur t.e Invoked on a national scale. Such a move, 
poclcatbook. For moat conaumcn, U:• blow oruy a sm:>11 part of th• o•;•r:ill lncreaae In a.'f•ctir.g31mootevory~.cupitallntbeCOIIJltey 
.will be ""'ten.cl br the- UM ot h-tallh Insur- tl:e coat of ha.pita! care." · would require legWallon by Conirau: 

- ance and l1JCh goftmment proiram-, u . or.. widespread th.cry, now beinr dis· howeve,. _ . . _ . : ,-
}ledlcare. But tar die co,porata and 1o,,em, cowiled. bold that the aboY .. avera;i;e In· While lt'a too early to gauge tho Impact 
,ment treuurle9 that Wi1J boo payu\i hisber creaon In h~tal ~ _,. mainly the re- of ti:~ co,t:. controls, they apoou to be a 
imuran<:e pl'tllliwns, t11• Impact Is Likely to suit of boapital.s catching up wllll ct.her s• r• mixed blessing'. Some hospita.la ·ar• taklDK a 
:~ MVffe. ·· :·: · - __ Yice lnduatl'I•, particularly ID wa,eo. U tbia !lnanclal drubbing-. '111• vohmtary, MnPJ'Olit 
~pto$250a0.y ··c ·- _-,.· ,.,.,. u,a, th.ore was hoi>" that th• rise In bwipit:w In New York City, for ·example, 
,- The cost ol 'keeping a patient ID tbit haepl- ?>o.pit&l C0aC9 mlgilt eYontually alackon u an reporting- collective openlinr deftclU of 
_ tal for a day ls Wwy co jump ~~. ar mnr• _bolpilal -pa l•U into Una with 01b<tr In• over S9'l milUon a year. Muell ot lhl.l 1s 
this year. predicts mcdl~ ecnnomlsc Paw duatriu. , • blamed --on outpatunt clinics that are 
:J. Feldslein of the- t1n1-,ersity ct !,Ccb!pA. Bui accordlnr lo the ware-price council• swamped With naar-poor who aren't covered 
'nlla would pu3lt the a.....,. coot ot a bolpl- ll!Mdy, It hospilal workers' pay raiHs bad by any- Insurance. But one m• dlcal expert 
b.l •tay 1o nearly- l1llO- a day ..,..,.. Ille ,... been limited to what other ,_,..,,,. 'IVOl'I<• llgures that about a fourth ot the deficit can 

·t1on. a:ul. lo dcse lo $ZIii a day ID·- hip• us receind In Cba lui :?I) years, ho.lpital be chalked up lo the new •trln&ent state-cl .. 
;coatareuontlleEaaland.W•C>uta..--- costs •till ""'11d ban climbed &l_a rate of termin..t relmbunementformulu. 
·: Doctors' tees an ~tee! to cllmo :u.~ S.89', a year. only on,, p•rc•nlaf• paiDt lesa -=,..,,,..,_., · 
·lllia yeu Oil top of'& 13",i ~ in Uff, Ulan I.bey :ICtllally did Ne. A.a""" u a.a ----=- -· ., 
.adds JUdlth R... Laff, asaoci&'8 im=t-r at lffl, ti» COWlcll caiall&tH, hospital workers 
·urb&n and public U:in at ~Kellem ... cou.tCl no longer be con.aidered underpaid .. 
Cnlventty In Plttsburlft, This m...,._· tor l11 compan,on with- 3lmilar worlton In otbor 

--exampl•. that th~ U> co $30 paid tot' an In!- tlel.u. In.sttid, tile study found th.lt the la• 
tl:ll Visit to a doctor'iratt100 In ll!S dU. will !:.a& portion of the dally be.pit.al bill actwJJy 
becoma cornmonplac& ID other ar• a.s of the has been droppinJ, to 53% from 62'7, two de-
·=try u well. ;. - . .... . : -- .. •. . . cad.os a,o. 
' "Dllrtng the puc;;.i.:ui.:c:coi-<it•UYlni - · '"The 'catch-up< bypothesb Isn't true any 
mea.sure ol · heallh'Care 14trvlcet1 n,ee. by loqer, if It e-.er w:u oporlll>I.," sa7" :Michl• 
ov•r._10't"'-. over.~tb.• rat. ot •verythlnc p.a:s Prof. F~ ·.- ...... ,_'If• •• .;.. 1f'9"' ... 

else, says John,....,..0Slettrwyk, v1oo_ prui• ~rvices Soar,.,,.:., _; 
dfflt ct llart!n E:' Segal Co., a New York- · Rather, the economists say, the blgge:,t 
bu.od conoul!ani 'oq:. empl.oye ber.otlt pro- spurt in medical co• u Is occurrtn,; In nonla• 
gr.ims .. ,·.u t.'11.s contlrwu, It simply ma'.UIS bor areu. And hare. !hoy e:spbln, only on•: 

-~ more a.nd more of OW' resourcoa go lnto taa ii cloar. Every time th• hypothetical' 
·11 ca.re... av•rage A:n•rican waHu into a doctor's ot• 
•n•ral ::llo<ors, he .. notes, say, that th• !!c• or enters a hospital, he or she i.. receiv• 
,t hellltb can, new adds more to the Ing-and pay;ng to,-tar m0r& medical ..,,. 
ct a c:ir than dou the cost ct •!eel vices th:Ul ever befor•. I Whether the patl•nt 
i3Jlt auto m:lker :says !ta Siu• Shield• is emu-gin~ 3Jly healthier, however. b a 
~cu program bu now surp&Sled the question the eccr.omlsta pn,fer lo dodgo. 1 
,:,dustry u U3 -larpst "supplier." Carne11•·~lellon·• Prof. L.ve, for exam• 
:ealth-1=• outlay, In tile b.3t •Ix pla, not.ea that vi.o113 lo doctors have levelod 
s b11ve climbed co SUO a month per oU ll recent years to an average of about 

.ct coverinr a workor and hi., family, llv• per year for e&ch Arr.er1can. Nevortl: .. 
.;reue of ru-o-.er late lut summer. By lu,,. payment, lo docton have gone up 
this year, the out!ay will bit nu per ~Ululy, and far f~ter than doctors' 

:or contract each month. . toes have rben. "Surely, more pl:y,icl:u,'s 
~ r,,uon tor - ,...lentl_ upwvd ~~ !r~-~ randand ~ a,r,tract." 

:nb,. 111 h•~~ coeta,. La •· major 'eeo,- ..,. \..UU11;1~-. •---

mic fflfgma. Judgi.DC" trom the obMna• tn c:.ullng aoc1.1t tor som• cxpla.na.tlon tor 
, of· medical economi:tts- pthet"ld her-. what's c:t:Ujing thb C03Uy 1ncrea.:te in the 

1':nUy 3.1 th• invitation of the Btu• Crou uv. or 1n~ 1:.ical :!..trvices, economut.s are to­
·octauon.. Some- ot. · the •more. ,widely of• cw.inf on tv..o phenomena-n~ith-.,r ut whic_h 

wot.:!d ~ easy to brinl.( under 1,;c,htrol. Or.e lJ. 
_______ .;... ______ -1 ltie rapid adv3JICC In medical ledmolcgy, 

· JA _ . __ -- ·-: ~-· • and lhe other I• the J>e"asl .. u.w of ~•alth J:T . ~ iNur..r,cc to pick up the Ull. 
,...___ __ ~--···~ . -_That new m&dlcal adv~~ be ex• 
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n,. i;l&llt-aum ma1cer say, ltl 8lUe Sllleld- Is e~ a..,, h~ tmrmr ta a • 
Blue-era. pro,;ram hu now surpuaed the 'l.uutlon the - preie,. to dodp.1 
slttl Industry as Its larplt "supplier." Camegte-!l(tllon's Prof. Lave, for exam• 
Clt"s h•allh-lllNl'Uee outlays In the last six pie. notn that -rbl(s to doctors han leveled 
monL'ul ha.,. climbed to n:io a month per oU L, recent. yean to an anra,• o1 about 
contract coverms a "'°"'er and his family, !Ive per rear lar each American. Nnerthe-

1 
· an lnCN&M ot m o,,er late tu& summor. By J-, paymeni.. to doctora haft gon. up 
late Ws yev, th• oullay will bit Stu per spectacularly, and far wter than doctors' 

1 """rur contract uch month. . . feet han rt.a.. "Surely, rnor. p11ys1c1an·, 
.. ~no.-- 1or ti. n,lffltleM upward ~~-~n,~~P9,l'._minract,•: . 

. ~ .. , 
'"c,Dmt,.·-tn heal~ - la • major -

IIOmlc fflipa. Jud&inl' tram the o-.-,:,,. 
llons· of· medicu ec:onomuta- pthered here 
recently o.t the lmrltatlon of th• Blue Cross 
A.5sodatlon. Som., of· 111e ·more · ,-ldtly of. 

. I.T . . ··-~ 
~ES1MD~i)-
·· Designs, • • 

. ~Fabricates and lnstalb . ~ t --~---- ' .. S,-•0-•-•T•-
-,wm,,s.,,apT_...., Procnsiftc ~-,..._~~--. 
-~iquiplM,,t,-.,_:·'l· --~-.-· ,, •. 

Aslc on Le!fffi'lflOd .for Brodwr• 
WESTMONT ..... "~ 
,~-;~::: 

. .. Santa ,. Sprines, Co1. 90670 _ . 
r.;._· Los Anplea <2U.) _7~3!H• ··•.,.j 

~-.. _ .. f. 

L 

f. ~·1- . : . : . ·. ... ; . . . .. :' 
_, .... D1v1S1on Pres,denls .-~--

; 1. · > .,Jl your pace~t companyis ·.~; . 
l' id · Ii . I' f ' ·-f. ~n.s. enng t • sae o you~;. 1·· .~ 
-.idl\'ISIOn. we can arrange·an all- •-' 
i"caJh purchase which will permit· i you and youussociates to, , ..• •. . 
. · acquire a subsiantial equity --~·~.': 
fposition .. .-•... :, . · .: ·,. ;_.1 

¾· Must have proven track .. 
• '.record \,·ith pretax· ~arnings ". = _' 
; over 5300.000. · 

~ARRAGANSE'IT CAPITAL CORP. 
CONTACT: Artftf.#&.t,fflll.~ 

: ~O.~• 

'-
""~ sr.. ~Me •. ifh,,/:,ft ,._,, ~ 

«)1.7JI-J0001 

• ~·: "\11.ltOC..WA?"l"S-fl\lMONUdit"l\:SlifY,Cr; • , . -

-~,~· YOUR BRANCH OFFICE•~ 
;.; IS WAITING! '· · i · 

~ : i::~ •• =:- :- :- -( r:, T g ':'. . NEW YORK • ATt.ANTA · , •.. ,. ... ~ CHICAGO_- HOUSTON. - .•.• ~. 
~ 

~ "" • A !.aurk>vil,. Pf'Mht• & fully • 
. 
: 

·;: ,bttod olfic• .c low monthly pro- . 
·E~.-~ ~~; ~sodfice ..... th. 

, 
i 

" ~ ' ..... piomir,ent addte-H. 'Wl,ile ecfwni,,at~ . ~ 
, ·; ca;:,iul ir'N1htm.nt. locmon seillCh; . 

~ :...._.~ le.llin1 & 'st.1ffinj. 
, 
.: .... 

- ~- ·• • ll OR WRITETOO-'Y FOR 8~ .. ~ ; 

~ : ~ : •&1i'!:: ~}r,;; ~,~is ~'i: % 

~ 
. ~•· -~. · ~ichN!M'--~Ch~llt/liOl>II/ f: . 

.. :;.~_~,.: -'~f) ill-~! -t.1;:. ~ ,~t- !-. \.~~·"'1!· .. 
·i. !: .. ~. ~Oo# 3~NJlltU..0l.•M10U]lttG.UaG1• l_.~ • .:. , 

-·· .. "';folt,• -: Process 
. 

., De5igD . .. JBacon . ..... ,. 
·. Studies ~s.~: ~-~;--. - -

~. - . . · .. Cot>structonl • 
,i;. l'°'* • ,,,.,., ... U. • Oalf .. • !fff UM CU. • w.-~-~ i" poU$MIDMARBUI 

PAPUWEJGHT3 · 
,oo_..,...,sm.m.Yrulc,go 
_,...mw:e5~c:dln. 

:=:::."".::=-.::.-.__ __ . 

-- PU!ll'ltllCMT1,.t)IC.Ottl,.lfl/! 

~~- ::,-;::;;i.,~7~ 

1n cutln,r - IOI'....,.. explanation IOt'. 
what's· caualnf Ulb cmtl7 lccnue In lh• 
...., of medical. serY!ces, economlsls are fo­
cwlnlf on two phenom1na-nel1Mr of which 
wocld be easy to bring W>der control One is 
the mpld adY:,,nce In medlcal technology, 
and th• other Is the pen:aaive UH ol beallh 
lr.rurance to pick up the tab. i 

That MW medical aolvanca can _.be ex­
~enslve la w,qUHl!aned. For 1Mt:u>c1, In the 
lw decade, lntenoive-can units,. where 
co,ts can run -ral hunclred dollars a day, 
have come Into wide usa. 1" the- 1ut tlve 
years, llUJMlnda ol UloWa.ads of Americana 
with heart cll.Mue bave Wide- the new 
coronary•bypuuurgery, NIIDin& up~­
tal bllb ot $),0,000 to m.ooo each. ••.•• 

Co9tly DiapNett . < • : • • • ' 

'~ "Oiag1ioatlc procedures are an Important . 
c:mitributor'-. ti,, - (Ovenlll -.•; says 
Dr: H. 0:&Yi<l Banta. a publlc-bfflth expert 
on. tbe staff ol tbe ~ Oltlca of 
Tllebnoloa ~- He notn that a 
study dona at. the Unlvenlly ol ftoch.,te, 
!l(ad1ca1 · Cltlter · loulld tltat laboratory 
cllarpa consUtulad o,,er =~• of the average 
hospital bW, aDd 11w. Ille nwnber at chllllll> 
try !Aboratoc-y - 11- In th• 1-pltal In 
13!0 WU m. ~ lh&n In 1995.·· 

'.-_ aiu.', np,rb IA medical ~ Dr. 
Bula say,. tllat lal,on.lary tut, dona !or a, 
patlaotwtllla~appondlxilow·tot:i1· 
n. or :obt time a& muy u ln.1951.."Womao 
recdvtnr. routlM matemit.y care had u ln­
crt&M from· U taU IA 1951 to 11,$ per 
c.- 1n· lfft."' be says. Al.lo, the uerago 
heart•&UM:ll Ylctlm. now pts n1na elec~ 
cardlosn,ms lnlCnd. oC five or m.- , ; · :~ce •·~:~cal teduilq,.b_dnel­
opeJ. there Is a •tronJ pressure to 1131 lt;ot• 
ten -.,,\lll little rep.rd to ltl additional cost. 
!>Uchllf&A"• :llr. Felcblaln, for uampla, pro, 
l'D"" what be._calb the "prestl;re-h"plt:&1-
hypolhuts" _at rtst:,g hosplt:&I costs: -:Molt' 
llo3pltals an nonproltt tn,tltution,. and 
when local clllnns sit down llt the board ta• 
bl• u truslffs. their tendency Is to try to 
make their boopltal the beol Encoumged by 
local doctors; the tntsleu will strive to add 
new wings and :such qu.>llty featuru as new 
comput1r1%11d X:raY lll&Chlnu and. units. for . 
open-heart sw-pry, ~urn trea~ ~-d ID• ~ 
temiYe can._ .·;i:, . •. • ; h 
7 Th~ spread 'er healtlt tr,surance and ,_ l 
emment•pald. medical ~ fuels this · 
tendency. econamt,ta oay. "With Insurance . 
now paytnr approxl.lll&tely 00'7• o/. all hoopl• 
ta1 cosb, there Is a •tror>J lncc,nlive tor pa• 
tlents and their pllysiclY1S to -11 'th1t !>Ht · 
possible c....,• aimo,t without concem about 
I t:s costs," U. -.,..price council study 
~ys. . . ..... ,;.: ~-.. :.: .• - • . ...•. . , . 

i: Added to tha ~rnand for Iha but posal• 
tile ca.re an sudl coat p.-...ures u-rt.sinr' 
malpfflctlca 1->Ce ratn and a decline ID• 
phllanthr,:,plc. contributions. With fmr do-, 
netlom, hoopltals lncreulngiy have to bor­
row capital f\Dlds and .Jal<.• on ,_ lnterfft 

colt.S. --···-~-·--·: 
A Vicious c,c1e- · • ., · · 
' The resultlllfr blrt,ff hooplt:&I coets trig 

1 

ger a vicious eeoncmlc cycle. High-coot h 
pita! care Induces patients to buy more com• 
ptete tn,urance, the wage-price council 
notes. ln tum. the growth of tn.,ur.u,ce en­=~ hoapitala to provide more exten­
sive and expenslY9 bulth-care !acllllla. 

In an attempt to control coats. al least 
nine states currently have la'" pultlftl' bo,­
pltal rate, under ,orne type ol public r~l:i• 
lion. C..nerally, the law,, require· advai>ee 
tate appronl al changes In hospital mtes 

pnld by w-called third p&rtlos, notably the 
• 
~c,dlcaid program. for the poor and Blue 
c.,,,.,. !The huge fedeml !>lc,dlcan program , -- I 

~- ·-· ---~----------~--------~ -~---~------~-~·-··---·---··-····----··---·-·-·-·-·- ~-· 
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W:isbington 

A strict federal limit on how 
much ho,;pit:ils can charge patients 
for c:ir~ was propose<l by Presid,mt 
Carter ;·st!>terd:iy as :1 fir:it step in 
cuttini: the country's run:iway med• 

lea! costs by billions of dollars a 
year. 

In what could be,:ome the 
nation's first perr.ianent health cost 
control. thr arlmiois•ca•i"J Slid it 
wilt :1$k Coo::rt"\S Coe PH'hn;-it': to 

c~:rier csrnd ti=0J1ii 
tsudgeis C{Om~~~~ed 

DEPARTMENT COST 

Legislative Brand, ···········-······"·········· S 11 Billion 
The Judcia'y .................................. $400 Million 
Executive Office of the President ..... $ I 00 tvlilt>on 

CHANGE 
NC 
NC , 

MC 
Funds Appropriated 
to the President ................................ : $5.3 8i!lion + $1.3 8;JrlOl'I 
Dept. of Agriculture •••. ;; ........ : .......... $14.6 8i11ion +$2.2 B,llion 
Dept. of Commerce ........................... $4.2 Bilr.on + $2.3 Bi!lion 
Dept. of Defense Military" .•..•••••••••.• $ I 18. 9 Billion -$2.8 8iltlOl'1 
Dept. of DeferM Civil .................... , .•. $26 B•'lion · MC 
Dept. of Health, Education . , 
Ol1d Welfare .................................. S 1622 S.'!lion +SI.I Bi!lion 
Dept. of Housing ond . 
Urban Developm!nt ......................... S39.2 Biltion +$9.5 Biltion 
Dept. of Interior .. : .............................. $3.6 Bi!lion ~$ I 00 Mill 
Dept. of Justice ................................. S2.3 Bilr,on MC 
Dept. of Labor ................................ $26.6 Bi,'r,on + $6 8:llion 
Dept. of Stote ................................... S 1.4 8,::-,on MC 
D<1Pt.ofTromportotion ................... $13.38in:-on +$300Mi!I 
Dept.ofTreowry ............................ S55.7BiT<0n +S4.7B;Hion 
Energy Research and Development 
A<lministrotion .................................. $7.8 8,11-0n 
Enviromentol Prot'1Ction Agency ......... $5.3 g;:r:on 
G~erol Ser,.~ces Admin:strotion ........ $300 Mi'.f:on 
National Aeronautics ond 

-$100Mil1 
MC 
MC 

Space Administration ............................ S4 EM:on MC 
V-ete=Administrotion ..... , ................ 5198,~ion +$900Mill 
Other Independent Agencies ............ $32. 9 B,r.,on + S 1.8 81lr<0n 
Total ............................................ $507.3 Bilfion + S26.8 Bill 

NC - No OlClnqe ·Mc - N\incr Change 

This budget breakdown shows the exp<tnditures pro• 
po5ed by Carter (left column) and lh"!ir amounts of 
chonge from the budget propo5ed by Ford (right 

column) 

set a h<>•olt;i,! flJJCS:., rcii1ng !b:ii 
could saYe those who pay {QC b"Jl'b 
cJ.rn more tbn $:! hilJion jn 'jsq! 
\'eJ.r stJ.rting Octob.-r 1. 

Healt!I. Education and Welfare 
Secretary · Jo,e11h A. Califano Jr. 
denied that the step would be a 
wa~e•prke con:rol for hospitals -
President Carter has said he would 
not impo5e wage-price controls -
but rather a way of negotiating 
with hospitals to RiYe them a 
"reason:ible price Iner~." 

The health lndu.'itry was WldlM'" 
temporary price control in Presi­
dent Nixon's "economic st3biliza­
tlon" period of August, 1971, to 
April, 1974. 

Califano said a nlrie per cent 
tncrea.~e in hospital chari::es to the 
gornrnment. he:ilth Insurers and 
Individuals in flsc:11 1978 would be 
"ample." He added that such a limit 
would save the government and the 
public $2 billion .. 

Hospital charges rose 15 per 
cent last ye:ir to make the average 
dally cost Sl54 per patient. he said. 
The $154 Is a nationwide average -
the current ri,:ure Is more than 
$200 In the Washington area and 
equally high in other·big metro:,oli­
tan centen. 

C:allfano called the nine per 
crnt figure only an example or the 
possible reiling to be negotiated 
with haspitals. lie called It han 
ample increase," in hi, opinion. and 
said it could sne the rerteral 
governmrnt alone $829 million in 
fiscal 1973 lledicar.e and lledicald 
payments. 

l!edicare-Medlraid payments 
make up .:ii per ·"nt or the 
country's total hosp1t.,I bill. howev­
er. So saving'! to health Insurer.; 
and cash•paying patients could total 
another Sl.2-! b111ion. 

If the Cart.,•r measure ls not 
enacted. ~ledlcare::-.1edtcald spend• 
Ing for the elderly and the poor will 
ri~e an expi>eted S:l3 billion In fiscal 
rear Hli8 to Sll6 hillion In 1982. 
C'aliiano warnr.d. 

lie s~id the r.ieasure is needed 
to allow ti::ne to design a pt!rmanent 
system to contain other health costs 
and to make comprenensivt> nation­
al health in,urance pn,sfhle . 

.'.fhc n('~utintinns on nctnal ho-<­
pital d1:tr:!;•_.; mif!nr h~ 1·nn1tuctP<f 
bv i"•1h'rc1t tltfwbls \\ilh ~t~\tt' ho"r.1-
t!ra .. -.,1(·1.:Jtl~t!l'i. l'allfittlrl !',tit.I !!£" 

will nat:1!.:,_i~ tt\!:w.l Jd\"i~1"rv bn:trd 
iu~ hi.r~ ,ct hosi~;tli:iiiis. 

II,• said d-.:t:iils or a hill must 
~till he u·!lflv.<I out with h"'alth 
lt•atl('r"- i!t Co:i !it·~s. the .:\?!?t~rkan 
llnspit:11 :\ssodation. ,\mcricJn 
).!cd1t·al .\3'•}C\ation anli Bl'.le Cross . 

.-\!,•:·::!::l !•:r ~k~bhon. hospital 
a-~c1ct1riQ:t d'rf•l..'t'=»r. ~~li,t any pro­
G:.:n thJt c":i:ru!s n:-:c p.1rt <>f th~ 
,.,c1:r?nr!1y ~••i~hnut cnn!ro!!!r.;i vth­
,·n i·.:. ··h!~•111::~:1!Jlr ~1r:rl un\~nrka• 
t1:1•." :!'~'.t !it,· pt!!:; \.\ ill h""t;h,_• ,Hl\ 

lia,t~ th:H f.ij;:j tn t··•!t,!•!~·r P.ad1 
?";.nt.;;f~ ~•·_.._ ,·irn.:n:'::t~n•·:·,_ 
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DISTUIIBfflG FACfS 
.ABOllTOURHOSP!TALS 
There is recent and authoritative evidence that while 
our hospitals are considered the b~t in the world and 

.are satisfactory to most patients. they could be better. 
.} 

-.·.&'-

. ~~ By PaulaDranov 
.. :- . .;: 
:~ ' Most of us will spend some tinw Ill a 
' ··; hoapitAl SOOMI' or lillter. 
-:~ Wlw kind of care can we expect? b 
.:-·;;·there anythlPg to rec;ant reports !Mt 

, f:~ thue are big differences In the qiality 
~:;-· of c:az-• from hospiQI to haspltal? • 

_:.~: ;: Disturbing questions. Especially 
. slnca there are no e..b11 answers. Right 

· I now. thara is no authoritativa W.&'/ to .. 
- ; ·cetarmlmt in advance the kind of treat-

. ment we·u get In the hosp;~ 
/·· AIMl,-.tbe~ofL·ll'IIHaVllfY·· 
,· from one hOlpital to anoti,..:r, accon:llng 

to the results of a major study ~ 
sored by the • prutlglous NatioMI 
Acadcny of Sciences (NA5) and re­
cently mode· public:. Fortunately. the 
follow-up to that study which Is now . 
uncfarway may someday yield the kind 
of Information we all would like to 
have. It may help establish critarta by 
which we can judge how well ona hos­
pital stacks up agilinst another. Even­
tually, It c:ould result in upgrading tha 
quality of hospital care in this country. 

However, the results to date are 
somewhat alarming: they show a big 
enough difference in the quality of care 
from hospital to hospital to constitute 
an importi)llt public~illth problem. 

·2-:. That conclusion wasn't reached 
·:,,;·- Ughtly. It c:ama onl11 after the Stanford 

. .• Univ<lt'Sity Center for Health Care Re­
. surd,, working under an NAS grant, 

- ·· pored through the records of 314,000 
patients who undarwent surgery at 
1,224 hospitals in 1972. Then, the re­
searclters zeroed In on 8,593 patients 
who were operated oo In 17 hospitals 

· .. from May 1973 to February 1974. 
The purpose of all that research was 

to measure the qualiiJ, of hospital care 
based on the OU1come of 15 different 
kinds of operations. The ~ 
compiled data on each patleot's age, 
sex, general health and several other 
factors, including whether or not the 
operation was an emergency. After the 
operations they followed each case to 
determine 1) how man11 p,>llents died 
following surgery, 2) how many ~­
ferecl complications within a wnk of• 
their operations and 3) how many had 
complications or died within 40 days of 
surgery. The complications and daaths 
were then cs>mpared with what the re­
searchers had determined the results 
of surgery :should have been on the 
basis of the Individual patient and his 
or h.,,. condition. · 

P<Ud4 D,.,_ u a fr1111-lc.ru:11 wril.r who 
u:riln "" m.dical and co,uumer iuun. 

Ha Ff.MILYWEEKI.Y.FobtvMJ,21, t9n 

For tbs second flh-. of tha ~Y, ::'.· 
the Stanford l'UAl'Chers lotarvlawed' 
every 011& of the 8,593 patients and ·, 
docton, -- and Mesthetlsts. Aflllr .. 
all therCRllts- In illld th& st.Jtistlcal 
adjustments IMde. ther-.rc:iwrsC0G- · 
eluded that a p.1t1ent' s chanca cl dying 
or suffering severe cornplbtions of 
surgery were two and a MIC timea as 
great at.ana hospital as ilt another • 

Why such a big difference? . 
At in--t. that's tha $64,000 quu­

tion. The Stanford raean:hers arc con- . 
tJnuing their work In an attempt to 
pinpoint the r- Indications Me, 
however, that the holpitals which ·· 
showed up bat: . 

-Had a~ i-ant.age ol nura.a •. 
on their staffs. · · ·· 

-Spent more money per patient. 
-Were more careful than others In 

'awarding staff privileges to doctors. 
The nur5e5 weren't quite a, hard on 

th;,mselves· M they were on the doctors, 
but what they had to say i£ c.lUSe for 
concern. Eightaen percent s.lid they 
knew of duths caused by errors made 
by nurses, and four pe=t admitted to 
making fotal mistakes themselves. 

One lhU"!IC describ«d tbis up,,ul,alcc: 
"On the 11 to eight siift in the Intensive 
care Wlit, an aide, a licansad practical 
nurse and I had six critically ill patients, 
.ill on ventilators In three separate 
rccms. I spent 15 minutes with one who 

The study found that old as:.wnpllons 
about what makes one ho.$pital better . 
than another no longer apply. For 
example, It had long been believed thitt 
the best hospitals are the ones with 
tha . most board<ertlfled ~ 
those physicians who have passed rig­
orous wts in one af the 21 recognized 
meclic:al specialties. ·u also was thought' 
that teaching ho5pita1-the ooa that 
train c!octors-arc better than non­
teaching lnstllutians. l'leilher of those 
two factors seemtid to mak8 any dif­
ference hi the quality af care In the 
hospitals studied. . 

The finding that care seemed to be 
better at hospitals with rnora registered 
nurses on their staffs mll!I lend support 

· was hemonhaging, and when I returned 
· to the other room, one of the patients 

had accidentally cb:onnected hlm,elf 
from the ventilator, arrested and died. 
That was three years ago, and I $till 
can't get it out of my mind." 

to nurses' efforts to gain a greater say 
at the top-managcmcnt level at hospi­
tals. As things now stand, the nurses 
have been excluded from most medical 
pollc;,-making. They don't have repre-

. sentation on the Joint Commission on 
Accreditallon of Hospitals or the Na­
tional Professional Standards Review 
Council, organizations that monitor thQ 
quality or hospital care. 

Nurses. oa<e coakllt to rem..lu ID the 
~sr-od, have baen spe.iking up 
recently. And what they've got to say 
about the kind of care available In our 
hospitals has been making waves In.side 
and outside of the medical profession. 

In NSpOnse to a recent poll con­
ducted. by Nursina 77, the nation's 
largest nursing jouma~ 42 percent of 
the 10,000 nurS<tS who responded said 
they knew of deaths clue to doctors' · 
mistakes, and 15 percent said they 
knew of mare than one such case. One 
nurse told of a surgeon In her hospital 
who made mistakes that had cost Iha 
lives of eight patients In eight years. 

Some or the nur5eS took advantage 
of the questionnaire to · unlo.d their 
gripes. The biggest ones were the 
amount of paper work they have lo do, 
what they saw as doctors' Indifference. 
t<7 their opinions about i:,atlents and the 

• level of psychological support doctors 
give their patients. A full 77 percent 
rated doctors' perfonnance in this la$l 
area as Ufair" or upoo,:-:• . 

And what dq the nurses thlnk ~bout 
the qu .. lity of hospital care In general? 
An average of the "grades" the nul'3e5 
were asked to asslgo their own institu­
tions came out to a "low B." Furt.'ter­
more, 3,q percent said they wouldn't 
want to be a patiant In their own 
hospitals. 

Although the public usually doesn't r 
hear this kind of thing from the medical 
profession, laymen have long been 
aware that going to Iha hospital Is not , 
wi:hout some risk. We're asked to con­
sent In writing to surgery, to anesthesia, 
to other medical procedures, some rou­
tine, some not. The risk of anesthesia · 
Is one we don't think of too often, but 
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It's been weH do,:umented: arte:stheii.a . 
causes or contributes to the death of 
one In 3,000 surgical patients, .-u,d one · 

, In 10,0X> dies as a result of an anes­
tliesia accident Those don't sound like 
bad oclds. But they represent risks that 
doctors as w4!{J as patients would rather 
not talc-. · · 

What causes anesthesia deaths? . 
Some r.cent studio sugg<!$l that they ... ·· 
may be traceable to errors made In ad­
mlnlstering the anesthesia. A report In a 
recent Issue of the Neu, England Jnu,. 

· naCof Medicine descrtba the deaths of 
two young women undergoing abpr­

~tfons who wer. gtwn overdoses of the 
;local anathetic: udocai.n& A third gtrl 
;died from an ~ reaction to the 
'anesthetic l'M/1WCCCrUI&, • 

'; A sr-p ol .....,_actic:a .. In Cal;. 
fcirnla geMrated another study of · 

'deaths due to .anesthafa erron, The 
'patients lnvolwd "~ healthy and 
~required l'Wl.tlvely routine elec:tive 5UZ'­

(g!cal procedura," the Journal of the 
l:Americ.m ~I~ A&sociation re-
, i:>ort«f. Nine of the patients died be-
~c:at.aa ,of "gross ~ of ' ··'. '' 
· their. ~ of the - , • · t thetlc:; d1sccnnect!ng the patient from. ' · 
. the braialhlng tube and Insertion of the 
; ,breathing tube Into only one lung. All 
told, of the 41 cases studied, 30 patients 
_died, and eight suffered saw:rw brain 
damage.. .•·. 

; - Why does this kind of thing Mi:,pen? 
A study ccnductecl by Massachusetts 
Genuai Hospital concluded that 69 .. 

·pe:n:ent of the anathesta mishaps or · 
near ml3haps L'lvestigated there r&­
cendy were due lo human error. Mon! 

. than half of tho.se could be traced to 
the "adverse general mental or physi­
cal condltion of the responsible indl- · 
vidu.al" Another 2:1 percer,: of the 
problems studied were due to equip. 
ment failure. i 
, . Whlle all of this may seem to be a 
shocking pfc:ture, the American Hosp!- ::-. 
tal Association helps put things In per-· : 

. spect!ve by pointing out that American ' .. , 
hospitals are still the be.,t In the world. ·· 
They also cite a Roper poll that shows 
that 76 percent of the public is satisfied 
with the quality of hospital·care. · 

In addition, there also are things we 
can do to protect ourselves In the hosp!­

. ta! and to make SW'lt we get the kind of 
care we should hav-. Obviously, _.ve 

1 got to leave the medical. clecbions to 
i the cloc:tor:s, although there's nothing to 
· pt'eYfl\t us from asking for a second, or 
• even-a third, opinion. And the increase 
In malpractice ·suits against physlclam 
Is tastimony to the fact that more and 
more people are holding doctors ac­
countable for their mistakes. 

However, what many patients don't 
realize until something goes wrong is 
that doctors are ethically and legally 
required to obtain their patients' '1n­
formed consent'' In conneetfon with the 
treatment they recommend The key 
word there is "informed"- the doctor 
has an obligation to make sure that the 
patient fully understands the risks 
involved. So if you should have to enter 
3 hospital, keep these facts In mind to 
,elp you g,it the best ~ 
:are availdble. :JU 

f 
( 
I 
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state EXHIBIT B 

DEPARTMENT OF HUMAN R.ESOURCES 

WELFARE DIVISION of neuada 251 JEANELL DR., STATE CAPITOL COMPLEX, CARSON CITY, NV. 89701 

The Honorable Robert Barengo 
Chairman, Assembly Judiciary Committee 
Nevada State Assembly 
Legislative Building 
Carson City, Nevada 89701 

Dear Mr. Barengo: 

February 16, 1977 

I am taking this opportunity to inform you of some real concerns 
I have regarding SB 189 and AB 268. 

A.B. 268, Section 5 (lines 22-33) 

The Welfare Division, on average, has legal custody of in excess 
of 500 foster children. This agency's custody is pursuant to Juvenile 
Court orders for wide ranging reasons of neglect of the child by its parents 
or other custodians. While my staff usually does a good job, it is impos­
sible for them to always be aware of every child's rights against every 
health care provider. 

I feel that for me, as Welfare Administrator, to be held personally 
liable for an inevitable oversight by my staff is asking too much of a 
welfare administrator. The 1975 Legislature already wiped out NRS 11.280 
(Statute of Limitations tolled during minority) for the benefit of health 
care providers. It is unconscionable to shift the cost of their malpractice 
to an administrator who under NRS 41.038 (l)(b) may be insured against this 
risk at State expense but by fiat of the State Insurance Placement Committee 
has to go bare or pay the State's insurance premiums out of his own salary 
(see attached news bulletin). 

I respectfully ask that I and the Welfare Division be expressly 
exempted from the personal liability provisions of Section 5 of AB 268. 
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The Honorable Robert Barengo -2- February 16, 1977 

S.B. 189 (Lines 14, 15 and 21) 

This bill appears to give a provider of medical care guilty of 
malpractice the benefit of public welfare programs. It is in direct con­
flict with existing firmly established public welfare policies to give the 
guilty provider a windfall at the expense of the Federal and State public 
treasuries. 

Title XIX (Sec. 1902(a)(25) ) of the Social Security Act, 
45 C.F.R. §250.31, and NRS 428.325 all make the legal liability of every 
third party for causing a welfare recipient to incur medical costs at the 
potential expense of the public treasuries a orior (not collateral) resource 
to welfare medical benefits. Furthermore, these laws require such liable 
third party to reimburse the public treasuries to the extent those treasuries 
actually paid those medical costs. 

If you have any questions regarding my comments, I would be happy 
to arrange a meeting with you and our Deputy Attorney General Bob Holland. 

bl 

Sincerely, 

tl, 'i'~tJ 
~;;/1_. Miller 
State Welfare Administrator 
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February 17, 1977 

The Honorable Robert R. Barengo 
State Assembly 
State Legislative Building 
401 South Carson Street· 
Carson City, Nevada 89710 

Dear Mr. Barengo: 

Thank you for the courtesy extended to me on February 15, 1977 while 
testifying before the Joint Committee on Judiciary regarding SB 187. 

It appears appropriate at this time to briefly reduce that testimony 
in writing. 

The Nevada Medical Liability Insurance Association and its Board of 
Directors stand in strong support of this bill . 

In addition to the basic support given to SB 187, we have recommended 
two amendments thereto: · 

1. Under Sec 2, Subsection l 
Item (c) should be added to include anticipated 

future income. 

2. Under Sec 3, Subsection 1 
The last sentence should be deleted. Adding insurers 

as a party to the action creates an untenable position 
for insurers. Being put in this posture could cause 
insurers, if for no other reason, to refrain from writing 
malpractice insurance in Nevada. It also creates ques~ 
tions of equity and constitutionality. 

We intend to have a representative at each of the meetings of this joint 
committee. We will stand ready to offer any testimony or answer any 
questions relating to the professional liability insurance question as 
you may desire. 

RAB:cl 

1755 e. plumb lane, suite 269/p. o. box 7456 reno, nv. 89510/telephone (702) 329-2246 
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.. EXHIBIT D 

STATE OF NEVADA 

OFFICE OF THE ATTORNEY GENERAL 
CAPITOL COMPLEX 

·SUPREME COURT BUILDING 

ROBERT LIST 
ATTORNEY GENERAL 

CARSON CITY 89710 

February 24, 1977 

The Honorable Melvin Close, Jr. 
Nevada State Senator 
Legislative Building 
Carson City, Nevada 89710 

Re: S.B. 185, 188, 190 and 191 

Dear Senator Close: 

As a follo·wup to my recent testimony before the 
joint senate and assembly committees on judiciary regarding 
the above captioned bills, I should like to once again urge 
the committee to take swift action on these measures, most 
of which are designed to assist the Board of Medical Examiners 
and the Attorney General to more effectively play their 
respective roles in the quest for providing quality medical 
care to Nevada citizens. 

I particularly believe the amendment which I 
submitted to the committee for S.B. 185 will insure proper 
regard for the privacy of the patient and I most respectfully 
urge that said amendment be included as a part of S.B. 185. 

As you will recall, at the end of the last hearing 
on these bills, Senator Hilbrecht announced that S.B. 188 
was not a part of the interim committee's recommendations. 
This was a correction to his earlier testimony that morning. 
I would like to take the opportunity once again to urge that 
S.B. 188 not be approved since it only works to the detriment 
of the public in its efforts to secure qualified expert 
witnesses in medical malpractice matters before the Board of 
Medical Examiners. Obviously there are differences between 
the type of medical practice in a rural Nevada community as 
opposed to our larger metropolitan areas. But I believe 
that these matters are matters of defense by any doctor who 
may be subject to a board hearing and it is fully within the 
knowledge and ability of the Board of Medical .Examiners to 
take such a defense into proper consideration. S.B. 188 
would actually only tie the Board members' hands. 
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The Honorable Helvin Close, Jr. 
February 24. 1977 

•Page Two 

You will recall that during my testimony I suggested 
that Section 1 of S.B. 190 be amended to cover all the areas 
which could lead to charges under Chapter 630 including 
gross malpractice, malpractice, professional incompetency 
and unprofessional conduct; rather than the simple term 
"malpractice" as it now appears in said section. As for 
Section 2 of S.B. 190j we would certainly encourage the 
amendment on line 20 of the bill of the figure. "$2,000 11 to. 
read "$5,000" or even higher, if the committee deems that 
appropriate. I also question the need for referring to the 
Board of.Medical.Examiners each malpractice claim as opposed 
to each settlement, award or judgment. A claim which has 
not yet resulted in any settlement, award or judgment, would 
probably_only produce excessive paper w~rk for the Board of 
Medical Examiners or serve as duplication of prior written 
allegations which have been made against the same doctor 
from another source. 

Concerning S.B. 191, I personally would endorse 
the connnents of Bryce Rhodes, Esq., the private attorney for 
the Nevada State Board of Medical Examiners. Most certainly 
I agree with his statement that NRS 630.315 should not be 
repealed but instead should be retained in the present law 
and indeed strengthened. If this section of the present law 
is retained, then Section 7 of S.B. 191 should be deleted, 
as being superfluous. In addition Section 7 allows the 
physical or mental ·examination at the wrong time in the 
proceedings. As Mr. Rhodes pointed out in cases of extreme 
danger to public health and safety the Board should have the 
authority to require such an examination at the earliest 
possible time, along with authority to summarily suspend a 
physician from the practice of medicine for 90 or 120 days. 
In addition, where written allegations are filed against a 
physician, the requirement of a physical or mental examination 
may indicate additional charges which should be brought. 

In conclusion, I would like to urge the joint 
committees to amend S.B. 185 and Section 1 of S.B. 190 to 
make both these statutes effective on passage and approval. 
These two bills are critical to completing two investigations 
now pending in the Attorney General's Office which are being 
hindered by the lack of accessibility to patie~t records. 
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The Honorable Melvin Close, Jr. 
February 24, 1977 
Page Three 

Thank you for this opportunity to expand upon my 
comments to the joint committees. If this office may be of 
any further assistance to you in the consideration of these 
matters, please advise. 

WEI:rab ,' 

cc: All members of the 
Senate and Assembly 
Judiciary Committees 

Bryce Rhodes, Esq. 

~ ... , 

Sincerely~ 

ROBERT LIST 
Attorney Gener.al 

By WILLIAM E. ISAEFF 

William E. Isaeff 
Deputy Attorn_ey General_ 

. . . 
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EXHIBIT E 

MIKE O'CAllAGHAN, GO\lernor 

Nevada State Board of Medical Examiners 
AIRPORT CENTER BUILDING 

1281 Terminal Way, Suite 211 • (702) 329-2559 
Mailing Address: Post Office Box 7238 • Reno, Nevada 89510 

' i 

USLIE A. MOREN, M.D., President 
KIRK Y. CAMMACK, M.D. Vice President 

KENNETH f. MACUAN, M.D., Secretary-Treasurer 
RICHARD D. GRUNDY, M.D. 

THEODORE JACOBS, M.D. 

February 28, 1977 MRS. EVEl YN HILSABECK, Executive Secretary 

The Honorable Melvin Close, Jr. 
Nevada State Senator 
Legislative Building 
Carson City, Nevada 89710 

Dear Senator Close: 

RE: SB 191 

This Board recommends: 

I. That NRS 630.315 not be repealed (as provided by Sec 8 of SB 191 ). 

2. That Sec. 7 of SB 191 not be inacted. 

3. That NRS 630. 315 be amended by adding thereto a new sub-section 
as follows: 

5. In the event the Board shall determine, following said mental 
or physical examination, that the physician lacks the ability to 
safely practice medicine, the Board may suspend the physician's 
license to practice medicine until there has been a hearing on 
the allegation, provided that said suspension pending a hearing 
on the allegation shall not be for a period of more than 90 days. 

The Board further recommends that SB 191 be amended by the addition 
of a new section, amending NRS 630. 340 by adding thereto the following new 
sub-section: 

3. Until the Order of Revocation or Suspension is modified or 
reversed, as provided in this section, the Court shall not stay 
the same by temporary restraining order or preliminary injunction. 

It is submitted that the above requested new sub-section is indicated to 
protect the public health, safety and welfare pending judicial review. Other­
wise, a physician whose license to practice medicine has been revoked or 
suspended after a full hearing and who has been found to lack the ability to 
safely practice medicine due to indulgence in the use of alcohol or drugs 
or who willfully disregards established medical practices or fails to exercise 
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The Honorable Melvin Close, Jr. 
February 28, 1977 
Page Two 

proper care, diligence and skill in the treatment of patients, may be 
permitted to practice medicine during the period of judicial review to the 
detriment of the public health, safety and welfare. 

RE: SB 190 

The Board concurs in the suggestions of William E. Isaeff, Esq., 
Deputy Attorney General, made at the hearing on February 14, 1977 and as 
set forth in his letter to you of February 24, 1977; that Sec. 1 of SB 190 
be amended to cover gross malpractice, malpractice, professional 
incompetency and unprofessional conduct, rather than the simple term 
11 malpractice ", as it now appears in said section. 

The Board also concurs in Mr. Isaeff' s suggestion that the figure 
"$2, 000. 00 11 in Sec. 2 of SB 190 be amended to read 11$5, 000. 00'' or even 
higher if the Committee deems that appropriate. 

Further, Sec. 3(2) provides that the Commissioner shall report each 
claim to the Board of Medical Examiners. This would appear premature 
if every claim made under a policy of insurance had to be reported to the 
Board prior to any settlement, award or judgment. It would appear 
premature to have every claim forwarded with all of the excessive paper 
work involved and a more workable approach would be to have only those 
claims forwarded upon which a settlement or award was made or a judgment 
rendered. 

RE: SB 188 

The Board concurs in the suggestion of William E. Isaeff, Deputy 
Attorney General~ as detailed in his letter to you of February 24, 1977, 
that SB 188 not be approved because it would work to the detriment of the 
public and would cause a serious handicap to the Office of the Attorney 
General and to the Board of Medical Examiners in proceeding with hearings 
involving allegations of gross malpracticef malpractice, professional 
incompetency and unprofessional conduct. 

RE: SB 185 and Sec. 1 of SB 190 

The Board concurs in Mr. Isaeff's suggestion that both of these 
statutes be effective on passage and approval. 
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The Honorable Melvin Close, Jr. 
February 28, 1977 
Page Three 

The Board will appreciate consideration by the Joint Committees 
of the above recommendations. 

BR/mm 

Bryce Rhodes 
Legal Counsel 

613 



' 

i 

t 

EXHIBIT F 

1~£:'.•-A:DA LICET-:S ,:;n Fi.lACT ICh.L l,UitSES ASS0CIA1'1CW 

member of 

KATIOJ\AL F:SJ)BTL:.T:'.Ol{ CF LIC1~: 0 SED. FP..ACTICAL 1'TUHS:CS, INC· 

Karch 2,. 1977 

Re: S. B. 185 
s. B. 187 

Conuni ttees on Judiciary A. B. 268 

A. B. 221 

1,:.r Chairman &:. 

1.::embers of the Committees 

I am Ellen Pope. Licensed Practical Nurse. I live at 1298 Lovelock 

Fighy;2y., Fallon, Nv. I am Chairm2n of the Legislative Committee of the 

]'fevada LI;N Association. 

I have contacted members of my Association concerning bills in the 

1/alpractice package. We are concerned about the omission of the LFN 

in the defination of "Provider of Heal th Caren and feel th0.t the LP4 

should be included. At this time S. B. 185; S. B. 187 and A. B'. 268 

include 1tregistered nurse'l 

Tbe LBJ today doss proviCe lJlf;...ny services of heal th care;· Be or she 

c2..n be found in the emergency rooms across the state. We administer 

drugs-- we are in mperating rooms- recovery rooms. In the newborn 

nursery- \Vi th the labor patient. 't7e are change nurses in the ext­

ended ca:ce facilities . .Public he2.l th JYurses, School :Nurses E'0 nd many 

more 8.reas of acute c2.re. \7e sre licensed under the same 2ct as the 

rer;istered nurse. Chapter 632 of Nevc:da Revised Statutes. 

In the bill A B 221 the lang1.1a£,e does not include even register nurse. 

It just s2.ys nurses and their or ::;ome per·sons vvho do call themselves 

nurses who are not gradu2.tes of accrediated schools and are not lic­

sened in the state of Nev2.da. Yfe :eeel that this n:ust be chsnged to 

protect the patient. 

The use of the term ulicensed nurse 1r would include both levels of 

nursing but would protect the ps.tient in as much as a nurse must be 

licensed and the bounderies of his or her actions are clee.rly defined 

in the rules and re2u.latj ems of the Kevada Stc::.tutes. 

/4/_&_~ ~--AL_/4~ 
Ellen Pope LPN ' 
Registrdtion # 77-380 614 
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NK"v ADA LICENSE]) lRACTICAL J;UriS~~~s h.SSOCIA1'ION 

member of 

NATION.Al, F'EDERATlOK GF' LICEHS:SD :i=R;,.C1·ICAL l~URS:SS, INC. 

lfarch 2, 1977 

S. B~ 185 Fage 1 Sectio~ 3 line 7 add: 

Licensed Practical Furse or change 

"Registered nurse 0 -':;o Licensed Nurse 

S. B~ 187 Page 1 Section 2 subsection 2 line 10 add: 

Licensed Practichl Furse or change 

nRegistered Rurserr to Licensed }furse 

A. B. 268 Page 2 Section 6 line 36 add: 

Licensed Practicc:.l N'u.rse or change 

nRegister·ed Nurse" to Licensed Nurse 

A. n. 221 Page 1 Section 2 subsection 2 line 10 

change 11Nu..rsen to Licensed Nurse 
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STATE OF NEVADA EXHIBIT G 

LEGISLATIVE COUNSEL BUREAU 

LEGISLATIVE COMMISSION (702) 88S-S621 
JAMES I. GIBSON, Senator, Chairman 

Arthur J. Palmer, Director, Secretary 

LEGISLATIVE BUILDING 

CAPITOL COM,.LDC 

CARSON CITY, NEVADA 89710 

INTERIM FINANCE COMMITIEE (702) 885-5640 
DONALD R. MELLO, Assemblyman, Chainnan 

Ronald W. Sparks, Senate Fiscal Analy1/ 
John F. Dolan, Assembly Fiscal A11aly1t 

ARTHUR J. PALMER, Dlnctor 
(702) 8U-S627 

FRANK W. DAYKIN, Legislative Cowt#l (702) 1185-'627 
EARL T. OLIVER, Leg/slatlw Audi/or (702) 88'-5620 
ANDREW P. GROSE, Research Dlnctor (702) ~5637 

March 3, 1977 

M E M O R A N D U M 

TO: Assembly Committee on Judiciary 

FROM: Andrew P. Grose, Research Director 

SUBJECT: A.B. 265 

.At the March 2, 1977 Joint Hearing, Fred Hillerby of the Nevada 
Hospital Association voiced what could be characterized as 
lukewarm opposition to mandated risk management. 

The subcommittee was not unaware of the standards and procedures, 
designed to minimize accidents and poor practices, in use in 
Nevada hospitals. It felt these efforts were commendable and 
to be encouraged. The subcommittee also felt that the concept 
of risk management or loss reduction as it is known to the 
insurance industry goes beyond what now goes on. Dr. Rottman 
concurs in this feeling and, as I suggested to you, he would 
be happy to explain what risk management entails. 

To give you an idea of some of the things on which the subcom­
mittee based the A.B. 265 recommendation, we have attached four 
items. 

1. ABA Interim Report, Sept. 1976, recommendation area 3. In 
particular, see the second and third items of the second 
page. 

2. Report to the 1976 Florida legislature of the Medical 
Liability Insurance Commission. Based upon experience in 
hospitals with 300 or more beds, the commission recommended 
extending mandated risk management to all hospitals. 
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A.B. 265 
Page 2 

3. HEW Report of the Secretary's Commission on Medical 
Malpractice, 1973. See especially the recommendation in 
the upper right of page 63. This report is 4 years old 
but little has been done voluntarily to develop hospital 
risk management. 

4. The Florida law. Note the greater detail and broader man­
date compared to A.B. 265 which was designed to allow 
flexibility. 

APG/jd 
Encl. 
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3. Prevention 
One certainty is that reduction in the frequency and sever­

ity of medical incidents3 which might lead to olaims is of great 
importance, not o_nly to patients, whose welfare comes first, 
but also to providers and insurers. Since more than 80 percent 
of all malpractice claims are based on incidents which take 
place in hospitals,4 it is obvious that priority should be given 
to fixing and maintaining higher standards of care in hospitals. 

The Commission is aware of the quality assurance pro­
grams of the Joint Commission on Accreditation of Hospitals 
(JCAH) and of the developing Professional Standards Re­
view Organizations under 1972 amendments to the Social Se­
curity Act. Promising programs in several individual hospitals 
and a few hospital associations have also been called to the 
Commission's attention as exemplifying enlightened and pro­
gressive approaches to the problem . The American Hospital 
Association (AHA) has also made materials and staff time 
available to the Commission to describe various programs it 
has undertaken or is aware of. 

Nonetheless, an enormous further effort will be required 
if the number of compensable incidents is to be reduced sig­
nificantly. That effort will require additional development of 

. quality assurance methodologies, ·identification of promising 
work in individual hospitals and consideration of the role of 
insurance funding and mechanisms in prevention. It will also 
require cooperative efforts by medical, legal and hospital ad­
ministration elements. The Commission has neither the incli­
nation nor the capacity to tell hospitals how they should be run, 
but it does urge that a major, national-level cooperative effort 
-perhaps under the leadership of the AHA-be mounted to 
provide expertise and technical assistance in prevention mat­
ters to hospital administrators and others. 

During the next year, the Commission intends to inform 
itself in greater detail on prevention-related matters. With the 

3. As used in this Report, a "medical incident" is a mistake by a health 
care provider whil.:h injures a patient. The incident may or may not have in­
volved negligent care. 

4. The AIA study indicates that 81.4% of all claims (whether against a 
physician or the hospital) rel ate to incidents occurring in a hospital. The com­
parable statistic in the NAIC study is 80%. 
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help of staff and consultants, it ~ill explore the following ques-
tions: · 

What insurance mechanisms will reinforce appro­
priate prevention activities by individual hospitals? 
Several persons have recommended that a hospital be made 
exclusively responsible for all negligent acts of omissions which 
occur in the hospital or are hospital-related. Proponents argue 
that focusing liability on the hospital for the negligence of phy­
sicians with staff privileges, as well as employees, will encour­
age more effective prevention activities. The proposal (gener­
ally referred to as "channeling"), together with suggestions as 
to the more flexible use of substantial deductibles and sur­
charges and new ways to utilize experience and retrospective 
rating plans, may be the subject of a major staff effort during 
the next year. This effort will depend in part on the findings of 
consultants from the Insurance Department of the Wharton 
School who are attempting of ascertain the extent to which 
premium increases in fact operate as incentives for improved 
prevention programs in the light of the high percentage of a 
hospital's operating costs which are reimbursed by third party 
payers. 

Which hospitals and/ or hospital associations have 
the most effective prevention programs and why? The 
Commission, in conjunction with the AHA, insurance com­
panies and others, hopes to identify hospitals with superior 
prevention programs and analyze them-perhaps with the aid 
of expert consultants-and help publicize such efforts. With 
this knowledge as a basis, the Commission will hold discus­
sions with the JCAH, AHA and other appropriate organiza­
tions to see if they might be willing to ferret out, on a much 
more extensive basis, successful prevention programs and to 
publicize these efforts broadly. 

What reporting of incidents or injuries should 
take place within the hospital, and to organizations and 
agencies outside the hospital? What statutory support 
and protections are indicated? There is a need for each 
state to review the case law and statutory context within which 
the reporting of medical incidents or injuries takes place. While 
there has been less focus on prevention than on tort law 
changes in recent legislative sessions, more attention is now 

• 

being given to prevention, including the statutory context,5 

and the Commission intends to work with appropriate organ- ' 
izations to develop recommendations in this area. 

4. Medical o;scipline 
Although there is no necessary relationship between con­

duct which renders a physician liable for medical discipline 
and that which makes a physician liable to a patient for medi­
cal malpractice, improved medical disciplinary procedures and 
improved programs to retain, rehabilitate or eliminate from 
practice physicians who are grossly incompetent or unprofes­
sional should help prevent malpractice. Through its Preven­
tion Committee, the Commission has studied many of the prob­
fems inherent in developing effective disciplinary structures 
and programs and has reviewed comprehensive efforts by sev­
eral states (notably Michigan) to address the problem legisla­
tively. This research indicates that there are a myriad of issues 
and deficiencies, ranging from the lack of a comprehensive 
definition of misconduct in the enabling legislation of the state 
licensure board, to an overlapping and uncoordinated series of 
agencies, hospitals and medical societies, which all have some 
disciplinary authority. Moreover, proceedings of a medical 
disciplinary board are frequently challenged, often successfully, 
by the accused physician. 

The Commission has reached agreement that the proceed­
ings of a medical disciplinary board should be confidential, and 
that participants should be absolutely immune from civil lia­
bility for participating in the work of such a board (see Reso­
lutions, supra, pages 3-4; Report, infra, Appendix D, pages 
46-4 7) . [Note: The Commission's recommendations in this 
regard were approved by the House of Delegates on August 
10, 1976.] 

Since committees of the American Medical Association 
and the National Conference of Commissioners on Uniform 

?· Arizona and Oregon have enacted legislation requiring health care 
providers to report to the state board of medical examiners any information 
appearing to show that a doctor is or may be medically incompetent. This in­
cludes the reporting of incidents which have not yet become the subject of 
malpractice claims. 
. Flori?a has enacted legislation requiring every hospital to establish an 
internal nsk management program, one component of which is an incident 
reporting system . 
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COMMISSION RECOMMENDATIONS 

The following items have been recommended by the Study 

Commission for consideration by the Governor and Legislature: 

1. Extend the Life of the Medical Liability 

Insurance Study Commission. 

Our first recommendation is that the life 

of the Commission be extended until 

January 1, 1977, and that the Legislature 

be requested to appropriate funds for the 

use of this Commission beyond the fiscal 

year 1975-76. 

2. Internal Risk Management in All Hospitals. 

Every survey available to the Commission 

demonstrated that as many as 80% of all 

malpractice claims originate in hospitals. 

The Commission recommends that Section 

395.18, Florida Statutes, requiring an 

internal risk management program for 

hospitals having in excess of 300 beds 

be amended to include all hospitals of 

all sizes, ambulatory surgical centers 

as defined in Section 381.493(3)(j), 

Chapter 75-167, Laws of Florida, Health 

-7-
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Maintenance Organizations and other areas 

of in-house patient care, such as nursing 

homes and convalescent centers. For 

these purposes, we recommend that risk 

management be defined as: 

"The identification, analysis 

and evaluation of risks and 

the selection of the most 

advantageous method of 

treating it." 

Modification of Patient's Compensation Fund. 

A modification of the Patient's Compensation 

Fund, to provide for cost of corrective and 

rehabilitative procedures, and other out-of­

pocket costs necessary in connection with a 

patient's care in-hospital medically related 

incidents. The outline of this proposed 

coverage follows: 

(a) It be funded by an admission 

fee charged to each person admitted to 

a hospital. Attachment A to this report 

indicates that a reasonable admission fee 

would be adequate to fund the coverage 

contemplated herein. 

-8-
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I. investigation and analysis of the frequency 
and causes of the general categories and 
specific types of adverse incidents causing 
injuries to patients; 

2. development of appropriate measures to 
minimize the risk of injuries and adverse 
incidents to patients through the coopera­
tive efforts of all persons. 

Safety programs are not without precedent. 
Industrial safety programs have been with us for a 
long time. The safety programs which were de­
veloped by the aviation industry, the space pro­
gram, and the Atomie Energy Commission all 
involved many people with various skills who were 
functioning in environments where more was un­
known than known and where the risks to life and 
limb were great. Many of the methods developed 
by these safety programs for identifying persons, 
situations, procedures, and equipment which are 
likely to give rise to injury could be utilized in 
developing the type of patient-safety and injury­
prevention programs we believe are so necessary. 

Institutional Quality 
Control Systems 

Hospitals presently have many quality control 
systems, such as incident reporting systems, tissue, 
medical audit, and infection committees. The 
standards for accreditation developed by the Joint 
Commission on Accreditation of Hospitals cbntain 
many references to safety, but these references 
tend to be limited to physical requirements, such 
as grounding of electrical equipment in areas where 
anesthesia is administered or lead shielding in 
radiological service areas. 

Sophisticated medical-injury-prevention and 
patient-safety programs require unified direction. 
A viable injury-prevention program cannot be the 
"other benefits" of quality control systems that 
already exist. And the systems in effect must not 
be allowed to stagnate. 

The Commission RECOMMENDS that institu­
tional quality control mechanisms of all types be 
constantly evaluated and, where proven desir­
able, modified so that the information they 
generate can be fed into a nationwide inform a-

MEDICAL MALPRACTICE 

tion system and into continuing education pro­
grams. 

Loss Prevention 

The insurance industry is in a unique position to 
support the injury-prevention activities of health­
care providers through its loss-prevention efforts. 
To the insurance industry, loss prevention means 
taking action to bring about a reduction in the 
number of injuries that may lead to malpractice 
claims, thus holding down the total cost of claims 
and, therefore, of premiums. 

Leading carriers carry on extensive hospital 
loss-prevention programs, and periodically conduct 
safety inspections of the institutions they insure. 
They provide speakers and loss-prevention material 
to hospitals on request. One company has pro­
duced 41 motion pictures on patient safety. Most 
companies do not engage in significant loss­
prevention programs aimed at the individual prac. 
titioner. The following programs illustrate what 
can be done in this area: 

• One carrier, which concentrates on cover­
age for the physician who cannot purchase 
insurance through normal channels recently 
distributed to individual subscribers a com­
pilation of 381 claims that were closed 
between March 1958 and November 1972. 
The claims were broken down into types of 
occurrences, and specific recommendations 
for avoiding such incidents were given. 

• An insurer who writes group plans for state 
medical societies distributes pamphlets and 
brochures, based on needs as reflected by 
incident reports. These publications advise 
doctors on ways of preventing individual in­
juries and types of incidents that can result in 
malpractice claims. 

Several years ago, California health-care provider 
organizations and the insurance industry cooper­
ated in sponsoring a series of meetings throughout 
the state on prevention of patient injuries and 
improvement of care. These meetings, known as 
The California Invitational, concentrated on ways 
of preventing patient suicides, on ways to reduce 
anesthesia injuries, on ways of handling surgical 
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cardiac arrest and emergency cardiac arrest, on 
ays to combat hospital infections, on ways to 
duce maternal and neonatal injuries and infec­
ons, and on ways to reduce injuries from injec­

tions. 
Physicians and nurses, hospital administrators 

and insurance company representatives partici­
pated in these meeting&., and the general consensus 
was that The California Invitational was successful, 
not only in its stated aim of reducing patient 
injuries, but also in improving communication 
between the various health-care disciplines who 
participated. 

The Commission believes that carriers should 
initiate loss-prevention programs not only for 
institutions but also for individual physicians. We 
do not suggest that insurers should limit themselves 
to the above examples; experimentation should be 
encouraged. 

' 
The Commission FINDS that where genuine 

cooperation and support of insurance company 
loss-prevention programs can be achieved, a 
meaningful reduction in patient injuries can also 
be achieved. 

The Commission FINDS that loss-prevention 
activities generally are limited to group plans. 
For the most part activities aimed toward the 
individual practitioner have been minimal. There 
is a need for intensified loss-prevention efforts 
on the part of the medical malpractice insurance, 
industry working with health-care providers and 
the consumer community. 

The Commission RECOMMENDS that the 
medical malpractice insurance industry develop 
sophisticated loss-prevention programs based on 
both injury and claims-prevention techniques. 
This development will require the active partici­
pation of the provider and consumer communi­
ties. 

At the present time, some carriers do not 
allocate a specific portion of the malpractice 
insurance premium dollar to loss-prevention pro-

l
ms. The Commission believes that part of that 
mium dollar should be set aside specifically for 
titutional programs. Health-care providers 

should be kept informed of that amount and 

63 

should be encouraged to cooperate with the 
carriers in developing and carrying out these 
programs. 

The Commission RECOMMENDS that a por­
tion of the premium dollar for institutional 
medical malpractice insurance he specifically 
identified and allocated towards loss prevention. 
Health-care providers should implement and 
monitor the loss-prevention programs developed 
in cooperation with their insurance carriers. 

In addition, we believe that carriers should be 
encouraged regularly to analyze claims against 
institutions and to make this data available to their 
subscribers. The Commission understands that this 
would be an additional expense to the industry, 
but we believe that over the long run the industry, 
the providers and the general public would all 
benefit. It is our belief as a Commission that the 
insurance industry has an obligation to help edu­
cate the providers-including ancillary personnel, 
such as electricians, orderlies, custodial staff-in 
patient-safety and injury-prevention programs. 
Summaries of incidents would alert hospital per­
sonnel to the types of things that are happening so 
that they can take measures to prevent them .from 
occurring in the future. 

The Commission RECOMMENDS that medi­
cal malpractice carriers provide analyses of 
incidents to institutional health-care providers in 
order to aid the institution's injury prevention 
programs. 

A Nationwide Data Gathering 
and Information System 

Commission studies indicate that there are par­
ticular patterns, situations and locations which give 
rise to claims. Assuming that medical injuries occur 
in a similar pattern, continuous monitoring and 
analysis of the locations within hospitals, the 
procedures, times of occurrence, etc., in which 
incidents which give rise to claims occur could 
provide much of the information needed to de­
velop and operate sophisticated injury-prevention 
programs. 

The individual claims experience of a single 
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s. 768.31 1976 SUPPLEMENT TO FLORIDA STATUTES 1975 8. 768.42 

contribution upon a judgment or settlement therein. 

768.40 

768.41 
768.42 

768.43 

768.44 

768.45 

768.46 

768.47 

768.48 
768.49 
768.50 
768.51 

768.52 
768.53 

768.54 

768.55 

PART II 

MEDICAL MALPRACTICE 
AND RELATED MATTERS 

Medical review committee, immunity from 
liability. (Transferred) 

Internal risk management program. 
Medical incident committee; reports, 

screening, criteria, etc. (New) 
Actions by medical incident committee; 

findings of negligence; assessment of 
compensation, etc. (New) 

Medical liability mediation panels; mem­
bership; hearings. 

Medical negligence; standards of recovery, 
etc. (New) 

Florida Medical Consent Law. {Trans­
ferred) 

Civil medical malpractice actions; proce­
dures; admissibility of evidence. (Trans­
ferred) 

Itemized verdict. (New) 
Remittitur and additur. (New) 
Collateral sources of indemnity. (New) 
Alternative methods of payment of dam-

age awards. (New) 
Medical malpractice insurance; purchase. 
Insurance risk apportionment plan as to 

health care providers. 
Limitation of liability and patient's com­

pensation fund. 
Report by insurers of medical malpractice 

claims and actions required. {Trans­
ferred) 

768.40 Medical review committee, immunity 
from liability.{Transferred from s. 768.131 by Re­
viser. See s. 768.131, F. S. 1975, for text.] 

1768.41 Internal risk management pro­
gram.-

and employees of the health care facility to report 
injuries and adverse incidents to the hospital risk 
manager; and 

(e) The development and implementation of a 
program designed to provide compensation to cer­
tain persons who are determined to have sustained 
a compensable injury, pursuant to the provisions of 
s. 768.42; the programs required by this subsection 
shall be commenced in hospitals upon the effective 
date of this act, but shall not be required in other 
health care facilities until one year after the effec· 
tive date of this act. 

As used in this section, "ambulatory surgical center' 
means a facility the primary purpose of which is tc, 
provide elective surgical care, and in which the pa­
tient is admitted to and discharged from said facility 
within the same working day, and which is not part 
of the hospital. However, a facility existing for the 
primary purpose of performing terminations of preg 
nancy, or an office maintained by a physician 01 

dentist for the practice of medicine, shall not be con 
strued to be an ambulatory surgical center. 

(2) The risk management program shall be thf 
responsibility of the governing board of the healtl­
care facility. When practical, two or more healtr 
care facilities may combine their risk managemen' 
activities. Regardless of the method selected to carr: 
out the program, one or more individuals shall bt 
designated "risk manager" for the purposes of thl 
part. / 

(3) In addition to the programs mandated by thi _ 
act, other innovative approaches intended to reduc. ( 1 
the frequency and severity of medical malpractic; 
and patient injury claims shall be encouraged anc 
their implementation and operation facilitated 
Such additional approaches may include extendini 
risk management programs to health care providen; 
offices and the assuming of provider liability by , 
health care facility for acts or omissions occu~ 
within the facility. 

HiMory.-<1. 3. ch. 76-9; •· 3, ch. 76-168; •· 2. ch. 76-260. ~~-=i!':::.!"; ~~i.' ch. 76-168, effective July 1, 1982. 

(1) Every hospital licensed pursuant to ch. 395, 
ambulatory surgical center as defined in paragraph 1768.42 Medical incident committee; reports 
(d), health maintenance organization certificated screening, criteria, etc.-
under part II of chapter 641, or other facility provid- (1) In order to implement the requirements of 1 

ing in-house patient care, including, but not limited 768.41(1)(0, each health care facility shall obtain ir 
to, nursing homes licensed under chapter 400 and surance coverage, shall adequately self-insure, o 
other similar facilities, shall, as a part of its adminis- shall show financial responsibility by any othe 
trative functions, establish an internal risk manage- means, set forth by rule or otherwise approved. b 
ment program which shall include the following the Department of Insurance, which is in keepm 
components: with the intent of this section, for purposes of con· 

(a) The investigation and analysis of the frequen- pensating certain patient injuries as provided hen 
cy and causes of general categories and specific types in. 
of adverse incidents causing injury to patients; (2)(a) The Department of Insurance shall pf( 

(b) The development of appropriate measures to mulgate rules and regulations to implement the l"1 
minimize the risk of injuries and adverse incidents quirements of this act and carry out its purpose 
to patients through the cooperative efforts of all per- including rules providing for an annual audit ofth 
sonnel; procedures at every hospital licensed under chapt<-

(c) The analysis of patient grievances which re- 395. The audit shall cover both the financial aspect 
late to patient care and the quality of medical ser- of the compensation system, as provided in this ac 
vices; and the management of the medical incident repor­

(d) The development and implementation of an ing and risk management system. 
incident reporting system based upon the affirma- (b) The Department ofHealth and Rehabilitativ 
tive duty of all health care providers and all agents Services shall contract with a public or private ent 
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EXHIBIT H 

Submitted by: Dr. William Stephan 
To: Joint Hearing on Medical Malpractice 
Source: AMA's States Report on The Proffessional Liability Issue 

dated 10/76. 

LAWS IN FORCE 1975-1976 

Periodic 
Payments 

Alabama 
Alaska 
California 
Delaware 
Florida 
Illinois 
Kansas 
New Mexico 
New York*** 
Washington 
Wisconsin 

Statute of 
Limitations 

Alabama 
Arizona 
California 
Colorado 
Delaware 
Florida 
Georgia 
Hawaii 
Idaho 
Indiana 
Iowa 
Kansas 
Louisiana 
Massachusetts 
Michigan 
Mississippi 
Missouri 
Nebraska 
New Jersey 
New Mexico 
New York 
North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
Tennessee 
Texas 
Utah 
Washington 
Wyoming 

* 
** 
*** 

Survived the Supreme Court 
Killed by the Supreme Court 
Itemized awards 

Collateral 
Sources 

Arizona 
Florida 
Idaho 
Illinois 
Iowa 
Kansas 
Nebraska 
New Jersey 
New York 
Ohio 
Pennsylvania 
Rhode Island 
Washington 

Limits on 
Awards 

Calif. (pain & suf) 
Idaho* 
(Illinois)** 
Indiana 
Louisiana 
New Mexico 
Ohio (pain & suf) 
Oregon 
South Dakota 
Virginia 
Wisconsin 

WILLIAM K. STEPHAN, M.D. 
OIPLOMATE, AMERICAN BOARD OP' ANESTHESIOLOGY 

FCLLOW. AME:RICAN COLLEGE OP" CHEST PHYSJCIANS 

TELEPHONE 

73!5-3200 

3196 MARYLAND PARKWAY 

SUITE 406 

LAS VEGAS, NEVADA 
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DC'c.r I,ir. G::iJ ;:iiz: EXHIBIT I 

This office will provide medical information ·when the appropriate medical authori­
zation, signed by the patient, is sent to us~ We wjll send copies of medkal records 
to your office at the fixed rate of ten ($JO. 00) dollars per page. 

However. if additional time is required by the physician to summarize. or further 
e1aborate on the medfral information available in the patient's medical record, the 
charge of physician's time will be a minimum of two hundre? fifty ($250.00) dollars. 

Please advise if the copies of this patient's pertinent medical record will suffice for 
your purposes. 

Full payment for the above information must be received in advance. If medical 
records are copied only, your office will be notified of the number of pages, 1otal 
charges, and when they will be ready. 

Yours truly, 
.. 

. --:-- - •-· :-. . - - - . - . -

-:- ·= ~--: __ -. ·_-- -__ -.:.._ ___ ·•'-- -- -- - -____ .,. __ - -
. '-.• -- - - --4- - -
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