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u.s. Commerce Department: $939.9 Billion Health Costs for 1993; 
$1.066 Trillion by 1994: $2.009 Trillion by 1999 

In a Commerce Department report, U.S. Industrial Outlook 
.1..2..21., embargoed not to appear in print unt i 1 Jan. 5, 19 93, the 
gover~~ent estimates that national health expenditures will 
increase to $939.9 billion in 1993, a 12.1% jump from 1992 for yet 
another year of double digit increases in this, the large::: 
ind...:stYy in the United States. 

This astounding figure provides incontrovertible evide~ce ef 
a national health care crisis, and demands political leadershi; to 
c~re this festering wound in our country. 

A RECORD INCREASE IN HEALTH EXPENDITURES 

The estimate of $939.9 billion for 1993 health expe~dit~re:: 
is, to our knm.;ledge, the largest estimate yet made by c.--..: 
gover~~en:a2 age~cy for 1993 health expenditures and is acco~;a~ie~ 
ty re\·ised 1992 figures--$838.5 billion--which are hig:her tha:: t:-:.e 
$8:7 billion the Co~IT>erce department had estimated would be spe::: 
in las: year's report. The report also estimates that outlays fer 
hospital care will increase 12.4% to 363.4 billion in 199~. 
Expenditures fer physicians services will amount to an estimate~ 
Sl75 billion, a~ 11.5% increase over 1992, while spending for 
n~rsi~g homes and horne care will approach $92.5 billion, a 15.E% 
i:1crease. 

In additio:-1, because of the still weakened U.S. economy a::d 
t:he very srr.all projected increase in the Gross Dc:imest ic Prod...:ct 
(GDP) fro~ 1991 to 1992, the percent of the GNP which went for. 
health expenditures was an all-time record in 1992 and "surpassed 
14 percent of the GDP". In other words, one out of every seve:: 
dollars in our economy was spent for health, despite the fact that, 
according to data we made public several weeks ago, 35.4 million 
&~ericans were without health insurance in mid-1991 and the nurr~er 
is, by now, probably 37 million or more. As more and more people 
are unemployed, the ranks of the uninsured will grow even more 
rapidly. 

Other extremely troubling aspects of the Commerce Department 
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report are the projections for increasingly uncontrolled health 
expenditures for the next five years. It states that "Expenditures 
are expected to rise by about 12-15 percent per annum during the 
next five years unless significant changes in the healthcare 
delivery system occur ... This estimate, with a mid-point of 13.5% 
healthcare inflation a year, is clearly larger than the five-year 
projection in last year's report which stated that •expenditures 
on health care are expected •.• to increase at an average annual rate 
of 12 to 13 percent during the next five years... (mid-point of 
12.5%) 

Assuming increases of 13.5% each year, the mid-point of the 
Commerce Department projections for the next five years, we have 
calculated that this would result in 1994 national health 
expenditures of $1.066.8 trillion with projected expenditures of 
$2.009 trillion by 1999. This would mean that in just six years, 
1993-1999, there will be almost a doubling of expenditures with an 
increase of more than $1.06 trillion, an increase which exceeds the 
projected total u.s. health expenditures in 1993 of $939.9 
billion. 

AN EPIDEMIC OF ADMINISTRATIVE WASTE 

Some~~at bu:::-ied in last year's U.S. Indust:::-ial Outlook Re~2:::-: 
was the statement that "Employment has grovm fastest in offices c: 
physicians and surgeons--by 200,000 between 1988 and 1990." Give:: 
that the number of physicians in the U.S. only increased fro:r. 
538,000 in 1988 to 570,000 in 1990, it is likely that most of trois 
increase is in ad..·ninistrati ve personnel, needed to push the me~ a­
tons of paperwork generated by having more than 1000 diffe:::-e:-,: 
private health insurers in this country. Similarly, there we:::-e 
4 0 9, 0 0 C nev; hospital err.ployees added between 19 88 and 19 9 0, rna::)· o: 
who::-r. are also engaged in administrative activities. 

In this year's report, the Commerce Department reveals tha: 
"employrnent in the healthcare industry rose from 7 million in 1988 
to approximately 10 million in 1992." In other words, this avera~e 
9.3 percent annual growth rate, or overall 42.8% in the last fou:::­
years accompanies the increase in the number of people without 
health insurance. Most of these jobs are not for people who are 
actually delivering medical care but are largely administrative 
jobs, producing or delivering paperwork (the numbers do not include 
people employed in the insurance industry itself). The Commerce 
Department goes on to say that UDuring the past decade I the 
industry Is employment growth surpassed that of the rest of the 
private economy--a trend which should continue for the remainder of 
this decade." 

THE CASE FOR A SINGLE PAYER SYSTEM 

As we have stated previously, there would be enormous annual 
ad..~inistrative savings from going to an improved American version 
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of Canada's single payer system--which eliminates the wasteful role 
of the private insurance industry and all of the paperwork it 
foists on hospitals, doctors, nursing homes and the rest of the 
health care system. Estimates of these savings range from $93 
billion a year (GAO estimate) to $140 billion a year (estimate of 
Physicians for a National Health Program). 

A 'MEDICALLY INDIGENT' MIDDLE CLASS 

Whereas in the past, it was mainly the poor who did without 
health care, a dominant concept of this decade is becoming that of 
medical indigence. Millions of middle class people, not 
poor by traditional standards of poverty, are rapidly becoming 
medically indigent as health costs vastly outstrip wage increases. 
In 1991, the latest year for which data are available, there we~e 
over one million more middle class people (incomes of $25,000 to 
$50,000) uninsured than in the previous year with actually fewe~ 
poor !incomes under $25,000} and better-off (incomes over $50,0c:: 
u~ins~red than in 1990. It is a national disgrace about which a 
rich country such as ours should be profoundly eiT~arrassed. 

THE PRESIDENT-ELECT'S RESPONSIBILITY 

President-elect Clinton has given no indication that he will 
offer a health plan with any chance of curing this crisis. In fact, 
he and his adv:..sers have suggested "rr,anaged competition" platitudes 
as their ans·v-:e::- to the crisis, even though these grim Co:r.JJne~ce 
De:t:a::-tme:-.: p::-ed:..ctions are based on the supposition that "Ra;::..:S. 
gro;.;th is seen for ... managed care organizations in the years 
ahead." 

Until and unless we abandon the private insurance industr~y's 
involvement and place caps on what doctors and hospitals charge o::­
spend and thus halt ether out-of-control cost increases, the d re 
predictions of the Com.rnerce Department will come true, dri v ng 
millions more Americans into the ranks of the uninsured. 

# # # 
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Health and Med;ical Services 

Expenditurt!S on h~aftiJcarp (SIC 80} in the Unittd States 
ttf'P ex~cted to rist 12.1 perrent ID $9J9.9 biflion in 199J. 
Rapid growth is s~~n for home health cme, nursing home ca~ 
and jo• managed catT organizations in the ~rs ohead. 
E..xpcnditurcs arc prokctC'd to rise by about 12-JS perrtnt per 
annum during t/r(' IIC..l"f S yC'ars unless significant changes ill 
the hC'aftiJC'arr ddi1·cry system occur. 

B eforc reading this chapter, please see "How to Get 
the Most Our" oi this Book," on page I. That 
section will answer questions you may have con­

cernin~ d&Jtil collect ion procedures,· forecasting methodol­
ogy, and sources and references. For other topics relilted to 
I he hcalthcarc industry, sec chapter 43 (Drugs and Biotech­
nolon). chnptcr 44 (Medical &:~nd Ocnt<~l Instruments iliiU 

Supplic~). :lllc.l ch<lptcr 52 {Insurance). 
The hcalthc:~rc industry consists of public, private and 

non-profit ins! it ut ions. These instil utions are hospitals; 
offices and clinics of medical doctors; nursing homes; 
other spccializecJ healthcare facilities; managed eare con­
sistins of pre-P:Jid plans SUCh as health maintenance Orga. 
niz..1rions (HMOs). preferred provider organi:z.ations (PPOs), 
and independent practice associations (lPAs). 

The nation's healthcare servkes industry currently in· 
eludes thoU$ands of independent medical practices and 
partnerships, as well as public and non-profit institutions, 
and many private corporations. The industry is labor 
intensive, employing approximately JO million people of 
whom more than 600,000 are physicians. America's com· 
plo. healthc.are system relies on some of the most sophis· 
ticated and expensive technology in use by any domestic 
industry. 

Health Out Exptndltures 

Total healthcarc expenditures rose 11.5 percent from 
1991 to 1992, lo reach an estimated $838.5 billion. On a per 
capiLa basis, these expenditures exceed S3, 160. Dy 1992, the 
nation's health and medic:~! care sector outlays surpa~~cd 
14 percent of the Gross Domestic Proclu::t (GOP). This 
amount is substantially higher than what is found in other 
leading industrializ.cd countries. The rate of growth for U.S. 
healthcare Qpenditures continues to surpass GDP growth 
rates. 

The rising costs of health care are attributable to many 
factors, including: 

• The usc or sophisticated and high-priced equipment; 
• Increases in variety and frequency of treatments; 

Trends and Forecasts: Health and Medical Services {SIC 80) 
fin llllotll tJI Oobrs l 

Ptttrnl Cllanoe 

""" 1!187 11118 1189 1110 19'91' 11S2' 1~ 1·7~ 1··89 1189·90 1990-91 19'91-92 19'S2- 93 
J~ ltf,.h [r.pe!'i$1ures ················· $1.2 ~1 1043 m.o 751.8 138 s 13199 10.5 10.7 11.7 ~~~ 11.5 12 1 
te"'~ ~es ~Supples ............•.... .76 9 ~2 583.6 152• 72U 1139 tt•.o 10.3 10.9 11.8 11 7 11.7 12 3 
~HulhCife ........................ 439 3 ce 5309 581.5 -2 7390 Ul.2 u 100 1U 11 6 11.9 12.3 

Hos!Jtt~l ........ 1 .. 2 ~12 0 232. 2Se 1 2186 323.2 363 .• 1.2 1.6 11.1 11.1 12 0 12 4 
~· SenoW·::::::::.::::::::::::::: 130 1(! 1 1161 12U 1•2o 157.1 175.2 13.0 10.5 10.9 10 2 10.6 115 
Ort!Usts · ~.'ices . . . . ... . ................. 27.1 29• 316 341 37.1 ..,_ .. ... 2 1.5 7.5 7.1 .. t.o 95 
Oilier Profes$101111 SeMte.s .............. 211 231 27.1 307 358 C1.7 C7.4 12.1 13.9 133 166 1U 13 7 
Home ltrlfth .............................. C1 •. 5 u 7.6 ... 12.7 16.5 u 2H 35.7 as 21.5 300 
Nan-CUIIble Wedleal Proclucts ........... c:u C63 50.5 IU ID.7 ... 72.1 7.2 1.1 10.1 12 •• ,. 
O.llllll ..... £~1 ............... 11 101 to• t1.7 12.• 13.2 1H 11.0 30 12.5 1.0 1.3 7.5 
Nwrsiii;~Cft 39:7 42.1 C7.7 53.3 5U 17.3 710 7.1 ,_. 11.7 12.2 12.5 13 0 
Olhe! PtiiOIIII ._,;-~i:::::::::::::::: 7.1 1.7 u 11.5 1"-0 17.0 207 11.5 126 17.3 2H 21.7 ~1.1 

ldrrirlllr•IOII 23.0 IU 331 ._, C3.1 46 5>1.3 17.0 2U 15.1 12 9 10 7 11.7 
~ Pldc·-~-·h·~·-·_::·.:·.·.·. IH 166 111 22.0 2•.5 21.3 a.• 13.7 13.1 "" 11.• 7.3 1U 
!St~ ..., Cor151ruc:tl:lt1 ...................... 17.3 IU 207 227 ZJ2 !<IS 251 14.5 u 1.7 1.8 60 53 
~arcto• ......................................... tO 10.3 11.0 1U 1U 13.3 1 •. 1 1U u 1.2 5I 55 60 
Coftstructon!. .............................. u 15 17 101 101 t1.3 11.1 1U 2.1 11.3 -1.1 u 4 5 
'Pr~ *iii ... 'lr!Wt IIIII Ill' lOA 
'EIIwnlle IICJf E ~ 11Wr 1111 ~ lc lOIIIs '*'liSt tJI roun6lllg 
~ ~E us o.atllll!nl tJI ltulll' n Hu,.,.r Serms. Heallh Cart ~"'C 
"Resew. llld OM4op'l~t~r "perdturn d 11ru0 ~ lftd Cllhrl IY'AIIIICiurtrs llld li&tnwt5trllleln ~AL Otate f1l lhe ~lillY. US Oepartmenl or Corrttnrrce . In! tn'IIIIOtli I 
.Mdr•s 0' rnedU' ~"~'len' n Mdes art~ lrorr. "raurc/lll;llll'ldltures.· llul btt ~ tflAl f*"'fes n11Dretasts br nA 
lY lie ~ 1'1 lllf Cptndlture Cln$ 1'1 which lhc prOCIUCI lib 

U.S. Industrial Outlook 1993-Hearth and Medical Services d?-1 



• Innovative, but costly treatment or some illnesses such 
as heart ailments, end stage renal disease, AIDS, and 
cancer; ...... 

• Increased longevity or the population; 
• Labor-intensiveness in the health care industry and the 

high earnings or professional, administrative, and 
technical workers. 

In June 1992, the prospective Payment Assessment Com­
~ission in a report submitted to Congress indicated that 
rom 1985 to 1990, population growth, economywide 
,nation, medical price ihnation, utiliz.ation, and intensity 
.r services wtrc factors that contributed to the sharp rises 
:1 health care costs ("Thble 1 ). 

":ost Factors 

From 1980-90, the share of household personal income 
llocated to healthcare rose from 4 percent to S percent. 
'hi~ figure does not include indirect expcnditurcs such as 
ayroll, income taxes, and other taxes that finance public 
ealth care programs. ln 1991 the estimated healthcare bill 
lf the a\'CTage U.S. famiJ)' was $4,296. Of thiS amount, 
::nera! taxes accounted for 39 percent or the total, out-or­
ocket (consumer) costs were 32 percent, insurance premi­
ms 17 percent, Medicare payroll taxes 9 percent, with 
lcdicare premiums accounting for the balance:, 3 percent. 
Industry source~ csti';;aic that, in 1990, the average 

np!oyer's ~h:m or mec.lic<~l and mc:dicalty-rclated costs per 
np!oyec sur,assec.l S3, I 00. Sharp increases in this amount 
~e citeo as :1 moin reason for thl rise in uninsured people, 
om 33.6 million in 1988 to approximately 37 million by 
~92. 

During the past two decades mony strategies have been 
nplemented by the Federal Government, states, and busi· 
esses, to control cscillating costs. Yet hea!thcarc expcndi­
rrcs h:~vc risen from $74.4 billton in 1970 to $838.5 billion 
' 1992, at an average annual rate of I I .S percent. 
Amons mc:lsures taken thus far to address this situation 

·c the following: 
• strilfcgics to reduce the use or out-of-pocket share or 

payment; 
• programs to restrict choice: or provider; 
• programs limiting providers' selection or services; 
• direct controls over priccs or services; 
• policies encouraging increased competition in health 

insurance markets; 
• regulatory policies. 

rofit Margins 

There is no uniform way or reporting the industry's 
ofitability. Fragmentary information indicates that fewer 
an 13 percent or all hospitals, the dominant group of 
~althcarc providcrs..are profit-making corporations. 
Any analysis or provider services should take into con· 

:leration that most hospitals operating for profit or on a 
>n·profit basis do make a profit. This enables them to 
:ncrate sufficient revenues to buy the latest technology, 
ty competitive sOtlaries, and cover other costs. According 

the Prospective Payment Assessment Commission, 
ofit margins have nuctuated since the mid-1970's, when 

Table 1: Factors Accounting for Growth In 
Healthcare Spending, 1985-1990 

(perttnl dislribvhon) 

Economy· Medoc:IV 
wide pnce price 

Serlbs f'acWhon Wlllion illlaliorl IMzatiol'l' lnlensity' lola! 
illpiiJenl ,................ 127 ... 6 2H -2H 414 100 
~1'11............... 1.0 21.2 11.1 30.6 30 6 100 
~L ............. 1.3 29.2 21 • 3 7 37.4 100 
fPsing ~........ . 10.9 38 • 15 • u 32 7 100 

they were 2 percent. They reached 6 percent in 1984, and 
declined to under 4 percent in 1990. 

Profit information on other health care providers (physi­
cians, dentists, nursing homes, management care organiz.a· 
tions, and health insurance companies) is sparse. Attempts 
to secure better data are impeded by a wave of industrywide 
mergers and buyouts. However, HMOs, which are part or 
managed care organizations, realized after-tax net income 
or more than Sl billion in 1990 and again in 1991. 

Medicare 

Medicare is a Federal program that pays hospitals anu 
other medic::~! providers who care for patients aged 65 years 
and older, for certain disabled people, and most persons 
with encl-stage kidney disease. There arc approximately 34 
million Medicare enrollees, including more than 3 million 
arnicted with disabilities. Total Medicare outlay5 are pro­
jected to rise from $131 billion in 1992 to SI45.S billion in 
1993 representing an II percent increase. · 

Medicare consists of two parts, Hospital Insmance (HI) 
and Supplementary Medical Insurance (SMI). HI is funded 
primarily by Social Security payroll taxes. HI pays for care 
provided by hospitals, skilled nursing facilities, home 
health agencies, and hospices. HI outlays arc likely to reach 
$84.8 billion in 1993, an increase of $7.4 billion over the 
previous year. 

SMI pays for physician services, laboratory services, 
hospital inpatient costs, treatment for end-stage kidney 
disease, and for durable medical equipment. SMI outlays 
are expected to arow from $53.6 billion in 1992 to $60.7 
billion in 1993, a 13.2 percent rise. Enrollees pay about 35 
percent or costs through premiums, but a subsidy from 
acneral revenues finances the bulk or the entire program. 

MediC/lid 

Medicaid is a Federally-supported and state-administered 
assistance program providing medical care for certain 
low-income individuals and families. Medicaid covered 
about 28 million people at a cost of S I 00 billion in 1991. 

Medicaid as .well as Medicare programs are subject to 
periodic changes in Jaws and regulations. All such changes 
may materially increase or decrease payments to hospitals, 
physicians, and other medical providers. As Medicaid and 
Medicare programs have become costlier in recent years, 
the tendency by Congress and state legislatures has been to 
reduce Medicaid and Medicare financing. 
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While Medicaid programs cover a small fraction of the U.S. 
population, many compare it to a national healthcare pro­
gr.lm. Medicaid serves many groups. For poor people with 
Medicare, Meuicaid actually serves as a medigap policy, 
payins coinsurance, dcductibles, and services not covered by 
Meuic:~rc. For all income groups, Medicaid is the ultimate 
p<~ycr for long SliJys in nursing homes or intermediate care 
facilities for the mentally retarded. Long-term care for these 
recipients accounLs for 44 percent or all Medicaid spending. 
Mcdiciliu rrovidcs catastrophic coverage for people who have 
episodes of a variety of problems and have no cash assistance. 
It automatically pays aflcr both family cash reserves and 
priviJtc insurance arc exhausted. 

Nursing Home Care an·d Related Ctzre Homes 

Nursing homes are an integral feature or the American 
hcalthcarc system. They provide medical, social, and resi­
dential services to chronically disabled people over an 
cxtcncJccJ period of time. Because chronic disability in­
crca~cs with age, the elderly arc the primary recipients or 
nursing home care. 

There arc 31 million persons aged 65 and over in the 
United States. An estim<~ted 7 million require continuous 
assistance for routiAC daily functions. In cases where family 
members are absent, an institutional setting becomes es­
sential. Jn addition, many or the chronically disabled 
require intensive medical assistance, and often are served by 
nursing care on an around-the-clock basis. 

Long-term care facilities are of three basic types: (I) 
nursing homes certified by Medicare and Medicaid as 
skilleu nursing care facilities (SNFs); (2) nursing homes 

certified for chronically disabled patients or the mentally 
retarded; and (3) all other facilities that furnish some 
degree of long-term nursing care. 

In 1986, the latest year in which data arc available, there 
were 16,388 nu~ing homes, and 9,258 residential facilities. 
Also there were 734 hospital-based facilities providing nursing 
care services in addition to other forms or treatment. Jn total, 
there were I .8 million beds and J .6 million residents. The 
occ·upancy rate for skilled nursing facilities was 94 percent, 
and for hospital-based facilities it stood at 92 percent. 

Medicare payments to SNFs nuctuatcd from $3.4 billion 
in J 989 to $2.4 billion in J 990 and $2.5 billion in J 991. The 
fluctuation was due to the Medicare Catastrophic Coverage 
Act of 1988. Following its repeal, those payments anu 
services were decreased. State Medicaid programs pro,·ide 
-iS percent of payments and cover more than 60 percent of 
all nursing home patients. Medicare covers Jess th:1n S 
percent of nursing home payments. Future Medic<~id poli­
cies willarcatly innuence access to nursing home services 
ror prospective bencriciaries. 

Homt Het~lth Ctzre Services 

Home healthcare is a method of providing healthcare 
services to disabled people within their homes. There arc 
more than 5 million people in the United Stales who require 
such services. These include physicians' care, part-time or 
intermittent skilled nursing care, physical therapy, and 
speech therapy. Medical supplies and duriJble medical 
equipment used in providing these services are also ele­
ments or this system. 
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In 1990, there wert about J J,OOO home health service 
providers in the United States. More than half, 5,700, were 
Medicare-certified and about I ,780 were provided by hos­
pitals. Home healthcare expenditures rose from "S"r.6 billion 
in 1990 IC' $9.8 billion in 1991, a 28.9 percent increase. 
Since 1980, they grew at average annual rates or approxi­
mately 26 percent. Government financed three-fourths of 
lhe total, while out-of-pocket payments accounted for 
about 12 percent and most or the balance was paid by 
private health insur11nce. 

The number or hoi"At visits by industry professionals to 
the arnicted and/or disabled increased from 16.3 million in 
1980 to more than 17.8 million in 1991. During the same 
period, numbers or pat icnts served more than doubled 
(from 726,000 to an estimated 1.7 million). 

Private Health Insurance 
Health insurance premiums have increased sharply dur­

ing the past years. Insurers h::~vc raised their rates by 8 to 60 
percent, citing escalating healt heart prices, ineffectiveness 
of cost-cutting efforts, and possible discriminating pricing 
pri!ctices by health provic.Jers. 

In 1990, private health insurl!nce plans disbursed $216.8 
billion, an amount which was mort than $20 billion above 
disbursements for 1989. Private health insurance covers 
three-fourth~ or the total non-institutionalized population. 
There ;m approximateTY 7J million workers with 69 million 
dependents, :~II or whom obtain coverage as an employ­
ment benefiL The rcmainin& 44 million people purchase 
their own co~·crilgc. 

More than I ,000 priv:~te insurance companies in the 
United Stoles write individuol or group health insurance 
plans. The priv::~tc kalth insurance industry has been 
growing ropiJI) bee:~ usc (I) consumers seck to reduce risks 
or hifh·out-of-pockct expenses, and (2) business health 
insuroncc premiums receive preferential tax treatment, es­
timatcJ &It S60 bill1on ~nnuolly. 
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mg factor to sharp mrrcascs in mcdtr:al costs. 

Private coverage is available through insurance compa­
nies, hospitals, through medical service pl&~ns, and through 
group medical plans operating on a prepayment basis. The 
prepayment plans, such as those that managed care orga· 
niz.ations provide, have grown filpidly and arc crcoting 
competition among healthcare insurers. 

Private health insurance companies sometimes deny cov­
erage to individuals because they suffer from AIDS, alco· 
holism, diabetes, coronilry artery disease, or cancer. In 
addition, covcrilge may be denied to people in high-risk 
categories, such as drug abusers, older people, and those in 
certain occupations. The principal reasons for lack of 
private insurance coverage are that the offer price is more 
than the uninsured can pay and/or the coverage is not 
available at any price. 

Hospital WD.Stt Disposal 
The contamination of New Jersey beaches in 1988 high­

lighted potential threats to public health arising from 
improper medical waste disposal procedures. This issue is 
having a profound impact on heallhcare. Since then, 
Federal and state governments are monitoring the situation 
far more vigorously, focusing on hospital-generated medi­
cal waste and disposa1 practices. The Environmental Pro­
tection Agency, has introduced regulations (and mandated 
penalties) for hospitals which dispose of substances inlo 
the environment. Those substances and materials include 
red bag waste, incinerator emissions, radioactive waste. 
laboratory waste, and storage tanks. 

The Medic~! Waste Tracking Act of 1988 forces Sl~tes to 
enact or modify regulations deoling with disposal of mcJ­
ical and infectious waste. The Clean Air Act imposes tough 
restrictions on medical waste incinerators that burn over 
two tons of waste material daily. 

One of the (C\1.· new technologies available to dispose of 
medical wastes appears to be cost-effective. It compacts 
potentially dangerous substances, shredding, granulating, 
and chemically treating the waste materiol. 

Employmeflt 

Employment in the healthcare industry rose from 7 
million in 1988 to approximately I 0 million by 199.2. This 
represents average annual growth rates of 9.3 percent. 
During the past decade, this industry's employment growth 
surpassed that of the rest of the private economy-a trend 
which should continue for the remainder or this decade. 

Healthcart workrorcc totals arc exclusive of employment 
in the health insurance, medical equipment and supplies, 
and pharmaceuticals industries. There has been positive 
employment growth in all these sectors, especiall)· in offices 
and clinics of medical doctors, as well as in nursing and 
personal care facilities. Hospitals and nursing homes ac· 
count for about62 percent of the: total number employed in 
healthcare. 

Allied Health Personnel 

Allied health personnel arc workers who assist physicians 
and other specialists. This job category is among the fastest 
growing occupational sectors or the entire healthcare in­
dustry. The Bureau of Health Professionals estimates there 
were I .8 million allied health personnel in the United St&~tcs 

42-4 L' S. Industrial Outlook 1993-Health and Medical Services 

I 



42-P-2 

..... 

-. 

IIIIIIN~et"*<~ 

llrolrhrnrr inrlu.Hr~ /lf'O/r.uinnols musr bt orrunrd to on array oj 
romtJir:r r.s.s11cs Sllrroundm& publ'' health and mtdrcoltrcatmtnt. 

in 1990, a 44 percent increase from 1980. These profession· 
als pl:~y an integral role in the delivery of the nation's 
health services, with 300,000 employed in clinical labora­
tory positions. More than one-half of the latter are em­
plo)·cd by hosj'itals. 

Healtll Care Reform-A Priorit}' for the Nation 

Debate·over hcal!hcare reform is accelerating. Allention 
to this issue rose dramaticall>· during the past decade, and 
major national healthcare associations-representing busi· 
ness, labor, and other constituencies-advocate modifica­
tions in c,.ist ing policy. 

Federal and state lawmakers have introduced proposals. 
One proposal would direct all employers either to provide 
medical coverage for their workers, or contribute directly to 
a government insurance fund ("play or pay"). The: U.S. 
Bipartisan Commission on Comprehensive Health Care for 
All Americans (the Ptpper Commission) recommended 
such a plan. T~ Commission also suggested overhauling 
the nation's private insurance system, and suggested ways 
or restructuring Medicaid. 

Other proposed remedies abound. Some emphasize mar­
ket competition, tax credits, deductions for the uninsured, 
capping malpractice awards, and encouraging electronic 
processing of medical claims. Among those who have made 
proposals arc the American Medical Association, Ameri-
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can Hospital Association, U.S. Chamber of Commerce, 
National Governors Association, Heritage Foundation, 
and academicians such as professors Uwe Reinhardt and 
Alain C. Enthoven. 

Both business and government agree that the United 
St.ates should seck to accomplish the following objectives: 

• provide cost-effective healthcare se~ices in an era 
when different factors contribute to high costs; 

• design a comprehensive healthcare system that will 
include 37 million uninsured Americans; 

• explore the effects of cver-&reater reliance on moc.lcrn 
medical technologies; 

• review the impact or managed care on overall health­
care expenditures; 

• examine access or various socio-economic groups to 
hcalthcare services; 

• determine levels of healthcare in rural America; 
• reduce costs of malpractice liability; 
• determine what characteristics best assess quality of 

service; 
• restructure Medicare and Medicaid programs; 
• improve medical education as necessary; 
• assess healthcare planning; 
• explore primary care; 
• enhance use of preventive care; 
• cYaluate issues of bioethics. 
Factors contributing to escalating costs are waste, fraud, 

malpractice and limited effective competition. Waste and 
fraud alone account for billions or dollars. For example, 
the Federal Bureau of lnvcstig~tion uncovered evidence in 
1992 that some drug companies were defrauding the 
Medicare/Medicaid system. Awareness of other abuses has 
spread, and the call for correction or these abuses will 
doubtless innuence prospects of sectors within the nation's 
healthcare industry. 

The International Health Care Market 

The business climate in many foreign countries appears 
favorable for U.S. healthcare companies to expand into 
overseas markets. The prospects in Western Europe, Mex­
ico, and in Japan are viewed as particularly promising. 

Many foreign governments have designated heal!hcarc as a 
cornerstone or their social policy, and they plan to provide 
steady yearly budget increases over the medium term in order 
to achievt stated objectives. A number of foreign countries 
strive to modernize both the public and private health sectors, 
while offering increased market opponunities for services and 
medical equipment. Others are contemplating privatization, 
or exploring options to decentralize existing systems for 
delivery or services. Despite the problems faced by consumers 
and institutions bearing the burden of escalating healthcare 
costs within the United States itself, American companies arc 
recognized globally as industry leaders. 

In both Western Europe and Japan, demographics (age­
ing populations as well as increased longevity) and high 
income levels create growing demand for healthcare ser­
vices. According to industry specialists, the best prospects 
in these two regions exist for primary care, home c:~rc, and 
nursing home care services. Also, orrortunities in hosrit:~! 
management, antl in anci!l:~ry services, appear promising. 
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• The n~·ly independent states of the former Soviet Union 

and countries or Eastern Europe may present some oppor· 
runitics for U.S. companies. Success in such ventures, 
however, will demand that U.S. rirms tailor their services to 
the spcci ric needs or each country, while continued efforts 
by foreign governments to open domestic economics must 
occur to assure profitability. Although then: has been 
considerable speculation concerning actual healthcare mar­
kets across the countries or Eastern Europe and throughout 
the former Soviet Union, highly volatile commercial and 
economic conditions pn:vail in both regions. 

In Eastern Europe, U.S. healthc:are service providers are 
frequently in a better position to enter country markets 
lhrough sm:~ll, "bite-siT..cd" operations. These undertakings 
inclu<.le diagnostic imaging, maternity centers, ambulatory 
care and surgery, and the sale or computer systems. Several 
U.S. nrms are providing emergency health care services, 
consulting, and insurance coverage in Hungary. In addition, 
according to some observers, health maintenance organiza­
ticr. (HMO) services may orrer a prototype for n:rorm or the 
still largely state-run health sector in these countries. U.S. 
government agencies art working to facilitate service provid­
ers with market entry through organized trade missions and 
encouraging liberal trade and investment environments in 
talks with E<lstern European counterparts. 

Outlook for 1993 

Without modirication in hcalthcan: laws and practices, 
cxpcnL!ittJres in 1993 will rise by 12.1 pen:ent, reaching 
S939.9 billion. Outlays for hospita1 care are expected to 
incre:~se 12.4 percent to S363 .4 billion. Expenditures for 
physicians' services will reach an estimated SJ75.2 billion in 
1993, a 11.5 percent increase over 1992, while those for 
nursin& horne care will total $76 billion, 13 percent higher 
than the 1992 total of S67.3 billion. Home care will 
continue to show strong growth. Its expenditure~ will rise 
30 percent to reach $16.5 billion. Hcalthcare reforms will 
be seriously discussed and reviewed by policymakers. One 
possible outcome within the ncar term is that through tax 
incentives and government subsidization, most or the 
uninsured will gain access to hcalthcare. 

Long-Term Prospects 

Consumers, providers, and policymakers will most likely 
attempt to devise a healthcare system that could increase 
competition in the United States. The chief aoal or any 
legislative· package to emerge will, of course, be cost 
containment. access and efficiency. However, healthcare 
spending will continue to absorb a disproportionately high 
share or GOP. The elderly population already consumes a 
large share or total healthcarc services. 

Providing services to all, including the 37 million unin· 
sured, will ultimately increase both the rate of spending 
and I he- volume or healthcare services. Health insurance 
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companies may have to make adjustments in their health 
coverage to comply with any major national healthcarc 
reform that might arise, while health care expenditures will 
continue to rise but at a slower rate. 

Private hc:althc:are institutions may initially realize a lower 
profit and will have to modify their moc:Jus operandi to cope 
with newly instituted government regulations. Managed care 
and home healthcare occupy important places in the market, 
and will undoubtedly continue to do so. Alternatives to 
institutional care-home hcalthcare, personal care services, 
hospice care, and adult care-will increase. Nursing home 
c:are will provide a major market for durable medical equip­
ment, supplies and pharmaceuticals. 

Efforts to reduce hcalthcare costs will generate better 
collaboration between physicians and hospitals in provid· 
ing services.-Simon Francis, Offlct of Strvice Industries, 
(202) 482-2697. August /992. 
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