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HEALTH CARE CRISIS 

 Since the early 1900s, the United States has grappled with health care and how 

to ensure Americans have affordable access to medical services.  Roosevelt, Truman, 

Nixon and Clinton are among those who have tried to devise solutions to restructure our 

health care system in this regard.  Today, more than ever, there is a profound need to 

reform the current health care system both as an expression of social justice and sound 

economic practice.  However, the notion of reform often assumes structural changes 

within the current system.  This assumption is evidenced by the many programs and 

policies that have been developed, implemented, and extinguished in service of intra-

system reform.  Many economists believe that reform must approach, if not equate to, 

the idea of system transformation if the goal of universal access is truly attainable.  

Whatever the approach, it is clear that health care reform in the United States is 

immediately necessary and imperative for the future economic stability of the country, 

as well as for the improved welfare and well-being of its citizens. 

 Estimates regarding the number of people living in the United States without 

health insurance range from 43 to 46 million (Institute of Medicine [IOM], 2004; Gratzer, 

2003).  Contrary ǘƻ ŎǳǊǊŜƴǘ ǾƛŜǿǎ ǊŜƎŀǊŘƛƴƎ ƛƭƭŜƎŀƭ ƛƳƳƛƎǊŀƴǘǎΩ ŀŎŎŜǎǎ ǘƻ ǎƻŎƛŀƭ ǇǊƻƎǊŀƳǎΣ 

ǘƘŜ LƴǎǘƛǘǳǘŜ ƻŦ aŜŘƛŎƛƴŜ ǎǘŀǘƛǎǘƛŎǎ ŜǎǘƛƳŀǘŜ ǘƘŀǘ ŀǇǇǊƻȄƛƳŀǘŜƭȅ άŦƻǳǊ ƻǳǘ ƻŦ ŦƛǾŜ 

uninsured people are U.S. ŎƛǘƛȊŜƴǎέ όLha, 2004).  In addition, the report estimates that 

80% of those without insurance live in families where at least one member is employed 

(IOM, 2004), reflecting the fact that a large percentage of the uninsured are working 

lower and middle class citizens.  While the estimates regarding numbers of those who 

are uninsured constitute a significant percentage of the overall population, it should 

also be noted that the uninsured population is constantly changing.    The transient 

nature of the uninsured population is, in part, due to loss of coverage when 

employment statǳǎ ŎƘŀƴƎŜǎΦ  CƻǊ ŜȄŀƳǇƭŜΣ /Ŝƴǎǳǎ .ǳǊŜŀǳ Řŀǘŀ ŘŜƳƻƴǎǘǊŀǘŜǎ ǘƘŀǘ άǘƘŜ 

ŀǾŜǊŀƎŜ ŦŀƳƛƭȅ ǿƘƻ ƭƻǎŜǎ ŎƻǾŜǊŀƎŜ ǿƛƭƭ ōŜŎƻƳŜ ƛƴǎǳǊŜŘ ŀƎŀƛƴ ƛƴ ǊƻǳƎƘƭȅ рΦс ƳƻƴǘƘǎέ 

(Census Bureau data in Gratzer, 2003, p. 86).  Among other things, this statistic 

underscores the difficulty many individuals have regarding the portability of insurance. 
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 There is an argument put forth that a number of uninsured individuals choose to 

be without coverage.  While it is true that the number of chronically uninsured is less 

than 10 million people, many of those who opt not to purchase health insurance do so 

because of issues related to affordability of coverage or a false sense of security.  Of 

those choosing to be uninsured, 2/3 of households surveyed reported a minimum 

annual income of less than $50,000, reflecting the  idea that health care coverage is 

desired but remains unattainable in lieu of more immediate life necessities.   Regarding 

a false sense of security, a California Healthcare Foundation study provides some insight 

into why some choose to be uninsured.  Approximately 60% of those surveyed reported 

ōŜƛƴƎ ƛƴ άŜȄŎŜƭƭŜƴǘέ ƻǊ άǾŜǊȅ ƎƻƻŘέ ƘŜŀƭǘƘ όDǊŀǘȊŜǊΣ нлл3, p. ууύΦ  wŜƎŀǊŘƭŜǎǎ ƻŦ ŀƴȅƻƴŜΩǎ 

perceived level of health/wellness, uninsured individuals always run the risk of requiring 

health care due to accidents or other catastrophic events.     

 For lower-income individuals without insurance, applying for Medicaid would 

resolve this issue.  Gratzer (2003ύ ƴƻǘŜǎΣ άŀƴȅ ƘƻǎǇƛǘŀƭ ƛƴ !ƳŜǊƛŎŀ ŀƭƭƻǿǎ ŀ aŜŘƛŎŀƛŘ-

eligible patient to do the paperwork ǊƛƎƘǘ ƛƴ ǘƘŜ 9wέ όp. 87).  Indeed, statistics from the 

LƴǎǘƛǘǳǘŜ ƻŦ aŜŘƛŎƛƴŜ ƛƴŘƛŎŀǘŜ ǘƘŀǘ άƳƻǊŜ ǘƘŀƴ ƘŀƭŦ ƻŦ ǘƘŜ тΦу Ƴƛƭƭƛƻƴ ŎƘƛƭŘǊŜƴ ǳƴƛƴǎǳǊŜŘ 

ǿŜǊŜ ŀŎǘǳŀƭƭȅ ŜƭƛƎƛōƭŜ ŦƻǊ aŜŘƛŎŀƛŘ ƻǊ {/ILt ŎƻǾŜǊŀƎŜ ōǳǘ ǿŜǊŜ ƴƻǘ ŜƴǊƻƭƭŜŘέ όLhaΣ 

2004).  However, this report also cites the complexity of the enrollment and re-

enrollment process for these programs as a serious hindrance, which deters those who 

are eligible from seeking coverage.  Many impoverished individuals who have minimal 

education and training may lack the skills necessary to navigate these complex 

bureaucratic processes.  Individuals for whom English is a second language face 

significant impediments to effective completion of this process as well. 

 Uninsured individuals are more susceptible to illness and premature death than 

insured individuals because of limited access to and utilization of medical care and 

services, particularly preventative diagnostics and services.  The Institute of Medicine 

asserts that those withoǳǘ ƛƴǎǳǊŀƴŎŜ ŀǊŜ άƳƻǊŜ ƭƛƪŜƭȅ ǘƻ ǊŜŎŜƛǾŜ ǘƻƻ ƭƛǘǘƭŜ ƳŜŘƛŎŀƭ ŎŀǊŜ 

ŀƴŘ ǊŜŎŜƛǾŜ ƛǘ ǘƻƻ ƭŀǘŜΤ ŀǎ ŀ ǊŜǎǳƭǘΣ ǘƘŜȅ ŀǊŜ ǎƛŎƪŜǊ ŀƴŘ ŘƛŜ ǎƻƻƴŜǊέ όLhaΣ нллпύΦ  Lƴ 
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addition, this report estimates that 18,000 deaths annually are attributable to a lack of 

health coverage in those under 65 years of age (IOM, 2004).   

 Aside from the foregoing, the financial consequence of the uninsured in America 

is increasingly problematic.  For example, uninsured persons often utilize emergency 

rooms and require longer hospitalization.  These circumstances increase costs that 

would be largely avoidable with regular access to preventative care (IOM, 2004).  The 

Institute of Medicine estimates that approximately $35 billion annually is paid for 

uncompensated care to uninsured individuals (IOM, 2001).  Conversely, the potential 

benefit related to better health outcomes resulting from universal coverage ranges from 

$65 to $130 billion annually.  These figures, in part, seek to calculate the indirect benefit 

of universal coverage which include άhigher expected lifetime earnings, improved 

productivity, and significantly improved educational and developmental outcomesέ 

(IOM, 2003). 

 Essentially, for many who are uninsured, access to health care involves pursuing 

coverage through the government.  Individuals seeking coverage through insurance 

companies face difficulties because private insurers have little incentive to indemnify 

them; executives in the industry refer to those individuals wishing to purchase coverage 

ŀǎ ǘƘŜ άǊŜǎƛŘǳŀƭ ƳŀǊƪŜǘέ όDǊŀǘȊŜr, 2003, p. 27).  In the absence of governmental 

intervention, individuals seeking coverage are often refused for any number of pre-

existing conditions.  Those with health conditions who are fortunate enough to acquire 

ŎƻǾŜǊŀƎŜ άǇŀȅ ǇǊŜƳƛǳƳǎ ŦƻǊ ƴƻƴƎǊƻǳǇ ƛnsurance that are up to 40% higher than their 

ƘŜŀƭǘƘƛŜǊ ŎƻǳƴǘŜǊǇŀǊǘǎέ όLhaΣ нллпύΦ  !ŘŘƛǘƛƻƴŀƭƭȅΣ ǘƘŜ ŀōƛƭƛǘȅ ǘƻ ǳǘƛƭƛȊŜ ǇǊŜ-tax funds 

afforded to employers purchasing health benefits is not available to the individual 

seeking independent coverage.  Recent changes in tax laws now permit the self-

employed to utilize this pre-tax incentive; however, a majority of those purchasing 

individual insurance for other reasons (i.e. unemployed individuals or employed 

individuals who are not able or willing to participate in employer-offered plans) remain 

at a disadvantage  (Cannon & Tanner, 2005, p. 72).   
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 Several pieces of legislation have attempted to ensure continuation of coverage 

for individuals whose benefits have been terminated for select reasons.  COBRA 

(Consolidated Omnibus Budget Reconciliation Act of 1985) provides an option for 

continuation of coverage for those who have lost insurance due to one of the following 

events: termination of job, reduction of hours, reaching Medicare eligibility, divorce or 

legal separation, death of employee, or loss of dependent child status (Insure.com 

article).  COBRA establishes periods of time for which those meeting one of these 

criteria can maintain the same insurance coverage.  These periods differ depending on 

the qualifying event.  Individual exercising his or her right to continuation of coverage 

through COBRA will face monthly payments that are the entire cost of the premium plus 

a 2% administrative fee.  For the unemployed, continuation of coverage through COBRA 

is an unrealizable benefit given that, in some states, the cost of the COBRA premium 

exceeds the monthly unemployment benefit (IOM, 2004).  In general, COBRA coverage 

is precarious because termination of the benefit can often be outside the control of the 

individual (e.g. if the employer ceases to offer group health insurance or goes out of 

business) (Insure.com).  The Health Insurance Portability and Accountability Act of 1996 

(HIPAA Title I) attempts to provide another opportunity for individuals to maintain 

ŎƻǾŜǊŀƎŜΤ ƘƻǿŜǾŜǊΣ ŜƭƛƎƛōƛƭƛǘȅ ƛǎ ŘŜǇŜƴŘŜƴǘ ǳǇƻƴ ŀ ǇŜǊƛƻŘ ƻŦ ǎǘŀōƭŜΣ άŎǊŜŘƛǘŀōƭŜέ 

coverage without a significant break prior to seeking continuance under HIPPA rights.  

Again, HIPAA merely allows an opportunity for continuation of coverage but costs are 

still born by the individual and are paid using post-tax funds.  In many respects, HIPPA 

offers limited protection in that it does not regulate what insurers can charge for 

coverage nor does it guarantee any minimum level of coverage. 

 It is necessary to also discuss individuals who are underinsured; that is, those 

struggling to pay for insurance or are one major medical crisis away from financial 

disaster.  Although comprehensive statistics are not available for this group, their 

existence is evidenced by the fact that, in nearly half of all bankruptcy filings, medical 

bills are cited as a primary factor (IOM, 2004).  This is further demonstrated by a recent 

study in which approximately 20% of the respondents indicated increasing difficulty 
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paying for care at some point in the previous year.   Surprisingly, 69% of those who 

reported problems paying for these services are actually insured (Kaiser Family 

Foundation [KFF], 2006). 

 A turning point for health care in the United States occurred in 1943.  Companies 

were attempting to recruit new employees without violating World War II wage controls 

which were implemented by Franklin D. Roosevelt.  Because of these wage restrictions, 

employer-based health insurance became an attractive recruitment tool.  Several years 

later, the Internal Revenue Service intervened on behalf of American employers, 

exempting them from paying taxes on health care benefits for employees (Cannon & 

Tanner, 2005, p. 25).  This tax subsidy established the enduring practice of employer-

paid health insurance and encouraged employers to provide generous coverage in lieu 

of increasing wages or other taxable benefits.  This tax subsidy is just one indicator of 

governmental presence in and regulation of the health care market and constitutes a 

form of interventionism. 

Throughout the past four decades, the federal and state governments have 

continued to make decisions and enact legislation which prohibited the natural, 

competitive evolution of the health care market.  Of particular significance was the 

enactment of the Medicare and Medicaid programs by Lyndon Johnson in 1965.  Richard 

bƛȄƻƴ ŦŜǊǾŜƴǘƭȅ ōŜƭƛŜǾŜŘ ǘƘŀǘ ǘƘŜ ƘŜŀƭǘƘ ŎŀǊŜ ǎȅǎǘŜƳ ǿŀǎ ƛƴ ŀ ǎǘŀǘŜ ƻŦ άŎǊƛǎƛǎέ ŀƴŘ ǘƘŀǘ 

immediate action was required.  To avoid a breakdown in the system, άNixon embraced 

Iahǎέ όDǊŀǘȊŜǊΣ 2003, p. 46).  In an effort to address the crisis at hand, Health 

Maintenance Organizations (άHMOsέ) were seen as the cost-efficient answer, resulting 

in passage of the HMO Act of 1973.  This legislation involved requiring employers with 

more than 25 employees to offer an HMO option as part of its benefit plan, overriding 

existing state laws preventing the development of HMOs.   A total of $1.6 (inflation 

adjusted) billion in grants and loans were provided for any company interested in 

forming an HMO (Gratzer, 2003, p. 47).   By 1998, enrollment in HMOs had risen to 79 

million from 10 million at the end of the 1970s (Gratzer, 2003, p. 49).  According to 

Gratzer (2003), the appeal of HMOs was primarily their ability to cap costs (e.g. 
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providing financial incentives for physicians to not refer patients and institution of 

utilization reviews) and negotiate lower rates with providers (p. 49).  The amount of 

governmental intervention and direct management since the end of World War II has 

made significant health care reform extremely challenging.  This was most evident in 

1993 when the Clinton Administration attempted to introduce the Health Security Act.  

By that time, significant structural reform of the health system was successfully resisted 

ōȅ ŀƴ ƛƴŘǳǎǘǊȅ ǘƻƻ ƭŀǊƎŜ ŀƴŘ ǘƻƻ ƭǳŎǊŀǘƛǾŜ άǘƻ ōŜ ŘŜǎǘǊƻȅŜŘ ǿƛǘƘ ŀ ǎƛƴƎƭŜ ǇƛŜŎŜ ƻŦ 

ƭŜƎƛǎƭŀǘƛƻƴέ όaȅƭŜǎΣ мффу, p. 13).   

 There are many critics of a government based, single-payer system because it is 

claimed to ƛƴǘǊƻŘǳŎŜ άǎƻŎƛŀƭƛȊŜŘ ƳŜŘƛŎƛƴŜέ ƛƴǘƻ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ƘŜŀƭǘƘ ŎŀǊŜ ǎǘǊǳŎǘǳǊŜΦ  

However, those critics fail to admit ǘƘŀǘ ŀ ƭŀǊƎŜ ǇƻǊǘƛƻƴ ƻŦ !ƳŜǊƛŎŀΩǎ ŎǳǊǊŜƴǘ ǎȅǎǘŜƳ ƛǎ in 

fact άǎƻŎƛŀƭƛȊŜŘΦέ  {ǇŜŎƛŦƛŎŀƭƭȅΣ ǘƘŜ ŦŜŘŜǊŀƭ ƎƻǾŜǊƴƳŜƴǘ ŦƛƴŀƴŎŜǎ ŀƭƳƻǎǘ ƘŀƭŦ ƻŦ ŀƭƭ ƘŜŀƭǘƘ 

expenditures (Cannon & Tanner, 2005, p. 46) and, following passage of the Medicare 

Modernization Act in 2003, became the largest purchaser of prescription medications in 

the world (Gratzer, 2003, p. 124).  Furthermore, government sponsored and managed 

Medicare and Medicaid programs clearly demonstrate the critical role that socialized 

medicine plays in the current system. 

 Medicare is a federal program that allocates health care subsidies to the elderly 

and disabled.  Medicare is a government mandated program, both for contributors and 

participants.  In fact, if seniors opt out of the hospital insurance program under 

Medicare, they relinquish rights to all benefits within the Social Security system.  In 

addition, although there are supplemental insurance plans approved by the government 

to compliment Medicare, it nonetheless demonstrates the stringent health care 

limitations placed on this population (Cannon & Tanner, 2005, p. 80).  As the population 

in the United States ages, the tax base for working contributors to Medicare is shrinking.   

The combination of these factors results in an overwhelming strain on the system.  In 

2003, the Medicare Modernization Act was signed by George W. Bush, extending 

Medicare benefits to include prescription coverage for seniors.  This costly legislation 

($400 billion over ten years) is of particular concern given that 76% of American seniors 
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did not have some type of prescription coverage at the time the Act was passed 

(Gratzer, 2003, p. 123).   

 The goal of Medicaid is to assist specialized groups such as low-income mothers 

and children, the disabled, and those in need of long-term care.  Although the majority 

of Medicaid recipients are single mothers and their children, approximately 70% of 

allocations are spent on the elderly and disabled (Cannon & Tanner, 2005, p. 92).  

Despite the significant amount invested on the part of the federal and state 

governments in Medicaid (an estimated $330 billion in 2007), a study by the National 

Bureau of Economic Research found only a weak connection between Medicaid 

spending and increased positive health outcomes for low-income children (Cannon & 

Tanner, 2005, p. 102).  The structure of Medicaid funding results in an interesting 

dynamic; specifically, the federal government matches state Medicaid allocations at a 

1.3:1 ratio and permits complete spending autonomy on the part of the state (Cannon & 

Tanner, 2005, p. 100).  In other words, states can allocate spending within the Medicaid 

system absent of any federal guidelines.  There are no limitations on the Medicaid 

subsidies provided to states, inadvertently creating incentives for states to expand 

Medicaid funding despite poor health outcomes.  This is particularly true of recent 

trends in many states to change means-test financial requirements in service of 

increasing program enrollment.  While at first glance, this practice may appear 

ōŜƴŜŦƛŎƛŀƭΣ ǘƘŜ ǇǊƻōƭŜƳ ƻŦ ŜȄǇŀƴŘƛƴƎ ǎƻŎƛŀƭƛȊŜŘ ƳŜŘƛŎƛƴŜ ŎƻƴǎǘƛǘǳǘŜǎ ŀ άōŀƭƭƻƻƴƛƴƎ 

ŜŦŦŜŎǘέ ǿƛǘƘ ƻōǾƛƻǳǎ ŦƛƴŀƴŎƛŀƭ ŎƻƴǎŜǉǳŜƴŎŜǎΦ  /ƻƴƎǊŜǎǎ ǊŜŎŜƴǘƭȅ ŜȄǇŀƴŘŜŘ another 

Medicaid program, the {ǘŀǘŜ /ƘƛƭŘǊŜƴΩǎ IŜŀƭǘƘ LƴǎǳǊŀƴŎŜ tǊƻƎǊŀƳ όάSCHIPέ), increasing 

federal funding by $35 billion over five years.  George W. Bush cited concerns about the 

ƛƴŎǊŜŀǎƛƴƎ Ŏƻǎǘǎ ƻŦ ǘƘƛǎ ǇǊƻƎǊŀƳ ŀƴŘ ǘƘŀǘ ǇŀǎǎŀƎŜ ƻŦ ǘƘƛǎ ƭŜƎƛǎƭŀǘƛƻƴ ǿƻǳƭŘ άŜƴŎƻǳǊŀƎŜ 

states to extend health coverage to middle-income families now using private 

ƛƴǎǳǊŀƴŎŜέ όά.ǳǎƘ wŜŀŘȅ ¢ƻ CƛƎƘǘ YƛŘǎ LƴǎǳǊŀƴŎŜ .ƛƭƭΣέ нллт). 

 Another problem inherent in both Medicare and Medicaid services results from a 

fee structure which provides no incentive for quality patient care.  In addition, the rate 

of reimbursement paid to physicians is below market, creating a disincentive to provide 
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care to patients within these systems (Cannon & Tanner, 2005, p. 102).  Studies reveal 

that, in both Medicaid and Medicare programs, there was a decrease in physician 

willingness to accept new patients of approximately 8.7% and 4.1% respectively from 

1999 to 2003 (Cannon & Tanner, 2005, p. 102).  

 The many problems cited herein regarding Medicare and Medicaid contribute to 

the expanding costs; in 2004, a combined total of $473 billion was spent on these 

programs.  By 2013, the costs of these federally subsidized programs will approach one 

trillion dollars.  These estimates do not account for the state spending associated with 

Medicaid.  Most alarming are estimates regarding the combined impact of these 

programs on the Gross Domestic Product; experts estimate that 11% of the GDP by 2030 

will be expended for Medicare and Medicaid (Ezrati in Cannon & Tanner, 2005, p. 27). 

 There are a myriad of reasons why health care costs rise exponentially.  One of 

the more hidden yet significant concerns involves the ease with which Americans tend 

to over-utilize services.  Overutilization can be expressed in a variety of ways, including 

the tendency ƻŦ ǇŀǘƛŜƴǘǎ ǘƻ ƛƴǎƛǎǘ ƻƴ άǇǊŜƳƛǳƳ ƳŜŘƛŎƛƴŜΦέ  YƭƛƴƎ ό2006) identifies 

άpremium medicineέ as the use of high-technology, high-cost methods for diagnosis of 

illness and disease even when other methods of diagnosis and treatment may produce a 

comparable outcome.  This is further evidence of the mentality of consumption among 

!ƳŜǊƛŎŀƴǎ ǿƘƛŎƘ YƭƛƴƎ ǊŜŦŜǊǎ ǘƻ ŀǎ ŀ ǎƛƎƴƛŦƛŎŀƴǘ άŎǳƭǘǳǊŀƭ ŎƻƳǇƻƴŜƴǘέ ƛƴ ǘƘƛǎ ŎƻǳƴǘǊȅ 

(Kling, 2006, p. 13). In addition, overutilization of services is perpetuated by physicians 

who practiŎŜ άŘŜŦŜƴǎƛǾŜ ƳŜŘƛŎƛƴŜΦέ  CŜŀǊ ƻŦ ƭƛǘƛƎŀǘƛƻƴ ŀƴŘ ƳŀƭǇǊŀŎǘƛŎŜ ŎƭŀƛƳǎ ǘŜƴŘ ǘƻ 

produce a mentality that supports the practice of άpremium medicine.έ   

 A significant disadvantage of the third-party payer system is the obvious 

tendency to overuse services because insurance coverage creates the perception that 

the service is free, particularly when employers bear the majority of costs for insurance 

premiums.  This perception reinforces a sense of entitlement that inevitably leads to 

significant over-usage (Cannon & Tanner, 2005, p. 37).  Excessive consumption within 

the third-party payer system is described in the work of economist Milton Friedman.  

This phenomenon is counter-intuitive as Friedman provides a number of examples in 
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industry which clearly show the inverse relationship between technological innovation 

and cost.  

 Results of a 1996 RAND Health Insurance Experiment revealed that when 

ŎƻƳǇǊŜƘŜƴǎƛǾŜΣ άŦǊŜŜέ ŎƻǾŜǊŀƎŜ ǿŀǎ ǇǊƻǾƛŘŜŘΣ ǳǎŀƎŜ ƻŦ ǎŜǊǾƛŎŜǎ ƛƴŎǊŜŀǎŜŘ по҈ ǊŜƭŀǘƛǾŜ 

to the control group even if there ǿŀǎ ƴƻ άƳŜŀǎǳǊŀōƭŜ ǾŀƭǳŜέ ǘƻ ǘƘŜ ǎŜǊǾƛŎŜ ό/ŀƴƴƻƴ ϧ 

Tanner, 2005, p. рнύΦ  !ƳŜǊƛŎŀΩǎ ŘŜǇŜƴŘŜƴŎȅ ƻƴ ŀ ǘƘƛǊŘ-party payer system is 

quantifiable, as patients are directly responsible for only fourteen cents of every health 

care dollar spent in the US (Cannon & Tanner, 2005, p. 46).   

 Finally, the ability insurance companies have to manage the cost of services 

significantly compromises patients and providers alike.  Results from a Yale University 

and Beth Israel Deaconess Medical Center study estimated that 39 to 50 percent of 

ǇƘȅǎƛŎƛŀƴǎ ƘŀǾŜ άƳŀƴƛǇǳƭŀǘŜŘ ǘƘƛǊŘ-party reimbursement rules to secure coverage of a 

ǇŀǊǘƛŎǳƭŀǊ ǘǊŜŀǘƳŜƴǘ ŦƻǊ ŀ ǇŀǘƛŜƴǘΧέ ό/ŀƴƴƻƴ ϧ ¢ŀƴƴŜǊΣ нллрΣ p. 49).  The same study 

revealed that 70 percent of physicians disclosed that they would manipulate the system 

if deemed necessary in service of patient care.   

 There is a significant amount of evidence that the employer-pay model can have 

adverse consequences for both businesses and employees.  A number of Americans 

ƘŀǾŜ ŜȄǇŜǊƛŜƴŎŜŘ άƧƻō ƭƻŎƪέ όa lack of job freedom and mobility) due largely to a fear of 

losing health care benefits (Cannon & Tanner, 2005, p. 64).  Other studies indicate that 

Americans will continue to work despite serious personal health issues in order to retain 

health insurance through their employer affordable, employer-based health care 

benefits (Sacker, Wiggins, Bartley, & McDonough, 2007).  Another consequence for 

employees is wage stagnation, which in part results from tax-exempt incentives to 

increase health care benefits.  Additionally, employers have been forced to contain 

health costs by significantly restricting the number of full-time hires (Porter in Cannon & 

Tanner, 2005, p. 64).  Finally, many corporations have attributed the rise in health care 

costs as a principal reason for decreased competitiveness in the global marketplace.  

wŜŎŜƴǘƭȅΣ DŜƴŜǊŀƭ aƻǘƻǊǎ ǇŀƛŘ ƛƴ ŜȄŎŜǎǎ ƻŦ Ϸор ōƛƭƭƛƻƴ ǘƻ ŜǎǘŀōƭƛǎƘ άŀƴ ƛƴŘŜǇŜƴŘŜƴǘ 

retiree health-ŎŀǊŜ ǘǊǳǎǘέ όάDa {ƘŀǊŜǎ wƛǎŜΣέ нллт).   
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 This burden is further exacerbated by the ever-increasing cost of health care 

benefits.  A Kaiser Family Foundation Study revealed that the rate of growth in 

insurance premiums is 3.7%, outpacing increases in worker earnings and inflation (KFF, 

2007).  This study finds that the average annual cost is $12,106 for family premiums and 

$4,479 for single policies (KFF, 2007).  On average, workers contribute $3,281 annually 

for family policies and $694 for individual policies.  Employers are paying the difference 

between premium costs and employee contributions, estimated at $8,825 for family 

policies and $3785 for individual policies.  This cost has resulted in fewer employers 

offering health care as a benefit; the study revealed a 9% decrease since 2000 (KFF, 

2007).   

 Among employers continuing to offer insurance benefits, many are desperate to 

decrease costs.  The aforementioned study reveals that 45% of employers surveyed 

intend to increase worker contributions to premiums, 37% intend to set higher 

deductibles, and 41% intend to increase employee responsibility for the cost of 

prescriptions (KFF, 2007).  An emerging trend involves the use of independent 

άǎŎǊŜŜƴŜǊǎΤέ these are essentially private entities which serve as case managers.  The 

goal is to maximize health outcomes at the lowest possible cost and requires employees 

ǘƻ ǎŜŜƪ ŀƴƻǘƘŜǊ ƭŜǾŜƭ ƻŦ άŀǇǇǊƻǾŀƭέ ŦƻǊ ǘǊŜŀǘƳŜƴǘ ǇƭŀƴǎΣ ƳŜŘƛŎŀǘƛƻƴǎΣ ŀƴŘ ǇǊƻŎŜŘǳǊŜǎΦ  

¢ƘŜǎŜ άŎŀǊŜ ƳŀƴŀƎŜǊǎέ ƻǊ άƛƴǘŜƎǊŀǘŜŘ-ƘŜŀƭǘƘ ƳŀƴŀƎŜǊǎέ ŀǊŜ ǇǊƛǾŀǘŜ ŜƴǘƛǘƛŜǎ ǿƘƛŎƘ ŀǎǎƛǎǘ 

corporations by reviewing prescribed treatment plans, procedures, medications, etc. to 

determine ways to maximize health outcomes while limƛǘƛƴƎ ŜȄǇŜƴŘƛǘǳǊŜǎ όά[ƻƻƪ ²ƘƻΩǎ 

²ŀǘŎƘƛƴƎ ¸ƻǳǊ IŜŀƭǘƘ 9ȄǇŜƴǎŜǎΣέ нллтύ.  While some employers are offering these 

services to employees with incentives for participation (e.g. discounts on premiums), 

others are mandating participation.  These attempts demonstrate yet another 

intervention methodology for managing costs by fostering interference in the 

doctor/patient relationship. 

Any discussion of issues within the health care system must include problems 

related to prescription medications.  Approval of new pharmaceuticals falls under the 

purview of the Food & Drug Administration, a governmental agency with a mission to 
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protect the American people from unsafe products, including pharmaceuticals.  There is 

evidence that the FDA is imbued with caution; for example, it is estimated that FDA 

approval of a new medication costs $900 million and takes 15 years (Gratzer, 2003, p. 

152). The FDA has expanded the scope of clinical trials, as demonstrated by an average 

increase of 3000 subjects per trial from the 1980s to 2004 (Gratzer, 2003, p. 150).  

However, the actual oversight of these trials has decreased to less than 1% (NYT article).  

Gratzer (2003) parallels the FDA approval process to that of a professor seeking tenure; 

ǘƘŀǘ ƛǎΣ ǘƘŜǊŜ ƛǎ άǊƛƎƻǊƻǳǎ ǘŜǎǘƛƴƎ ōŜŦƻǊŜ ŀǇǇǊƻǾŀƭΣ ŀƴŘ ǘƘŜƴ ŀƭƳƻǎǘ ƴƻ Ŧƻƭƭƻǿ-ǳǇέ όp. 

157).  This phenomenon is one which leads to massive drug recalls following FDA 

ŀǇǇǊƻǾŀƭ όŜΦƎΦ ±ƛƻȄȄύΦ  Lǘ ƛǎ ŜǎǘƛƳŀǘŜŘ ǘƘŀǘ ǘƘŜ C5!Ωǎ ŀǇǇǊƻval process prevents 10,000 

deaths per decade from unsafe products.  In contrast, up to 120,000 deaths per decade 

are attributed to the delay in approval of new medications (Gieringer in Cannon & 

Tanner, 2005, p. 119).  The value of this process is dubious, as revealed when an 

external, non-profit organization was utilized to replicate it.  The Mitre Corporation 

reached the same conclusions as the FDA with considerably less time and expense.  

(Gratzer, 2003, p. 155). 

The autonomy enjoyed by pharmaceutical companies following the approval 

process is demonstrated in various ways.  Recently, Bristol-Myers Squibb settled state 

and federal lawsuits totaling $515 million.  The company admitted to illegally advertising 

drugs for off-label uses, misrepresentation of best prices and price inflation, and 

Medicaid fraud by providing lower prices to commercial purchasers (ά.Ǌƛǎǘƻƭ-Myers 

{ǉǳƛōō ǘƻ Ǉŀȅ ϷрмрΣέ нллт).  These violations were discovered following the disclosures 

of internal whistleblowers; this provides further evidence that governmental oversight is 

ineffective and pharmaceutical companies operate freely in service of their 

shareholders. 

5ŜǎǇƛǘŜ ǘƘŜ C5!Ωǎ ŜŦŦƻǊǘǎΣ !ƳŜǊƛŎŀƴǎ ŀǊŜ ƴƻǘ ǇǊƻǘŜŎǘŜŘ ŦǊƻƳ ǇƻǘŜƴǘƛŀƭ ŘŀƴƎŜǊΦ  

CƻǊ ŜȄŀƳǇƭŜΣ рл҈ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ŀǎǇƛǊƛƴΣ ор҈ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ŀŎŜǘŀƳƛƴƻǇƘŜƴΣ ŀƴŘ тл҈ ƻŦ 

ǘƘŜ ǿƻǊƭŘΩǎ ǇŜƴƛŎƛƭƭƛƴ ƛǎ ōŜƛƴƎ ƳŀƴǳŦŀŎǘǳǊŜŘ ƛƴ /ƘƛƴŀΦ  /Ƙƛƴŀ ƛǎ ŀƭǎƻ ŎƛǘŜŘ ŀǎ ǘƘŜ ƳŀƧƻǊ 

source for vitamins A, B12, C, and E in the world (ά/Ƙƛƴŀ /ƻǊƴŜǊǎ ±ƛǘŀƳƛƴ aŀǊƪŜǘΣέ 
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2007).  Recently, extensive recalls have been issued for items such as toys, pet food, and 

toothpaste imported from China.  As such, production of medications in China also 

poses serious concerns and potential health risks.  Quality control inspectors in China 

are often employed by city governments which may share ownership of the companies 

producing the products being reviewed.  Although some production facilities are safe, 

there is no guarantee that they are reputable and meet the quality control standards of 

our country. 

The necessity of a comprehensive system overhaul is evidenced by unhampered 

increases in cost to the nation.  Total health expenditure accounted for 16.3% of the 

GDP in 2005 (Organization for Economic Cooperation and Development [OECD], 2007).  

This percentage puts the United States first among 30 countries in spending and reflects 

an increase from 11.9% in 1990 (OECD, 2007).  This sizable spending can be attributed to 

higher incomes per capita, an aging population, and the costs associated with 

technological advances and medical innovation (Cannon & Tanner, 2005, p. 23).  

Unfortunately, increases in spending have not proved to result in increased value or 

positive health outcomes.  Research reveals that medical spending in the United States 

ǇǊƻǾƛŘŜǎ άƎƻƻŘέ ǾŀƭǳŜ ǿƘŜƴ ŎƻƳǇŀǊŜŘ ǘƻ ƛncreases in life expectancy; this value 

decreases significantly when examining those 65 years of age or older (Cutler, Rosen & 

Vijan, 2006). 

There is also an increasing rate of dissatisfaction with health care in the United 

States.  Recent polls show that 80% of those surveyed indicated dissatisfaction with the 

amount of money that the nation was spending on health care (KFF, 2006).  Although 

cost increases are attributed to development of new technologies and pharmaceuticals 

(resulting in higher consumer demand for these innovations), the perception of what 

contributes to rising costs is dramatically different.  For example, 50% of respondents 

cited high profit margins for pharmaceutical and insurance companies as a primary 

reason for increased costs.  Additionally, 37% cited medical malpractice lawsuits as a 

factor; and, 36% credited doctor and hospital profit margins for higher costs (Appleby, 

2007).  Studies also demonstrate that consumers are growing increasingly unhappy with 



Contained Capitalism 16 

© 2008, Michael Slyder. All Rights Reserved. No Unauthorized Duplication. 

the care they are receiving; 55% of those surveyed reported dissatisfaction with the 

quality of health care (Lauerman, 2007).  A significant amount of respondents (40%) also 

reported a perception that the quality of health care in the United States is on the 

decrease (Lauerman, 2007). 

Many proponents of further developing and expanding a single-payer, socialized 

health care system cite this as the solution to the current crisis.  However, as evidenced 

by the Medicare/Medicaid systems already in place, this is not a viable solution.  As 

discussed previously, spending for these programs continues to grow exponentially.  

[ŜŦǘ ǳƴŎƘŜŎƪŜŘΣ ǘƘŜǎŜ ǇǊƻƎǊŀƳǎ ǿƛƭƭ ƛƴŜǾƛǘŀōƭȅ άōǊŜŀƪ ǘƘŜ ōŀƴƪΦέ  Lƴ ŀŘŘƛǘƛƻƴΣ ǘƘŜǎŜ 

systems are riddled with flaws related to fraud, underpayment of providers, and a 

decrease in the amount of providers willing to participate.  Other countries utilizing a 

single-payer model to provide universal coverage have discovered the only way to 

contain costs is to limit access to services, resulting in waiting lists for basic tests and 

services.  Recent legal developments in Canada have paved the way for privatization of 

ƛƴǎǳǊŀƴŎŜ ŀƴŘ ǎŜǊǾƛŎŜǎΣ ŀǎ ǘƘŜ /ŀƴŀŘƛŀƴ {ǳǇǊŜƳŜ /ƻǳǊǘ ǊǳƭŜŘ ǘƘŀǘΣ ά[A]ccess to a waiting 

ƭƛǎǘ ƛǎ ƴƻǘ ŀŎŎŜǎǎ ǘƻ ƘŜŀƭǘƘ ŎŀǊŜέ όά¦ƴǎƻŎƛŀƭƛȊŜŘ aŜŘƛŎƛƴŜΣέ нллт).  This ruling has opened 

the floodgates for private insurances in Canada; some claim that the Canadian health 

care system άǇǊƻŘǳŎŜǎ ƛƴǘƻƭŜǊŀōƭŜ ƛƴŜǉǳƛǘȅέ όά¦ƴǎƻŎƛŀƭƛȊŜŘ aŜŘƛŎƛƴŜΣέ нллт).  Although 

also held in high regard as an example of equitable and socialized medicine, the system 

in Great Britain also limits access and results in wait-lists for patients.  In response, 

Britain is beginning to outsource medical services and support to the private sector 

(ά¦ƴƛǾŜǊǎŀƭ ƘŜŀƭǘƘ ŎŀǊŜΣέ нллт). 

Others suggest that market-based solutions will solve the problems associated 

with health care in the United States.  The United States does not have a competitive 

and thus, economically efficient market, at the level of prevention, diagnosis, and 

management of particular illnesses (Porter & Teisberg in Gratzer, 2003, p. 42).  Rather, 

competition in the health care sector is evidenced by the existence of pharmaceutical 

advertisements, hospitals bidding for contracts with insurance companies, and 

insurance companies expanding offerings to attract employers (Gratzer, 2003). 
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!ƴƻǘƘŜǊ ƛŘŜƴǘƛŦƛŜŘ άǎƻƭǳǘƛƻƴέ ƛǎ ǘƘŜ ŦǳǊǘƘŜǊ ŘŜǾŜƭƻǇƳŜƴǘ ƻŦ IŜŀǘƘ {ŀǾƛƴƎǎ 

Accounts (άHSAsέ).  In 2003, a last-minute provision was added to the Medicare 

Modernization Act to allow individuals to create HSAs, to which employers and 

individuals can contribute pre-tax funds (similar to a 401K).  One provision associated 

with these accounts requires individuals to purchase high deductible health insurance 

plans in conjunction with the creation of the HSA.  These insurance plans are available at 

lower costs to eƳǇƭƻȅŜŜǎ ŀƴŘ ŜƳǇƭƻȅŜǊǎΣ ŀǎ ǘƘŜȅ ŀǊŜ άǘǊŀŘƛǘƛƻƴŀƭέ ǇƻƭƛŎƛŜǎ ƛƴǘŜƴŘŜŘ ƻƴƭȅ 

to assist in times of catastrophic events or major illnesses.  Deductibles on these plans 

can be as high as $5,100 for individuals and $10,200 for families; however, the 

maximum amounts that can be saved in an HSA are considerably lower (Cannon & 

Tanner, 2005, p. 67).  An individual can only accumulate whichever amount is lesser: the 

equivalency of the deductible or $2650 for individuals and $5250 for families.  There is 

also a limitation on how much can be saved in an HSA; the amount must be the lesser of 

the following: the amount equivalent to the deductible or $2.650 for individuals and 

ϷрΣнрл ŦƻǊ ŦŀƳƛƭƛŜǎΦ  aŀƴȅ άŎƻƳǇŜǘƛǘƛƻƴ ŀŘǾƻŎŀǘŜǎέ ŀǎǎŜǊǘ ǘƘŀǘ ƭŜƎƛǎƭŀǘƛƻƴ ǊŜƎŀǊŘƛƴƎ 

HSAs should be expanded to allow individuals and employers to save more.  The 

ǊŀǘƛƻƴŀƭŜ ŦƻǊ ǘƘƛǎ ŀǊƎǳƳŜƴǘ ƛǎ ǘƘŀǘ ƛǘ ŜƳǇƻǿŜǊǎ ǘƘŜ ŎƻƴǎǳƳŜǊ ǘƻ άǎƘƻǇ ŀǊƻǳƴŘέ ŦƻǊ ōŜǎǘ 

value in medical services and treatments, as he or she is utilizing his or her own funds to 

pay.  In addition, this results in conversion of the health insurance industry to be 

congruent with other types of insurance (auto, life, home, etc.) whose intent is merely 

to pay for significant expenses and not smaller costs (maintenance/preventative care).   

Although an attractive idea in theory, HSAs, especially when combined with high 

deductible insurance plans, are not a viable solution.  Obviously, the potential gap 

between the deductible and the saving limitations can put enormous financial strain on 

an individual or family.  In addition, there is no requirement that any individual or family 

save the minimum amount of the deductible in an HSA.  Therefore, if a serious illness or 

medical event occurs and the individual or family has not saved sufficient funds, the end 

result is still an inability to pay.  This inevitably results in the same strain on the billing 
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and collection systems for any services utilized, in addition to the stress and anxiety 

caused for the individual/family. 

Any consumer-based solution proposed relies on several factors for success: 1. 

accessibility of valid data and information on providers, treatments, and services; 2. an 

inherent desire on the part of the consumer to undertake this research, shopping, and 

negotiation; 3. a level of understanding and education which provides the ability to 

comprehend this information; and 4. the luxury of time to do so.  In any instance that 

requires a swift decision, the consumer is immediately put at a disadvantage.  He or she 

no longer has the ability to research, shop, and plan; in crisis situations and is forced 

into care that is accessible at any cost.   

Lǘ ƛǎ ŀǇǇŀǊŜƴǘ ǘƘŀǘ ŀƴȅ άƳƛȄŜŘέ ǎȅǎǘŜƳ όŜΦƎΦ ŎƻƳōƛƴŀǘƛƻƴǎ ƻŦ ǇǊƛǾŀǘƛȊŀǘƛƻƴ ŀƴŘ 

socialized medicine) will not produce the necessary results; there is no reason for 

ǇǊƻǾƛŘŜǊǎ ǘƻ άƴŜƎƻǘƛŀǘŜέ ǿƛǘƘ ƛƴŘƛǾƛŘǳŀƭ ŎƻƴǎǳƳŜǊǎ ŀǎ ƭƻƴƎ ŀǎ ƭŀǊƎŜ ƛƴǎǳǊŀƴŎŜ ŎƻƳǇŀƴƛŜǎ 

and the government (via Medicare/Medicaid) still fund and cover operating expenses 

ŦƻǊ ŀ ǇƻǊǘƛƻƴ ƻŦ ǘƘŜ ǇƻǇǳƭŀǘƛƻƴΦ  Lǘ ƛǎ ǿƻǊǘƘ ƴƻǘƛƴƎ ǘƘŀǘ άƴƻǊƳŀƭέ ƳŀǊƪŜt dynamics do 

not apply in this industry; again, consumers are not aware of actual costs and, as long as 

an employer-insurance based, third-party payer system exists, consumers are not 

directly responsible for paying the majority of costs.  There is little incentive for 

physicians and other health care providers to innovate to reduce costs or increase 

quality.  In fact, a recent study found that 46% of physicians admitted that they did not 

report medical errors to appropriate authorities, although up to 96% reported an 

awareness that they should do so (άIŀƭŦ ƻŦ ŘƻŎǘƻǊǎ ƳǳƳΣέ нллт).  It is estimated that up 

to 98,000 deaths occur annually because of medical errors in hospitals alone (IOM, 

2000). 

The concern about the current state of health care is evidenced by the fact that 

16% of Americans polled listed health care the primary issue to be addressed by the 

federal government; this issue was second only to the war in Iraq 

(http://www.pollingreport.com/prioriti.htm).  Consequently, every one of the sixteen 

2008 Presidential candidates had outlined some proposal for changes to health care as 
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part of his/her platform (KFF, 2007).  In general, these proposals fall into two categories: 

1. increasing access and coverage through expansion of governmental programs, tax 

subsidies, etc.; or 2. expanding through market-related changes (e.g. industry 

deregulation, health savings accounts, increasing competition and consumer choice).  

For the most part, these divisions seem to fall along party lines.  Namely, Democrats are 

in favor of expanding public programs and the vast majority advocate for universal 

health coverage.  Republican proposals point to returning health care to a consumer-

driven, free market in an attempt to increase access to affordable coverage. 

As this section has shown, the United States faces a serious health care crisis.  

These problems are compounded by our collective awareness of what health care 

άǎƘƻǳƭŘέ ōŜ ǿƛǘƘ ǊŜƎŀǊŘ ǘƻ ǇŀȅƳŜƴǘ ǎǘǊǳŎǘǳǊŜ and unlimited access to resources.  

Importantly, many of the ideas inherent in this consciousness are the result of legislative 

changes that have occurred over the past 30-40 years.  Despite this relatively brief 

period of time, these expectations regarding delivery of and payment for services have 

become ingrained.  Shifting this consciousness may seem to be the most difficult aspect 

of the proposed changes that follow; however, as demonstrated previously, Americans 

are already increasingly dissatisfied with and suspicious of the insurance industry, 

prescription medication companies and governmental management of social programs.  

Initially utilized in an ongoing attempt to manage costs, insurance companies have 

added a level of bureaucracy and cost to patients and providers.  Governmental 

programs are inherently bureaucratic in nature and as such, management of funding, 

outcomes, and implementation are extremely problematic. 

 Most individuals are not accustomed to bearing sole responsibility for payment 

and management of the majority of their health care obligations and decisions.  The 

existing homeostasis of our current health care system must change and the only 

άreformέ currently suggested would only further disrupt individuals and our economy.  

In contrast, implementation of contained capitalism, as expressed through reformation 

of health care, achieves a balance of consumer sovereignty within the context of 

community.   
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AXIS I: HEALTH CARE MECHANICS 

 

ά¢ƘŜ Ƴƻǎǘ ƎŜƴŜǊŀƭ ƭŀǿ ƛƴ ƴŀǘǳǊŜ ƛs equity-the principle of balance and symmetry which 

ƎǳƛŘŜǎ ǘƘŜ ƎǊƻǿǘƘ ƻŦ ŦƻǊƳǎ ŀƭƻƴƎ ǘƘŜ ƭƛƴŜǎ ƻŦ ǘƘŜ ƎǊŜŀǘŜǎǘ ǎǘǊǳŎǘǳǊŀƭ ŜŦŦƛŎƛŜƴŎȅΦέ  

Herbert Read 

  

 The most effective method through which to explain Contained Capitalism 

involves a detailed discussion ƻŦ ƛǘǎ άƳŜŎƘŀƴƛŎǎέ ŀǎ expressed through health care 

reform.  Contained Capitalism involves a number of structural components that 

empower communities to manage essential life needs, the first of which is access to 

health care services by all its members.  As Mises (1996) points out, capitalism must 

ŦǳƴŎǘƛƻƴ ŀǎ ŀ ƳŜŀƴǎ ǘƘǊƻǳƎƘ ǿƘƛŎƘ άǎƻǾŜǊŜƛƎƴǘȅ ƻŦ ǘƘŜ ŎƻƴǎǳƳŜǊέ Ŏŀƴ ōŜ ƳŀƛƴǘŀƛƴŜŘΦ  

In any system which attempts to promote a free market economy, the consumer must 

be viewed as a central concern of the system.  Government should play no role in the 

open marketΣ ŜȄŎŜǇǘ ǘƻ ǇǊƻǾƛŘŜ άǊǳƭŜǎ ƻŦ ŜƴƎŀƎŜƳŜƴǘέ ƻǊ ƭŀǿǎ ǘƘŀǘ άǎŜǘ ǘƘŜ ǎǘŀƎŜέ ŦƻǊ 

fair market exchange.  Additionally, as evidenced in the previous discussion of the 

current health care system in the United States, both privatization and governmental 

ƛƴǘŜǊǾŜƴǘƛƻƴǎ ŀǊŜ άǾƛǊǳǎŜǎέ ǘƘŀǘ are compromising equitable access to and effective 

delivery of medical services to consumers.  Contained Capitalism recognizes the 

importance of social cooperation as a means through which the actualizing community 

is made possible.   The structural components of the model serve to balance the needs 

of consumers and providers in service of attaining ƻǾŜǊŀƭƭ ŎƻƳƳǳƴƛǘȅ άƘŜŀƭǘƘΦέ     

It is important to note that the following is merely an introduction to the 

mechanical properties of Contained Capitalism.  These descriptions are intentionally 

limited and are, by no means, a comprehensive explanation of the mechanics or process 

required for implementation.  Future publications will address both the theory and 

mechanics in much greater detail, including further development of the remaining axes.  

In addition, a study of components ŀǘ ǘƘŜ ŜȄŎƭǳǎƛƻƴ ƻŦ ǘƘŜ άǿƘƻƭŜέ is largely artificial 
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and often demonstrates limiting benefit.  As such, following a summary of each element 

of the model, discussions focus on the structure, process, and motion of the system in 

its entirety. 

It is vital that the limitations of Contained Capitalism be recognized and that 

clear boundaries are established to consistently address these limitations.  Namely, the 

model must only be used as a new approach to managing community-based, universal 

human needs.  Contained Capitalism serves the defined community and cannot be 

developed or skewed in ways that maximize business enterprise.   
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Illustration B: Static Model (labeled)

 

 

 

REGIONAL ALLIANCE MECHANICAL FORMULATIONS 

 

Illustration C: Consumer Coalition 

 

 

Consumer Mechanics 

Consumer Coalition 
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 Within Contained Capitalism, the Consumer Coalition is defined by geographical 

region ς all business, governmental and individual entities within that region become 

members of the coalition.  All entities can be categorized into the following groups:  1. 

small businesses within the region (defined by number of employees); 2. satellite offices 

or plants of national/international companies within that region; 3. governmental 

employees, the indigent, and others that rely on the government for health care; and 4. 

individuals who independently acquire health care.  It is important to note that these 

entities are but convenience terms and do not reflect any distinctive value in the 

system, beyond providing άƘƻǳǎŜǎέ ǿƛǘƘƛƴ ǿƘƛŎƘ each and every consumer exists.  The 

Consumer Coalition includes all individuals within a carefully defined region and forms a 

cohesive whole.  Each business form, including the stand alone individual, can be viewed 

as a basic economic building block of άŎƻƴǎǳƳŜǊΦέ  

 Following the impressive discoveries in quantum theory, we must be careful to 

not over-ƛƴŘǳƭƎŜ ƛƴ ŀ ŘƛǎŎǳǎǎƛƻƴ ƻŦ ǘƘŜ άŎƻƴǎǳƳŜǊέ ŀǎ ǘƘŜ ōŀǎƛŎ ŜƭŜƳŜƴǘ ƻŦ ǘƘŜ ǿƘƻƭŜΦ  

Community and individual must be viewed as indivisible and reflective of one another; 

the consumer is the community and the community is the consumer.  In this model, too 

much of a focus on the needs of any individual artificially separates the concept from 

the whole.  While each consumer will undoubtedly benefit from the impact of the 

model, it is the community that provides a context within which the consumer exists.  It 

is important to note that, in this model, tƘŜ άǿƻǊƪŜǊέ ŎƻƴǎǳƳŜǊ ƛǎ ƴƻ ƳƻǊŜ ŜƴǘƛǘƭŜŘ ǘƻ 

basic human need fulfillment than his indigent or elderly/retired counterpart.  Value-

driven ideologies regarding consumers are dangerous and have, across time, promoted 

antagonism, injustice, and disparity regarding what should be provided and to whom.  

When consumer is community, no one emerges as more άentitledέ ǘƻ ƘŀǾŜ ǘƘŜƛǊ 

essential life needs met. 

 Within this framework of individual/community, it is important to recognize that 

MisesΩ (1996ύ ǾƛŜǿ ƻŦ ŎŀǇƛǘŀƭƛǎƳ ŀǎ ŀ ǎȅǎǘŜƳ ǘƘŀǘ ǇǊƻƳƻǘŜǎ ǘƘŜ άǎƻǾŜǊŜƛƎƴǘȅ ƻŦ ǘƘŜ 

ŎƻƴǎǳƳŜǊέ ŎƻƴǘƛƴǳŜǎ ǘƻ ǊŜƳŀƛƴ ǾŀƭƛŘ ǿƛǘƘƛƴ ǘƘŜ άǎǇƘŜǊŜέ ƻǊ άȊƻƴŜέ ƻŦ /ƻƴǘŀƛƴŜŘ 

Capitalism.  In fact, the consumer/community paradox reflects a higher-order 
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expression of MisesΩ view of this important tenet.  Regarding universal, basic human 

needs, we can modify this notion of sovereignty of the consumer so that it is expressed 

as oneness with the community.  This expression, of course, must and should be limited 

to the needs that every society should afford its citizens.   

 

Small Businesses 

 A principal design purpose of this system involves the creation of a mechanism 

through which small businesses within a defined region can join a larger body, thereby 

maximizing their negotiation and buying power.  Small businesses have become an 

ƛƳǇƻǊǘŀƴǘ ŜŎƻƴƻƳƛŎ άŜƴƎƛƴŜέ ǿƛǘƘƛƴ ƻǳǊ ŜŎƻƴƻƳȅΣ ǇŀǊǘƛŎǳƭŀǊƭȅ ƎƛǾŜƴ ǘƘŜ ƭƻƴƎ ǘǊŜƴŘ ƻŦ 

down-turn, outsourcing, and out-of-country relocation of many large corporations.  

However, small businesses remain at a constant disadvantage, lacking volume and the 

skill set required to negotiate better terms for necessary products and services.  While 

Contained Capitalism does not make adjustments for standard goods and services, it 

does nonetheless foster purchasing power regarding health care and other basic human 

needs as established in the regional alliance.  By joining a regional coalition, a duality of 

identity emerges; namely, each business maintains a seǇŀǊŀǘŜ άǎŜƭŦέ ƛŘŜƴǘƛŦȅ ǿƘƛƭŜ 

ǎƛƳǳƭǘŀƴŜƻǳǎƭȅ άƳŜǊƎƛƴƎέ ǿƛǘƘ ƻǘƘŜǊǎ ƛƴ ŀƴ ŜŦŦƻǊǘ ǘƻ ƴŜƎƻǘƛŀǘŜ ƻƴ ŀ ƭŀǊƎŜǊ ǎŎŀƭŜΣ ŀǎ ƛŦ 

this conglomeration were in itself a large corporation.  While any business owner or 

manager within this coalition can become more active within the system, it is entirely 

voluntary.  Small businesses and other business types can continue to focus on their 

business with little or no responsibility to the system.  However, the most critical activity 

for any business within the Consumer Coalition is to ensure that representation of their 

needs is secured through their active participation in the voting process.  The Coalition is 

significantly dependent upon involvement and participation regarding, among other 

things, the election of board members and, when necessary, health service mandates 

(e.g. change in offerings, additional benefits, employee auditing, etc.)  The costs to these 

companies would be entirely manageable, in part based on the sheer size of the 
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coalition.  As importantly, the cost savings for owners of family-run businesses within 

this new system would significantly offset employee health care liabilities.   

!ǎ ƴƻǘŜŘ ŀōƻǾŜΣ /ƻƴǘŀƛƴŜŘ /ŀǇƛǘŀƭƛǎƳΩǎ ǎƻƭŜ ǇǳǊǇƻǎŜ ƛǎ ǘƻ ŜŦŦƛŎƛŜƴǘƭȅ ƳŀƴŀƎŜ 

community-based, universal needs.  It is critical that the system not deviate from these 

needs by assisting businesses in their endeavors to negotiate for those products and 

services that benefit their enterprise.  If this were the case, the coalition would 

constitute a cooperative and would be in violation of the underlying philosophy of the 

model.  Contained Capitalism does not support sovereignty of the business and 

recognizes that the larger, open market economy is best left to the natural nexus of 

cooperation and exchange.  Business cooperatives intending to negotiate lower costs for 

open market needs must form naturally and harmonize not with Contained Capitalism 

but with the larger, open-market system.  However, these cooperatives cannot be 

sanctioned by the community and can, in no way, be seen as community-based.  

Consumer sovereignty must always prevail within a capitalistic economy.  Contained 

Capitalism serves the community, just as an open-market economy serves free 

enterprise and unfettered exchange.   

   

Large Corporations 

 While large corporations in this country have enjoyed the privileges that result 

from buying and negotiating power based on sheer size, problems and costs do surface 

with the need to run complex, multi-site enterprises.  It is often the case that 

management of health care and other employee benefits requires focused and costly 

action, both within a local site as well as from the regional or national headquarters of 

the company.  The model requires that any and all businesses within a defined region 

join the Coalition; as sucƘΣ ŀ ƭŀǊƎŜ ƴŀǘƛƻƴŀƭ ŎƻǊǇƻǊŀǘƛƻƴ Ŏŀƴ ōŜ άŘƛǾƛŘŜŘέ ƛƴǘƻ ǎƳŀƭƭŜǊ 

segments, each site or plant joining the region where the site is physically located.  

Contained Capitalism provides a unique opportunity for significant cost savings among 

national corporations, as management of employee benefits falls under the purview of 

the management systems within the regional alliance.  This new approach revolutionizes 
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the internal management of employee benefits, creating significant down-sizing of 

management and personnel functions of that company.   

 

 

 

Government 

 The governmental entity within the Consumer Coalition consists of three 

member types: actual employees of the government, individuals (and families) who are 

indigent, disabled, elderly, or otherwise dependent upon governmental assistance, and 

active and retired military personnel.  It is essential that the role of government be 

clearly defined and that no confusion exists regarding the way in which government 

participates in the system.  Specifically, government within every defined region joins 

that respective Consumer Coalition and has no distinction beyond the role of consumer 

or customer.  Just as with the other business forms, government is viewed as a 

consumer seeking the satisfaction of a need for those under its purview.     

 As is the case for large corporations, government would undergo transformation 

ŀǎ ŀ ǊŜǎǳƭǘ ƻŦ ǘƘŜ ƳƻŘŜƭΩǎ ƛƴƛǘƛŀǘƛǾŜǎΦ  DƻǾŜǊƴƳŜƴtal agencies charged with managing 

federal employee benefits as well as Medicare, Medicaid and other health insurance 

subsidized programs would no longer be required to oversee these programs.  This 

change inevitably leads to significant structural changes and cost savings, ostensibly 

resulting in a massive down-sizing of government. 

 The implementation of the health care axis of Contained Capitalism serves to 

engineer an important shift in perception regarding both the working poor and the 

unemployed.  Aƴ ƛƴƘŜǊŜƴǘƭȅ Ǿƛǘŀƭ ǇǊƛƴŎƛǇƭŜ ǊŜǉǳƛǊŜŘ ŦƻǊ ǘƘŜ ƳƻŘŜƭΩǎ ǎǳŎŎŜǎǎ ƛƴǾƻƭǾŜǎ 

Consumer Cƻŀƭƛǘƛƻƴ άǎǇƘŜǊƛŎŀƭ ǾƻƭǳƳŜέ ǿƘƛŎƘ ǇǊƻƳƻǘŜǎ ŎƻƴǎǳƳŜǊ ǇǳǊŎƘŀǎƛƴƎ ǇƻǿŜǊ.  

In this way, the indigent become an essential ingredient to foster the CƻŀƭƛǘƛƻƴΩǎ ŀōƛƭƛǘȅ 

to negotiate and pay for health services.  It should be understood that whether the 

government, employer, or individual pays into the system, the overall result is an 

increase in revenue to the Consumer Coalition.  The indigent will no longer be viewed as 
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a άŘǊŀƛƴέ on the system but rather, a contributor to the success and well-being of any 

given regional alliance.  Finally, in regard to the indigent, the outcome of the health care 

axis is increased health and well-being.  This outcome may increase the likelihood that 

many of these individuals attain a higher level of health and, therefore, the ability to 

seek viable employment. 

 

Individual Members 

 The final type of consumer group includes individuals within a community who, 

for various reasons, are not included in any of the above categories.  These individuals 

may be between jobs, independently wealthy, or in an initial phase of small business 

development (sole proprietorship).  In any case, the individual enrolls directly in that 

regional alliance health care system.  !ŎŎŜǎǎ ǘƻ ŀŦŦƻǊŘŀōƭŜ ƘŜŀƭǘƘ ŎŀǊŜ ŀǎ ŀƴ άƛƴŘƛǾƛŘǳŀƭέ 

increases the likelihood that people will feel a sense of freedom which allows pursuit of 

alternate career paths, business enterprise, continuing education, and various forms of 

entrepreneurship.  Perhaps the greatest benefit regarding the option of individual 

membership is the opportunity for self-appraisal and development, no matter the 

ǇŜǊǎƻƴΩǎ age, employment status, or educational background.  As discussed previously, 

many Americans ŀǊŜ ƛƴ ǎƛǘǳŀǘƛƻƴǎ ƻŦ άƧƻō ƭƻŎƪέ ŘǳŜ ǘƻ ŦŜŀǊ ƻŦ ƭƻǎƛƴƎ ŎƻǾŜǊŀƎŜΦ  [ŜŀǾƛƴƎ 

such a position may permit for development of other interests, which could directly 

benefit the community and economy as a whole.  This new system provides seamless 

coverage for every citizen in this country.  Given this benefit, individuals will experience 

greater freedom in their education, careers, and lives. 

 

Consumer Board of Directors 

A fundamental and essential property of Contained Capitalism involves the idea 

of constructive and fruitful representation at various points within the system.  This 

governing principle is extremely important in the Consumer Coalition, as businesses 

must be free to pursue their activities in the market without facing the administrative 

costs and bureaucracy associated with management of health care benefits.  
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Representation within a defined community allows for direct accountability to 

ƳŜƳōŜǊǎΤ ǘƘƛǎ άƭƻŎŀƭƛȊŜŘέ ǊŜǇǊŜǎŜƴǘŀǘƛƻƴ ƛǎ ōŜǎǘ ŜŦŦŜŎǘǳŀǘŜŘ ǿƘŜƴ ǘƘƻǎŜ ǿƘƻ ǊŜǇǊŜǎŜƴǘ 

the membership are themselves subject to the decisions that are made.  Contained 

Capitalism requires the formation of a Board of Directors to oversee, secure, and 

protect the interests of every consumer within a given regional alliance.  A recurring 

theme throughout the model relates to transparency and self-governance; these ideals 

are largely manifested through comprehensive systemΩs outcomes assessment.  This 

concept is discussed in great detail later in this proposal. 

 Procedures regarding the formation of the Consumer Coalition Board of 

Directors must follow typical democratic processes.  Although a full discussion is well 

beyond the scope of this paper, the Consumer Coalition Board of Directors also elects 

full-time, salaried Officers to oversee and promote the welfare of the coalition 

members.  In general, the tasks of the Board and its Officers are oversight and 

ǇǊƻǘŜŎǘƛƻƴ ƻŦ ƳŜƳōŜǊǎΩ rights and services, direction and supervision of the Consumer 

Coalition Management System, assisting in άǊŜŀƭ-ǘƛƳŜέ ŀƴŀlysis of services through 

consensus-driven outcome measures, development of on-going, productive 

relationships with the Service Alliance Board and Officers, participation in accreditation 

processes and relevant interactions with the National Institute, representation of the 

Regional Alliance in the National Assembly of Consumers, and solicitation of additional 

(i.e. new, innovative, etc.) services deemed relevant and necessary to the care of its 

members. 

 

Consumer Coalition Management System 

The health care axis requires the formation of a management system whose 

purpose is to manage finances and services on behalf of the Consumer Coalition.  The 

vast majorƛǘȅ ƻŦ ǘƘŜ ŎƻŀƭƛǘƛƻƴΩǎ ǿƻǊƪ occurs within this component; in many respects, 

the Management System will be similar in structure and process to that of the systems 

currently in place for both health care insurers and personnel departments of large 

corporations.  The primary functions of the Consumer Management System are:  1. 
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management of coalition finances; 2. contractual issues with service providers (including 

initial and on-going coordination of the process); and 3. participation in both formative 

and summative evaluation measures as a part of SȅǎǘŜƳΩǎ Outcomes Assessment.  The 

ƳŀƴŀƎŜƳŜƴǘ ǎȅǎǘŜƳ ƛǎ ƻǾŜǊǎŜŜƴ ōȅ ǘƘŜ .ƻŀǊŘΩǎ hŦŦƛŎŜǊǎΦ   

 

 

 

Service Alliance Mechanics 

Illustration D: Service Provider Alliance 

 

 

 A unique aspect of the health care axis involves the creation of a Health Service 

Alliance within each region in order to further organize all health service providers into a 

three-tier, intervention system.  As is the case in the Consumer Coalition, members of 

the Service Alliance will remain free to manage their own affairs, grow business through 

service quality and innovation, and pursue cooperative relationships with others.  In no 

way does Contained Capitalism prevent innovation and entrepreneurship to pursue a 

larger market share, including the development of opportunities outside of any 

respective regional alliance.  Contained Capitalism is an economic system that not only 

promotes health service business growth, it depends upon it.  Such opportunities to 

cultivate wealth are central to tƘŜ ƳƻŘŜƭΩǎ ƛƴǘŜƎǊƛǘȅΦ  ²ƛǘƘƻǳǘ ǘƘŜǎŜ ŎŀǇƛǘŀƭƛǎǘƛŎ 

properties firmly in place, consumer choice would undoubtedly be compromised and 

may result in regional dominance and monopolistic tendencies by the strongest 

providers.  It is therefore important to note that Contained Capitalism promotes free 

market enterprise, social cooperation, and catalytic competition; these ideals are 

preserved in service of encouraging business growth and diversity.   
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Another vehicle for facilitating competition involves the structural necessity of 

building a three-tier intervention system.  This tiered model of health service, among 

other things, reflects a growing trend toward holistic and preventative care.  A 

consumer-based, community-oriented system cannot succeed without service business 

innovation, which has been stagnated by privatization and socialistic health care 

models.   

 

Health Service Alliance  

Every person within the system is provided a necessary and comprehensive 

menu of services.  All health service providers are able to contract with the Consumer 

Coalition for inclusion in the provider alliance; providers obtaining such inclusion will 

partake in a constant process of outcomes assessment to measure effectiveness.  In 

exchange, each provider will benefit from the administrative functions handled on their 

behalf by the Provider Alliance Management System.  Service Providers within the 

alliance will have the opportunity to increase business revenues through reliance on the 

management system instead of hiring and maintaining extensive office staff to handle 

these functions.  This model proposes interventions that are categorized into three 

levels: primary, secondary, and tertiary.  A discussion of each of these follows.  

 

Levels of Intervention 

 Again, the limitations of this proposal prohibit extensive dialogue regarding the 

levels of intervention as delineated in the visual model.  In general, the mechanics must 

encourage the full integration of health care services in an effort to develop a 

ŎƻƳǇǊŜƘŜƴǎƛǾŜ άŎƻƴǘƛƴǳǳƳ ƻŦ ŎŀǊŜ.έ  Catalytic competition will also encourage 

innovation, service development, and expansion, as identified needs and system 

shortfalls equate to provider opportunity.   In other words, community-based 

management of essential life needs does not equate to provider constraint, as long as 

the service and method for providing the service do not violate contractual conditions 

(frame of law).   
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 An important tenet of the health care system involves the development of 

preventative and early intervention measures (discussed below).  Aside from the 

obvious benefit of improved patient care and quality of life enhancement, the significant 

cost savings for system orientation toward such practices are enormous.  However, 

building such systems is useless if the average individual is not effectively encouraged to 

access these services.  The current health care system in America has produced a 

number of secondary negative effects.  For example, many people believe that anti-

depressants are all that is required to treat any and all forms of depressive conditions; 

those who suffer from chronic pain believe that the only remedy of value is powerful 

narcotics.   Last but not least, there is a pervasive blindness or denial regarding the value 

of lifestyle changes as an effective means through which to combat a multitude of 

ŀƛƭƳŜƴǘǎΦ  CƻǊ ŀ ǎȅǎǘŜƳ ǘƘŀǘ ǇǊƻǾƛŘŜǎ ŀ ŎƻƳǇǊŜƘŜƴǎƛǾŜ άŎƻƴǘƛƴǳǳƳ ƻŦ ŎŀǊŜέ ǘƻ ŀŎǘǳŀƭƭȅ 

work, it must encourage dynamic participation and personal commitment from those it 

is designed to effect.  As a result, health care delivery mechanics will incorporate 

principles of operant conditioning as a means through which patient commitment to 

preventive care and treatment compliance is reinforced.  One example of such 

conditioning is the idea of Health Incentive Dollars (HIDs), which will constitute the 

primary reinforcement ƳŜǘƘƻŘ ǘƘǊƻǳƎƘ ǿƘƛŎƘ άǇƻƛƴǘǎέ ŀǊŜ ŜŀǊƴŜŘ ŦƻǊ ǇŀǘƛŜƴǘ 

responsibility and compliance.  Patients will be awarded health care credits that could 

be applied in any number of ways, including reduction in out-of-pocket expenses for 

other services.   For example, HIDs could be used to reduce the cost of acupuncture, 

massage, or reflexology sessions.  In this way, HIDs ƘŀǾŜ ŀ Řǳŀƭ ǇǳǊǇƻǎŜΤ ǘƘƛǎ άǊŜǿŀǊŘέ 

functions both as a positive reinforcement for patientsΩ active participation in 

preventative care, as well as becoming a ǎȅǎǘŜƳΩǎ Ŏŀǘŀƭȅǎǘ to encourage growth of an 

ever-evolving holistic approach.  Specific incentives should be incorporated into patient 

compliance regarding annual physicals, which are viewed in many respects as the most 

important preventative intervention measure.  In general, the new health care delivery 

system must encourage patient responsibility and a proactive commitment to all levels 

of treatment intervention. 
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Õ Primary Level of Intervention - Primary level interventions are comprised of services 

which promote prevention of risk factors and illness within the general population.  

Traditional health care preventative services include physicals, age-appropriate disease 

screening (i.e. colonoscopy), gender-specific examinations (i.e. mammograms), and 

wellness checkups (i.e. pre-natal and child care).  The new health care delivery system 

should also incorporate educational programs designed to encourage the dissemination 

of information and patient proactive involvement in self-care.  Additionally, Employee 

Assistance Programs (EAP) play a vital role in the system of preventative care.  Most 

importantly, the individual must be encouraged in every way possible to adopt a new 

philosophy regarding mental and physical health.  This perspective also reflects a 

concern for the well-being of others and as a whole, the community within which the 

individual lives.  There is new balance between self and community that can be 

actualized only when the individual recognizes his profound value to the greater whole.  

The genuine concern regarding the welfare of others constitutes the transformation 

ǇǊƻŎŜǎǎ ƴŜŎŜǎǎŀǊȅ ǘƻ ƻǾŜǊŎƻƳŜ ǘƘŜ άƭŜŀǊƴŜŘ ǎǘŀǘŜ ƻŦ ƘŜƭǇƭŜǎǎƴŜǎǎέ ǇŜǊǾŀǎƛǾŜ ƛƴ ƳƻŘŜǊƴ 

society.  Primary level interventions reflect more than just physicals, disease screenings, 

and check-ups.  It is a philosophy of intended action and resolve to play a role in both 

the actualizing of self and the community.  For example, the cessation of violence and 

ŜȄǇƭƻƛǘŀǘƛƻƴ ƻŦ !ƳŜǊƛŎŀΩǎ ŎƘƛƭŘǊŜƴ Ƴǳǎǘ ōŜ a priori in every community.  Every adult 

Ƴǳǎǘ ǿƻǊƪ ǘƻǿŀǊŘ ǎȅǎǘŜƳΩǎ ǎƻƭǳǘƛƻƴǎ ǿƘƛŎƘ ǇǊŜǾŜƴǘ ǎǳch brutal transgressions against 

ǎƻŎƛŜǘȅΩǎ ŎƘƛƭŘǊŜƴΦ  Lƴ ǘƘƛǎ ǿŀȅΣ ǘƘŜ ƴƻǘƛƻƴ ƻŦ ǇǊƛƳŀǊȅ ƭŜǾŜƭ ƛƴǘŜǊǾŜƴǘƛƻƴǎ ŜȄǘŜƴŘǎ ǿŜƭƭ 

beyond the traditional definition.  In the health care axis, the essential philosophy of 

preventative care must also be applied to the community.  Fear creates sickness and the 

best medicine for disease manifestation in the child is to work to reduce the fear that is 

generated in an unstable environment.  Erikson (1980) believed that the most important 

psychosocial challenge involved the acquisition of trust.  It is in trust that the individual 

views the world as safe and predictable.  It is in trust that one acquires the belief that 

essential wishes in life will be achieved.  There can be no self-actualizing tendency when 

the environment produces fear and mistrust.   

Õ Secondary Level of Intervention - Although a concerted effort has been made to create a 

philosophy of care which includes preventative interventions (primary), the idea of 

ƛƴǘŜǊǾŜƴƛƴƎ ƻƴ ōŜƘŀƭŦ ƻŦ ǘƘƻǎŜ ŘŜŜƳŜŘ ǘƻ ōŜ άŀǘ-Ǌƛǎƪέ ŦƻǊ ŘŜǾŜƭƻǇƛƴƎ ŀ ǇŀǊǘƛŎǳƭŀǊ ƛƭƭƴŜǎǎ 
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appears to be somewhat elusiveΦ  ά!ǘ-Ǌƛǎƪέ ƛƳǇƭƛŜǎ ŜŀǊƭȅ ŘŜǘŜŎǘƛƻƴ ƻŦ ǘƘŜ ƛƴŘƛŎŀǘƻǊǎ ƻŦ 

illness and with that information, instituting care strategies that collectively work to 

avoid the manifestation of the disease.  To achieve this, it is imperative that a number of 

chronic conditions be clearly identified as precursors of potential disease.  For example, 

while obesity is highly correlated with the development of diabetes, it is also an obvious 

indicator of a variety of other potentially catastrophic conditions.  One of these may 

already be manifested in the individual, contributing to the excessive weight gain.  A 

possible concurrent condition with obesity may be dysthymic disorder; this άƭƻǿ ƎǊŀŘŜέ 

depressive condition is often quite difficult to detect particularly in children.  Referring 

an obese child who suffers from dysthymic disorder to nutrition classes does little to 

ŀŘŘǊŜǎǎ ǘƘŜ ǳƴŘŜǊƭȅƛƴƎ ŎŀǳǎŜ ƻŦ ǘƘŜ ƻōŜǎƛǘȅΦ  ¢ƘŜǊŜŦƻǊŜΣ ƛǘ ƛǎ ƛƳǇŜǊŀǘƛǾŜ ǘƘŀǘ άƳƻŘŜƭǎ ƻŦ 

ƛƴǘŜǊǾŜƴǘƛƻƴέ ōŜ ŎƭŜŀǊƭȅ ŘŜǾŜƭƻǇŜŘ ǘƻ ǇǊƻƳƻǘŜ ŎƻƳǇǊŜƘŜƴǎƛǾŜ ŀǎǎŜǎǎƳŜƴǘΣ ŘƛŀƎƴƻǎƛǎ, 

ŀƴŘ ǘǊŜŀǘƳŜƴǘ ƻŦ ǘƘŜ άŀǘ-Ǌƛǎƪέ ŎƻƴŘƛǘƛƻƴΦ  /ŀǊŜ ǇǊƻŦŜǎǎƛƻƴŀƭǎ Ƴǳǎǘ ŎƻƻǊŘƛƴŀǘŜ ŀƴŘ 

synergize their efforts to maximize treatment success by insuring that άsuccessέ is 

appropriately defined.  !ŎƘƛŜǾƛƴƎ ŀ ǘƘƛƴƴŜǊ ŦƻǊƳ ƳŀȅΣ ƛƴ ŦŀŎǘΣ ǊŜƳƻǾŜ ǘƘŜ άƛǎƻƭŀǘƛƻƴέ 

which previously prevented the child from development of a more serious depressive 

disorder. 

Õ Tertiary Level of Intervention - While the American health care system is clearly rooted 

in tertiary intervention, there are a number of serious misperceptions regarding the 

nature of treating illness.  A new philosophy of care must be developed which 

recognizes the value of holistic treatment of the individual rather than the condition.  

Some may argue that this idealized perspective is ōŜȅƻƴŘ ǘƘŜ ǎŎƻǇŜ ƻŦ ǘƘŜ ǇƘȅǎƛŎƛŀƴΩǎ 

focus and duty.  Indeed, the current model must be transformed into a comprehensive 

approach to patient careΦ  !ƭǘƘƻǳƎƘ ǘƘŜ ǘŜǊƳ άŎŀǎŜ ƳŀƴŀƎŜƳŜƴǘέ Ƙŀǎ ǊŜŎŜƴǘƭȅ ōŜŜƴ 

utilized, a higher from of this concept must be developed in service of the individual and 

his or her family.  Patient care must also include a revised philosophy on both chronic 

illness and death.  Medical interventions have limitations and to believe otherwise 

engenders a false sense of hope.  Humankind must evolve in its view of life and death 

and that passing from this world is but another birth.  While this may appear to be a 

spiritual perspective, it should nonetheless play an important role in medicine.  The 

individual may come to recognize, through a new connection to the community, that 

resources dedicated to self-care must be reasonable and provide an expectation of 
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improved health outcomes.  Community-minded individuals realize that over-utilization 

impacts the well being of others in need.  For example, it may be best for the terminally 

ill individual to recognize the truth of the condition and, as a result, determine that 

extensive utilization of resources diminishes the community.   

 

 

 

Health Service Alliance Board of Directors 

 As in the Consumer Coalition, the Health Service Alliance has a localized 

representative body which supports, defends, and represents the needs of alliance 

members.  This Board of Directors provides parallel symmetry and consistency with the 

consumer side of the model.  The Health Service Alliance Board of Directors and its 

Officers also work with the regional Research Center and National Institute in the 

accreditation process.  This Board also participates in {ȅǎǘŜƳΩǎ hǳǘŎƻƳŜǎ !ǎǎŜǎǎƳŜƴǘ, 

as discussed in a later section.  Again, transparency and democratic process is integral to 

the success of the model; the board members and officers must be elected through such 

a process.  The salaried Board Officers are responsible for oversight of the management 

system on the Service Provider side of the model; members of the Service Alliance 

Board serve as delegates for the providers and liaisons with the National Institute to 

resolve conflicts and address concerns.  

 

Service Alliance Management System 

 As with the Consumer Coalition, a management structure is created to offer 

administrative support and functions for service providers within the alliance.  This 

management structure is overseen by the Service Alliance Board of Directors and its 

Officers and is responsible for the following: 1. all billing functions to obtain payment for 

providers; 2. patient information management and maintenance of electronic records; 

and 3. facilitation and organization of the process associated with contract compliance, 

contracting, and proposals. 
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ReǎŜŀǊŎƘ /ŜƴǘŜǊ ά.ǊŀŎƪŜǘέ 

Illustration E: Research Center and Outcome όάhέύ Rings 

 

 

 Implementation of the health care axis requires a mechanism through which all 

research and outcomes assessment processes can be coordinated and validated.  This is 

accomplished through the creatioƴ ƻŦ wŜǎŜŀǊŎƘ /ŜƴǘŜǊ ά.ǊŀŎƪŜǘǎέ which are comprised 

of colleges and universities within the region.  As many of these institutions play pivotal 

roles in the training of key health services personnel, it is only logical that these 

institutions can make unique contributions to the overall system.  It is imperative that 

the research centers be funded via grants from the federal government.  Grants will 

allow for the centers to remain autonomous within the system, working on what is in 

the best interest of the community within the context of accreditation standards and 

legal statutes.  Grant funding is also necessary to avoid the creation of a new 

governmental agency.  If the centers are established and believe that funding is 

guaranteed regardless of their performance or outcomes, motivation to maintain 

excellence and effectiveness is significantly decreased.  The Research Centers function 

ŀǎ άǘƘƛƴƪ-ǘŀƴƪǎέ ƛƴ ŜŀŎƘ ǊŜƎƛƻƴΤ ŘǳŜ to the nature of these centers, it could be said that 

outcomes assessment operations arŜ ōŜƛƴƎ άƻǳǘǎƻǳǊŎŜŘέ ŦǊƻƳ ƎƻǾŜǊƴƳŜƴǘŀƭ ōƻŘƛŜǎ ǘƻ 

non-profit educational institutions.  Of critical importance in the success of this model is 
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ƘŜƛƎƘǘŜƴƛƴƎ ǘƘŜ ǊƻƭŜ ŀƴŘ ǇǊƻƳƛƴŜƴŎŜ ƻŦ ǘƘŜ άǘƘƛƴƪŜǊǎέ ƛƴ ǎƻŎƛŜǘȅΤ ǳǘƛƭƛȊƛƴƎ ƛƴǎǘƛǘǳǘƛƻƴǎ ƻŦ 

higher education to play a pivotal part in this model helps to accomplish that goal.  

 Mechanically, the regional research institute serves as a structural component 

ǘƘŀǘ άōǊŀŎŜǎέ ƻǊ άōǊƛŘƎŜǎέ the consumer and service components of the community.  

Principal functions of the Research Centers include: 1. development and 

implementation of assessment instruments; 2. data mining, collection, and analysis; 3. 

initial and ongoing training for a variety of needs within the system (i.e. computer 

software training, assessment tool development, employee development, etc.); and 4. 

oversight of the entire system.  The Research Centers insure that any instrument or 

assessment tool engineered is in service of the whole; these measures cannot be biased 

towards any one segment of the alliance.  For example, the billing form must reflect the 

needs of the entire system, not just those of the service provider or purchaser.  Reports 

generated by the Research Center are critical in the accreditation process for each 

region; the Research Centers also serve as primary sources of data and contact for the 

National Institute.  

 

Research Center άh-wƛƴƎǎέ 

 Once implementation of the health care axis is completed, the Research Center 

άh-Ringsέ are deployed.  The άOέ (Outcome) Rings are each comprised of professionals 

associated with the regional Research Centers; however, these employees are physically 

housed at the same location with their respective Board Officers.  The primary purpose 

of this group is to provide direct, on-site, ongoing support for the Board and its Officers 

ǊŜƎŀǊŘƛƴƎ {ȅǎǘŜƳΩǎ hǳǘŎƻƳŜǎ !ssessment.  Responsibilities of thoǎŜ ǿƛǘƘƛƴ ǘƘŜ άh-

wƛƴƎǎέ ƛƴŎƭǳŘŜΥ 1. data collection and analysis, in conjunction with the Research Bracket; 

2. support and assistance for Board members and Officers in terms of report 

interpretation; and 3. ensuring proper functioning of the management systems.  The 

Research Centers and O-Rings serve the region as a cohesive whole regarding the flow 

of information and execution of change(s) as a result of data analysis.  They are also 

responsible for all facets of information technology, including research and decision-
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making regarding hardware and software products appropriate to meet the needs of 

the region. 

 

Illustration F: National Structure 

 

 

National Structure 

Illustration F depicts the structure for the national organizations and the role 

each will play in support of every regional alliance throughout the country.  It is through 

this national structure that regions develop interconnectedness and a knowledge that 

various, dynamic opportunities for networking exist.  The national structure will be 

developed to assist each regional alliance in attaining their individual goals; however, it 

also provides a forum and process for resolving global, national issues.  Although a full 

explanation of the mechanics and process of these national components is beyond the 

scope of this paper, a brief synopsis follows. 
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The National Institute 

Integral to successful implementation of the model is the establishment of a 

National Institute; in early stages, the primary purpose of this body is the accreditation 

of regional alliances as they are established within the system.  Following this initial 

accreditation process, the Institute is responsible for continuous and ongoing 

accreditation of regions.  The National Institute serves as a continuous source of support 

for regional alliances in several key ways.  It will be a veritable clearinghouse for regions, 

including best practices, new medical or technological innovations, and a 

comprehensive, centralized point of data collection and analysis.  The Institute has a 

unique overview of what is occurring on a national level; as a result, the Institute can 

serve as a problem-ǎƻƭǾƛƴƎ άǘƘƛƴƪ ǘŀƴƪέ ŀƴŘ Ƙŀǎ ǘƘŜ ǇƻǘŜƴǘƛŀƭ ǘƻ ǇǊƻǾƛŘŜ ǊŜƎƛƻƴǎ ǿƛǘƘ 

ideas and resolutions to issues that arise.  The Institute is a quasi-governing body and, as 

such, is the organization to handle disputes, resolve conflicts, and investigate complaints 

raised by regions.  Of course, the Institute would immediately refer to and involve the 

Department of Justice, as necessary. 

When describing the National Institute, of particular importance is the special 

relationship this body has with the President of the United States and her Cabinet.  The 

President serves in both an advisory and supportive capacity; she is available to the CEO 

of the Institute to discuss issues or concerns that are raised by the National Assemblies 

of Consumers or Providers.  Of course, there are certŀƛƴ ƪŜȅ ƳŜƳōŜǊǎ ƻŦ ǘƘŜ tǊŜǎƛŘŜƴǘΩǎ 

Cabinet that are involved in such discussions, depending on the scope and nature of the 

ŎƻƴŎŜǊƴΦ  ¢ƘŜǎŜ ŀǊŜ ŘƛǎǘƛƴƎǳƛǎƘŜŘ ƛƴ ǘƘŜ ƛƭƭǳǎǘǊŀǘƛƻƴ ŀǎ ǘƘŜ άǊŀƛǎŜŘέ ǎŜƎƳŜƴǘǎ ƻŦ ǘƘŜ 

tǊŜǎƛŘŜƴǘΩǎ /ŀōƛƴŜǘΦ  Lǘ ƛǎ ŜȄǇŜŎǘŜŘ ǘƘŀǘ ŦƻǳǊ key positions will play integral roles in the 

process of implementation and on-going support for regions: 1. Secretary of Commerce; 

2. Secretary of Health and Human Services; 3. Secretary of Labor; and 4. Attorney 

General. 
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The National Institute houses the National Assembly of Consumers, as well as a 

National Assembly of Providers.  More detailed information about each of these bodies 

follows. 

 

National Assembly of Consumers 

 The National Assembly of Consumers will function as a representative body for 

all consumers across the country and will be expected to bring forth issues and concerns 

that are being faced, in order to facilitate problem-solving and resolution.  Although this 

activity will take place on a regular basis, the Assembly will also conduct a national 

conference as another means by which ideas and innovations can be shared.  This group 

will, in essence, create its own coalition which can apply significant pressure on the 

government to correct obvious problems or injustices within the system.  The issue must 

be one that significantly compromises the system and in turn, its solution must be 

viewed as appropriate and necessary.  For example, there are currently significant 

restrictions regarding the purchase of any medications outside of the country.  In this 

example, the Assembly can work to pressure the Legislative branch to modify or remove 

these restrictions, allowing the Assembly and its body to engage in a free market 

negotiation. 

 

National Assembly of Providers 

 As an additional expression of a common theme throughout the model, a 

National Assembly of Providers is included to achieve balance and symmetry at the 

national level.  This Assembly is intended to be a representative body for providers 

across the country and a vehicle through which regional providers can raise awareness 

of issues and concerns on a national level.  As with the National Assembly of Consumers, 

the Assembly of Providers creates an opportunity for sharing best practices and 

innovations with providers from other regions.  This Assembly will also serve by 

participating in annual negotiations for national contracts.  In this process, it is 

necessary for both consumers and providers to be equally represented.  It is ineffective 
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and counterproductive for the consumer to dictate unreasonable prices and fee scales 

in the interest of financial savings; it is entirely possible that, if this were the case, 

providers may be driven out of business.  The Assembly will have access to optimal 

information regarding national trends in fee structure, άƴƻǊƳǎέ ǊŜƎŀǊŘƛƴƎ ǎŜǊǾƛŎŜ 

utilization, etc.  It is then possible to negotiate fair and competitive contracts for 

providers; again, transparency in the system is integral.  Because consumers will have 

full access to information, there is little likelihood that resentment will arise from the 

agreed upon fee structure. 

 

The Foundation 

 The Foundation obtains fees on an annual basis for support, information, 

accreditation, etc.  These fees are utilized, in part, to fund the operating budget for the 

National Institute (following an annual submission and approval process).  The 

remainder of the revenues are used to attain goals relating to furthering the evolution 

of the model, promoting the model to other nations, and support of other charitable 

causes and social programs as deemed appropriate ōȅ ǘƘŜ CƻǳƴŘŀǘƛƻƴΩǎ ƭŜŀŘŜǊǎƘƛǇΦ  

 

SYSTEMôS OUTCOMES ASSESSMENT (Illustration G) 
 

άPreventing errors means designing the health care system at all levels to make 

it safer.  Building safety into processes of care is a more effective way to reduce 

errors than blaming individuals (some experts, such as Deming, believe 

improving processes is the only way to improve quality).  The focus must shift 

from blaming individuals for past errors to a focus on preventing future errors by 

designing safety into the system.  This does not mean that individuals can be 

careless.  People must still be vigilant and held responsible for their actions.  But 

when an error occurs, blaming an individual does little to make the system safer 

and prevent someone else from committing the same error.έ  (National 

Academy of Sciences report, p. 5, 2000) 
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The following section is intended only to summarize the basic principles and 

ōŜƴŜŦƛǘǎ ƻŦ {ȅǎǘŜƳΩǎ hǳǘŎƻƳŜǎ !ǎǎŜǎǎƳŜƴǘ (SOA).  A more detailed discussion of 

ǎȅǎǘŜƳΩǎ ǘƘŜƻǊȅ ŀƴŘ ƻǳǘŎƻƳŜǎ ŀǎǎŜǎǎƳŜƴǘ ǿƛƭƭ Ŧƻƭƭƻǿ ƛƴ ƭŀǘŜǊ ǇǳōƭƛŎŀǘƛƻƴǎΦ  5ŜƳƛƴƎ 

(1988) revolutionized internal corporate processes by focusing on continuous self-

ŜǾŀƭǳŀǘƛƻƴΦ  ¢ƘŜ ƛƴƘŜǊŜƴǘ ŀǎǎǳƳǇǘƛƻƴ ǿƛǘƘƛƴ 5ŜƳƛƴƎΩǎ ƛƳǇǊŜǎǎƛǾŜ ǎȅǎǘŜƳ ƻŦ ¢ƻǘŀƭ 

Quality Management (TQM) was that άsystemέ consisted of a singular company and its 

internal mechanisms of accountability and product quality improvement. Whether the 

άǎȅǎǘŜƳέ ƛǎ ŀ ŦƻǊ-profit corporation, college or university, or health care conglomerate, 

the principles of TQM assume a free-ǎǘŀƴŘƛƴƎ άƻǊƎŀƴƛǎƳέ ǎǘǊƛǾƛƴƎ ǘƻ ƛƳǇǊƻǾŜ ǿƛǘƘƛƴ ŀ 

larger context or competitive arena.   

Although there are a number of variations on the theme, corporate management 

design generally consists of top-down, άǎƛƭƻ-ƭƛƪŜέ ŎƻƳƳŀƴŘ ǎǘǊǳŎǘǳǊŜǎΦ  Many existing 

management approaches trace their origins to the 1950s and were developed in factory 

settings to oversee assembly line workers.  In theory, the board of directors, executive 

administration, and/or shareholders share decision-making and have designated roles 

within the system.  Similar to socialistic structures, planning remains in the hands of the 

few and structure prevails over process.  There may be slogans and seminars that allude 

to employee empowerment, retreats that promote team-building, and policies that 

suggest support of creative problem-solving strategies; however, the fact remains that 

for these traditional command-based corporate structures, decisions of any substance 

will always remain the charge ƻŦ ǘƘŜ άŘƛǊŜŎǘƻǊǎ.έ  5ŜǇŀǊǘƳŜƴǘǎ ǉǳƛŎƪƭȅ ƭŜŀǊƴ ǘƘŀǘ ǘƘŜ 

ŘƛǊŜŎǘƻǊΩǎ ŀǘǘŜƴǘƛƻƴ ƛǎ ōŜǎǘ ŀŎǉǳƛǊŜŘ ōȅ being noticed above all others and are rewarded 

for demonstrating superior performance.  Intra-structure competition becomes the only 

άǇǊƻŎŜǎǎέ ǾŀƭǳŜŘΣ ŀƴŘ ŎƻƻǇŜǊŀǘƛƻƴ ōŜǘǿŜŜƴ ǿƻǊƪŜǊǎ ƛǎ ƴƻƳƛƴŀƭ ŀƴŘ ƭƛƳƛǘŜŘ ς the 

άŎƻƻǇŜǊŀǘƛǾŜέ ŘŜŦŀǳƭǘ Ǉƻǎƛǘƛƻƴ ƛǎ ǳǎǳŀƭƭȅ ƻƴŜ ƻŦ ǎŜƭŦ-preservation.  These dynamics 

constitute conditions favorable to the creation of hegemonic bonds wherein the 

director, for all intents and purposes, is the only individual engaged in human action.  In 

such a system, empowerment is an illusion and the action is one of command rather 

than of cooperation.     
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Deming recognized the value of social cooperation in his efforts to move 

management away from quotas and toward a consistent plan of quality improvement.  

Improvement implies much more than product development; it can be seen as the 

financial return for the shareholder, increased satisfaction of the consumer regarding 

ǘƘŜ ǇǊƻŘǳŎǘΩǎ ǇŜǊŎŜƛǾŜŘ ǾŀƭǳŜΣ ŀƴŘ, as importantly, the degree to which the system 

ŜƴƘŀƴŎŜǎ ǿƻǊƪŜǊǎΩ ǉǳŀƭƛǘȅ ƻŦ ƭƛŦŜΦ   IƻǿŜǾŜǊΣ ǿƘƛƭŜ 5ŜƳƛƴƎΩǎ ŀǘǘŜƳǇǘ ǘƻ ǘǊŀƴǎŦƻǊƳ 

industry through TQM was unquestionably valuable, the problem of hegemony and its 

impact on corporate culture remains a serious impediment to authentic, sustainable 

process improvement interventions.  By their nature, authoritarian systems employ 

coercion and even threat to produce change; employees are continuously reminded of 

the significant and on-going impact of the command structure on their work.  Even 

when management genuinely intends to invest in TQM philosophy, much of the order 

within the structure emanates from top-down management hierarchy.  Justified or not, 

the employee continues to perceive management as both instituting and directing the 

process.   

Unless significant strides in management transformation regarding action and 

decision-making are introduced and supported, TQM becomes something that 

employees tend to resist and even fear.  They may participate in team-building and 

quality assessment; however, the real threat that quality control information will be 

used as a basis for employee evaluation and promotion results in difficulties throughout 

the Deming cycle of Plan, Do, Check, and Act (PDCA).  Employees may make attempts to 

manipulate or reframe the results in service of self-preservation. 

/ƻƴǘŀƛƴŜŘ /ŀǇƛǘŀƭƛǎƳ ǊŜǇǊŜǎŜƴǘǎ ŀƴ ƻǇǇƻǊǘǳƴƛǘȅ ǘƻ ŀǇǇƭȅ 5ŜƳƛƴƎΩǎ ǇǊƛƴŎƛǇƭŜǎ ǘƻ 

the study and evaluation of a community-based autarkic system.  In this way, quality 

improvement and its processes extend throughout the entire system, creating an inter-

structural assessment of health care services.  Illustration G represents three separate 

assessment subsystems which collectively work to generate a comprehensive, quality 

improvement process.  The Research Center and respective Outcome Rings are charged 

with the development and implementation of the instruments necessary to evaluate the 
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quality of health care service delivery within a given Regional Alliance.  Additionally, the 

National Institute will provide on-going assistance and support regarding the process in 

ŜǾŜǊȅ wŜƎƛƻƴŀƭ !ƭƭƛŀƴŎŜ ǘƘǊƻǳƎƘƻǳǘ ǘƘŜ ŎƻǳƴǘǊȅΦ  ¢ƘŜ LƴǎǘƛǘǳǘŜΩǎ ǊƻƭŜ ǿƛƭƭ ŀƭǎƻ ƛƴŎƭǳŘŜ 

dissemination of information and instruments from Regional Alliances deemed to 

exhƛōƛǘ άōŜǎǘ ǇǊŀŎǘƛŎŜǎέ ǊŜƎŀǊŘƛƴƎ ƳŜǘƘƻŘƻƭƻƎȅΦ  Lƴ ƎŜƴŜǊŀƭΣ the {ȅǎǘŜƳΩǎ hǳǘŎƻƳŜǎ 

Assessment model provides each Regional Alliance with the process and tools necessary 

for effective management and autonomy.  Existing organizations (e.g. accrediting 

bodies) will continue with their charge; however, they are integrated into the overall 

system.  Therefore, these groups will be examined and observed by elements within the 

region, as well as the National Institute.  It is important to note that the National 

Institute is not an independent entity charged with supreme oversight of all regions; the 

LƴǎǘƛǘǳǘŜ ŘƻŜǎ ƴƻǘ ǊŜǇǊŜǎŜƴǘ ŀƴ ŜƭŜƳŜƴǘ ƻŦ άŎƻƳƳŀƴŘ ǎǘǊǳŎǘǳǊŜέ ǿƛǘƘƛƴ ǘƘƛǎ ǎȅǎǘŜƳΦ  

While the National Institute does require submission of data and results for 

accreditation purposes, this process is also in service of information-sharing with all 

regions regarding innovations and effective system operation.  The Institute operates 

with the goals of facilitating growth and development of regional alliances, as well as 

insuring that Research Centers are operating in an efficient manner.  The National 

Institute also maintains transparency and is observed by all regions, as well as the 

National Assemblies of Consumers and Providers.  The Institute supports regional 

autarky and does not intervene except in extreme situations of significant regional 

distress or dispute. 

 

Points of Observation/Participation 

Throughout history, science has endeavored to discover through observation.  It 

ƛǎ ƻōǎŜǊǾŀǘƛƻƴ ǘƘŀǘ ƛǎ ǎŜŜƴ ŀǎ ǘƘŜ ǎŎƛŜƴǘƛǎǘΩǎ Ƴƻǎǘ ƛƳǇƻǊǘŀƴǘ ǘƻƻƭ ƛƴ ǘƘŜ ǉǳŜǎǘ ǘƻ 

understand phenomena.  However, quantum physics introduced a number of inherent 

contradictions within the traditional scientific model of discovering, including the idea 

that observation itself affected the nature of the phenomena being studied.  There has 

been a powerful assumption within observation regarding the idea of separation; that 
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is, the observer merely examines but does not participate.  Heisenberg (1958) 

demonstrated that such thinking was wholly untrue within the quantum world.  The 

ƛŘŜŀ ǘƘŀǘ ǘƘŜ ƻōǎŜǊǾŜǊΩǎ Ǉƻǎƛǘƛƻƴ Ŏŀƴ ǊŜƳŀƛƴ άƻǳǘǎƛŘŜέ ƻŦ ǘƘŜ ƻōǎŜǊǾŀǘƛƻƴ ƛǎ ƛƴǾŀƭƛŘ ς 

observation inherently equates to participation.  For example, the quantum world does 

not permit the scientist to simultaneously ƪƴƻǿ ŀƴ ŜƭŜŎǘǊƻƴΩǎ ǾŜƭƻŎƛǘȅ and position.  The 

observer must choose between the two and, in doing so, changes the perspective from 

ǿƘƛŎƘ ƻōǎŜǊǾŀǘƛƻƴǎ ŀǊŜ ƳŀŘŜΦ  Lƴ ŀŘŘƛǘƛƻƴΣ ǘƘŜǊŜ ƛǎ ƴƻ άǇƭŀǘŜ Ǝƭŀǎǎέ ǿƘƛŎƘ ǎŜǇŀǊŀǘŜǎ ǘƘŜ 

scientist from the phenomena being observed (Heisenberg, 1958).  By his decisions, 

including instrumentation and methodology, the scientist becomes a part of the 

experiment and cannot be separated from the results. 

While traditional measures of evaluation have great potential to yield valuable 

information within any given system, Deming (1988) was clear to articulate that 

assesǎƳŜƴǘ ǇǊƻŘǳŎŜǎ ƛƴŦƻǊƳŀǘƛƻƴΣ ƴƻǘ ƪƴƻǿƭŜŘƎŜΦ  YƴƻǿƭŜŘƎŜ ƛǎ άŀ ǎǳōǎŜǘ ƻŦ ǿƘŀǘ ƛǎ 

both true and believedέ (Plato).  Illustration G (p. 49) depicts a number of observation 

άǾŜŎǘƻǊǎέ emanating from three human positions: consumers, researchers, and 

providers.  Each represents an important perspective regarding the potential knowledge 

and insight that can be acquired.  It is this knowledge that can lead to significant change; 

as Deming (1988ύ ǊŜŎƻƎƴƛȊŜŘΣ άA system cannot understand itself. The transformation 

requires a view from outside.έ  For example, ǘƘŜ άConsumer Point of Observationέ 

involves άǾƛŜǿǎέ ƻŦ several elements of the system, including one of the Provider side.  

¢ƘŜ ŎƻƴǎǳƳŜǊ άƻōǎŜǊǾŜǎέ and άǇŀǊǘƛŎƛǇŀǘŜǎ;έ in doing so, he or she becomes an agent of 

uniquely acquired knowledge.  Each of these positions provides the system with a 

distinctive perspective on its process and aim.  In addition, the mere existence of three 

points of observation creates an opportunity for external viewpoints which serve as 

άŎƻǳƴǘŜǊ ƳŜŀǎǳǊŜǎ;έ ǘƘese άŎƘŜŎƪǎ ŀƴŘ ōŀƭŀƴŎŜǎέ ǎƛƎƴƛŦƛŎŀƴǘƭȅ ƛƴŎǊŜŀǎŜ the likelihood 

that assessments are reliable and valid, as well as the probability that results and 

subsequent analysis are balanced and fair.  /ƻƳōƛƴƛƴƎ IŜƛǎŜƴōŜǊƎΩǎ ƴƻǘƛƻƴ ƻŦ 

participatory observation and the importance Deming placed on acquiring knowledge 

creates the catalyst for a system that is not limited to the collection and analysis of data.  
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Rather, knowledge is the basis for any real syǎǘŜƳΩǎ change; therefore, its design must 

cultivate and sustain a process of gathering insights to constantly foster improvement.   

The Points of Observation element of SȅǎǘŜƳΩǎ Outcomes Assessment is further 

evidence of the fact that there is even distribution of power.  In this environment, 

validation is given to ŜǾŜǊȅ ƛƴŘƛǾƛŘǳŀƭΩǎ Ǉƻƛƴǘ ƻŦ ǾƛŜǿ, as all are vital to obtain a global 

perspective of the overall functioning and effectiveness of the system in its entirety.   

 

Flow of Information 

The Deming cycle of plan, do, check and act represents a common-sense, 

investigative process which can easily be implemented in any system.  The problem with 

this approach often involves the ŎȅŎƭŜΩǎ limited and partial transparency.  Namely, that 

the cycle needs to be available, from beginning to end, for anyone to observe, evaluate 

and constructively influence.  For example, the designing of assessment instruments 

(planning) is usually considered to be an element of the cycle that requires the studied 

ŦƻŎǳǎ ƻŦ ǘƘŜ άŜȄpert.έ  ²ƘƛƭŜ ǘƘƛǎ Ƴŀȅ ōŜ ǘǊǳŜΣ ƛǘ ƛǎ ƴƻƴŜǘƘŜƭŜǎǎ ŀ ǎȅstem imperative that 

everyone have an equal opportunity to evaluate any given instrument prior to 

dissemination.  Aside from the obvious tendency for the expert to have a limited view of 

the system (which can impact the quality of the tool), it is imperative that the Deming 

Cycle be trusted as a meaningful and objective process.  Additionally, an instrumentΩs 

validity can and often is reinforced through a process of evaluative inclusion.  For 

example, a consumer survey regarding appointment wait time and other satisfaction 

measures invariably necessitates, among other things, a review by consumers and 

providers alike.  Assessment instruments can and should reveal surprising insight into 

the process being studied; inclusion and transparency fosters confidence in the 

impartiality and objectivity of the tool.  In general, what is true for planning also holds 

true for other aspects of the cycle.  Transparency can only be achieved through a 

continuous, unabated flow of information that occurs in real-time and reflects a 

concerted and planned effort to involve others in the process (see Illustration G). 
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Submerged Board of Directors (SBOD) 

In order to achieve the overall goal of systemΩǎ outcomes assessment, an 

ƛƴƴƻǾŀǘƛǾŜ ƳŀƴŀƎŜƳŜƴǘ ōƻŘȅ Ƴǳǎǘ ōŜ ǳǘƛƭƛȊŜŘ ǘƻ ǎŜǊǾŜ ŀǎ ŀ Ǉƻƛƴǘ ƻŦ άŎƘŜŎƪǎ ŀƴŘ 

ōŀƭŀƴŎŜǎέ ŦƻǊ ƳƻǊŜ ǘǊŀŘƛǘƛƻƴŀƭ ǎǘǊǳŎǘǳǊŜǎΦ  Lƴ ŎƻƴǘǊŀǎǘ ǘƻ 5ŜƳƛƴƎΩǎ ƛƴƴŜǊ ŎƛǊŎƭŜ ŎƻƴŎŜǇǘΣ 

Submerged Board of Directors (SBOD) is unique, both in its decision-making process and 

purpose; integral to the success of this body is empowerment from leadership and 

genuine investment on the part of the elected membership.  The SBOD process does not 

ascribe to traditional views of power and decision-making; instead, the membership of 

each SBOD focuses their attention and time on a particular topic, issue, or area and 

plays an oversight role regarding any and all aspects of that issue.  The overall intent of 

SBOD is to serve as an alternative organizational management structure than that of 

command (see Illustration G).  It is imperative that membership in each SBOD is 

comprised of individuals with inherent interest in the charge of that group.  Regardless 

of their job and status within the system, these individuals must ŀōŀƴŘƻƴ άƻǳǘǎƛŘŜέ 

roles and agendas to facilitate objective discussion and generation of possible solutions 

to the issue at hand.  Support is provided from the Research Center and National 

Institute, which are responsible for training new members within each SBOD, as well as 

providing on-going development regarding the specific goals and objectives of each. 

An SBOD structure utilizes the energy, passion, and expertise of all involved to 

reach an identified goal.  In typical management systems, it is easy to blame individuals 

for failures that are, in reality, the result of dysfunctional systems or inefficient 

processes.  The eventual result is a feeling of learned helplessness among all, as each 

comes to realize the futility of their efforts to make improvements.  Implementation and 

utilization of the SBOD process cultivates an environment of shared responsibility for 

management and the subsequent success of all involved.  

Within the health care axis, several expressions of SBODs are essential at both 

the regional and national levels of operation.  At this stage of development, it is 

anticipated that every region will have at least one SBOD for each of the following areas: 

quality patient care and security, region-specific services, assessment, and contract 
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compliance.  Every SBOD is comprised of members from across the alliance (e.g. service 

providers, members of the management teams on both sides, members of the 

consumer coalition, and representatives from the research center).   

 

Triangulation 

άA good decision is based on knowledge and not on numbers. ά 

Plato 

 

Scientific process must always address the questions of validity and reliability.  

No matter the instrument or form of research methodology, the value of what is 

discovered or revealed in scientific endeavor must comport to authentic measures of 

truth.  The problem here involves the researcherΩǎ ōŜƭƛŜŦ ǘƘŀǘ Ƙƛǎ ǇǊƻŎŜǎǎ ƛǎ ŀōǎŜƴǘ ƻŦ 

bias.  As Heisenberg (1958) noted, the traditional view of the researcher separated from 

that which he observes is an illusion.  What is being measured and how it is measured 

are constructs created by the observer.   From the moment of conceptualization, the 

ƛƴǾŜǎǘƛƎŀǘƛǾŜ ǇǊƻŎŜǎǎ ƛǎ ǎƘŀǇŜŘ ōȅ ǘƘŜ ǊŜǎŜŀǊŎƘŜǊΩǎ ǇŜǊŎŜǇǘǳŀƭ ŦƛŜƭŘΦ  Lǘ ƛǎ ƛƳǇƻǎǎƛōƭŜ ǘƘŜƴ 

for the researcher to truly achieve an objective stance on the phenomenon being 

studied.  In other words, the questions of validity and reliability are limited in their 

ability to yield useful truth.  Research methodology must therefore be based in the 

notion of credibility or the idea that the investigation yields a belief that a given 

measure is both dependable (reliabiliǘȅύ ŀƴŘ ǎǳōǎǘŀƴǘƛǾŜ όǾŀƭƛŘƛǘȅύΦ  Lƴ {ȅǎǘŜƳΩǎ 

Outcomes Assessment, the investigator must always be aware of the importance of 

credibility and that objectivity can simply be a special form of subjectivity.  He must 

guard against the natural tendency to oversǘŀǘŜ ǘƘŜ ƳŜŀǎǳǊŜΩǎ ǘǊǳǘƘŦǳƭƴŜǎǎΦ  ¢Ƙƛǎ ƛǎ ōŜǎǘ 

ŀŎƘƛŜǾŜŘ ǘƘǊƻǳƎƘ ǘƘŜ ƳƻŘŜƭΩǎ ŘŜǎƛƎƴΦ  bŀƳŜƭȅΣ ǘƘŀǘ ǘƘŜ ǘƘǊŜŜ ŦƻǊƳǎ ƻŦ ƛƴǾŜǎǘƛƎŀǘƛǾŜ 

processes ƳŜƴǘƛƻƴŜŘ ǿƛǘƘƛƴ ǘƘƛǎ ǎŜŎǘƛƻƴ Ƴǳǎǘ ōŜ άǘǊƛŀƴƎǳƭŀǘŜŘέ ǎƻ ǘƘŀǘ ǘƘŜ ǊŜǎǳƭǘǎ ƻŦ 

any scientific investigation are based in three frames of methodological reference.  It is 

critical to synthesize what others observe and believe (Points of 

Observation/Participation), information collected and shared (Flow of Information), and 

counter-balancing process teams (Submerged Board of Directors) as a means through 
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which to approach investigative credibility.  Only then can the results be believed.  

Without credibility, validity and reliability are of little consequence because it is 

investment in the resultant action or decision that matters most.  Credibility promotes 

empowerment to adopt necessary change as prescribed through what has been gleaned 

from scientific inquiry.  Triangulation of the above mentioned methodologies will not 

only promote credibility; the researcher and his process will be assumed to be one of 

objective integrity.  
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Illustration G - Systemôs Outcomes Assessment 
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