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CHRONOLOGY

1920 Born June 18, Seattle, WA
1941 Pennsylvania State College, State College, PA
BA {%z;gref
1941 Married June 29 to Barbara Cohen of Chester, PA

Childrer Alison {1947, Laurence (1951}

1942 Pennsylvania State College, State College, PA
MA degree

1942-1945 US Aur Porces, War Department, and the War Labor Board
Various <:m§ an wartime assignments

1945-1946 Governor’s Commission on Hospital Facilities, Standards, and
Organtzations, Philadelphia, PA
Research Associate

1946-1950 Hospital Council of Philadelphia, PA
Research Assoriate

1950-1955 Albert Einstein Medical Center, Philadelphia, PA
Assistant 1o the Executive Vice President and Medical Divector
Also Assistant Director and Acting Director of the Center's Northem
Division

1952-1954 Nattonal Comeasssion on Financing of Hoespital Care, Chicago, I
Drrector of Fiscal Studies
955-1964 : \s?it’ii Council of Western Pennsylvana, Pittsburgh, PA
ccutive Director

1955-1968 University of Pittsburgh, Graduate School of Public Health, Pitisburgh, PA
Adpunct Professor

1964-1968 Hospital Planning Association of Allegheny County, Pitisburgh, PA
Ezecutive Director

1968-1975 Albert Einstein Medical Center, Philadelphua, PA
1968-1970  Executive Vice President for Planning
1971-1975%  Euecunve Vice President

1968-1976 Temple University, Philadelphia, PA
Adpunct Professor of Health Administration

1976-1977 Blue Cross Association and Blue Cross of Greater Philadelphia, PA
Consultant



1977-1996

1981-1985

19851987

1989-1994

2001-2004

2004-present

2005-2007

2005-present

CHRONOLOGY (continued)

Blue Cross and Blue Shield Associaton, Chicago, 1L
Advisor on Hospital Atfairs

Community Programs for Atfordable Health Care, Chicago, 1L
Dirvector

Terple University, School of Business Admurustration, Deparmment of
Health Administration, Phuladelphia, PA
Scholar in Residence

New ¥York, NY
Adpnct Professor

Divexel Urniversity, School of Public Health, Plaladelphia, PA

Senior Advisor to the Dean

Thomas fefterson University, College ot Graduate Studies, Master of Public
Health Program, Philadelphia, PA

Inangural Seruor Scholar

City of Phuladelphia, PA
Sentor Advisor to the Health Commissioner

Health Research & Educational Trust, Chicago, 1L
Walter 1. McNerney Fellow



MEMBERSHIPS AND AFFILIATIONS

Academy §c~f Health Services Research and Health Policy
Membe

Allegheny County Medical Soctety, and, Hospital Council of Western Pennsylvania
Member, Executive Commuittee, Hospital Udlization Project

American Assoctation for Health Planning
Secretary-Treasurer and Member, Board of Directors

Amercan Co E ege of Healthcare Executives
Late Fellov

American Hospital Assocation
Chairman, Commuttee on Arcawide Planning Agencies
Chairraan, Counal onn Research and Development
Honorary member
Lite member
Member, Councl on Blue Cross, Financing and Prepayment
Member, General Council

Amencan Public Health Association
Fellow
Member, Committee on Raaal Discrimination
Member, Subcommittee on Community Planning

Appalachian Regional Commussion
Mermber, Health Advisory Committee

Association of American Medical Colleges
Member, General Assembly

Association of Areawide Health Planning Agencies
Member, Board of Directors

Assoctation of University Programs in Health Administration
Member, Task Force on Health Planning

Blue Cross of Western Pennsylvania
Member, Board of Directors

City of Philadelphia
Member, Nonprofit Contributions Advisory Board

Coalition for Nonprofit Health Care
Member, Research Advisory Council



MEMBERSHIPS AND AFFILIATIONS (continued)

0

Cornumity Hospital-Medical Statt Group Pracuce Program
Chairaan, Natonal Advisory Commitiee

gressional Othice of Techno
Member, Advisory Panel on

sncil
smmittee of the Forum

Drelaware Valley Hosgpial
Member, Executive {

orothy Ruder Pool Health Care Trust, Allentown, PA
Trustee

Group Health Planning, Inc.
Eff\m? ser, Board of Directors

Health Issuss Policy Group
Member

Health Research & Educational Trust
Chasrman, Hospiral Advisory Committee
Member, Natonal Steenng Comenuttee, Commuruty Care Network Project

5

”%ﬁf smber, Novth F% Mfisigzhéza Sub-Ares Councl

Hs:}i*r Reéesm@i‘ Hffag‘mqi ;ﬁ‘-d f\i‘i%di"&@ {"efz‘tez’ E‘V‘ié?di}wbmek, PA

Hospital Association of Pennsylvania
Chairrman, Lounm% on ‘:%érmfxi‘ssm‘@:éw Practice
Member, Counci on Planning
Member

Hospital Counal of Western Pennsylvana
Public Representative

Indian Health Bervice
Member, Health Programs Systems Center Advisory Committee

Ings

Hduoorial Board

Integrated Mental Hlealth, Inc.
Member, Board of f?if}ﬁrez:‘m;zrs



MEMBERSHIPS AND AFFILIATIONS (continued)

Journal of the American Public Flealth Assoration
Editorial Board

Medioa! Care
FEdional Board

Mercy Health Corporation of Southeastern Pennsylvania
Trustee

Milbank Memoral Fund
Technical Board

Nanional Center for Health Statstics
Member, Panel of Advisors

National Commussion on Community Services
Member, Advisory Committee on Corrrnunity Action Studies

National Comrmittee on Vital Staustics
Member, Subcommittes on Epiderological Uses of Hospital Data

National Institutes of Health
Member, Intial Review Commuttee, Division of Regional Medical Programs

New York University
Chairman, National Advisory Committee, Flospital Community Benefit Standards
Project

Northland Health Group, South Portland, ME
Member, Board of Directors

Pennsylvania Mental Health Association
Member, Comrnittee on Development
Member, Committee on Ingurance

Pennsylvana Public Health Association
Member, Execonve Commuttes, Medical Care Section

Philadelphia Health Access Network
Meraber

Philadelphia Health Management Corporation
Chairman, Goals and Prionges Committee
Member, Board of Directors
Member, HMO Management Council



MEMBERSHIPS AND AFFILIATIONS (continued)

Philadelphia Neighborhood Network
Member

The Philadelphia Plan
Member, Board of Directors

Philadelphia Unemployment Project
Member

Physicans for Social Responsibility
Member

Pritsburgh Publc Schools
Member, Health Advisory Committee

Regional Comprehensive Health Planning Council, Philadelphia, PA
Chairman, Health Facilines Review and Study Committes

Sisters of Mercy Health Corporation
Trustee

South Philadelphia Health Action
Vice Chairman

University of Pennsylvania
Member, National Advisory Commuttee of the Leonard Davis Institute on [ealth
Economics of the Wharton School

Urban League of Piusburgh, Inc.
Member, Health Cormmittee

Western Pennsylvania Comprehensive Health Planning Group
Member, Stecrng Committec

Western Pennsylvania Regional Medical Program
Member, Steering Commuttee and Advisory Commuttee



AWARDS AND HONORS

1969 The Dean Conley Award of the American College of Hospital Admirustrators for the
best paper n the hospital literature

1975  Trustees Medal, Albert Einstein Medical Center, Philadelphia, PA
: 1%

1976 Edwin L. Crosby Fellow to the Nutfield Provincial Hospitals Trust, London,
England

1981 Corning Award for Excepuonal Contributions to Hospital Planning by the Society
for Hospital Planning

1981 The William B. Woods Memorial Lecture, Park Ridge Hospital, Rochester, NY, and
again in 1991 and 2001

1984  Award of Merit, American Association for Hospital Planning

1985 The Michael M. Davis Lecture, University of Chicago, Chicago, 1L

1985  The C. Rufus Rorem Health Service Award

1986 Clifford C. Thome Lecture, State University of New York, Albany, NY

1992 Robert Tonks Lecture, Northeast Canadian American Health Council, Portland, ME
1993 Distinguished Service Award, Hospital Associanon of Pennsylvania

1995 Distinguished Service Award, Ohio State University

1996 The Andrew Patullo Lecture, Association of University Programs in Health
Administration

1996 Selt-Actualization Award of Merit, Health Policy Issues Group
2001 Inducted into the Health Care Hall of Fame

2002 Golden Apple Award for Teaching Excellence, Drexel University School of Public
Health

2008 Self-Actualization Award of Ment, Health Policy Issues Group (second time
recipient



SELECTED PUBLISHED WORKS

Sigmond, RM. Problems of fiscal control in hospital food service. Jowmal of the American

Drstetic Assocation. 29(8y779-783, Aug. 1953

Sigmond, RM., Pannell, MY, and others. Twome and Fxpense Ratios of Genernl Hospitals.
shungten, DG Us, Governument Printing Ottice, | ‘)34«

:

wl Hospitals in Southwestern Penn syliania.

Counal of Western Pennsylvaria, 1958,

wgmond M., Aloman, 1, and London, M. Gener
Pisburgh: The Hospital

£
[

Sigmond, RM. What hospitals can do about the underfinancing of hospital scrvi
Haospitals. 32(20):34-37, Oct. 16, 1958,

Sigmond, RM., and Janavitzz, MB. Psychiatric cases need special service, not special

facihines. The E%s"m Hospital, 92(3067-71, Mar. 1959

Sigmond, RM. Indigent care. Hogpitals. 33(8:74-75, 78-79, Apr. 16, 1959,

sprmond, RAM. Bl

b Findings. Ann Arbor, MI:
Uriversity of Michigan, 3‘}2’3&

Sigmond, RM. How hospitals can strengthen Blue Cross. The Modern Hospizal, 9476, Feb.,
1960,

sigmond, RM. A case hustory in coordinated hospital planning, Hespiad Forwm. 3(2):17-18,
27-30, May 1960,

Eozian, GH., frwin, DAL and Sigmond, RM. A profile of hospital auxiliaries. Truse,
14010 18-22) fan, 1961

E;Csmﬁsm M., and Sigrmond, RM. Are we butlding too many hospital beds? The Modern
pital. 96(13:59-63, Jan. 1961,

Sigmond, RM. An approach to coordinated hospttal planning. Flospizal Foreens, 30103:21-253,
35-38, Jan. 1961

London, M., and Sigmond, RM. Small specia
Hospetal, 965095+ ii}ﬁ May 1961

zed bed unus lower occupancy. The Modern

Sigmond, RM. An approach to coordinated hospital planning, Trree, 14(7):18-22, July
1961,

Sigmond, RM. What utilzaton cormmumuttees taught us. The Modern Hospatal, 1000206771,
Feb., 1963,

Qéomomi R.M. Regional hospual planning — under voluntaty or governmental auspices?
il v, G{33:21, 39-41, 52, Tune 1963,




SELECTED PUBLISHED WORES (continued)

Sigmond, RM. How should Blue Cross reimburse hospitals: costs! The Modern Haspital.
101(1):91-94, July 1963.

Sigmond, RM., and TeKolste, E. Hospital payments: the case for costs. Blwe Cross
Assoaation Exch

wide planning for children’s hospital service in 2 meropolitan
186, Dec. 1963

sigmond, RM. Community
area. Pedioprizs. 32(6):1078-1¢

Sigmond, RM. The community’s concern in planning for health services. Hopital Progress.
45(1:78-81, Jan. 1964,

Weissman, LO., and Sigmond, RM. Is separation of OB cases necessary? The Modern
Hospital, 102{1):91-94, Jan. 1964,

Sigmond, RM. Hospital planming in Allegheny County. Growg Pragice. June 1964,
Sigmond, RM, The hos

Report of the First National Conference on Arcawide Health Facilities Planning. Chicag
Medical Association, 1965, pp. 100-112.

slanning process and the community. Inc Arawide Planning:
fﬁm{imm

Sigmond, KM, Impheations to hospital QE«LE&YLE%L In: Mudiple Hospital Ui
Management: Proceedings of the National Health Forem on Hospizal and Health Affairs. Durharm, NC:

Duke Uruversity, 1965,

s Under Single

Rorem, CR., and Sigmond, R.M. Public policy and financing for health services. «Aoademic

3

Medicine. 40(1y79-91, Jan. 1965.

Sigmond, RM. The proper intermediary, Blx 5. July 1965,

Sigmond, RM., and Callahan, T.E. Hospitals and schools unite in manpower training
Programs. zéw;&, wis. 39(131:40-45, July 1, 1965

Je
’,Ji

Sigmond, RM. Hospital capital funds: changing needs and sources. Hogpdtals. 39(16):52
Aug. 16, 1965,

Sigmond, RM. Community facilities and mental health. Hogpaad Progress. 46{12):72-73, Dec.
1965,

Sigmond, RM. Determining community health service needs. The Peunsylvania Medical
Journal Feb. 1966,

The coming impact of Medicare —a symposium. Hospatgds. 40(6):51-59, 128, Mar. 16, 1966.
[Partcipant in the symposium.]

Sigmend, RM. Questions and answers about areawide health facility planning. Budlesin of
Allegheny Comnty Medical Soarety. Apr./May 1966.
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Sigmond, KM, An outline of the utilizaton review systerne Jagueyy. 3(2)4-12, May 1966,

Sigmond, RM. Professional education for wmaorrow’s hospital adminsteators as viewed by
4 iuw;i Volanser, Tlospitel Advinisiration. 11(3323-39, Sumimer 1966,

sk

Sigmond, RM. Areawide planning for £ emergency services. I Proceedings of the First National

Congress o the Socio-Fleonomzes of Health Care of the American M
-

American Medical Essn&’mf}n 1987,

7ot
i Avsociation. § ICAgO

annf‘i RM. A cormmunity approach to the organization of care. In: Pro
nal Conference on Medieal Costs, 1967.

‘w ,.

»f hospital capital financing. In: Pre
Durham, NG Duke University, 1967,

'ﬁmfﬁi\é R.AML 32}@:“};*@ CIAON 28 4 sou
F ; { and Flealt

medical servicss, T Pro
A‘fﬁﬁq/‘ 3,»; z

The inherent needs in ii‘f.x{:z?f‘;v%ﬂ;; CIErEEneY
of the American E%ff edical Assocation’s Conference on Fmergeng)
Medical Association, 1967,

onad Hagfth

sgmond, RM. Plannung for health, Io R
Nagonal Health Councl, 1967,

s ol b ST ORT L
ort of the 1967 Na

52

Sigmond, RM. Long-range planning by the individual hospital. Michigan Haspitals. 3(1):2-3,
25-26, Jan. 1967,

Sigtnond, RM. Long-range planning by the individual hospital. A
}@f‘;&}’ 1967.

Sigmond, RM. Health planning, Medical Care. 5(3):117-128, May/June 1967.

Stgmond, RM. A practical approach to areawide hospital planning, Hagpare
ada July 1967,

Sigmond, RM. Suppose you were placed in charge. Medical Feonomics. Nov. 1967,

Sigmond, RM. Capitanon as a method of rermbursement o hos
area. In: Reswbarsement Incentives for Hlospizal and Medic
Washington, DC: Government Prinung Ollice, 1968

pits
are (Re aﬁgméz Ei gnuz no. d};v

Sigmond, RM. sre Care in Penangylpania: Planning, Ewlntion and Development. lowa

City, LA %mwmi» of EQW& E%éz

Srnorsd, K Health service needs wn Allegheny County. In: Plasneng, Epoluiion and

Ej‘ﬁé elopment. lowa City, 1A: The &mversﬁy of Lowa, 1968,

d; emd R.M, %&ums 0§ capital investment in health care facilities. In: Corts of Health Care
; : Nanonal Academy of Sciences, 1068
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Sigmond, R.M. Health planning, Milbank Memorial Fund Quarterly. 461, supply:91-117, Jan.
1968.

Sigmond, R.M. Hospital effectiveness: a complex concept promises concrete results.
Hogpitals, 42(15):50-55, Aug. 1, 1968,

Sigmond, RM. The notion of hospital incentives. Hogpital Progress. 50{1):63-68, 97, Jan.
1969.

Sigmond, R.M. Changing hospital goals. Jewrnal of the Albert Einstein Medical Center. Spring
1969.

Sigmond, RM. Process or outcome planning — which concept will dominate? Hospetal
Topies. 47(6):36-39, June 1969.

Reiner, P, Sigmond, RM., and Sieverts, S. Areawide association stimulates individual
hospital to plan ahead. Trusree. 22(8):28-32. Aug. 1969.

Sigmond, RM. The healthcare crists and the planning process. In: Collcted Papers from the
1969 Hospital Medical Staff Conference. Denver: University of e Eﬂmc School of Medicine,
1970.

Sigmond, R.M. Examining the auxiliary’s role in an era of socal change.
Leader. 11(4):1-6, Apr. 1970,

Sigmond, R.M. Use of cornmumty resources. Hogpetals. 44(8):58-60, Apr. 16, 1970,

Steverts, S, and Sigmond, RM. On the question of mergers. Medical Care. 8(4):261-263,
July-Aug 397{}

Sigmond, RM. Conzersaions: Hospital Efficiency Through Economies of Scale. Philadelphia: ARA
‘ST‘**V es, 1971,

Sigmond, R.M. The view of the hospital admunisteator. In: Proceedings of the Symposinm on
Future Patierns in Health Care Debivery. Philadelphia: The Institute of Elec Uud; Flectronics
Engineers, Inc,, 1971,

Sigmond, RM. Delivery systermns: the institutional component. Flogpital Progress. 53(12):58-61,
Dec. 1972,

Sigmond, RM. New delivery systems: can hospitals afford to play a passive role? The
Hosprtal Medical Staff. 2(33:44-50, Mar. 1973,

Sigmond, RM. New delivery systems: can hospitals afford to play a passive role? Trusiee.
26(3):18-24, Mar. 1973,

kS
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Sigmond, RM. Coneer
Services, 1974,

ions: Redefining the Role of the Flospetal Trasee. Philadelphia ARA

M'*m&ﬁu ?i M. “s?edax,@ care 1 the United Statess a review of problems and progress, Aol

nond, R, and Kinser, T, The F
ocation, Sept. 1976.

~_ ! @ty Reremba 7
opneid 1 alth Planning and Reg ;i‘
(R eport sen {gmhwdg L MACH

1l \?adzgé {aﬁ D% 1977,

or in cost containment. Ire Feaadtd Core s

%ﬁgfﬂ«m{ﬁ R, The role of the ps

Economy: Issues and Forecasts. Chicago: Health Services Fs}amdm@ﬁ? 1978,

%gmgmi R.M. The linkage between health policy making and plantung, Bulletin of the New
' vy of Medicine, Jan. 1978,

Sigmond, .M. Can restructuring health care financing hold down costs? Truszee.
31(9):44,46,50, Sept. 1978

w Flospital Systers.

Sigm@nd RM. The ssues facing mumh(;spnﬂ systerns. lo: Mudissnstits
o: The Hospital Research and Educational Trust and the WKL K 2‘;%@ Foundation,

Chicago
19749,

f’éﬁm*msmd R.M. An open-munded <1fa§*sr<>;a<‘§z to hospital cosure. In: MUM. Melur, editor,
g K{}fd of the Hw *UMZ Optipns Jor the Future. Chicago: Amenican Hospital

Sigmond, RM. Why netther competittion nor regulation 15 the whole answer. Trystee.
33(53:35-38, May 1980.

Unger, WJ. C

Sigmond],

n new z:zgs:zrfmun experiment cut hospital costs? Trterview of Robert M.
Tnangal Management. 10(12022-26, Dec. 1980,

Sigmond, RM: %pf“amg«mmﬁms review: who s affected? Tre Apprypriateness Review of Health
A Manual for Lawyers, Planners, and Hogpitals, Chicago: American Hospital

Association, 1981
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Sigmond, RM. Community forces as regulators. Ine The New Regulators: Report of the Ross
Health Adminesiration Forum, September 23-25, 1981, Inpisbrovk, Florida. {Jf.;hzmbm, Ol Ross
Laboratories, 1981,

Sigmond, RM. Cooperation, competition, regulation: health care system’s balancing act. In
D, Newhauser, editor. Compegition, Cooperation and Regulation: The (uest for Escoellence in Flealth
Care. Ann Arbor, MI: AUPHA Press, 1961

Sigrmond, RM. Is there anything unique about planning by hospitals as public service
orgameations? In: Fature of Health Planning: Report of a National Invitational Conference {thca 0
American Hospital ﬁ&soumumﬂ 19581,

Sigmond, RM. O and New Roles for the Community Flospital: The Willanm B. Woods Memoreal

¥

Lecture. Rochester, N'Y: Rochester Arm 14 Hospi itals C otp., 1981,

Sigmond, RM. C C?C:pi"ra"i(}.& competition, regulation: health care system’s balancing act.
Hospital Progs 2(3):32-35, 62, Mar. 1981,

5.

T

Sigmond, RM. Hospital planning should provide for famuly role in care. Flospitals.
55(12):63-64, June 1981

Sigmond, RM. Community planning success rests on new definition of trustee leadership.
Truszee, 34{12):30-31, Dec. 1981

Sigmond, RM. Group payment for health care — comments on Part 2. In: CR. Rorern: A4
Luest for Certainty: Bssays on H comomics, 1930.1970. Ann Arbor, MI: Health
Adrrunistration Press, 1982,

:’

Sigmond, RM. Free care —who pays? In: Proeedings of the Trustee Institu
ng B duration. Alexandma: NACHRI, 1983,

Sigmond, RM. The notion of hospital incentives. In: Challenging the Py
3.‘*3&3?3%1;5 Press, 1983,

Sigmond, RM. Selection, organization, :-md. evaluation of the hospital’s leadership, Ine
Proceedings of the Trusiee Institute of the Conncil on Continuing Edweation. Alexandoa: NACHRI,
1983,

LB, editor. Robert M. Segmond in First Person: An Oral History. Chicagor American
Hospimal Association, and Hmp:mi Research and Educanonal Truse, 1983,

Sigmond, RM. Social implhcations of new business %tmff:m“% for health care corporations;

ane j Putting the business suit on health care. In: Proceedings of the Thivd Annwal Invitational

Seminar on Hospizal! Health Affasrs. Chicago: Rush ?rexbv‘mtmm St Luke’s Medical Q nter,
f /{« Ry

1084,

5



SELECTED PUBLISHED WORKS (continued)

Fals

Sigmond, RM. A community perspective on hospital owneeship., Fronters of Health Services
Management. 1{1):33-40, Sept. 1984,

Swgnond, RM. Re-axamining the Role of the Compmnity ;fcf speral in  Competitive Linsironment: The
Miechael M. Davis Lecture. {hzgfago Emvez’vm of L&m , 1985,

Sigmond, RM. Selective contracting and the community hospital, In: Progedings of th2
Twenty-Seventh Annnal George Bugbes §wf,>f;.ﬁw,»f on Flospital Affairs. Chicago: University of
Chicago, 1985.

Sigmond, RM. Twentieth anniversary of Medicare and Medicaid: memories of great ideas
and russed opportunities. Health Progress. 66(6):20-21, July-Aug. 1985,

Sigm ;g ond, RM. We are il medically indigent at some spend-down levell In: E. Friedman,
Car ;‘ the Medically Indigent. Chicagor Amencan Hospital Association, 1986.

€3]

Sigmond, R.M. Health care of the poor: on reshaping the marketplace. Health Progress.
GT(10%:9¢6, Dec. 1986,

Sigr

nond, RM. Testimeny to Blue Rébbon Panel on Physician Involvement in Governance and
ﬁ’fmza;gmsz%z, Farrrungton Hills, MI: Sisters of Mercy Health Corporation, 1987

~y
o

Sigmond, R. As I see it. Bast Carodnas Medicine. June 1987.

Sigmond, RM. The perspective of commurity health planning. Int Vol 20 Preferenzial Option

Jor the Poor. Farmington Hills, MI: Mercy Health Services, 1988,
Sigmond, R.M. New guidance on hospital ethics policy. Trusree. 41(9):24, Sept. 1988,
& F 2 )i, Op

Sigmond, RM. C. Rufus Rorer obiwary. Jowrnal of the American Medieal Assoaation. Nov.
1988.

Sigmond, RM. "The future of community benefit standards for hospitals. In: Proceedings of the
Thirty First Annsal George Bugbee Symposinm on Hospital Affairs. Chicago: University of C hgc%{),
E{)%if},

Seay, 1.D., and Sigmond, RM. Community benefit standards for hospitals: perceptions and
performance, the future of tax-exempt status for hospitals. Fromtiers of Health Services

Management. 5(3):3-39, Spring 1989.

Seay, J.12,, and Sigmond, RM. Hospital governance and the need for community benefit
standards. Trwsiee. 42(12):6-7, Dec. 1989.

Sigmond, RM. A catalyst for change. Mealth Progress. T0(101:40-42, Dec. 1989

Sigmond, RM. Hosputal governance and healtheare reform, parts Tand 1L The Governance
One Hundred. Winter, 1991 and Spring, 1992.
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g H

Sigrnond, RM. Beyond ihe Body Repair Shop: Ethseal Problewss and Prospects for Hospetals as Soddal
v and Hlealth Care Reform AAmong the States. Univessity of Vieginia, 1992.

Servants in B

gmo % R.M Community care networks and health care reform. The Journal
/%m stration Edweation. 12(33353-371, Summer 1994,

:

Sigmond, RM. From charity care to community benefit. fals € Health Services

Admingsivation. 39{2):141-142, Surnmer 1994,

Sigmond, Ri“ﬂ' , and ‘:a eay, 1. E In health care reform, who cares for the commurnity? Jowrnal

of Health Adwminisivation Education. 12(33:259-268, Summer 1994,
Sigmond, RM. Capitation: 1if's older than you think. Trasse, 47(83:16-17, Aug. 1994,

Sigmond, RM. Who gets it? The grand designers face off aganst the incrementalists.
Flospitaly and Health Newporks., 68{ 35 8, 80, Aug. 5, 1994,

Sigmond, R.M. Back to the future: pa@rmerghzﬁpg and coordination for cormmunity health.
Frontiers of Hlealth Services Management. 11(4):5-38, Surnuner 1995,

Sigmond, M. Why aren’t CEO salanes going down? Trasfea 48(9):24, Oct. 1995,

Sigmond, RM. Learnung from the ghost of healthcare past. Healthaure Foruom Journal.
38{(6):14-19, Nov/Dec. 1995,

Sigmond, RM. Community assessment or action? From conflict to synergy. Flealth Progress,
T7(2):64, Mar/: “:\g E?}%.

Sigmond, RM. Interviews: x.,efmimr COrnImunity, fif:éad@rship and followers —n;; hetter health
tor less money. Ine Apple 20 A Guide for Implementing Commaunity Health Inmprovement Programs.
Harrisbure, PA: Erz;«zézmm for ?Ea:«tiiﬁw Communities, 1997,

R 3 %

Sigmond, R.M. 1996 Andrew Pattullo lecture: a vision of the role of health administration
education mn the transformation of the American health system. Jowrwal of Hlealth
Adpinestration Education. 15(1343-69, Winter 1997.

Sigmond, RM. Malking a real difference: beyond community service to community benefit.
Michigan Health & Hospitals. 33{4):8-10, July/Aug. 1997.

Sigmond, RM. Beyond good intentions: accountability for community benefits. Muchpan
Health & Hospizals. 34(4):14-15, July/Aug. 1998

Sigmond, RM. Community benefits are key: a common link for effective integration.
Miohigan Health & Flogpitals. 34(5):42-43, Sept./ Oct. 1998,

Sigmond, RM. Community benefit planning: the mussing link in community health maodels.
’%zifwiysz?ziéw th & Hospetals. 34(6):22-23, Nov./Dec. 1998,
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\mm el 3 R M. A commmunity approach to managing uncompensated care, Mi
- 35(13:16-17, Jan./Feb. 1999,

Sigmond, RM. Where does 2 community benefits program fir? M
‘E’}E (4):44-45, July/Aug. 1999.

‘z"i' Comruruty benelits and the bottorn line. A
Sept./Oct. 1999.

M. The Community benefit role of the collections departrnent. Michipan
rals. 351 5(6):34-35, Nov./Dec. 1999,

Sigmond, RM. Linking community benefits and patient care.
36{1)3:15, Jan./Feb. 2000.

Y gyt tals.
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EDITED TRANSCRIPT

KIM GARBER: Today is August 8, 2008, I'll be mterviewing Robert M. Sigrmornd
as a follow-up to his carlier oral lustory interview ¢ mdumad in 1980". While a student, Bob
Sigrmond became interested in economics and in local community affairs. His study of these
subjects at Penn State soon led 10 a career dedicated to the health care feld, Mr. Sigrmond

{

has served as the chief executive of Albert Emstein Medical Center in Pha ugaeig}hu as the
executive divector of three associations, as a senior advisor to the Blue Cross Assocation
and as a university faculty member, among other positions. He s a prolific author. He has
known many of the key figures health care administration and policy since the Second
World War, To set the stage, could you tell us what hospitals were like at the beginning of
the 20% century?

ROBERT SIGMOND: Before 1 talk
about that, let me pomt out that today, as you
satd, 18 the eighth day of the eighth month of the
etghth year in the 217 century, so this a big “8”
day. I'm doing this shortly after my “double-
gight” birthday.

Iwasn't actually there at the beginning of
the 20% century but I was born in 2 hospital a few
vears later. At the time, only about halt the
people in this country were born i hospitals, in
femg(‘g%un with today when almost evewbgdy

. The reason s that hospitals in the early part of
iﬁh@. 20" century were making a %mnﬁ{:zm‘i
sifion m gaining the trust m? g;;}‘;wm' ns and
their prvate patients. Untl the mvention of the
stearn sterihizer, which happened at the end of the
19" century, most people who could afford to pay
for a physiaan would not go to a hospual
because 1t was a very unsafe place. The hospital
was essentially only for chanty patents. There
was & vammj {eaiim that 1 can remember as 2
child that if : a}f@i:fii}&;{iy was going to a hospital,
they were probably going to die. Hospifals in the  Bob (left) and his brother

early part of the 207 century were ansitioning Irwin. Photo courtesy Robert
; M. Sigmond.

because of the marked reduction of infections
due to the new cmph&m on sterilized sfap?Ew» and hand washing.  The hospital was
becoming the docrar’s workshop instead of the home — where the surgeon operated on the
latchen table, Doctors were having their povate patients come to the ho gg‘mi where they
sould provide services much more effectively than in the home.

"'Weeks, LE., editor. Rebert M. Sigmond in First Person: An {}f al History, Chicago: American Hospital
Association and Hospital Research and Educational Trust, 1983, This document is In the collection of the
Center for Hospital and Healthoare Administration Hislory ism&ad at the American Hospital Association
Resource Center.



That meant a real transition in financing, because up to that point few patients paid
for their care, which took place in large ward accommodations. The ho ospitals, which were
much smaller than they are today, were mostly financed by p%}gimﬁ'ms?}; especially from
board members who would contribute to keep their hospitals open. So in the e atly part of
the 20 century, there was 2 transition to paying patients recetving more customer-sensitive
priv&zm CArS, MOst %zs}quﬁfﬂﬂy jied ssen'nwpiw’a.m POITS.

The whole field was expanding very rapidly and seemed to be i very good shape
when the Great Depression began in 1929, Hospitals were in great trouble because they had
grown 1o the pomt that now they were requining significant money beyond %hsiarﬁm oy
}Jgt prior to the Depression, as many as 60 percent of the patients were paying and the costs
were rising rapidly. Suddenly that changed as middle class patients did not have the ability to
pay. Most of the 2§>apz?§§a survived h» Great Depression because thetr communities ralli a‘-
around. Physicians closed up their offices when they couldn’t afford to pay the rent and
moved their practices w0 empty bedrooms in hospitals,

There was a need at that time for some more systematic approach to the financing of
hospital care, as well as the ﬁnfmring of p%vaécim services. Both had been moving from the
basic 19® century approach of paying for care when you got it, or contributing a couple of
chickens or sometlung. Financing was just %aegmmﬁg to move toward post-payment, which
meant that the physicians and hx“x?ﬁﬂ”&\ had to set up billing systems, 2 whole new
development. But more important, there were the beginnings of prepayment, where the
hospitals and physicians arranged for people to pay a small monthly amount while they were
well, 50 that the money would be available to pay the hospital at the time of service.

GARBER: These carly prepayment plans evolved into the Blue Cross

Cond i’p

SIGMOND: That's exactly right. The most important development beyond the
steamn sterilizer in the history of hospitals and medical care in this country was the formation
in 1927 of the Commitiee on the Costs of Medical Care (COMC). Blue Cross evolved from
the work of the COMC.  This was formed because m ‘the absence of prepayment
arrangements, the costs of medical care were becoming ﬁxﬁ"@""ﬁéiv burdensome not just on
poor people but on the muddle class as well  So, the major national philanthropic
foundations, except the Commonwealth FPund, funded the i,ommum on the Costs of
Medical Care that spent frve years studying the situation, hinding out what were the
possibilines for ié’ﬂ?fﬂ‘“ii}&;‘ the health system and tmproving the izmmmg The foundation
that didn’t participate said they didn’t need a study ~ they already knew what had w be done.

el

The Commuittee on the Costs of Medical Care, which started in prosperous times in
1927, ended in 1932 when times had totally changed, in the very depths of the Depression.
They made five recommendations which shaped hospital and health care policy in the
United States for decades:

s First, services should be paid for through some form of group prepayment.
# Second, so the services would be provided with high accountability for quality and
least cost, they should be provided not only by physicians in individual practice but

3



prirnanily by orgamzed groups of physicians assodiated with hospital medical staffs
who would work together and who could employ and use subsidiary help so that a
person could get effective, coordinated service as medical care was becoming more

and morg ::;;: ecialized and fragmented. So group payment and group @mmw ~ the
COMC discovered group p practice, @ unigque Amerncan invention, out at the

Mayo Clinic and some other places 2 the two major recommendations,

¢  Third, they recommended expaﬁséosz of educational programs not only for
physicians and nurses but for subsidiary help who could more efficiently do a lot of
the work that nurses and doctors were doing,

e Fourth, they recommended 2 vast expansion in public health, because they felt thar a
lot of the medical care would not be necessary with effective public health agencies
helping people to lead a healthier Iife and creanng healthier communites

e Finally, they fele that every community should have some kind of 2 {*fuié,ﬁ ating
body so that the vanous mdependent hommk and doctors, and other health care
entines could be working ’9;9&&;@1‘ on a voluntary basis, and not be duplicanng
services unnecessarily.”

The major mnnovation, however, was the emphasis on group prepayment.  Rufus
Roremn”, along with Michael Davis’, were key CCMO stafl people who discovered
community-based prepayment plans %gf;ng: g up and visualized a network of such plans as a
solution to the nation’s crisis in financing a growing health care systern. People were solving

L

the problem in thewr own communities. Leaders realized that a lot easier for people 1o
pay hifty cents or a dollar 2 month and not have to pay «zswfémg when they were sick,

because payment of a bill of even a few hundred dollars was 2 major problemy

So Rufus Rorem took the lead m creanng the He }s@im s Plan Commussion at
the American Hospital Associanon. D Rorem %_zf:mma. the first wocutive of what was
to become the Blue Cross Commussion. He helped to start éﬁgmi}ﬁi ;3.@3 of the eatliest Blue
Cross plans.

“ The Committee on the Costs of Medical Care published 28 reports in the period 1928 1o 1933, The
Commities’s recommendations were published in: Medical Care for the Americon F«eo;;fé:, 2’ S'ze Final
Report of the Committee on the Costs of Medical Care. Chicago: University of Chicago Press, Nov, 1932
(reprinted in 1970 by the US Govenment Printing Office at the behest of the Department of Health,
Education, and Welfarg), The 1932 final roport is in the collection of the Center for Hospiial and
Healthoare Admindstration History located at the American Hospital Association Resowrce Center. The
ra:x:@mm@miazigm can alzo be found in sccondary sources such as Weeks, LE., and Berman, H.L Shapers
of dmerican Health Care Policy: An Oral History, Ann Arbor, ML Health Administration Press, 1985,
Appendix B

* While he was the Director of the Commission on Hospital Service at the American Hospital Association,
€, Rufus Romaon, PRD. (1894-1988) wrote a shot treatise describing the concept of group hospitalization
Nen-Profit Hospital Service Plons. Chizago: American Hospital Association, January 1940, A fow vears
later, Dr. Rorem revised this work as 2 second edition entitled: Bive Cross Hospital Service Plons.
Chivapo: Anerican Hospital Association, Mar, 1944, Decades later, D, Rorem was intorvipwed for the
Hospital Administration Oral History Collection. The transcription of his oral history and both of the
Rovem reports can be Tound in the collection of the Center for Hospital and Healtheare Administration
History localed at the American Hospital Association Resource Cender.

* Michael M. Davis, Ph.D. (1879-1971
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Another great man named van Steenwyk”, who created the plan in Minnesota, also
thought of calling the new national movement Blue Cross. He wanted a symbol that waui@
combine medicine and rel igion and patriotism. He first thought of Red Cross, but that wa
taken, and then he thought of White Cross, but that was a shoe company. So that’s how we
got to Blue Cross, which was the only patrionic color left. As soon as Mr. van Steenwyk
developed the Blue Cross plan in Minnesota, Dr. Rorem copyrighted “Blue Cross” in the
name of the American Hospital Association. This gave the American Hospital Association
control of the Blue Cross symbol, and of the standards which Dr. Rorem developed and
managed.

GARBER: What were some of the problems that the early plans helped solve?

SIGMOND: Tve mentoned the two major problems. One was that the hospitals
needed money and they could not get enough money from philanthropy and patents w0
survive during the Depression. But they could get m{mey from 2 third party that collected
50 cents a month from individuals and a dollar 2 month from families. Blue Cross provided
a practical community approach to solving the financial problems of hospitals when the
commercial marketplace and the government were not able to do so.

Second, many of the people who were now using hospitals during the Depression

were not used to getting chanty. They wanted to pay. But they didn’t have enough money.

o Blue Cross not mn}xf enabled hospitals to get paid, but also enabled people to avoid paying
for care when sick.

GARBER: We've seen a decrease in the number of Blue Cross plans over the yea
What caused that to happen?

SIGMOND: It was caused by the merger of plans — the merger of Blue Cross and
Blue Shield plans and also mergers of plans in different communities and even states. These
mergers were designed to take advantage of economues of scale and to deal more easily with
national emplovers who eve:nfuaﬁv were paying the premiums on behalf of their employees,
mmuma d to do 30 by favorable income tax incentives. Rufus Rorem was opposed to
geographic consohdation. For example, he thought that Michigan ought to have three Blue
Cross plans: one for the Detroit area, because the way health care is organized in Detroit is
much ditferent from the northern region and the communities in central Michigan. He felt
it very important that each Blue Cross plan reflect the culture of the community it served.
Hs '?‘;e}iexred that commumty forces were very mmportant not only 11 how health care is
organized but in how people manage their health. So he was concerned that 2 Blue Cross
pim covering multi-states, or even covering the whole state of Michigan, would get too
much v ﬁived in the marketing and payment and not sufficiently v ﬂéwd in ma’ﬁxmg sure
that the plan and the financing that it provides was influencing how health care is organized.
Based on his work with the CC 1C, he visualized group payment and group prastice, working
together in the community interest. Working together in Detroit and working together in
Muskegon are two quite different thi ings, 50 he favored community control of community-
based plans.

* Elmer A. Van Stesowyk (1905-1962)



Over the years, the need to be competing with coramercial insurance and the need to
be dealing eftectively with large “orpnm‘:wm has led to mergers, which were supposed to
have two %}sndits. One was economy of scale, but my own sense 1s that there’s no great
cconomy of scale by merging. For instance, in Pennsylvania the Pisburgh plan and the
Philadelphia plan are wying to per state approval 1o merge. Bach 1z 2 mult b%ém:wie stlar not-
for-profit corporaton now. Lo date there's been little evidence of economies of scale
presented at public hearings.

The other reason for the mergers was that wgzpow: cily
for the plans to tap mto the capital markers. Butagamn, that cas
satisfaction. Freguently, the merger movement was closely fi ked with another development
that Dr. Rorem would have opposed — the shift from the Blue Cross plans all bemng not-for-
profit organizations 1o a number becorning gﬁmi‘r -making commercial organizations.  For
many of the chiel executives of the plans, merging wswik resulted 1 great advantags
terms of personal net worth in the distibution of i’ns new company's stock. Neverth
with the reduction in the number of plang, there 1w still a Blue Cross or a Blue Cross-T
Shield plan covering every nch of territory of the United State
high,

15 poing 1o make it easier
2 %3'«3 never been made to my

Kt
J
FCEN

GARBER: Would you discuss the relasonship between Blue Cross plans and
vnd how that relano mhp evolved over time?

hospital

SIGMOND: It started with a very close relanonship. It had w0 be a close
relationship since the insurance commissioners thought about Blue Cross as a form of
insurance, and none of the plans had any reserves, a basic requirement of commercial
iisurance organizations to protect the subscnbers. With all of the eardy plans, with no
reserves, the s guaranteed 1o provide the contracted services to subscribers, whether
or not the plans had the money to pay. Now, the Blue Cross leaders and the hospitals who
started these plans dide’t think in terms of commercal insurance, they thought of 1t as soual
Sovial msurance 15 designed to cover bad risks. Insurance companies try to avo;é

L83

md risks.

What Blue Cross was all about was enabling people to be able to get hospital care
without having to pay a bill at the time of illness. That included peaple \R’%‘}.z, were high risks.
It bacy, because Blue Cross executives saw the plans as a communuty mec %zazzm.; LERRP TR
people to needed care, many supphed %m@g il Aimiﬁmg otfices with enrollment forms,
allowing patients 1o join at the bme of thelr hospitabization — an early example of open
enrollment! By the end of World War II, Blue Cross was so successful that commercial
insurance companies became competitors tor carefully selected employed Wji“‘-w“ﬁ{ with lesser
risks and therefore with lower premiums. Blue ngs was finding uselt at a2 competitive
disadvantage because theiwr premiums reflected having the bad risks along with %od risks,
tor Dir. R{}mm inststed that premivms be set on a comumurnity bas

5.

That was 2 fundamental notion of Blue Cross at the beginning - that you don’t set
up a plan for a particular group of people who, because of thew age or gender or other
charactenstics, you could make money with 2 lower premium than %m the community as a
whole. So, Blue Cross found that 1t was facing ant-social competition. If they keprt losing
the good risks, they would have to keep rasing ther premmim, exposing more go

i risks to




f"mw plans began to adopt vanations of

P stability.

loss, and on and on. Eventually many of the Blue
cormmercial insurance practices 1 protect their financt

GARBER: Let's move to your ***puﬁm"m as an advisor to the Blue Cross
Assoctation. You sometimes referred to your desire to help Walter Mu\fﬂemc}} who was the
head of the Blue Cross Association, save Blue Cross from itself. What did you mean by that,
and were you successful?

SIGMOND: T think in my last comment you get a hint of what I meant by saving
Blue Cross from itself — that some of the plans were becoming so divorced from the basic
Blue Cross concept that it looked like the concept was being undermined by the plans. To
respond to your question, I think it would be worthwhile if T go back to wlk about my
interest in Blue Cross, which actually goes back to the 1940s when I went to work for Rufus
Rorem, who had just left the Blue Cross Commission. By that time, Blue Cross had 20
percent of the po pdmm- signed up. It was the biggest membership group i the nation. In
ten years, he had brought it to that state. He decided to move on because he was no longer
the leader of a social movement. He felt that he was heading up a trade association of Blue
Cross plans, many of which were really much more interested in their own financial stability
than the basic value of the concept.

So Dr. Rorem eventually left the Blue Cross
Comrrusston and went to his second love which
was coordinated planning at the community level
You remember that was one of the other CCMC
recommendations.  So he came to Philadelphia to
head up the Hospital Council, with the idea that he
was going to demonstrate the feasibility of some of
the COMC recommendations in Philadelphia, and I
went to work for him,

By that time, most of the Blue Cross plans
had had enough of the stubborn leadership of
Rufus Rorem. Although he was a Quaker, he was
really quite vigorous in his own way. He was
succeeded by leaders of the national organizanon
who were not very aggressive or innovative.  So,
when any of the plans got mto some kind of a
problem and got litde help from the natonal
orgamzation, they called Philadelphia. If they had

Bob and Babs Sigmond in an interesting problem, Rufus Rorem and I were on
college. Photo courtesy he next train out, because he didn’t fly.

Robert M. Sigmond

® Walter J. McNerney (1925-2005) was interviewed for the Hospital Administration Oral History
Collection in 1979 and 1980, The transeript of these interviews, entitled: Walter J McNerney in First
Person: 4n Oral History. Chicago: American Hospital Association and Hospiial Research and Educational
Trust, 1983, can be found m the collection of the Center for Hospital and Healthcare Administration
History located at the American Hospital Association Resource Center. The complete archival Papers of
Walter J. McNerney are also located at the Center for Hospital and Healthcare Administration History
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You might wonder—why did the Hospital Council people let us spend all that time
out of wwn? 'E’ 1e reason was that our Hospital Council was not @ wade assocation. It was 2
tax exempt subsidiary of the Community Chest thet had brought De. Rorem in to &y to
improve the vi%zcmm;« of the hospitals so they wouldn’t be such a drain on the Comrnuruty
Chest. You can imagine that many of the hospital adsministrators preferced that we were out
of town]

GARBER: How did you become invelved with Walter Mc
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SIGMOND: Tnimall ane one of Walt's mentors, after he contacted me while
he was an administrative resident with O.G. Pratt’” at Rhode Island Hospital. Subsequently, 1
was mvolved with him while he was in Pirisburgh and later on when he set up the graduate
program at the University of Michigan, Ar Michigan, T particip EVEry yEar 1 a surmnmer
;";wm am that he organized for future chiet executive officers of Blue Cross plans, The
participants from t%ze, different Blue Cross plans were sent to Michigan for a month 1w be
ed to McNerney, me, and others who grew up with the CO ,ix’?{a’ Largely because of
this exposure, when Blue Cross was w,ﬁrdupg for someone o Ezzn; new &-‘;éf(‘f;ist?f; at the
national level, McNerney got the job. From that point on, whatever else Iwas doing, 1 was
retlecting my addiction to Blue Cross by beating on McNerney on every occasion to make
sure that he was saving Blue Cross from ugelt, By that, T meant ene oumw:g: the presidents
of the plans to focus on the fundamental goal of thewr « :}fqmumcn which was izmnung]
decent health care for the total population, not simply on unproving their bottom lines and
market share.

Eventually McNemey said, “Look, if you're that interested, why don’t you quit your
iob as head of the Albert Einstemn Medical Center and come work for me? And what I want
you to do s start out by making a detaded study of the r‘si*?\aicif};‘whép between the plans and
the hospitals, and come up with some useful recommendations.” At that time, some of the
plans were beginning to treat the hosputals as the enemy because the hospitals were requirmg
more and more money with litle concern about cost containment. On the other hand,
some of the plans really were sull working too closely with the hospitals. There were other
problems in terms of relationship with the hospitals, especially in the marketing efforts.

So I quit my job at Hinstein. 1 didn't become a Blue Cross Association employes,
but served as a paid advisor on hospital affairs for the Blue Cross Assocution, 2 position
that T held {’?’w many vears, with my office next door to his, I ok with me a former student,
Tom Kinser”, who was working with me at Linstein, and who subscquerntly becarmne a top
Blue Cross executive. We spent six months visiting a %f}fé many of the plans, quizzing them
about their hospital relations. In 1976, the Blue Cross Assocation published what 1 like to
call the Kinser-Sigmond Report, and other people call the Sigmond-Kinser Report’. Tom
Kinser was very important i preparing that report.

" Oliver G, Prant

“ Thomas A. Kinser

’ Sigmond, R M., and Kinser, T. The Hospital-Blue Cross Plan Relationship. Blue Cross Association,
1976,



The report described three kinds of relationships between the hospitals and Blue
Cross plans. One was totally adversarial with Blue Cross wanting to pay as litthe as possible,
the hospital wanung as much as gms:a’e?\ e — almost like a nasty labor-management situation.
We called that the adversanal relatonship. Then we found other plans in mé;wh there still
was a very close relationship Va“:enng around how Blue Cross got started and not thinkung
entirely of Blue Cross as a source of money but understan dzf:ag hmi&; service and financing
as two sides of the same coin, a favorite McNerney expression. That was at the other
extreme, which we called the interdependent relationship. In between, we found plans that
really had what we called a straight business relagionship, nothing adversarial, nothing
special, st two organizations trading money for service.

We recommended that every plan be staffed effectively to have all three kinds of
relationships at the same tme. Ideally the plan would have an interdependent relationship
with each hospital based on a shared vision and shared goals related to improving health
services and the people’s health, But you can’t dance with somebody who doest’t want wo
dance. So we recommended that each plan should be statted up and have programs © deal
with hospitals depending on what the relationship was, bur with the 1dea of always trying to
Move a %’zmpml from an adversarial relanonship o a business relatonship and then on to an
interdependent relationship whenever possible.

GARBER: What was the reaction to the Sigmond-Kinser Report?

SIGMONID: Very strange and m‘axg;@g‘im‘i At that time, McNerney tended to be
ahead of his Board of Directors on many ssues. He was a real leader, maybe too much m
this case, since he had never told the bosses that he had commussioned the study. When he
published it as 4 Blue Cross Association document, much to his surprise and mine, there was
an uproar. Key board members who were mnvolved in adversar al ho spital struggles about
MoNey in?{:rgﬂm*ﬁ our report as urging ff*ff:rvcm to shift to an interdependent r@é%ﬁf)m%zp
with all of their hospitals as soon as possible. They insisted that the report be pulled back.
Evenmally the report was 1ssued with a different cover, not wentihied with the Associaton. 1
actually have copies of the two covers i my files. That was one of the most traumatic Hmes
in my career. Some of the Plan executives really believed that the only way to deal with the
hospitals was as an adversary, but McNerney and 1 went on to promote the broader concept
in the report throughout plan land.

This was only one example of the tensions between McNerney and the plan
executives that resulted in MecNemey leaving BCA in 1981, McNemey's prz;’mm{m of health
maintenance organizations operated by the plans was another example. So, I had only a
limited period of time, between 76 and "81 to be working so closely with McNerney.

GARBER: At the tume that Walter McNermey did leave the Blue Cross Association,
there was also a leadershup change at the Amencan Hospital Association.

SIGMOND: Yes. The head of the American Hospital Assocution at the ume that
McINemey came to Chicago to head up the Blue Cross Association was a very great man, BEd



Crosby", a physician/administrator from Johns Hopkins who orginally came to Chicage to
head up the Jomt Commussion on Accreditation of Hospitals.  Crosby and am,}?“»»ema.j;
formed a very close relationship because they knew that there had to be some major natonal
legislacion about financing of health services at a time when Congress and the federal
government were not ready for it and the American Medical Association seemed to be
oppesed to any change at all.

Croshy and Ma?ﬁﬁmey recognized that the exssting finance system could not support
the requirernents of the hospials. T © were just too many people that were 100 poor o be
able to afford even a monthly premium from the competing Blue Cross Plans and
commercial insurance. In additic n, there was the moreasing number of aged people who
were insurance bad risks. Commeraal insurance avoided the ¢ and McNerney's inthiative
0 ke s:p the Blue Cross Plans strugpling to serve thern was insubhicient. Increas }mgﬁigf., older
people supported E’E“ Social Security were having as much trouble paying for hospital care as
the disadvantaged. The hospital systern was at nsk because the combmnation of patient
payrments, prepayment, insurance and phidanthropy could not keep up with the demand
the system from two costly trends:

1

#  The growing number of patents 1o be served who could not pay

#  The growing cost of the new necessary
laboratones every year.

vices coming out of the researc

Without the leadership of the Crosby/Ma)
Medicaid would have been delayed

verney partnership, 1 believe that Medicare and
"OF SOME VEArs.

One of the important things that McNerney and Crosby worked on was the actual
separation of Blue Cross from the American Hospital Association, where it had been located
organtzationally from the very begmning. You might ask why they would separate if they
working f'? oser and closer together. Because h@{és &,ri}.»%;} and McNerney felt that é}x—:
image of Blue Cross bei ing 2 part of the AHA just confused everyone m terms of how the
izz’zsm&,mg system worked. It seemed more logical for them to be independent and then be
able 10 more clearly define the kind of interrelationships that were in the public interest
Unfortunately, as the relationship berween the two entities was baing redefined, Ed Crosby
suddenly passed away. There was some confusion as many did not urclerstandd that the
separation was designed to strengthen the working relationships nattonally as well as locally.

WO

In any case, the rmmamhig between the Amenican Hospital Association and the
Blue Cross Assoctation rematned very sclid through the passage of Medicare. Nevertheless,
the AHA Board of Directors rejected the recommendation from ﬁe search committee that
McNerney succeed Crosby. Instead, they selected Alex McMahon, a leading Blue Cross
Plan CEO whom McNerney had been grooming to succeed him ar BCA.

Frdwin L. C?&é;%}y, ML (1908-1972) was Executive President of the Amencan Hospital Association from
w&» o 1972

" john Aiﬁ&&ﬁé@? MoMahon (1921-2008) was President of the American %%m@g tal Asgociation from 1972
1o 1986 His orad hustory, Weeks, LE., editor. John Mlexander Moldohon in First Ferson: An Oral History,
Chicago, 1L American Hmpg‘zzﬂ Asgog imzm and Hospital Research and Bducational Trust, 1987, is inthe
colloction of the Conter for Hospital and Healtheare Adwministuation History, located at e American
Hospital Assoviation Resowrce Center.
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In the process of developing the Medicare and Medicaid legislation, McNerney had
promoted the mnovative noton that Medicare would be administered for the government by
competing intermediaries selected by each hospital. Because of the close =““L3.tz<mzz%¥§g
berween Crosby and McNerney, 96 percent of the hospitals selected Blue Cross as the
wtermediary.

In more recent years, the relationship has again become more distant, mainly because
of the growth of commercal insurance and the fact that the hospitals were entenng into
contractual relationships with some commercial insurance companies. Eventually, the federal
government abandoned the mtermediary relationship.

GARBER: Around thus time, in the early ‘B0s, was the ame of the Voluntary Effort
and that was something that you worked on.
SIGMOND: Yes. When Jimmy Carter was president, health care costs were going
up at a very rapid rate and he felt that the hospitals were not aking sufficient leadership in
keeping costs under control. He proposed price controls for hospitals. By this time, Alex
McMahon was heading up the American Hospital Assccmtion. Alex McMahon took the
mutiative of bringing 4’<>gm%}wr the American Hospital Associanon, Blue Cross-Blue Shield,
the American Medical Association, and national business and labor organizations in what
was 2 voluntary effort among those organizations to attempt to contan the rise in health
care costs sutficiently so that Carter’s proposed legislative minative for price control would
become unnecessary.

Walter McNerney felt that 1 was very 3mpa>rmm to bring Blue Cross back into 2
more effective relationship with the hospitals. He assigned me full tme to work with the
Voluntary Effort, which then was headed up by a *mxi AHA executive, Paul Fare. I
became his assistant and spent almost all of my time representing the Blue Cross Association
with the Voluntary Effort, rather than on other Blue Cross affairs. The Voluntary Etfort
had 4 measurable wnpact on the tise in hospital costs.

GARBER: Was the Voluntary Effort successful?

SIGMOND: The Voluntary Effort was successtul from one perspective, m that
President Carter abandoned price controls on %mspif’ s. It never even came to a vote and
became a non-issue. So aganst my advice, the leaders of the Voluntary Effort declared
victory and disbanded. This was not what either T or McNerney wanted to happen. We felt
that the V oluntary Effort was an important bcmﬂnmg at getting the elements of the health
system working together at the community level. We were just getting someplace when the
leadership, not including McNerney, dexadrd ------- well, we've done ity the legislative threat is
gone. But McNerney and 1 saw the V Voluntary Effort as the beginning, not the end of,
something. But that was the end of the Voluntary Effort

At that point, we got together with the Robert Wood Johnson Foundation, which
wanted to support the continuation of the development of collaborative cost-contamment
rutiatives at the community level. We put together a proposal for what became known as
Community Programs for Affordable Health Care ( (CPAHC), 2 $16.5 million program of the
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vt Wood }“ hnson Foundation. The cosponsors were the American  Hospital
Association and the Blue Cross Association and 1 became the executive director of this
mitiative,

The brochure announcing the program states thatt “The share of personal health
; mdimz‘{:\ ‘f o ‘*E‘z:: average "mmE in 1980 was $2,850 and following current wends o

' . - 1985 and more than &%ﬁs,&_u}i by 1990, So announcing
;ﬂ;;}éé'zi@ E:axsim insurance, business and labor wanfing to join tog :z}zss;.a £

[ A

o0 ifi-é

‘ cting the commumi
Sﬁ&*mmé 3 '3mi:¥§"‘p§°‘”3{‘2"i° :ém}. The program attracted a grea
able to fund as many mitial planning grants as we could aftord, zz::ad ENCoura ef;% thers to
psfa'sceztﬁa:% with local ﬁmdmg

As we moved shead with decsions sbout the implementation grants, we ran o
some problems that we had not adequately anticipated. The applicant commurities weren’t
as tnterested i the poal of creating community collaboratves to deal with cost contunment
s having 2 mullion dollars to carry out some very specific project with long term outcome

L g
We had great dithioulty 1 selecting promising applicants for implementation g

As a result, selected grantess weren't making measurable progress in the short run
The Foundation began to wonder if this was a
wntww ile *’Bmg ect o continue o SUPROLL.
They had 1t evaluated by acaderucuns who
iuﬂkf‘d for and did not find sigmiicant impact
on costs within a four-year Q&-.;zoé, There was
fack  of undesstanding  that  we  were
attempting  to fund  new  collaborative
?*dﬁzu"zsham that  would 0ot show
quantitative results for a decade or more.

The Foundation eventually decided to
phase the program out They were kind
encugh to fund me a8 o scholar-inresidence
at Temple University, There have been a
of published articles about this
; I never wrote an article defending
i1, but John Dunlop, who was the chairman of
the advisory commuttee, did.

That was a very interesting pertod m
he history of health policy, when the whole

wiion of community collaboration was being tested in & time when things were becoming
mwmmngiy markei-driven, mcf:mmfwéy i)em@mrme Uum-«c-i wg??z many E’}ﬂ*«pi
concerned with preserving a posttive bo
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on cost containment shifted to the potential of the competittve marketplace, wit
community collaboration hampered by a new emphasis in the courts on anti-trust viclation.

GARBER: How did your work at Temple lead to your involvernent in the tssue of
tax exemption for voluntary hospitals that was based on chanty cave or on community
benefits?

SIGMOND: With my grant from the Robert Wood Johnson Foundation, which
was to look into the future of voluntary hospitals, 1 began to write a number of papers
emphasizing the long history of the socal commitment of hospitals reflected in the
guidelines for ethical conduct of health care insututions of the American Hospital
Association.”® These guidelines set out the ethical community role of the hospital.

Probably my most influenual paper was the Michael Davis Lecture “Re-examining
the Role of the ’fvnmamm* Hospital in a Compettive Environment” that 1 gave
University of Chicago.”” But in the course of trying to revive interest in the hospital as
basically a public health institution, it became clear that increasingly, hospitals were
becoming more and more obsessed with acute inpatient care, rather than a broader
perspective with emphasis on preventative services to patients who do not stay overnight,
primary care, and care of the chronically dl. Although the most dramatic things hospitals do
are mpatent services, increasingly husgméa were actually providing more ambulatory
services than in pmm‘i services fmd were also nvolved in a great many less organized
cormmmuruty activities.  Today, by the way, most hospitals” budgets involve more income
from ambul atory services than inpatient services but there still is this obsession with the
hospital bed.

In the course of attempting to focus on the hospital as an organization with broader
goals than pure inpatient care and a compmitment to community and chanty, I became aware
of growing skepticism by governments at all levels on tax exernption of hospitals. Until the
‘603 the tax exemption for hospitals was based on chanty care,

At that time, the Internal Revenue Service, which administered the program and
decided which hospitals were tax exempt or not, was concerned that with the enactment of
Medicare and Medicaid there soon wouldn’t be any more hospital charity — that it wouldn't
be E{;-x‘-gf betore the people that weren't poor and the people that weren't old were going to

say, “Well, why are they getting financing from the federal government? What about us?”
The IRS anticipated &mfaﬁ uriversal health insurance was going to follow within a tew years,
which would be the end of their role in regulatng hospitals

At that time, the Amencan Hospital Assocation faled in its effort to create a new
basts for tax exemption — narnely, simply an exemption for beg @ health mnsttution, the way

educational institutions are exempt without 2 commitment to Chmt}a They taled. But the

2 Fthical Conduct for Health Care Institutions: Management Advisory. Chicago: American Hospital
Association, 1990, This document is available in the collection of the American Hospital Association
Hesowce Center,

¥ Sigmond, R M. Re-examining the Role of the Community Hospital in a Competitive Environment. The
1985 Micheel M. Dewvis Lectwre. Chicago: University of Chicago, 1985,
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IRS discovered that if you go back into the true mmfzimg of charity i old i.?mgii:&i‘z COMMon

: .. i st i Mﬁw?
;m!izci }n ﬁ{*i‘mm on ui" chartty by i’irzm“ strative acton, not by a Con mm@mwﬁ achon,
that charity was to include not ouly chanty care but also community benefin,

After having done that, the next step for the IRS was to develop regulations that
would dearly define community benefit. They went to work on "’n'si‘i‘ and 1 helped a hutle bi
But when they brought this to the zi’étt"‘?“l\,ﬁ of the head of the RS, he said, "Wait 2 second.
T don't think we're going sal health insurance in a hurry, 1 don’t think we need
o get nvolved in defining community benelit” He was right, as we are stll locking forward
to legaslation for umv {.\Zf&&:i health care.

5o the IRS has never for

nally defined community benefit. The only gusdance untl
this year has been to examine how they have handled certain cases. But it became pre
clear to me over 20 years ago that the hospitals and the hospital association should d jefine
community benelit stands a,ri»«, for the hogpitals, With the then-chairman of the board of the
Arerican E"i(kf@?}iiiﬁ Assocation I brought this idea o the Kelloge Foundation and they gave
us a muthion dollars to develop standards for community benefit,

GARBER: The AHA chairman that you refer to was Ed Conng st

SIGMOND: 1t was Bd Connors, whom 1 had become very close to when T was
serving on his board of directors when he headed up one of the Mercy hm;n% systems, We
intended that this million dollars mmkl go to the Trust of the American He srémé
Association - the Health Research & Educational Trust (HRET) — and would be carried out
there. But it turned out by this time, Alex McMahon had retired and we had 2 head of the
American Hospital Association who felt that getting the Association o nvolved with
creating comnmunity benefit standards would create some member tensions. The mvestor
owned Ezo»sp;?,a}% were becoming more mnportant. Much to our sueprise, HRET declined the
million dollars and so the project was set up at New York University, staffed by Tony

Kovner™ and Paul Hartis™, who now is at Tufts University.

Jur goal was to develop and test standards that could be adopted by the Jomt
{”‘nmmmwn on Accreditation. We worked with an outstanding national advisory committee
and others, helping us to develop a set of standards that was written wn that very strange
language that JCAHO uses. We called 1t “JCAHG e

Then we put out 2 brochure to the field and announced that we were looking for
hospitals that wanted 1o test whether these standards would work and would be helpful
them i developing a systematic community benefit program. We made a very special poin,
having learned from our experience with CPAHC, that we dide’t offer them a dime. We
offered them the prestige of being part of our program and what they would leamn not only
from the staft but from cach other. Some people thought that was bizarre. But hundreds of

' Edward 1. Connors was Chairman of the Board of Trustees of the American Hospital Association in
1989,
:5 Anthony R Kovner, Fhlb.
' Paul Hattis, MD, JD



hospital representatives showed up for meetings for potential participants, We actually got
135 applications from hospitals wanting to test these standards.

In developing standards for hospital community benefit programs, we made a
distinction between a h()h?it&g”ﬁ service area and its communities. Most hospitals define their
service area as the geography from which they draw patients. Obviously, they wanted that o
be as large as possible, We emphasized: If you really want to do something in terms of
benefiting 2 community and have measurable results — which was key to our standards, that
there be measurable results — you're better off t target the smallest pf}sgé%ﬁ{-’: commurnity and
probably target more than one community, because each commuruty has its own culture. A
commmunuty 18 not just a poepulation with some common mterest or charvactenistcs. We
defined a community as: “all the people and all the organizations i a reasonably
circumscribed geographic area with 2 sense of interdependence and belonging. Intiatives by
hospitals to benefit a community necessarily have o reflect the rargeted community’s shared
values.” These standards called for the hospital w0 develap a systematic program consisting
of various actrvinies and projects designed to give more explictt shape and dentity to what
the hospital 18 doing o fulfill its community comuatment. The standards called for changes
in how the hospital's community service activities are governed, planned, orgamzed,
maraged, reported and evaluated to demonstrate real value to targeted communities. For
each target community, projects are 1o be designed to wnprove health status, or to address
health problems of underserved populations, or to contain the growth of community health
care COsts. standards also call for actvites to promote collaboration with other
organizations 1 each targeted cormmunty, and activities to assure that the community
benefit program is fully integrated with the hospital’s more traditional activines and not
viewed as an isolated “add on’ " by the medical and nursing stafls, other professionals and the
management tearm.

bed

GARBER: Do you feel that the Kellogg tnitiative that youwve been describing has
had an ongomg impact?

SIGMOND: My own impression is that it had a signilicant inital impact, despite
the fact that we did not focus on developing 2 commuruty benefit program to meet the
requirernents of the IRS. We were attempting to develop a community benefit program that
was consistent with the AHA ethical standards and the misston and vision of r‘mﬁpemi“
Some other hospital organizations developed standards that weren’t quite as demanding as
ours because they were focusing on meeting IRS requirements. We had stronger standards.
Chur major impact is reflected in the mcreasing number of hospitals with community benefit
departments, not simply organized data collection of commuruty benefit activites.

To our disappomtment, when we offered to tum the standards over to the Jomnt
Commission we ran into insurmountable cbstacles. We dealt with a great person, who's still
there, Dr. Paul Schyve.” He was very empathetic with what we were trying to do, but he
also told us that the Joint Commission had a lot of other initiatives on its agenda having to
do with issues of quality, and other ﬂ'}iz&gﬁ; that related to increasing pressure on the Joint
Comumussion to be a stronger force in rasing hospital performance with respect to patient
care. S0 he told us that he couldn’t assure us that the Joint Commission would nurture our

Y Paul M. Schyve, MD



new baby the way we would like. We wanted to team up with the Jomnt Comumsssion
p(‘méﬂy serving 2s an advisory comrmitiee, but he said the Joint Commission had had bad
experiences with other groups along that line and woulde’t do that again. We never did
reach an agreement with the Jomnt Commission. The Kellogg Foundation then gave some
money to the Health Research & Educational Trust to carry on, but the Trust staff wentin a
ditferent direcon.

GARBER: Let’s talk about your most recent activites.  In 2005 you were named
the McNermey Fellow of the Health Research & Educanonal Trust. What s the McNerney
Fellowship? Were you the first Fellow?

SIGMONIY: T was not the fiest %féi{m

In the begintung, T was involved in helping to
vasse the money that created the E*a‘ﬂmshzgs
Thers were five Pellows before me. The

Fellowship was created mainly by frends &mi
admirers of Walter McNerney after he had 4
series of strokes that left him unable to speak or
write, His head was dear and he kept in touch
with devel ogxmmzv i the health field, but quire
suddenly, he was nor the major force in health
g}e;h vy that he had been for decades. Alfter some
s, we created the Fellowship to support a
fellow each year a8 part of the educational
actrvities of HRET., The Fellow was to be an
established health leader who would mke some
time and reflect on the perspective of Walter
MeNerney.

I believe that  something in  the
neighborhood of a half million dollars was raised. The Fellows conunued in ther jobs
although some were in the process of r@‘iar’wg Among others, we had such wonderful people
as Gail Warden™® and Howard Berman® who had been graduate students under McNerney
at Michigan. Thern one day 1 heard that they had run out of money to appoint a new Fellow.
By this time, McNerney had been out of the picture for almost a decade, and they had
decided to close down the Fellowship,

stoan touch with the Heslth Research & Educational Truss, where 1 had earlier
served as the Hdwin L. Crosby Fellow, and offered to be the next McNeeney Fellow with no
pay, if they wanted to keep it alive. My prmary goal would be to get the Fellowship
endowed, which was my onginal concept.

In 2005 1 became the Fellow, and Pro sull the Pellow, promoting the values of

" Gail L. Warden
¥ iioward 1. Benman
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McNerney's perspective for the 217 century along with raising the money for an endowment.
Although close to a half mullion dollars has been raised, due 1o some unusual circumstances
none of that money has been turned over to HRET as yet.

The problem that T ran into, which I did not anticipate, was that the people that 1
was approaching o re-fund the Fellowship——and they were quite interested again because
right at that point Mr. McNerney had passed away — told me they were not interested in
having it funded at the Trust because they were concerned about how the <§rigﬁn:;§: money
had b{:‘ﬁfi’} managed. I went into 2 series of negotiations with the Trust to provide an active
advisory group to help in the HRET Board’s decisions about the Fe Hm shiup. Those
negotiations never came to fruition so eventually, with agreement of the Trust, we created a
new 501{)(3) organuzation called the McNermey Endowment. The Endowment now has 4
website, with many of McNemey’s most recent papers and his oral history, m which,
interestingly enough I participated in asking the questions. I am actively continuing to raise
money for the Endowment. Twas mvolved w that actvely as recently as vesterday.

GARBER: You've also become involved agamn with your early love of local health
politics. What have you been doing?

SIGMOND: I could easily spend an hour telling you about that. Let me just say
briefly that in Philadelphia a few vears ago, a gfimi of community activists, of which T was
not a part—IE'm a little more wz?}a drawn than a genwine community activist but Pm always

ready to help them to be effective — did something that everybody told them they wuéurﬁ
possibly do. That was to get enough signatures to put an mitiative on the ballot, which had
never been done before in ?hﬁiﬁd{iphﬁa The community activists were trying to tum
Philadelphia into California, where there are ballot initiatives all the time.

To make a really long story short, the vast maornity of the voters approved an
amendment to the cty charter requining the Health Department to develop and maintamn a
plan for “decent health care for all Philadelphians.”  Decent fealth care 5 a McNerney
expression.  Usually when you're hearing talk about health care, you'll hear about highest
quality care for everybody. In fact, there are a lot of reasons why most people wouldn’t want
highest quality care like the President gets, and there’s no way you could have highest qu;ﬁaéﬁy
care for everybody all the time.

So McNerney suggested a more realistic modest goal. He defined downt bealth care as
the kind of care you 'd want for your tamily. Everybody ghmﬁd have that kind of care. With
that amendment to the ?hi&deéphm city Ch&ﬁ:ﬁf the Health Commissioner had to find a way
to develop a plan for universal decent health care. He had to do 1t with very litthe money for
that purpose, because the mayor was not enthustastic about supporting follow-up to ballot
inttiatives. The mayor allocated only $25000 for development of the plan, not enough to
attract professional proposals.

We did get a group of graduate students from Princeton University to take the
money and develop a plan for us, which would meet their thesis requirements for
gméuamn, so 1t didn’t seem like 2 little bit of money to them, I became their advisor. They
developed an excellent plan, which was put on hold as we got involved in a mayoral election.
1 supported a reform mayor who was elected, much to the surprise of the pundits. He has
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1t on the back burner until
he more cntical problems in our city, like safety on the streets and getting
slieve he knows that befors %“zf gets around 10 3 xwomi
ot to turn his attention to decent health care

continiued to put the implementation of the decent health care pla
he solves some of ¢
a public school s
termy, he's

tern that works, Th

fying relationship working with
d the mentor-mentee relationship over your

GARBER: That must have been a particularly
the graduate students :
entire oareer.

use you've eny

SIGMONID): That s absolutely the case. 1 think the most enjoyment Pve had i
our field s with the pe a;:ﬂfés* that Ive mentored during the past 50 vears. Uve always been
involved with some graduate program, though I was never mwch involved with the faculty,
fust with the students. 1 have former students today who are so successful, heading up Blue
Cross plans and health systems and consulting ﬁmtz&x, that they're making more money this
year than I made in my whole career.

Lam in regular rouch with former students, some 1 their sities, and have attended a
tew vetirernent parties. 1 alse e students in their early twenties.  Mentoring 5 s0
inportant 1 me, because 1 was so well mentored by Rufus Rorem and others. Also, a
num
and in touch with reals

ser of the students that 1 started o i"zwmf)?“::"sg become my mentors, keeping me b

ty. Outstanding examples are Walter McNerney and Howard Bermy 0.

GARBER: Letfs wun o your thoughts and obse
th care system and about how best to finance care. Do
lth care systermn is struc

ations about the nature of the
you think that the way that the
tured today s the best way to deliver care?

E“?f:r'i

SIGMOND: No, I do not To help explan why, let me szgwnd just 2 few minutes
ﬂu%mx it clear what the word “system” means to me because it has varous meanings. As a
sult, frequently in conversations about the health care system, everybody’s ta ikmc ACTOSS
h other. The essental defingion of system that T think you'll lind in the dictionany

system 18 all of the parts that make up a whole and their interr elationships.

o
§

Now, notice that definiion does not requure that 2 system have & purpose. Some
systemns have a single purpose and that's when system theory works best. Everyone agrees
that there’s a single purpose. Everything is focused on that single purpose and one can
develop 2 very systematic approach, in which all the parts are related to each other in
fulfilling that purpose.  Subordinate goals that most people focus on can only be achieved
withir: the context of the over reaching purpose.

An example of that would be a system 1o get 2 human bemng up to the moon and
back. There are probably a lot of subsidiary purposes, but the mamn thing is to get that
person back alive, so everything else 15 subordinate to that. Most systerns have multple
purposes, and interestingly enough, you have systems with no known purpose. Let's take as
a wseful example: 2 mountain syster. I 2 mountain systern has a purpose, only God knows,
But if you want to dall 2 runnel most ethiciently thmm%h a mountain for a ralroad toack
starting from both sides, you better take 4 systematic approach or you will daill two tunnels.
You better know all about the elements of that mountain and how those elements relate to
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each other and let the ssue of the purpose of the mountain be with God. You are not trying
to change the mountain system, only trying to get through it efficiently and effectively,

Most systems, including the health system, have multiple purposes. Usually, different
people wdentity with different ones of these muluple purposes as the purpose, leading to
conflicing notions of how t© navigate or even visualize a reformed system. But unless
everybody agrees that some particular purpose is the purpose, systerm theory is not useful in
determinung the best reform strategy. Without commitment to an overnding purpose, it may
be possible to navigate the system somewhat more effectively for some particular change,
but any approach to real system-wide reform will inevitably run mto unintended
consequences and fail.

For example, when most independent medical practivoners think about the health
care system, imphicitly they are thinking about the problems of physicians in serving patients.
Vorking 1 a public health department ot n( spital, they think about the system quite
differently.  But independent physicians and the hospital and the health department are all
part of the health care system, which will not function effectively and smoothly unless
everyone 15 able to subordinate and adapt individual special interests to the overnding
purpose that will drive 3 reformed systerm. We are not close to being there yet. Many policy
experts don’t even consider the patients’ fardhies or Congressmen as key elements of the
nation's health system.

As T see ity the COMC recommendations, with the emphasis on an overriding
purpose of continuous health improvement, pont the way to reform the health care system.
Of course, a focus on improving health s quite different—much broader—than a focus on
disease and disability or a focus on the individual patient, as important as patients must be, If
the fundamental focus 13 on health, you have an entirely different system than if the focus s
only on sick pattents.

Recently, there has been both wcressing fragmentation of g}mp@se among
independent units of the health system, but also increasing recogmtion that health s z”zmd
more than the absence of digease and disability, much more than hospitals and medical
practitioners. There i3 also increasing unde m?’mdmg that many of the factors mvelved n
better health and health care are currently not rsauziv controlled by health professionals, or
even by individuals acting alone. Collaboration is required. Unfortunately, in recent years, the
health care system in this country has been moving away from focus on better health to
focus on better bottom lnes. The health care system would be much simpler and probably
much less expensive and much more effective 1f everyone subscribed to the idea that the
fundamental purpose of the health care system 8 o mmprove health of all the people,
commumnity by community. That's the context in which I want to address your question
about the health system,

GARBER: Do you feel that it's incumbent on the hospital to take leadership in
focusing on contributing to the health of the community?

SIGMOND: From my perspective, having grown up with the teachings of the

CCMC and the perspective of the ethical standards and gumdmm of the American Hospital
Association and the American College of Healthcare Executives, a cormrnunity hospital really
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has no choice. The hospital board and rop management should 1
mussion and 2 visien that places everything that the hospital is do

gin the context Tx‘f{ gsia.yiztz;gg
2 significant role in improving the community as 2 healthy place in v which to live or work,

Now, that does not mean that the hospital neces
all the other elements of the he

arily becomes the leader, ahead of
th gystem. To rve, a leader must have followers and

that requires collaboration with other leading organizations. Ideally, not only the hospitals
but many other orgamzations can take the lead in carrying out 4 common overarching goal
of the communty *1(‘33 hosystermn. The hospital, of course, is in 2 unique position in any
community because it 13 st;i. its own important workshop for most physicians, and other
fer peﬁpeczﬁw of the role of that
:'i \,f;mr*;z i,d F i(}xg)‘*’? Soard of
the

health professionals. As such, it can promote a brog
vy among mernbers of the me d;a zﬁ Wafi and ott er
ave great levers

Real iizﬁ&ahi? for health care refonm requires
among all the leading community organizations, free of concern about so-calle
trust i(: gal acton. As I see it that calls for renewed attention i the &5\?;3.’1 {::{::.s ,
i’)?\“zxrmﬂd&ﬁuﬁ that every community have an organization 1o promote this aspect of any
canization’s planning and f;@uwum Coord m'iied collaborative planning in the use of
hmted resources is the essential rmussing element 1n the structure of the nation’s health
system today.

Actaally, in the early 1960s, with leadershup from Rutus Rorem, voluntary g?'i‘*‘mmg
AGENTICS Were created in many urban areas, based on the COMC model. The emphasis was
on promotng much more comprehensive planning withan hospitals that reflected  the
American Hospital Association’s ethical insttutonal guidelines with respect to community
service. At that nme, no single hospital had anyone on the management team with the word
lanming 10 their tde. Others jomned Rorem and me in gmmmmv the creation of voluntary
agencies to encourage coordinated planning by the hospitals themselves, with ma
emphasis on collaboration amofg the ditferent ’zxsxpmk The most influential people m this
development were Sy Gottleib™, Marty Palin, Steve Sieverts, and George Bugbee. Planning
by the hospitals themselves, %‘aii.uwmﬁ agreed upon principles and processes and evaluated
by a coordmnated gi:‘mmmf agency, made a lot more sense than the zﬁ“ayhar natve noton of

ommwm} -based planning organizations developing “master plans” for the hospitals to
As z result, 2 new profession of hospital planners emerped, with thousands of
planners now employed by hospitals throughout the country,

But today, there is not in any community, a2 respected, powerful planning agency to
assist various organizations m doing their planning in collaboration with other organizatons,
all commutted to an over-niding common goal, such as continuous improvement in health
services. In my opinion, this 13 the only way we will eventually develop a health care system
that provides decent health care for all the people.

GARBER: Thers was a plarmung structure set up m the United States in the late

“60s and early 705 at the state and local level. A lot of that has been disbanded.
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SIGMOND: Right.

GARBER:  What was the difference between that structure and what you're
proposing?

SIGMOND: Unforunately, in the late 19607s, the federal government developed a
national pattern of support of planning agencies which were perceived to have had the
power to disapprove or approve speaific hospital plans, with little or no consideration of the
nstitution’s mvolvernent with other organizanons addressing the same community needs.
The new planning structure was primanly interested in containing unnecessary expansion of
acute inpatient care, with less emphasis on improving comumunity health services and
outcormes. Competition among nstitutions for approval of sirular “ceruficates of need”
seerned to otfer more important incentives than voluntary collaborative planning ocutcomes,
Eventual E} these g‘?mﬂmg agencies were seen as obstacles to effective planning, and gave
community-based planning a bad name before they disappeared from the scene. The courts
contributed to the trend away from collaboration a3 they ruled that even voluntary
collaboration for more effective community service was subject to the restictions on “per
se” anti-trust activities. T believe that the time is now ripe to re-establish community planning
agencies with the function of assisting hospitals to plan collaboratively with the common
goal of improving community health services.

GARBER: A major impetus for the development of certificate of need programs
was to help to control nsing health care costs.

SIGMOND: Right, primanly through control of increases in the supply of acute
care beds.

GARBER: Lets talk a litde bat about money. 1T understand that you don't like to
talk to about hospital reimbursement — that you prefer another term.

SIGMOND: If you think about the concept of reimbursernent and you say—"Do 1
ever get reimbursed as contrasted with getting paid for what was actually spentin piamdingr
the services histed on the patient’s billy” ~ I think right away you'll realize that the only time
you are rewnbursed i3 when you travel for business and you submit the bills and you get
resmbursed. The basic notion of reimbursement is that you get paid for whatever you spent.
That isn’t the way anyone ever gets paid except for travel expenses, With the retmbursement
rundset in the hospital field, T do believe that reimbursement has been a major contributor
to nising hospital costs, even though hospitals have never actually been reimbursed. So, 1
think we cught o get realistic and start talking about other methods of payment.

I believe, for example, that the way the Veterans Admimstration pays its hospitals
may be a madel for the way we cught to be paying all hospitals. Each V.AL hospital submits
2 budget each year and there 1s negotation about whether the budgets that are subsrutted are
consistent with the overall goals of the Veterans Admunistration. When that discussion ends,
the nmpmi 18 paid the amount that s agreed upon. This elimunates all the expense of
rendering fee-for-service bills, pmem by patient, which 1s about as microscopic an approach
to controlling costs as you can imagine. But that’s what we do in this country. The hosputal
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goes 1o the trouble of sending out a detaled bill for each patieny, gven though most public
payrnent s made through contracts with thued party pavers like Bhlae Cross,
can get away from pa yment for each pz‘zxmrzgt:um and other speatic servi
toward a payment system based on an approved budget that reflects an appro
plan for wnproving the health of our communities. Thar s the way most hospl
all over the world,

The simplest way 10 move toward payment based on the budger rather than on
¢ 1o mda azéu ' 'a?ixzm Q«smid be &'zs: each hospital to contract out the entire billing and
by payer which would guarantee o pay all the

L0

money in th anprim,d hmg}mi badg}:& This pi&n as contrasted wit
other Hed single payer plans which are ce 3 nt plana, In the

complex financing world of hospitals these days, single pa:w at bf: end of the prou:»;x 3
much more doable i our sovtety than sngle payer at the beginmung of the process. With »
single payer chosen by each pre ovider to m}m charge of getting the hos ymi patd, we can
continue to cxploit the advantages of muluple sources of payment, not just government
sources. Purthermore, with the thurd party payer concenwating on ersuring  better
management of the hospital’s strategic plan and budger, 1 will no longer have w0 be mvoéwd
in cernfying the effectiveness of clinical management on a4 case-by-case basis as iy the
comon practuce today,

GARBER: Is there a way w0 provide s
underinsured?

az o care for the uninsured and the

SIGMOND: 1 believe so. The key 18 in better management by each hospital of the
quality, costs and revenue assocated with what 18 now wdenulied as uncompensated care.
When I started out in this field back in the 1940%, there was no gquestion that anybody who
needed care or sven thought they needed care coul d go to the nearest hospital and get care,
Access was 1ot an issue, because all the hospitals in those days were providing not only
grnergency services but alse chanity cave for the uninsured who could not afford care from
private practinoness — and not just for inpatient ca

ey

Like most hospitals, the Albert Einstein Medical Center where I worked had dozens
of free clinies staffed by supervised, unpaid volunteer physicians practicing on ﬁwqe gn?fem@
which was the most common way of learning to become a board-certified specialist in those
days before the rapid growth of rff.:«;idem:v p;ﬁ“«*‘}g{f?mfs Téw%ﬂ f%}a’)ﬁg\i?;ﬁi ‘“}z-‘/‘ix:-,i“’»f {:unm (:if‘\%;ffs;i
down when Medicaid provided funding
practutioners. The ;i*«:<;m*fta;3‘*§<>z*- was that e \'%‘E‘«?ﬁ*éia was g:;my o bs zfs:rgrﬂhzzsiwf& but sﬁf
course, it did not %m;zgwn that way. With disappointing rates of payment mstead of
reimbursement, the private practitioners limited the number of Meds and other
uninsured and undennsured patients in their private offices. As these pauents flocked to
hospital emergency {%epuﬁmw for pamary and specialty care, the hospitals recently have
had to serve an increasing number of the uninsured and underinsured.

Currently, the nation’s hospitals are spending in the neighborhood off 30 hillion
dollars annually on gma‘*(}f’x‘pﬁ%at@ﬁ care. Legally, ﬁ{}&gﬁs;t:ﬁ:s are not allowed to turn away
patients without af least ;zw)mcmw emergency services and referral for follow-up care. For
patients who do not have conunuiy of care through povate pracuotionsys, the best

B
fd



ermergency physicians will not only make an effective referral, but will follow up 10 make
sure that the patient is actually seen and cared for after being discharged. Dedicated
emergency physicians know that without arranging effectively for contnuity of care, these
patients will soon be back, again and again. But wamwmmt@k‘ patients without ;\m“:ac::
physician connections are usually discharged from the emergency departments of most
hospitals without any systemate procedure to assure access for follow-up continmuty of care,
So today, in a lmited way and at great expense there 1s universal access to health care
if only in terms of the mtial contact in the hospital emergency room. The simplest way to
provide umversal access to care for the uninsured and the underinsured 15 by more
comprehensive regulation of the discharge practices in hospital emergency departments to
avord discriminatory practices affecting patents without effective private practitioner
connections. There could be new rules, consistent with best practice, to make sure that
required follow-up care s effectively arranged etther by referral elsewhere or grmi&@:@ by the

hospital itself, This would avoid current practices in many hospitals which discrirminate in
terms of access to decent care by emergency patients who are not admitted and who do not
have an effective connection with private prgﬁmﬁia&mm,

I believe that the country and ethical hospitals are ready tor a government inttiative
to end discrimination against the uninsured and undernsured m hospital emergency
departments once and for all. This could take the same form as was so effective  doing
away with other forms of discrirmination m the past. At the ume that Medicare was enacted,
many of the hospitals, especially in the south, discrminated i the most outragecus way on
the basis of the patient’s race. Such discrimmnation was based on the hotion of separate but
equal hospitals limited to serving racial groups. When the new Medicare law excluded
hospitals which discriminated on the basis of race, overt racial diserimination by hospitals
disappeared overnight, despite all the financial and other implications. The country was
ready for the change, and the hospitals really had no choice. I was a member of one of the
teams that the government assembled to assist mmmmz*f} leadership in vanous southern
cities in their efforts to deal with the impact of the change on the many hospitals that
previously had served African-American patients.

The EMTALA [Emergency Medical Treatrment and Active Labor Act] rules could be
changed by legislation, so that if a hospital wants to participate m any federal government
programs, any patient that comes o the emergency room must be assured of comprehensive
follow-up care. That care could be provided by referral to a reliable source of care, or by the
hospital iself, Of course, many hospitals mught close their emergency departments, and that
might not be a bad thing either. But the hi)ﬁpj.mjlﬁ that wanted to keep the emergency rooms
open would comply. You z’mght say, “Well, how can you make them do something that’s
gomg to cost all that money?” The answer 15 with sensifive management of the new
EMTALA regulations.

Pl give you another exarnple of <wermméﬁg discrimination by sengitive regulation.
About 25 years ago, when there was concern in this couniry about wheelchair access,
legislation was passed requiring buildings to become wheelchair accessible. Regulations were
dweiaped and a federal department was created to administer and enforce those rules. That
ﬁbpaﬁmem didn’t have any money to pay for the necessary adjustiments that had to be made
in buildings, some of which would cost mullions of dollars. So the government entered into
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consent decrees, some of themn running over a period of 25 or 30 years. The cons
required the bullding owner to have a plan, a reasonable plan for ever
wheelchatr accessible.

Today, you find that wheelchair accessibility is becoming universal and o didn’t cost
the government a dime beyond the cost of gmmﬁmg the programs. Did 1t cost 2 lot of
money to those who own bui nldings? OfF course 1t did. But then, building owners always need
0 spe nd money 1o keep thewr butdings up. So the same thing could be done with Eii"ﬁ%‘«”i?i"iizig,

w0 comprehensive Care "”E"E*a{ ;

o be commits a,& o continuous decent care for am ﬁ:t‘mz& ﬁ“n’f the iz{f pita E SETVEr

-imy nore money? Um not sure 1 would cost any ‘more money it the

avy foo ; f:giznttisméty of care, we are
t;gwdmg almost twice as mmh mmm pf-*r capitz than other developing countres and
developed countries, We'te spending too much money primanly because we are not focusing
on decent health care for all. Of course, for the short run, some additional federal funds

would help i the sansion from episodic to continuous, comprehensive care,

GARBER: Thu s an election year and L wondered what you think the prospects are
for comprehensive health care reform legislanon.

SIGMOND: [ think it is now generally understood by leaders in both political
parties that our health care system does not work as effectively as in other countdes. Some
s broken. Clearly, new legislation that will help to reform our health w*w systern 1s
reguired, There's a ot of discussion about what such legaslation would look ke but there i
no consensus about that, L}ar‘*ﬁj} because "-‘Em“st everyone 15 focusing on msurance and
maney and not on health, But the sihuation 15 3o bad in terms of &iaéﬁﬁ?ﬂ access and cost that
within the next five or six years we probably will have major legislanon focusing on health
mprovement

I¥s very much like the simaton that McNerney faced in the early ‘60s 1n getting
something through Congress that became Medicars and Medicaid. Without consensus on
wh;&a‘ to do, t%zs:tm 18 no hkelihood that thers will be major legislation in the first term of our

w president. There are just too many other pressing problems having to de with the
at:s,:ozmz;xye with the war, with the educational systom. We will not have ume, even o the new
president wants to make 11 2 top priogity — and I don’t think the new prmdmt will make ita
top priomty ~ to develop the kind of consensus about the nason’s health system that will
lead to major reform until the second term, maybe the second year of the second term of the
new president

But during that tme, there will continue o be changes, community by community
and state by state, wrestling with cnsis condions and frequently finding local solutions. The
reform will emerge, five or six years from now, as the people and the polincans understand
that the real reform has to take place at the local level. The national reform legistadon will




provide postfive and negative financial and regulatory incentves for communities to develop
incremental, tested changes that will result in improved health.

That's going to be the history. The reform will not occur as a result of some major
piece of msurance legislation. It will ocour from successhul, innovative developments in
communities that will spread more rapidly with positive and negative incentives from the
federal government.

In my opinion, the goal for real health care reform in terms of money will be to
bring the level of health care expenditures per capita in this country cleser to the
international average without adverse effects on quality or access. Itf's going to take some
years for somebody with more politcal skills than me to develop the best legislative
approach to spending less money for better health. But there 15 no question that we spend
too much money, We can do a2 lot more in health improvement with 2 lot less money. As
one presidential candidate often says, “Yes, we can.”

GARBER: In closing, as you reflect on your experiences in the health care field
over many vears, what do you feel are some of the key lessons that you've learned?

SIGMOND: That's a tough question. 'd say first of all, I learned that money s
very important, but it also can bring out the worst as well as the best in people. The other
lesson 18 that we have got to find ways, and it’s difficult, to relate the goals of various
elements of the health care system to a larger goal, such as the goal of decent health care for
all, so that as people make thew health-related decisions every day or every year, they're
thinking at least m part—How does this relate to my playing a more significant role in
decent health care for all the people?

I could think of a number of other lessons, but my focus has always been on maling
things better at the community level. You just can’t have a decent health care systern for an
individual — 1t has to be for the whole community, where the key institution is the
community hospital working closely with the public health department. I think if people
think of me, it might be i terms of that kind of emphasis: decent health care requiring 2
total systerns approach but basically focusing on the community and focusing on
nstitutions, of which the community hospital can have the greatest potential.

GARBER: Do you have any regrets related to your professional career?

SIGMOND: 1 think that in an earlier part of my career, 1 just had a lot more
patience with people that I was working with, and I think I made a lot more progress. At
some point I began to get tmpatient that things weren't moving fast enough. 1 think that 1
became so mmpatient that 1 ended up losing what I think 1 had in the terms of 2 leadership
role, because the key to leadership is followership, and you don’t have a bunch of followers
that you're mmpatient with.  So I regret that 1 have, especially, m the last 25 years, been

GARBER: Related to legacy — you alluded to one or two things earlier, one being
the nearly ubiquitous nature of planning departments or planning staff at hospitals all across
the country. What other things do you think will be part of your legacy?
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SIGMOND: iy think that one can get obsessed with things ke legr Hach
of us has a short ume on this carth and we should make the most of it while we're here. As
I thunk about the problems I'm encountering trying to get people to think about the legacy
of Walter McNerney or Rufus Roremn, T don't see much le acy for most people like me. My
real legacy is a lot of former students around the cour ntey wh 0, “Jvha ther they would ativibute
it 1o me or not, tend o think about solving their problems in 2 larger perspective than if they
hadn't been in touch with me. They know that improving health care services and
community health is more important than improving the bottom line, They can’t forget the
COMC, Rufus Rorem, and Walt McNerney and what they accomplished. So 1 am more
interested i their legacy than mine.

You suggested another way to look at legacy: Is there anything you did that really
changed the health care system? 1 do think of three tmes when 1 was in the right place at
the right time o play a m(}éﬁ.i'&'hip role in & significant change.

Une was the development of strategic planning within hospital organizations. As 2
second example, 1 was able to encourage the hospitals and physicians in the Pitsburgh ares
»»»»» I mean the county medical socenes — to fake the lead on attempting to control hospital
mnpatent utthzation on a voluntary basis. Physicians on the hospital medical statfs did that
work voluntanly because they thnngﬁ‘% it was the right thing to do, years betore hacdly
anyone had ever heard of utlization review. They thought i was the night thing to do
because they were afraid that f they didn’t do i, group prac tice wWas going 0 come mto the
area stimulated by the steel companies and the unions. So their motives might have been
g\&rﬁ self serving, but T was able to take physt t0 %R’aw%zm,
during the time the Medicare leg
into the Medicae lepislanion, which people said couldn’t be done. I Lomsﬁéy don’t *}f;m\ it
would be m there f T wasn’t deagging all those physicians down to Washington., Now, do 1
like the way utilization control has developed? Not entirely.

ran ”sf‘fer physician down
slation was being enacted, and we got utl

3§

The thied thing like that ia the notion that hospital coramunity benefits should be
organized. I can tell you, to end this maybe on a humorous note, a couple of years ago,
heff: was 4 Dig meeting on community benefit with a bi g roomiul of people, and T was
introduced as the father of community benefit, not as the godfather but as the father. 1
remember responding t¢ that by saying: Whoe was the mother? Then I speculated on some
pecple and hoped that thewr husbands wouldn’t be too concemed.

GARBER: Within the past few wecks, vou woere awarded an unusual \A‘am{; and this

15 the second time that you've been so honored. Could you tell us abour

SIGMOND: Well, yes T can. I'm a founding member of a group that some of us
ned about 25 years ago to meet every summer and malk about how to make the §1e33§4*§";
are system more gi%smxc to think back to the CCMC days, and what we each should be
&,EQH}&% in our various jobs around the country 1o move t-hmg;:. i the right direction.

After the second year, cc;“ﬂe?ﬁzm; said, "We've gotto give a name to this organization
o mnclude in our e meme statements.” We decided to call it the Health Policy / Tssues Group,
wse that's what we were walking abour. Quuckly, Health Policy Tssu
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shortened down to HPIG. Shortly after that, we decided to award the HPIGer of the Year
Award to one of our members who would be required to display the HPIG symbol, 2 statue
of a pig, on his desk throughout the year and emphasize to everyone his commitment to the
values of being the HPIGger of the Year. And so this has been awarded many, many times
over the years, and 1 got i1t maybe in the third or fourth year,

Lo and behold, this year—maybe because it's my big eight year—they deaded to
award it to me a second timel So obwviously T could not do this \;mi history without sharing
the PlGgy with you. D'm only the act:am:% person to be so honored twice. I'm in the
distinguished company of Howard Berman, who many of you know is the recently-retired
chief executive of the Excellus Blue Cross plan in Rochester. 1 1 read off the st of other
names, you would be impressed that T am in very, very good company.

Now, what we Hmi:eﬁ Emr@ hs::‘n %ﬂhmgb 'zi"amzt just iﬁaiv is: Can we be ﬁ?’{ﬁiﬂi‘;i&

or p ;
we a‘iwcm%ifﬂ ?E'm at our Eﬁ}iix mse’:wzw ?ﬁw? té&e %a@ﬁir*ﬁ%m {mm’ewﬁa& the <'s?*dmiﬁm Burl
always had an unusual quality of being rspmm‘«?“i no matter what I find good reason to be
optimistic about the values and ingenuity I always find in my contacts with health care
practitioners at the comomunity levell This year 1 am especially optimistic because of the
current leadership at the American Hospital Association, both in 1ts elected officers and of
course in its chief executive officer, Richard Umbdenstock. They have developed a major
focus, e major tocus of the AHA beyond struggling with legislation.  The emphasis 15 on
“Health for Life.” That's a lot different from simply taking care of digease and disabiity, and
mnuch different trom a focus on the mﬂxke?pmm and the ?3(}3“;“ om line. The emphasts of the
American Hospital Assoctation is on “Building Commumty Momentum for Health Reform:
A Hospital Guide for Community Action.”

The American Hospital Association, which many people think of as simply 2 trade
associaton, has always had a basic commitment o improve health services which sometimes
they haven’t been able to articulate for sometimes over-stressed members. But today, the
Association is fully committed to “Health for Life,” and better health care. I am extremely
optimistic that this kind of leadership from this important organization is gomng to spread
during the next fve or six vears and become the effective theme for the health reform
legislation that it will require and will create.

GARBER: Thank you, Bob. It's been 2 privilege to speak with you

AFTERWORD
By Robert M. Sigmond

This oral history was recorded on August 8, 2008, some months before the collapse
of the nation’s financtal system and the recent formal announcement by authonitative
economists that the nation has been in a recession duning the past year, Massive effc orts,
volving the appropration of hundreds of bilions of dollars, have not yet succeeded n
getting things back on track. Economists do not agree on what our new President should
do to wozd having the nation slip into a2 depression. There is talk of rescue and recovery
programs costing up o two trillion dollarg, but no agreement as vet as to whether this
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witiative will work,  Most important, as yet there s no discussion of the necessity of &
rescue or recovery program for hospruals and other health care providers.

As a chidd of the Great Depression of the 1930%, 1 see 2 real crisss just ahead tor
hospitals and phystcians and other providers of necessary health care. They are going to have
o cope with rapidly mereasing numbers of unimsured and underinsured patients for the next
couple of years, hopefully with the next vear being the worst, Many experts see 2 nanonal
health ;sra)gmm involy ving untversal insurance as an urgent requirement. I do not disagree,
though 1 personally prefer the prepayment concept to protect consumers as contrasted with
risk-averse nsurance. My kxgv rence ndicates that msurance 18 necessarly managed with
more concern for protecting the insurer than the pasent. As originally developed in the
e, m*; ayrment 5{1 volved risk sharing on the part of both the thud party
prepayment agency and also the contracting gmmiu% The sooner we move from
g;{.mva_g:su}wzg insurance to compulsory prepayment for comprehensive benefits, T
With prepayment, the consumer, the thied party payer and the provider have a common
interest in the most value for the amount of money that has been pmp&ui by or on behalf of
the consumer,

s

But more about prepayment and insurance later.  Right now, there is no way that a
new national comprehensive program of etther prepayment or ingurance can becomme
operatonal for at least a
characteristios. During the cntical pertod just shead, E&@Spmﬁs ave going to have 1o learn 1o
survive with much less operating income.

year after agreement 3 weached on i ﬁs;s;aﬁ';?z;ﬁ wa:;srkm?-

¥

Notice that I sad sy gperating income, not simply a reducton in the rate of increase.
Most chief financial officers or ch a‘-“f f'}?{'*i”&?ii}? otficers of h{'ﬁpf”ﬁé or health systems in the
past 60 years have had htde experience in preparng and managing a budget w ith less income
thar in the pz*{;véozﬁ year. The hospital finance literature does not include many articles or
papers on that \ume MNe ywﬁ’z@hﬁaa SCHTIE Qé}flaug?{ia@ firms are qaaz?@ expatt in d{)ﬁzw fust
that tor a i&mg}i tal dimx though otters with only modest attention to the basic musion
spelled out in the hospital's articles of incorporation,

In the irunediate period ahead, before a comprehensive financing progra
operational, many hospitals and third party payers are going to be in cntical condition,
resulting in bankruptcies, forced mergers, and even dmm&; &uwm What should hospitals do
to prepare for this entical situation?

Those associted with hospitals that were in ewistence during the Great Depression
ave advised to dig out the old mimute books and related files to learn how thewr hospial
survived m a qzmz?*af economic downturn, but withour Medicare, Medicaid or even Blue
Cross and msurance. Almostall of the proprietary hospitals — that's what the investor
owned hospirals were called in those days — di‘i&;’)g'}ﬁéi{”éd but the not-for profit hospitals
survived, The current economic downturn is not hkely to be as severe as dunng the 1930%,
bur the tmpact on hospitals, as currently orgarmized, fmanced and managed, may be much
more painful and much more likely to be fatal

The key 1o survival i the 1930's was the hospital cormmitment to and from all
elernents of ¢ served. Supplers conunued to provide necessities even when

he cortmunitie

27



the hospitals could not make payments. There were payless paydays, and physicians moving
into the hospital's empty rooms when they could not pay their cent. Many employees lived
on the hospital grounds and worked for very little more than room and board and free
health care. Most hospitals ran many free chinies for those who could not pay private
pracuitioners, staffed by volunteer physicians trying to sharpen or maintain their specualty
skills.  Philanthropy on the part of loyal trustees and others with money often helped save
the day. Eventually, hospitals joined with community leaders to  invent and
reinvent prepayment that guaranteed service even to those who fell behind in their
prepayment obligations — the‘* beginning of Blue Cross. Premuums of a dollar a month for
farculies did not cover costs, but ggﬁmmdeé a lot more money than sick patients could find 1n
their g’mc?fe?s or get from their closed banks. With the Pederal Deposit Insurance
Corporation not vet invented, banks were of hittle help to patients, though many often
allowed hospitals to be overdrawn for extended periods.

The key to survival in this cosis just ahead & fs‘%ﬁéﬁﬁing focus as quickly as possible
from competing i the faling f"{m?kﬁtpaaw to responding i every way pumibk‘ to the most
basic health requirements of the communities served., This Laii for special emphasis on
primary care, prevention, continuity of care of the chronwcally i and much more hurane
management of the limited funds available for so-called uncompensated care in the often
heartless competitive marketplace.

A good guideline in these troubled nmes is the vision and mussion of the American
Hespital Assocation: The viston 18 of " healthy communities where all individuals reach
thewr highest potential for health.” The mission is "to advance the health of individuals and
communities” by leading "hospitals, health systems and other related u:bmwaﬁus s that are
accountable to the community and committed to health improvement.” Today, the vision
and mission of the American Hospital Association are bundled in the new framework for
change "Health for Life". That is the direcuon that hospitals should be moving toward a3
the competitive markerplace 1s cleatly the wrong place to be in the troubled vears ahead. For
many hospitals, the shift to community accountability and commitmment to comenmunity health
improvement will be difficult, but will be 4 lot more exciting and satisfying. Two examples
of hospitals showing the way are Holy Cross and Mount Sinai, both in Chicago.

The oft-quoted saying, “No margin, no mission” has to be changed to, “No miussio
no future” Lvery year in this country, a signiian;am proportion of hospitals not only Emv
kad no margin, they have had a deficit. Dedicated hospital leaders know how to operate
with deficits, often for two or more consecutive years. Unlike state governments, hospital
deficits are ??Z‘ié“cﬂ“ legal, and necessary when sufficient income is not available to maintain
decent quality and access standards and community credibility. With an eye to the future,
reaching out and joining with others to serve distressed comrmunities is the essential way to
provider survival, spending much less money for better purposes.

The ume 5 now for not only the Amencan Hospital Association but also
other organizations to develop and promote programs and projects to assist and encourage
hospitals and other providers to change direction, with priority emphasis in their strategic
plans and reduced budgets on the most primary, basic needs of the individuals who live and
work in their communities. With fundamental emphasis on community health improvement
during the critical months before comprehensive finance reform can be a reality, everything



that hospitals are doing can be re-formulated in 2 community service contexs, invelving a
new perspective on geting more value for less money. Thas calls for 2 revived emphasis on
ié,ﬁ; orapon: with iazmd;m commutily  organizatons, physicians gmi physiciann group

: nders, volunteers and other providers. A sp focus on humane

anent of %:éx resources for serving so-called uncompens:

ated care patients may be the
best place to start 1o provide more with less money.

eve that @:wrfms‘ﬁ}zemiw reform can bz»;‘

uee national health care expenditu

Time 15 of the essence. Many experts be
designed 1o re

5. (o “ﬂ;\f‘ﬂ}ﬁmm ceform may be
postponed untl the hospatals have demonstrated that they can provide le: sd rship in doin g
more and better with less money.

The American Hospital Association can also support federal legislation to help fund
the necessary transition of carefully selected hospitals, hke Holy Cross and Mount
Sinal, which are atternpting to make the shift from the competitive marketplace 1o 2 new
emphasis on health é?’*‘ij’??”f‘”“i‘?'{‘m‘m for ndviduals and thewr communities. In addinon, the
American %E%pzm Association can promote community collaboration for better health by
spensonng legislation to provide exemption for hospitals from per se viclation of ant-trust
b,

The Great ?Dsg:}%ssaon gave bieth o prepayment, health mamntenance orgamzations,
graduate programs in health administration and other important mnovatons a&.‘miaggﬁsfﬁ by
the Committee on the Costs of Medical Care 1in 19330 1 anboipate that the
upcoming economic crsis will be a similar penod of mnovation in the organzation and
management of hm;‘n? als and all other elements of the navon's health care systerm. Trwidl be
fun for me o waich this all develop, with many of my former students providing the
essential leadershup.

But now, let's get back to the fundamental difference between insurance and what §
refer 1o as prepayment. The msurance concept s designed to protect the benehictary from
financial loss whenever the beneficiary (s expected to pay a bill for services rendered. This is
most common with vanous forms of property damage. We buy msurance so that when our
car crashes or our home bums, we do not personally have to bear all of the losses, This s
the most common way of looking at hea ‘ééi coverage today. In the United States, any of us
could be runed if we become il or injured and are éfxg”%fisw'&:d to pay for the necessary care.
Today, when a day in the ER can generate invoices totaling more than the average family's
NCome, INSUrance is seen as an ynperative

By contrast, the prepayment concept is designed to completely eliminate the
necessity for a patient to be at all concerned about paying for covered services. This 13
because with 2 prepayment plan, contracting providers have agreed in advance not to charge
the patient anything for necessary covered services. By prepaving to a third party agency for
covered services, so that the financial aspects of any care received 15 between the provider
and the prepayment agency, the p&ﬁsze;.m and the patient’s family do not have to be
involved. Prepayment 15 most commonly through taxes, but 5 2lso the fmancul
mechanism of choice by subscribers, and thewr employers, o most not-for-profit group
practice plans, as well as durning the history of all of the Blue Cross plans.
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Throughout the world, most patients leave the hospital without any bl to pay
because of prepayment, primarily through government budgets or 2 notfor-profit plan.
This 1s clearly the way o go in the United States in any new comprehensive government
program to provide coverage for decent health care for all. With prepayment, marketplace
competition 15 lmited to the prepayment agencies, while the providers compete only with
respect to access and quality rather than with price. With prepayment dominant in most
countries except for the Unuted States and Ching, insurance has the relatively limited role of
protecting the pocketbooks of the well-to-do who seek services not covered by
prepayment or who prefer providers not involved with the prepayment agencies.

With universal  prepayment rather  than uruversal  insurance, the nation's
comprehensive reform plan could be designed to enable each provider to select a single,
preferred prepayment agency each year from among those competing in the muarketplace, a3
was the case orginally in the way Medicare paid for all covered hospital servic

24

ot Today, rmost  people  will
recognize prepayment if their so-called
health  insurance  mvolves  service
benefits; i other words, benehis
expressed in services rather than in the
price of the services. Service benefits
almost abways mvolve contmacts with
providers in  which the provides
guarantee to prowide those services,
irespective of the price, and with little,
if any, balance billing to the patent
These prepayment contracts have the
effect of joining the prepayment agency
and the providers m shanng all of the
risk  associated with  financing  the
covered health services.

Prepayment can be so much
more important than insurance n any
heslth reform for two reasons. Fust, i
provides so much greater protection for

the  consumers.  Possibly  mose
Bob Sigmond (left) with Rufus Rorem. important, prepayment coniracts with
Photo courtesy Highmark, Inc. the providers can  become  the

framework for agreement on and commitment to common efforts 1© organize services to
make the most effective use of the lmired funds avatlable for health services — limuted now
and sven more 3o in the future.
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