
Acommunity health care pro-
gram that started in
Memphis, TN, 16 years ago

to serve the working poor has
become a model for efforts 
in many other places around the
country. Some 15 clones of the
Church Health Center have started
in several
states, and
the center
now holds
monthly workshops to teach repre-
sentatives from other communities
how to replicate the program. 

The Church Health Center was
founded by Scott Morris, who is

both an ordained Methodist minis-
ter and a physician. 

He tells State Health Watch that
its mission today is the same as it
always has been — to meet the
health care needs of those who work
in low-wage jobs and don’t have
health insurance. 

Mr. Morris says the center oper-
ates on two basic beliefs: 
1. The working poor don’t want

handouts.
2. Medical and dental professionals

will cheerfully volunteer a few
hours every other month or so.

Recommendations made by
President George Bush dur-
ing his recent State of the

Union address didn’t exactly fol-
low those from two recent studies,
including one released by the
Institute of Medicine (IOM) on
the uninsured.

After praising Congress for its
approval of a Medicare drug bill,
Mr. Bush said the best way to
ensure Americans can choose and
afford private health care coverage
that best fits their individual needs
is to control rapidly rising health
care costs.

“Small businesses should be able

to band together and negotiate for
lower insurance rates,” he said, “so
they can cover more workers with
health insurance — I urge you to
pass Association Health Plans. I ask
you to give lower-income Americans
a refundable tax credit that would
allow millions to buy their own
basic health insurance. 

“By computerizing health
records, we can avoid dangerous
medical mistakes, reduce costs, and
improve care. To protect the doctor-
patient relationship, and keep good
doctors doing good work, we must
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eliminate wasteful and frivolous
medical lawsuits. [See related story,
p. 8.] And tonight I propose that
individuals who buy catastrophic
health insurance coverage, as part of
our new health savings accounts, be
allowed to deduct 100% of the pre-
miums from their taxes. 

“A government-run health system
is the wrong prescription. By keep-
ing costs under control, expanding
access, and helping more Americans
afford coverage, we will preserve the
system of private medicine that
makes American health care the best
in the world,” Mr. Bush added.

Democrats have different view
Mr. Bush’s recommendations did

not sit well with many congressional
Democrats and some interest
groups. As part of the Democrats’
response to the State of the Union
speech, Sen. Tom Daschle (D-SD)
pointed out that 43.6 million
Americans do not have health insur-
ance, almost all of them from work-
ing families, an increase of 3.8
million people since Mr. Bush took
office. 

“Those Americans lucky
enough to have health insurance
have seen their premiums go up
each of the last three years,” Mr.
Daschle said. “The increase in pre-
miums that middle-income fami-
lies have seen over the past three
years is larger than the four-year
tax cut they’ve been promised.
This is an invisible tax increase on
middle-class families.”

He complained that additional
tax cuts will do little to make
health care more affordable or
reduce the number of people with-
out insurance and will weaken
health coverage for those who now
have it. 

Mr. Daschle pointed out  that
Mr. Bush did not address the oppor-
tunity for the federal government to
use the power of 40 million
Americans to lower prescription
drug prices and obtain more afford-
able drugs from Canada rather than
forbidding both. 

“Drug companies and insurance
companies are the only ones who
benefit from that restriction,” he
said, “not the American people, and
that’s why we want to change it.”

Families USA executive director
Ron Pollack said the president’s pro-
posed tax credits will help only the
wealthiest and healthiest Americans. 

“When the proposed tax credits
lure the wealthiest and healthiest
into high-deductible health plans,
they will leave only the sicker and
poorer in traditional insurance. As a
result, premiums for people who
remain in traditional insurance —
those who need insurance the most
— are likely to soar. The president’s
tax credit proposal will fail to help
millions of hardworking Americans
seeking relief from skyrocketing
health costs. This tax giveaway for
people who need help the least is the
wrong prescription.”

Universal coverage by 2010?
Less than a week before the presi-

dent made his recommendations,
the IOM issued its latest in a series
of reports on the problem of the
uninsured and called on the presi-
dent and Congress to strive to
achieve universal health coverage by
2010. 

“Lack of health insurance in the
United States is a critical problem
that can and should be eliminated,”
said University of Michigan presi-
dent Mary Sue Coleman, co-chair
of the IOM committee that wrote
the report. 

“Achieving universal coverage
will require federal leadership and
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support, regardless of which strat-
egy is adopted to achieve this goal,”
she explained.

Rather than offer a specific strat-
egy to be used to achieve universal
coverage, the committee instead
tried to assess and consolidate the
evidence about the nation’s current
approach to health insurance. 

“Our purpose was to help policy-
makers determine the best path to
universal coverage by offering a set
of principles by which the merits
and limitations of proposed strate-
gies can be assessed and compared,”
Ms. Coleman said. 

“There are many thoughtful
plans for extending health insurance
already on the table. We leave the
debate about the specifics and exact
design of the necessary health insur-
ance reforms to elected officials, pol-
icy-makers, and the public,” she
added.

Factors supporting principles
The committee’s principles were

based on the evidence and conclu-
sions reached in earlier reports,
including:
• Uninsured Americans get about

half the medical care of those
with health insurance and thus
tend to be sicker and die sooner.

• Some 18,000 unnecessary deaths
occur each year because of lack of
health insurance.

• Only half of uninsured children
visited a doctor during 2001,
compared with 75% of insured
children, despite the fact that
lack of regular care can result in
more expensive care for pre-
ventable or treatable conditions
and disruptions in learning and
development.

• When even one family member is
uninsured, the entire family is at
risk for the financial conse-
quences of a catastrophic illness
or injury.

• Tax dollars paid for an estimated

85% of the estimated $35 billion
in unreimbursed medical care for
the uninsured in 2001.

• The burden of uncompensated
care has been a factor in closure
of some hospitals and unavailabil-
ity of services in others, affecting
all who are served by a facility,
including those with insurance.

• The United States loses the
equivalent of $65 billion to $130
billion annually as a result of the
poor health and early deaths of
uninsured adults.
In its latest report, the commit-

tee outlined five principles it said
should be used to judge any pro-
posed solutions.

The first principle: Coverage
should be universal, and the com-
mittee stated this is the most
important. 

“Any proposal that leaves a signif-
icant number of Americans without
coverage will allow the consequences
we enumerated in our previous
reports to continue,” Ms. Coleman
said. 

The other principles are: 
• Health care coverage should be

continuous.
• Health care coverage should be

affordable to individuals and
families.

• Health insurance strategy should
be affordable and sustainable to
society.

• Health care coverage should
enhance health and well-being by
promoting access to high-quality
care that is effective, efficient, safe,
timely, patient-centered, and
equitable.
To demonstrate how the princi-

ples would facilitate decision mak-
ing, the committee used them to
assess four generic solutions to cov-
ering the uninsured. The four pro-
totypes included aspects of the
broad range of proposals that are
being debated, such as expansion of
current public insurance programs,

mandates on employers to provide
coverage or individuals to purchase
it, tax credits to subsidize premium
costs, and a single-payer approach. 

“The committee’s assessments
reveal that each generic solution has
strengths and weaknesses, suggesting
that not only could individual
strategies be improved with further
refinements, but also that the best
approach might wed the stronger
elements of different proposals,” the
committee pointed out. “However,
any of these prototypes does a better
job of meeting the five principles
than the status quo.”

The committee said the need for
prompt action toward universal
coverage is seen in the escalating
costs of the current situation. It set
2010 as a target date for achieving
universal coverage to allow for
development, adoption, and imple-
mentation of a comprehensive cov-
erage strategy. 

The date also is consistent with
the federal government’s Healthy
People 2010 initiative to increase
Americans’ life spans and quality of
life and to eliminate disparities in
health among different groups. 

More funding needed
Not operating only in theory,

members of the committee said they
recognized the current economic
pressures on all levels of government
and acknowledged that any plans to
expand coverage likely will require
additional public funding. 

Because the level of additional
funds depends on many variables
such as the particular benefit pack-
age provided, the committee said it
couldn’t say exactly how much any
of the prototype plans might cost. 

However, proposals that reduce
the amount of time and resources
needed to administer coverage
could result in significant cost sav-
ings, which could be used to offset
the funding increases. 
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In addition, the country will see
economic benefits from the
improved health and enhanced life
expectancy that would come with
universal coverage. 

Ms. Coleman said that until uni-
versal coverage becomes a reality,
the committee recommends that
the federal and state governments
provide resources sufficient for
Medicaid and the State Children’s
Health Insurance Program to cover
everyone currently eligible, and to
prevent the erosion of outreach
efforts, eligibility, enrollment, and
coverage.

Everyone has health coverage!
“Imagine what the country

would be like if everyone had cover-
age,” Ms. Coleman said. 

“People would be financially
able to have their health problems
checked, to seek preventive and
primary care promptly, and to
receive necessary, appropriate, and
effective health services. Families
could live without the fear of hav-
ing no help with medical bills.
Hospitals and doctors would be
able to provide care without jeop-
ardizing their budget. This scenario
is already a reality in much of the
industrialized word. It could be a
reality here as well,” she explains.

“We believe that this is a goal
worth pursuing because the costs
of uninsurance to all of us — in
terms of health, financial security,
and access to care — are so great.
In summary, our committee envi-
sions an approach to health insur-
ance that will promote better
overall health for individuals, fami-
lies, communities, and the nation
by providing everyone with access
to necessary, appropriate, and
effective health services,” Ms.
Coleman added.

(More information is available at
www.nationalacademies.org.)  ■

“Doctors went to medical school
because they want to help people,
and we give them that opportunity
unencumbered by medical forms,
quotas, and the numerous other
things that make the practice of
medicine burdensome today,” he
says.

Not the typical free clinic
But Church Health Center is a

far cry from the typical free clinic
that is open several hours a month
in a church basement and makes use
of volunteer health care profession-
als to provide limited services.

The centerpiece of the operation
is a clinic that operates like any fam-
ily practice physicians’ office in its
own building. The clinic provides
examinations, X-rays of chests and
extremities, and laboratory tests.
There is an on-site, full-time paid
staff of six board-certified physicians
and six nurses who see patients dur-
ing weekdays. More than 400 vol-
unteer physicians see patients at
night and on Saturdays. 

Specialty care is provided by
physicians in the appropriate field
who have volunteered to see patients
in their own offices. There also are
dental and eye clinics, pastoral coun-
seling, and social services available.

Because more than half of the
Church Health Center’s patients
have medical problems that could
have been prevented — the same
percentage as in the general popula-
tion — the Church Health Center
launched a ministry to help people
stay healthy in body and spirit.
Hope & Healing opened a state-of-
the-art facility in January 2000 that
now sees 10,000 visits a month.

With an estimated 150,000
uninsured in the Memphis area,
the Church Health Center realized
there was no way it could meet the

need solely through its clinic and
so started the Memphis Plan in
1991. 

The plan secures primary and
specialty care, hospitalization, and
other medical services for its partic-
ipants. It is not health insurance. 

Employers can sponsor their
employees by agreeing to pay at
least $10 of the $35 monthly fee,
agree to remit 100% of the
monthly fee to the Memphis Plan,
and ensure that employees meet
the eligibility requirements.

Participants are assigned to a pri-
mary care physician and a local hos-
pital. Participants see their primary
care physician for checkups and sick
care. The primary care physician
may refer patients to specialist
physicians if needed. The physicians
coordinate lab and diagnostic test-
ing as well as hospitalization.
Participants may go to their
assigned hospital for emergencies
and surgical care recommended by
Memphis Plan physicians.

Church Health Center had a
budget of $350,000 in its first year
and now operates on $8.5 million.
Funding comes from many area
churches and other faith communi-
ties of all denominations, corpora-
tions, foundations, and individuals.
Church Health Center does not rely
on government funding, although it
does receive some National
Institutes of Health research grants. 

“Either Memphis is willing to
support people who are our neigh-
bors, or we will have to let the doors
close,” Mr. Morris says. 

He tells State Health Watch that
the clinic serves those who fall
through the cracks in the nation’s
medical system. 

Most patients are uninsured
working people and their families.
They don’t qualify for the state’s
TennCare program and can’t afford
private medical insurance. They are
charged fees at Church Health

Fiscal Fitness
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Center based on a sliding income
scale.

Patients include construction
workers, church janitors, housekeep-
ers, plumbers, actors, artists, musi-
cians, day-care workers, retail
workers, manicurists, landscape
workers, waitresses, writers, recep-
tionists, and middle managers who
have lost their jobs.

New patients must meet these
requirements:
1. aren’t covered by private medical 

insurance;
2. live in Shelby County, TN; 
3. are employed or self-employed if

older than 18 and younger than
65 (males must work at least 30
hours a week and females 20
hours a week, with some stated
exceptions);

4. have proof of income brought to
the office visit.
Mr. Morris tells State Health

Watch that since his high school
days and continuing through col-
lege, seminary, and medical school,
it has made great sense to him to
involve faith communities in the
delivery of health care services.

“One-third of the Bible deals
with healing people,” he says, “and
churches don’t do as much as they
could. We provide a means to
reconnect congregations with an
effective healing ministry.”

Kenneth Robinson, Tennessee
health commissioner and a former
Church Health Center board mem-
ber, tells State Health Watch that sev-
eral elements of the Church Health
Center model can be replicated in
other communities, although the
scale at which Church Health
Center operates may be difficult for
many communities to replicate
because of the complex relationships
and associated partnerships that
have developed over 16 years in
Memphis.

“The care concept certainly is
replicable,” he explains. “There are

health care professionals who are
willing to donate their efforts and
skills to provide services to the
working poor with support from
faith communities. And an organi-
zation could add salaried health care
professionals.”

He says that the level of participa-
tion by drug companies, hospitals,
and providers in their own offices
will vary considerably. A group just
getting started, he says, could invite
general practitioners to donate a
number of their patient care slots
per month.

According to the commissioner,
the key success factors in starting a
program such as Memphis Health
Center include: 1) making the case
theologically for the faith commu-
nity to care for the underserved; 2)
identifying health care professionals
who are willing to provide services
to the working poor at below mar-
ket rates or for free; and 3) having a
stable infrastructure. Mr. Robinson
says the infrastructure does not have
to be elaborate, at least at the outset,
and could initially be a central loca-
tion with one or two staff.

As a state government official,
Mr. Robinson has no qualms about
encouraging a faith-based health
care program. “As a nation we
should embrace the necessity of pro-
viding quality health care to all our
citizens,” he says. “It’s unfortunate
that in this country there is such a
disparity in the provision of health
care based on insurance or econom-
ics. We still don’t have universal
health care and it’s not the responsi-
bility of state government to initiate
universal coverage. Tennessee is
closer than other states because of
TennCare. But there will always be
those who fall outside one or more
coverage categories and need health
care services. Until there is universal
health care, there will always be a
need for programs like Church
Health Center. It’s appropriate for

faith communities to live out the
mandate to identify those in need
and provide services to them. I
think it’s appropriate and supportive
of the work of government that faith
communities take responsibility for
providing needed services.”

Mr. Morris says the role of faith
communities is to care for people’s
bodies as well as their spirits, and to
care for the poor and the sick. “Our
mission is not to solve the problem
of the uninsured,” he declares. 

A champion is needed
For something like Church

Health Center to succeed in another
community, he says, there needs to
be one individual who will “live and
breathe it. Without such a person, it
won’t work. You need more than a
volunteer board of directors with
people who want to do good.”

He suggests organizers have a
vision that is big enough to incorpo-
rate more than one faith commu-
nity. There is a need, he says, to
work with people who otherwise are
unable to agree on anything else.

“You need to be committed to
providing the best medical care that
is available,” he says. “That elimi-
nates a lot of clinics that meet one
night a week in a church basement.
You should be committed to provid-
ing the same quality of medical care
that is standard in America. You
need to be willing to put resources
into it and sustain what you have
started. Churches often are good at
starting things but not at keeping
them going.”

[For more information about
Church Health Center, go to:
www.churchhealthcenter.org. Contact
Mr. Morris at (901) 272-3853 and
Mr. Robinson at (615) 741-3111.
Mr. Morris has written a book on
Church Health Center: Relief for the
Body; Renewal for the Soul (Orleans,
MA: Paraclete Press; 2001).]  ■
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An evaluation of Arkansas’
Medicaid Cash & Counsel-
ing program, in which

enrollees direct their own personal
care services, indicates that individ-
uals are much more likely to receive
such services than are those who
were eligible for services but had to
get them in the usual way. 

Because Cash & Counseling
enrollees were less likely to using
nursing homes, health care costs
ultimately were lowered even
though better access to care led to
higher overall costs for personal
care under the consumer-directed
program.

Cash & Counseling programs in
Arkansas, Florida, and New Jersey
have been funded by the Robert
Wood Johnson Foundation in
Princeton, NJ, as demonstrations of
the concept of giving Medicaid
enrollees who qualify for personal
care an allowance and a high degree
of freedom in choosing personal
care assistants and managing their
personal care needs.

Cash & Counseling national
demonstration director Kevin
Mahoney, who leads the program
from the Boston College Graduate
School of Social Work, says those
who organized the demonstrations
knew that consumers would benefit
if they could make their own
choices about how their personal
care needs are met. “But we weren’t
so sure what would happen to
Medicaid costs,” he adds. “We’re
thrilled to discover that under Cash
& Counseling, consumers can get
more personal care services at no
more cost to Medicaid.”

The latest of the demonstrations
to be evaluated compared the level
and cost of personal care services
provided through consumer- and
agency-directed approaches. 

An earlier look at the Arkansas

program found that it greatly
improved quality of life, reduced
unmet needs for care, and did not
compromise patients’ health or
safety.

Not enough agency workers
The current study found that

partly because of a shortage of per-
sonal care workers, home care
agencies in Arkansas delivered only
two-thirds of the personal care ser-
vices to which consumers were
entitled, with some consumers
receiving no services at all. More
consumers who hired their own
personal care assistants were able to
receive services in the evenings and
on weekends. The differential in
the amount of services resulted in
the consumer-directed care
approach costing more than $2,000
more than the agency model in
both the first and second years after
enrollment. By the second year
after enrollment, however, these
higher personal care expenditures
were offset by reductions in expen-
ditures on nursing home and other
Medicaid services.

The evaluation team was led by
Randall Brown, a Mathematica
Policy Research senior fellow in
Princeton, NJ, and professor at
Rutgers University. His report notes
that states are increasingly interested
in improving the well-being of ben-
eficiaries who are eligible for per-
sonal care services by allowing them
to plan and direct their own care.
Advocates for consumer-directed
care contend that individuals, rather
than agencies, are best suited to
make decisions about the care they
receive and the workers they hire.

“However,” the report cautions,
“critics are concerned that con-
sumers might misuse the funds
intended for their care, receive
inadequate care, or use a cash

benefit to pay family members to
provide care once provided by
them for free. States are wary that
the program might raise total
Medicaid costs.”

The IndependentChoices pro-
gram in Arkansas was open to adults
at least 18 years old who were other-
wise eligible for personal care ser-
vices under the state’s Medicaid
plan. Some 11% of personal care
services users (2,008 beneficiaries)
enrolled in the demonstration
between December 1998 and April
2001. Control group members con-
tinued relying on agency services or,
if newly eligible for Medicaid per-
sonal care, received a list of home
care agencies to contact for first-
time services.

Helping patients develop plans
Treatment group members were

contacted by a counselor to help
them develop written plans for
spending their allowance. Such
plans could include hiring workers
(excluding spouses or representa-
tives) and purchasing other services
or goods related to their needs, such
as supplies, assistive devices, and
home modifications. Counselors
also monitored satisfaction, safety,
and use of funds.

Mr. Brown says the evaluation
team found the program greatly
increased the likelihood that bene-
ficiaries received paid assistance.
Elderly community residents in
IndependentChoices were much
more likely than those in the con-
trol group to receive paid assistance
during their two most recent weeks
at home before an evaluation inter-
view nine months into the pro-
gram. The difference for nonelderly
beneficiaries was even larger.

“The lack of any paid assistance
among control group members was
striking,” Mr. Brown writes in his

‘Cash & Counseling’ leads to more home care
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Health Affairs web exclusive evalua-
tion report, “particularly among
new applicants — those who were
not receiving publicly funded home
care services when they enrolled in
the demonstration (about a quarter
of the sample). Fifty-one percent of
new applicants in the control
group, compared with only 8.1%
of new applicants in the treatment
group, did not have a paid care-
giver nine months after enrollment,
despite being eligible for personal
care services. Among those receiv-
ing publicly funded home care at
enrollment, the treatment-control
difference in the percentage of con-
sumers without paid assistance at
nine months was statistically signif-
icant but much smaller (5.1% for
treatments vs. 13.7% for controls).

“Among treatment group mem-
bers, about two-thirds hired family
members, and most others hired
friends or acquaintances. A minor-
ity of those hired lived with the
treatment group member,” he
explains.

IndependentChoices was found
to expand the provision of care dur-
ing hours that agencies didn’t oper-
ate and also affected the way that
nonelderly people met their per-
sonal assistance needs.

Control group received less
Medicaid expenditures were

larger for the treatment group
because the control group received
a smaller-than-expected share of
the services authorized for them.
Control group members received
much less care than was authorized,
resulting in annual Medicaid per-
sonal care services spending per
sample member that was almost
twice as high for the treatment
group as for the control group dur-
ing the first year after enrollment. 

Mr. Brown says that lower long-
term care costs for treatment group
members suggest that Cash &

Counseling enables consumers to
substitute personal care services at
home for other, most costly services,
particularly nursing facilities. 

While it is not clear how much
the Arkansas results can be general-
ized because other programs have
varying features that could affect the
outcome, Mr. Brown says that the
findings for IndependentChoices are
clear: “The program greatly
increased consumers’ access to care
and ability to purchase needed
equipment and supplies. However,
the results raise two issues that could
concern policy-makers: 
1. Paid care could substitute for pre-

viously unpaid care and 
2. Consumer direction could raise

Medicaid spending.”

Mr. Brown tells State Health
Watch that some people question
why enrollees should be allowed to
pay family members for care they
should be expected to provide with-
out compensation. 

“It’s a reasonable concern,” he
says, “but the truth is that families
are providing 80% of care, even if a
patient gets agency care. These are
benefits that patients are entitled to,

and I think it is shortsighted to
worry too much about whether
patients are paying family members
for care they should [receive].”

System has failed
According to Mr. Brown, the

reason Medicaid expenditures for
personal care services went up in
the demonstration was that the tra-
ditional system has failed, and
patients were unable to get the ser-
vices they needed and were entitled
to — perhaps, because agencies are
stretched too thin and there are no
workers available. Even if they are
hiring relatives, he says, they are
receiving the services they need
under IndependentChoices. And
increases in personal care services
costs pay off in lower costs else-
where in the health care system,
Mr. Brown says. 

“Not only can you provide much
better care and relieve a burden on
families, even though costs are up,”
he says, “that is offset by savings in
nursing home costs. In 27 years of
evaluating public programs, I have
almost never seen one this success-
ful. This is a program that seems to
benefit everyone. There are no
losers. We can’t find a downside,
and we looked very hard because we
have no ax to grind and are not try-
ing to promote this or any other
particular program.”

Mr. Brown and his colleagues
conclude that Arkansas’ experience
demonstrates that states can design a
Cash & Counseling program that
meets recipients’ needs better at no
greater cost per month of service
than historically incurred under the
traditional agency approach. 

“Even if total costs for personal
care services are higher than they
would have been as a result of the
improved access to care or induced
demand, they appear to be offset by
reduced need for long-term care ser-
vices,” the report says. “The better

“It’s a reasonable concern,
but the truth is that fami-
lies are providing 80% of
the care, even if a patient
gets agency care. These
are benefits that patients
are entitled to, and I think
it is shortsighted to worry
too much about whether
patients are paying family
members for care they
should [receive].”

Randall Brown
Senior Fellow
Mathematica Policy Research
Princeton, NJ



the traditional agency model is at
meeting authorized needs, the
greater the likelihood of immediate
savings from a Cash & Counseling
alternative. The worse the agency
model performs, the greater the
likelihood that spending will
increase initially under the Cash
and Counseling model, but the
greater the need for this option to
ensure adequate access to home care
as an alternative to higher-cost
Medicaid services, especially nurs-
ing home care.”

Program wins award
The Arkansas  program won the

Council of State Governments
2003 Innovations Award granted in
recognition of innovations in state
government. 

The U.S. Department of Health
and Human Services has taken
action to assist more states to
develop consumer-directed services
along the lines of a Cash &
Counseling program. The depart-
ment’s Independence Plus waiver
program, introduced in 2002,
established a process for states to
obtain authorization to operate
such programs. In the fall of 2003
the Centers for Medicare &
Medicaid Services awarded $5.4
million in Independence Plus
grants to 12 states to support such
efforts.

In addition, President Bush has
proposed changes to the Medicaid
program that the administration
says would gives states more flexi-
bility to implement programs such
as this without obtaining permis-
sion from the department. 

[For more information on the Cash
& Counseling demonstration, go to:
www.umd.edu/aging. To see the eval-
uation report, go to: www.health
affairs.org. E-mail Mr. Brown at
rbrown@mathematica-mpr.org.
Phone: (609) 275-2393.] ■
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Malpractice insurance pre-
miums in states that cap
awards are 17.1% lower

than in states that don’t, according
to a study by Kenneth Thorpe,
health policy professor at Emory
University in Atlanta. 

However, he added, there is con-
cern about whether such a short-
term solution to the malpractice
crisis promotes the long-term goals
of the U.S. liability system. 

In an on-line Health Affairs
report, Mr. Thorpe said the malprac-
tice crisis relates to both rising pre-
miums and a reduction in the firms
offering coverage to hospitals and
doctors. Depending on the specialty
and state, the medium increase in
malpractice insurance premiums
ranges from 15% to 30%. 

In some states, such as Pennsyl-
vania, 2003 rate increases ranged
from 26% to 73%. In addition, the
company that was the largest mal-
practice insurer during most of the
1990s, the St. Paul Companies,
stopped writing policies during
2002. Other large regional carriers
also have left the market.

“The crux of the debate focuses
on the underlying causes of the
most recent rise in premiums,” Mr.
Thorpe wrote. “Providers point to a
rise in jury awards and rising costs
of defending malpractice claims [ris-
ing severity]. They also highlight the
role that contingency fees paid to
attorneys play in creating incentives
for frivolous suits. Some consumer
groups, however, believe that rising
rates can be traced to lower returns
on investments received by the med-
ical malpractice carriers and a down-
turn in the economy.”

Mr. Thorpe found the most
important drivers of recent rate
increases are: 1) severity (awards,

settlements, and administrative and
defense costs); 2) frequency (claims
per insured physician); and 3)
changes in investment income. In
combination, he said, these factors
largely determine expenses and,
when compared with premiums
earned and investment income, are
an indication of overall profitability.

When he looked at trends over
time in the broad combined ratio,
which measures claims payments,
reserves for potential future awards
settlements, and defense and admin-
istrative costs as a percentage of
earned premiums, Mr. Thorpe said
the ratio has risen since 1999; and
in 2002, there was $1.29 in total
expenses, awards, and settlements
for every $1 collected in premiums.
Historically, malpractice carriers off-
set such underwriting losses with
investment income, but starting in
1995, investments as a share of pre-
miums decreased sharply, falling
30% by 2002.

According to Mr. Thorpe’s
analysis, several factors likely
account for medical malpractice
carriers’ deteriorating financial con-
dition, and the issue becomes
whether the most recent trends 
he cited reflect the traditional
underwriting cycle that eventually
will regress to mean profits in the
industry or a permanent upward
increase in average losses and 
premiums.

While to physicians facing signifi-
cant increases in their malpractice
premiums the current situation is a
crisis, Mr. Thorpe pointed out the
jury is out on the broader function-
ing of the insurance market. 

“Rising claims costs may reflect a
rise in underlying negligence,” he
added. “If true, the system may be
functioning as designed and the

Although malpractice caps have lower 
premiums, they may counter long-term goals



spike in premiums may provide
stronger incentives for physicians
to improve the quality of care pro-
vided. On the other hand, we may
be observing a permanent rise in
claims payments and costs unre-
lated to trends in physician negli-
gence. At issue is the extent to
which the underlying factors gener-
ating higher premiums are follow-
ing a traditional cyclical insurance
pattern, or whether a structural
change has occurred in severity and
frequency.”

Mr. Thorpe’s analysis rests on a
statement of the goals of the liability
system as:
• providing financial incentives to

deter substandard medical care;
• compensating those who are

injured by such care. 
“There is some evidence,” he

declared, “that the current system
performs poorly on both counts.
First, program administration —
defense and underwriting costs —
accounts for approximately 60% of
total malpractice costs, and only
50% of total malpractice costs are
returned to patients. These costs
are high even when compared with
other tort-based systems, such as
automobile litigation or airplane
crashes, that determine fault and
compensate victims. Moreover,
most patients who receive negligent
care never receive any compensa-
tion. . . . Second, deterring sub-
standard medical care is a major
rationale for using a tort liability
system for medical malpractice.
There is a considerable theoretical
literature examining the potential
of a tort-based system for optimally
promoting safety. Several empirical
studies have also been conducted to
evaluate whether the tort system
deters medical errors. Overall, the
literature is mixed.”

In Mr. Thorpe’s analysis of the
impact of damage caps, he com-
bined the experiences in states that

cap either economic or noneco-
nomic damages or cap both into a
composite award cap measure cov-
ering 24 states by 2001. 

“The empirical results indicate
that the caps on awards adopted by
several states were associated with
lower loss ratios and lower premi-
ums,” he wrote. “However, other
than states with discretionary off-
sets [which can reduce an award
based on the amount a person will
receive from other sources such as
health insurance], other tort
reforms were not associated with
lower premiums or improved prof-
its. Loss ratios in states capping
awards were 11.7% lower than in
states without caps. In addition,
loss ratios were 13.3% lower in
states with discretionary collateral
offsets. Loss ratios were 25% lower
in states that adopted both
reforms.”

While Mr. Thorpe said his analy-
sis showed capping payments from
malpractice carriers is associated with
lower premiums, there are questions
about how these results should be
interpreted. “At issue, is whether we
should adopt short-term stopgap
solutions to slow the growth in pre-
miums or use the recent experience
to more fundamentally evaluate and
perhaps reform the liability system.”

If the recent spike in premiums
is a signal that the liability system
isn’t achieving its goals of deter-
rence and compensation, Mr.
Thorpe explained, the question is
what changes can be made so goals
will be better met. 

He said his results indicate that
capping awards may improve the

profitability of malpractice carriers
and reduce premiums. 

“Whether this is socially desirable
or improves the goals of deterrence
and compensation is an open ques-
tion,” he cautioned. 

According to Mr. Thorpe,
another key question for policy-
makers and reformers to consider is
the extent to which the most recent
premium spike is simply a reflec-
tion of the insurance cycle and
changes in market structure and
competition. Or the recent trends
also might reflect a structural and
secular rise in the severity of awards
that, absent reforms, will perma-
nently change the traditional insur-
ance premium cycle. 

While experience across states
varies, according to the analysis, he
said the data seem to indicate a
long-term increase in awards and
settlements per paid claim. If that
is true, he added, doctors could be
facing several more years of rising
premiums. 

More research needed
“Surprisingly, we know very little

about trends in the rates of negli-
gent adverse events over time,” Mr.
Thorpe stated. “The two most cited
studies, from California in the
1970s and New York in the 1980s,
suggest that these rates have been
constant. More recent studies from
Colorado and Utah conducted in
the 1990s produced similar results.
Clearly, more work in this area is
required,” he added.

[To read the entire report, go to:
www.healthaffairs.org.] ■
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The decision of the U.S.
Supreme Court last fall to
let stand an appeals court

ruling that the federal government
may not investigate, threaten, or
punish doctors who recommend
marijuana as a medical treatment
for their patients has lifted a cloud
that was over the heads of many
people, says Bruce Mirken, com-
munications director for the
Marijuana Policy Project (MPP) in
Washington, DC.

“We hear from a lot of doctors
who are supportive [of medical use
of marijuana] but have been afraid
to make such a recommendation to
their patients,” he tells State Health
Watch. “In the Supreme Court
action, we see that cloud lifting, and
that makes everything easier.”

With the high court’s decision
not to hear the case, doctors in
California and six other western
states in which voters or legislators
have approved marijuana for med-
ical uses such as pain relief may now
discuss it with their patients without
fear of jeopardizing their federal
licenses to prescribe drugs. In addi-
tion to California, the other states
within the Ninth Circuit Court of
Appeals that authorize use of med-
ical marijuana are Alaska, Arizona,
Hawaii, Nevada, Oregon, and
Washington. In addition, Maine,
Colorado, and Maryland have some
type of law authorizing medical use
of marijuana.

MPP says that no one has ever
died from an overdose of marijuana,
making it “one of the safest thera-
peutically active substances known.”
It reportedly has several therapeutic
applications, including relief from
nausea and increase of appetite,
reduction of intraocular pressure,
reduction of muscle spasms, and
relief from chronic pain. It has been
prescribed for patients with AIDS,

glaucoma, cancer, multiple sclerosis,
epilepsy, and chronic pain.

“Each of these applications has
been deemed legitimate by at least
one court, legislature, and/or gov-
ernment agency in the U.S.,” MPP
says. “Many patients also report that
marijuana is useful for treating
arthritis, migraine, menstrual
cramps, alcohol and opiate addic-
tion, and depression and other
debilitating mood disorders.”

Before 1937, at least 27 medicines
containing marijuana were legally
available in the United States, often
from major drug companies, accord-
ing to MPP. The Marijuana Tax Act
of 1937 federally prohibited mari-
juana. The Controlled Substances
Act of 1970 placed marijuana on
Schedule I, which meant it has a
high potential for abuse, no cur-
rently accepted medicinal use in
treatment in this country, and a lack
of accepted safety for use under
medical supervision.

MPP says there is significant pub-
lic support for ending the ban on
medical use of marijuana. It says
that a 1990 survey of oncologists
found that 54% of those with an
opinion favored the controlled med-
ical availability of marijuana and
44% already had broken the law by
suggesting at least once that a
patient obtain marijuana illegally. A
Pew Research poll conducted in
February 2001 found that 73% of
American adults supported permit-
ting doctors to prescribe marijuana
for their patients.

MPP says the federal govern-
ment has no legal authority to pre-
vent states from changing their
laws to remove state-level criminal
penalties for medical marijuana
use. But most state governments
that want to allow marijuana to be
sold in pharmacies have been held
back by the federal government’s
overriding prohibition. 

Currently, 30 states and the
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Court decision changes atmosphere on medical marijuana use

Types of Provision

Source: RAND Drug Policy Research Center, Santa Monica, CA.
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District of Columbia have laws on
the books that recognize marijuana’s
medical value. However, 12 states
with “therapeutic research program”
laws are unable to give patients legal
access to medical marijuana because
of the federal government’s posi-
tion. Ten states and the District of
Columbia have what MPP refers to
as “symbolic laws” that recognize
marijuana’s medical value but fail to
provide patients with protection
from arrest. And since 1996, eight
states have enacted laws that effec-
tively allow patients to use medical
marijuana despite federal law.

Effective laws were adopted
through ballot initiatives in Alaska,
California, Colorado, Maine,
Nevada, Oregon, and Washington;
in Hawaii an effective law was
passed by the legislature. 

In Maryland, Mr. Mirken says,
the legislature passed a compromise
measure that was signed by the
state’s Republican governor despite
pressure from the White House to
reject it. That bill does not make
medical use of marijuana legal, but
says that if a patient has a medical

prescription for marijuana, that can
be used as a defense in court and the
patient would be subject to a maxi-
mum penalty of a $100 fine rather
than jail time. While the provisions
are not what MPP would have liked
to see, according to Mr. Mirken, the
fact that the bill was signed by a
Republican governor in defiance of
the Bush administration makes it
politically significant.

Each of the other states allows
patients to grow, possess, and use
medical marijuana if approved by a
medical doctor. Patients also may be
assisted by a caregiver, who is autho-
rized to help the patient grow,
acquire, or consume medical mari-
juana. Physicians are immune from
liability for discussing or recom-
mending medical marijuana in
accordance with the law.

To qualify for protection under
the law, patients must have docu-
mentation verifying that they have
been diagnosed with a specified
serious illness. 

Most states require a statement
of approval signed by the patient’s
physician, while some permit a

patient’s pertinent medical records
to serve as valid documentation. 

Patients’ marijuana possession
and cultivation limits generally are
restricted to a concrete number,
such as 1-3 ounces of usable mari-
juana and six to seven plants, three
of which may be mature. Wash-
ington and California have concep-
tual limits, permitting respectively
a 60-day supply or enough for the
personal medical purposes of the
patient.

MPP says it is important to real-
ize that the federal government can’t
simply nullify state laws on the sub-
ject. Even though patients can be
punished for violating federal mari-
juana laws, a state government is not
required to have identical laws, and
thus states may allow their residents
to possess, grow, or distribute mari-
juana for medical purposes. 

“This division of power is
extremely advantageous to patients
who need to use marijuana,” MPP
says. “Because 99% of all marijuana
arrests in the nation are made by
state and local — not federal —
officials, favorable state laws can
effectively protect 99 out of 100
medical marijuana users who other-
wise would have been prosecuted.
Federal drug agents simply do not
have the resources or the mandate to
patrol the streets of any state looking
for cancer patients growing a few
marijuana plants.”

One drawback, according to
MPP, is that distributors are on the
federal radar screen. Pharmacies
don’t sell marijuana anywhere in this
country; and some medical mari-
juana distribution centers, often
known as cannabis buyers’ clubs,
have been hampered by federal law.

The two cases dealing with med-
ical marijuana policy that have made
it to federal court so far have not
challenged the legitimacy of the
state medical marijuana laws in
states that have them.

Alabama p. 10
Alaska p. 10
Arkansas p. 6
Arizona p. 10
California p. 10
Colorado p. 10
Connecticut p. 10
District of
Columbia p. 10
Florida p. 6
Georgia p. 10
Hawaii p. 10
Illinois p. 10
Iowa p. 10
Louisiana p. 10
Maine p. 10
Maryland p. 10

Massachusetts p. 10
Minnesota p. 10
Nevada p. 10
New Hampshire p. 10 
New Jersey pp. 6, 10
New Mexico p. 10
New York p. 10
Oregon p. 10
Pennsylvania p. 8
Rhode Island p. 10
South Carolina p. 10
Tennessee p. 1
Texas pp. 10, 12
Vermont p. 10
Virginia p. 10
Washington p. 10
Wisconsin p. 10

This issue of State Health Watch
brings you news from these states:
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According to the RAND Drug
Policy Research Center in Santa
Monica, CA, an analysis by
researcher Rosalie Pacula and col-
leagues shows that three main policy
dimensions influence the ultimate
scope of state laws: type of provi-
sion, illness and symptoms covered,
and source of marijuana supply.

Ms. Pacula identifies four types of
provision in state law (see table, p.
10) — therapeutic research pro-
gram, rescheduling, physician pre-
scription, and medical necessity,
with therapeutic research programs
providing the narrowest protection
and physician prescription and
medical necessity the broadest. 

RAND found 27 jurisdictions
(26 states plus the District of
Columbia) with laws enabling
medical use of marijuana as of Dec.
31, 2000; 14 had authorized thera-
peutic research programs, but only
six were operational. Thirteen
states had physician prescription
laws, and nine states had medical
necessity laws. All nine with med-
ical necessity provisions also had
physician prescription provisions.

Ms. Pacula says that looking

across the three dimensions of med-
ical marijuana policy reveals nuances
in state laws. For example, she
writes, one can identify states taking
the broadest, most liberal approach
and those that appear to be taking
broad approaches but are actually
more conservative and cautious.

“Policy-makers and advocates
should be aware of two major hur-
dles,” she says. “First, federal courts
have not accepted the medical
necessity exception when patients
have been tried in federal courts,
but cases invoking this defense have
been highly specific; thus, federal
court rulings have not invalidated
the defense per se. Second, states
need to create a legitimate supply
mechanism for patients that does
not create a bigger burden for law
enforcement. Nine of the 27 states
do not explicitly identify a licit
source of marijuana for patients;
four simply state that patients
should obtain marijuana ‘by any
means appropriate,’ implicitly
encouraging patients to obtain mar-
ijuana through illegal channels, and
five are completely silent on the
issue, forcing law enforcement to
pursue both legitimate and illegiti-
mate users until legitimate ones can
be identified and legitimizing the
black market supply of marijuana.”

Mr. Mirken tells State Health
Watch there have been some
changes in implementation prac-
tices that will be reflected in MPP’s
next state survey. For instance,
Maine has increased the amount of
marijuana that an individual may
possess. He points out that the
change went through with almost
no opposition and may be a sign
that once legislation is in effect, its
implementation doesn’t generate
much controversy. 

Mr. Mirken says MPP is hopeful
that one or more additional state
ballot initiatives will be approved
by voters in the November elec-
tion, and adds there are some states
where the legislature may be will-
ing to move forward. “We’re cau-
tiously optimistic about New York,
Connecticut, and Illinois.

Seeing a potential opportunity
in Vermont, as well, MPP has been
running TV ads there featuring a
woman whose husband died of
cancer and who used marijuana in
his final months to ease his pain
and nausea.

[For more information, go to:
www.mpp.org andwww.rand.org.
Contact Mr. Mirken at (415) 668-
6403. E-mail: Bruce.Mirken@
mpp.org.]  ■
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100,000 low-income children lose health coverage
AUSTIN, TX—A popular government program has shed nearly

100,000 low-income children since Texas lawmakers approved budget cuts
in May, and its rolls are shrinking faster than some had expected. Sharply
declining enrollment in the Children’s Health Insurance Program has
sparked debate about whether the stricter rules passed by the legislature
went too far and could end up sending more uninsured children to hospital
emergency departments for care. An additional restriction, a limit on some
families’ assets, is scheduled to take effect next month. State officials will
begin denying coverage to families if they have cash, bank balances, or secu-
rities exceeding $5,000 or own cars exceeding certain values. 

—Dallas Morning News, Jan. 14, 2004

Clip files / Local news from the states
This column features selected short items about state health care policy.


	e: 


