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ealth Care Legislation: A Cautionary Tale of

nintended Consequences
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he consequences of perturbing
arge, complex socioeconomic sys-
ems are not readily predictable. Cur-
ently, Congress and the Obama Ad-
inistration are engaged in making

ecisions that affect the nation’s
ealth care system, which encom-
asses one-sixth of the entire US
conomy. As the nation hurtles for-
ard, dodging toward and away from
ealth reform, it is interesting to look
ack at prior health reform efforts for

essons learnedandtouse those insights
o also look forward in time to try to
redict areas that may be at risk.

Looking back, 5 major pieces of
egislation and regulation come to

ind: the original Medicare legisla-
ion, the “Stark” anti-self-referral
aws, the Medicare Modernization
ct of 1997, the Deficit Reduction
ct of 2005, and the enactment of

he diagnosis-related group (DRG)
ystem in 1983. Each of these had
emarkable unintended outcomes.

Medicare was never envisioned
o become as large as it is now and
ertainly was never projected to be-
ome one of the largest components of
he federal budget, threatening the na-
ion with future bankruptcy if not
omehow put in check. One such at-
empt, the Medicare Modernization
ct, included the now infamous “sus-

ainable growth rate” formula, which
ailed in its intended purpose from al-
ost day one and now tortures provid-

rs and members of Congress on an
nnual basis. Its provisions are a
word of Damocles hanging over the
ealth system, undermining the mo-
ale of physicians and making them
ynical toward the legislative process.

The Stark laws were intended to
revent abuses of self-referral but
ave instead been used to create an
ndustry of self-referring physicians m
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hat in many ways has spoiled the
ame for ethical providers by in-
reasing the costs of imaging to un-
ustainable levels that are attracting
ntervention. The Stark laws have
ronically created safe harbors for
elf-referral abuse.

The DRA’s imaging provisions
ere touted as having a savings po-

ential of $2.8 billion over 5 years
ut actually resulted in cuts of $1.8
illion in its first year, causing a
ubstantial and disruptive decline
n imaging equipment sales.

In some respects, the implemen-
ation of DRGs by Medicare is the
ost interesting story of all and

robably the least recognized for its
ischief. The idea behind the DRG

oncept was to shift from hospital-
y-hospital cost reimbursement to
tandardized fixed payments for in-
atient care. No one today ques-
ions the DRG system.

Under the pre-DRG cost reim-
ursement system, a substantial por-
ion of the costs of hospital-based
ducational programs, such as schools
f nursing and schools of radio-
ogic technology, could be recov-
red from Medicare. After the
RG system was implemented,

hese costs could no longer be
assed through to Medicare on the
ospital cost report. These educa-
ional costs suddenly represented
osts that came directly off the fi-
ancial bottom line of the hospital.
s a consequence, many hospitals

hat had run schools of nursing and
adiologic technology shed these pro-
rams to reduce costs and improve
heir financial operating margins.

When I arrived at the Massachu-
etts General Hospital in 1988, I
earned that the institution had ter-
inated its radiologic technology t
raining program 2 years before in a
ost-cutting move. The hospital
ould no longer obtain reimburse-
ent for the associated costs after the

mplementation of DRGs. Other
ospitals in the Boston region had
one likewise. Technologist short-
ges rapidly developed. Massachu-
etts General Hospital’s Department
f Radiology experienced a 10% to
5% technologist vacancy rate in
988. Similar shortages pertained for
ursing both at the institution and
ithin the region.
Massachusetts General Hospital

nd other regional institutions be-
an competing with one another
or an inadequate manpower pool
n nursing and in many allied
ealth categories, perpetually driving
p costs of care by raising salaries in the
utile attempt to get ahead of the mar-
et. No one had predicted any of this, a
ruly unintended consequences of im-
lementing DRGs.

It is doubtful whether anyone
nows if the nation saved or lost
oney by implementing DRGs,

ut clearly there have been substan-
ial structural increases in labor
osts built into the health system
ecause of how hospitals responded
o the DRG system. Hospitals have
een lobbying ever since for increased
eimbursement to help cover their in-
reased labor costs.

In keeping with the foregoing
bservations, there are many issues
ouched on in the current health
eform deliberations that have the
otential for similar unintended
onsequences. For radiology, these
nclude, among others, the attrac-
iveness of radiology to future train-
es, the attractiveness of the radiol-
gy market to commercial vendors,

he venues in which radiology will be
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racticed, the structure of radiology
ractices themselves and the way cov-
rage policies for imaging services will
e determined in the future.

The uncertainties caused by health
eform initiatives in the mid-1990s
aused a dramatic shift in the pop-
larity of radiology as a career path-
ay. The job market tightened.
ew graduates of residencies found

obs but not always as attractive as
nticipated. The word spread rap-
dly among medical students, and
adiology experienced a cool-down
n the number and quality of resi-
ent applicants. A similar environ-
ent exists again today, with cur-

ent graduates scrambling for jobs.
his is of concern because one of

he things that has truly fueled the
ise of radiology over the past 20
ears has been the quality of people
ntering the field. Any counterforce
o that resulting from health reform
ill have lasting negative effects.
Radiology has benefitted from

aving some of the leading compa-
ies in the world as major commer-
ial vendors and partners to the
pecialty. These companies are re-
ponsible for bringing new imaging
ethods to market and making the

enefits of creative new methods
vailable to the public. If reimburse-
ent for imaging is curtailed, especially

or the technical component, the mar-
et for imaging equipment will de-
rease. This linkage is well established.
he impactof the reductions in techni-

al component reimbursement from
he Deficit Reduction Act were dra-
atic and led to equally dramatic neg-

tive changes in equipment sales.
Without robust sales, companies

ill not have the resources or the
nterest to continue investing in
ew equipment to the same extent
s in the past. This in turn will slow

rogress in radiology at a time b

2114-2620; e-mail: jthrall@partners.org.
hen imaging is truly transforming
he way medicine is practiced. By
eeking to reduce costs, policymak-
rs may unintentionally slow medical
rogress to the detriment of quality
nd safety. For example, develop-
ents in CT offer the promise of
arkedly lower radiation exposures.
ill the finances of the health system

upport this development?
The assault on the technical com-

onent of imaging services may also
ave a profound effect on how and
here radiologists practice. This
ay be of little interest outside the

eld but is critical for the specialty.
he bedrock of radiology through

he years has been the hundreds of
ndependent groups of radiologists
ho practice in both hospital and
onhospital venues. Current trends

n Medicare reimbursement favor
ospitals over imaging centers for no
pparent benefit to the health system.
arried to its extreme, imaging cen-

ers will be less viable, and it will push
maging services back into hospitals,
ith obvious negative consequences

or patient access, patient conve-
ience, and the viability of free-
tanding radiology practices.

One of the policy issues in the
ealth reform debate has been the
edefinition of the roles of various
dvisory groups, such as the Medi-
are Payment Advisory Commis-
ion and the US Preventive Services
ask Force (USPSTF). Right now,

hese groups are not in an official
olicymaking role but develop re-
orts and provide opinions that oth-
rs may or may not choose to use in
olicymaking and law making.

The recent report of the USPSTF
n mammographic screening illus-
rates the potential risks of giving
ecision-making authority to a
roup working in isolation and

eyond oversight authority. The h
SPSTF, a group of people with-
ut any direct expertise in the area
nder consideration, ignored sci-
nce and made a unilateral series of
alue judgments on behalf of the
merican people that were un-

ested in the court of public opin-
on, a sort of scientific equivalent of
ury nullification.

It is clear that on most issues that
ome before the Medicare Pay-
ent Advisory Commission or

he USPSTF, there are two broad
amps that typically have different
oints of view. They might be
alled the “theorists” and the “prac-
itioners.” The theorists are mostly
ealth policy experts who joust
ith one another over ideas or
odels for health system design.
he practitioners tend to be experts

n diseases and conditions who take
are of patients. In the end, it is the
ractitioners who are left to deal
ith patients. It is not surprising

hat they often lean toward earlier
iagnosis and more preemptive
are at the cost of more dollars
pent because they will be the ones
itting with patients who have in-
urable cancers while having the
nowledge that their patients’ fates
ould have been prevented. The
heorists are unburdened by any
uch unpleasant realities. The con-
equences of turning more author-
ty over to people who are not at the
sharp end” of health care delivery
re daunting to contemplate.

By the time this column is pub-
ished, we may know the shape of
ealth reform legislation, but we
ill not know the real consequences
f health reform, if it passes, for years
o come. Let us hope that the inevita-
le unintended consequences of the

egislation can be overcome and dealt
ith in a reasonable manner. This

as not always been the case.
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