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About the National Institute 
of Justice 

The National Institute of Justice (NU), a component of the 
Office ofJustice Programs, is the research and development 
agency of the U.S. Department of Justice. NIJ was estab
lished to prevent and reduce crime and to improve the 
criminal justice system. Specific mandates established by 
Congress in the Omnibus Crime Control and S afe Streets Act 
of 1968, as amended, and the Anti-Drug Abuse Act of 1988 
direct the National Institute of Justice to: 

• 

• 

• 

• 

• 

Sponsor special projects, and research and develop
ment programs that will improve and strengthen the 
criminal justice system and reduce or prevent crime. 

Conduct national demonstration projects that employ 
innovative or promising approaches for improving crimi
nal justice. 

Develop new technologies to fight crime and improve 
criminal justice. 

Evaluate the effectiveness of criminal justice programs 
and identify programs that promise to be successful if 
continued or repeated. 

Recommend actions that can be taken by Federal, State, 
and local governments as well as by private organiza
tions to improve criminal justice. 

Carry out research on criminal behavior. 

• Develop new methods of crime prevention and reduc
tion of crime and delinquency. 

The National Institute of Justice has a long history of 
accomplishments, including the following: 

Basic research on career criminals that led to develop
ment of special police and prosecutor units to deal with 
repeat offenders. 

• Research that confirmed the link between drugs and 
crime. 

• The research and development program that resulted in 
the creation of police body armor that has meant the 
difference between life and death to hundreds of police 
officers. 

• Pioneering scientific advances such as the research and 
development of DNA analysis to positively identify 
suspects and eliminate the innocent from suspicion. 

• 

• 

The evaluation of innovative justice programs to deter
mine what works, including drug enforcement. commu
nity policing, community anti-drug initiatives, prosecu
tion of complex drug cases, drug testing throughout the 
criminal justice system, and user accountability pro-
grams. 

Creation of a corrections information-sharing system 
that enables State and local officials to exchange more 
efficient and cost-effective concepts and techniques for 
planning, financing, and constructing new prisons and 
jails. 

Operation of the world's largest criminal justice infor
mation clearinghouse, a resource used by State and local 
officials across the Nation and by criminal justice agen
cies in foreign countries. 

The Institute Director, who is appointed by the President and 
confirmed by the Senate, establishes the Institute's objec
tives, guided by the priorities of the Office of Justice Pro
grams, the Department of Justice, and the needs of the 
criminal justice field. The Institute actively solicits the views 
of criminaljustice professionals to identify their most critical 
problems. Dedicated to the priorities of Federal, State, and 
local criminal justice agencies, research and development at 
the National Institute of Justice continues to search for 
answers to what works and why in the Nation's war on drugs 
and crime. 
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Foreword 

In recent years, health care providers in the world beyond 
prisons have been developing various techniques for con
trolling costs. These "managed care" strategies have wrought 
dramatic changes in the organization of health care. Al
though the cost-effectiveness of these new techniques is not 
clearly established, a number of correctional administrators 
are beginning to adapt them for use in prisons. In many 
places, these strategies provide a means of bringing sharper 
management focus to an area of prison administration that 
has heretofore been of secondary concern and often loosely 
organized. 

This document examines several approaches developed by 
State and Federal prison administrators to manage health 

care and health care spending for inmates. All of the ex
amples described here are from State and Federal prisons, 
and many are applicable to jails as well. Although most of 
these approaches have not been subjected to systematic 
evaluation, the National Institute of Justice is disseminating 
information about them to support the development of inno
vative practices in this important area of correctional admin
istration. 

Jeremy Travis 
Director 
National Institute of Justice 
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Executive Summary 

This study is an examination of practices and policies used 
by State prison administrators to manage health care and 
costs. In recent years, the costs of prison health care have 
risen faster than other correctional costs. Upward pressure 
on spending comes from several sources: growing numbers 
of prisoners, rising costs of health care in the larger society 
upon which prisons rely for services, the threat of litigation 
and Federal court demands to improve services, aging pris
oner populations, and the higher prevalence of AIDS, TB, 
and other infectious diseases among prison populations. 

Until recently the provision of health care outside prison 
wjllls was quite "unmanaged," a consequence of how the 
medical profession and insurance plans have been oi'ga
nized. Not surprisingly, prison health care generally was 
weakly managed. Especially during the last decade, how
ever, a :variety of methods and organizational forms have 
been developed in the free community with the aim of 
delivering patient care more cost-effectively. Even though 
the actual cost-effectiveness of these "managed care" tech
niques remains open to question, they are being transported 
into prison health care systems in some States. Not all can be 
adapted to prisons, because there are many conditions in 
correctional systems that work against cost-effective health 
care. However, a number of conditions in prisons support 
managed care strategies, including global bUdgeting, univer
sal coverage, mandatory "enrollment," limited patient choice, 
and an ability to regulate the utilization of services that is 
greater than the one in the larger community. 

One means of containing spending is to reduce the costs of 
the discrete building blocks required in prison health care
goods and services. These include obtaining advantageous 
prices for pharmaceutical supplies and other durable,equip
ment; negotiating k,wer prices for services purchased from 

,physicians, hospitals, laboratories, pharmacies, and other 
ancillary providers; and "making" the service directly, via 
prison employees and prison-owned facilities. The latter 
includes hiring physicians on staff rather than purchasing 
their services as independent consultants, creating hospitals 
and other medical facilities within prison walls, and provid
ing ancillary diagnostic services directly. Still another way of 
lowering costs is sharing facilities with other governmLnt 
agencies. 

In addition to efforts to restrain health care spending by 
lowering the costs of providing or purchasing goods and 
services, some correctional administrators are seeking to 
manage the use of these services-especially expensive 
services-more effectively. They do this in different ways. 

First, some administrators are establishing explicit limits on 
the types of care that will be provided in prisons. Second, by 
adopting "utilization management" techniques that were 
developed in the free community, which involve case-by
case reviews, health care providers themsel ves seek the most 
cost-effective treatment path for each patient. Third, some 
prison systems are creating intermediate-care facilities, of
fering services more intensive than conventionally available 
in infirmaries but less intensive than in acute-care hospitals. 
With such resources, prison administrators are able to match 
patient needs with more appropriate-and cost-effective
levels of care. This parallels developments in the free com
munity, where expensive hospitalization is being avoided by 
the increased use of alternatives such as outpatient surgery. 
A fourth approach is to dissuade prisoners from using ser
vices unnecessarily by requiring "co-payment'>," or fees. 
Fifth, the use of unnece~sarily ~xpensive medicines can be 
limited by means of restricting prescription practices to lists 
of approved medicines. Finally, greater attention to prevent
ing and detecting diseases may increase the likelihood of 
averting high-cost treatments. 

One method of bringing prison health services under unified 
and focused management is to contract for comprehensive 
health care. This may create conditions supportive of cost
conscious management: fixing a global budget that has to be 
adhered to, putting managers at financial risk for their 
performance, and enabling managers to staff appropriately, 
unencumbered by submarket salary levels and inflexible 
personnel regulations. Although contracting for discrete 
services is widespread, only a few States have much experi
ence with contracting for both the management and the 
delivery of all health care services. 

Central to the success of any management strategy is the 
ability to monitor performance. Managers need to know the 
kinds of resources that are being employed, at what cost, the 
nature and extent of the demand for services, how well 
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resources are being matched to demand, the health and 
system-level outcomes of the services provided, and how 
effectively-and cost-effectively-objectives are being met. 
For such monitoring, individual patients' records-even if 
they are automated-are insufficient. More comprehensive 

viii Managing Prison Heal1h Care and Costs 

managementinformation systems are needed. These systems 
may be designed to incorporate the information require
ments for individual patient care as well. At present, such 
systems in State and Federal correctional departments are in 
their early stages of development. 



Chapter 1 

The Rising Cost of Care 

Spending for the health care of prisoners has been increasing 
rapidly during the last several years. It is difficult to know 
precisely how spending has changed atthe Stateor local level 
in the absence of an ongoing accounting and reporting 
system, but a comparison of data from three nationwide 
surveys provides some indication. In 1982 and in 1985 
Contact Inc. conducted surveys of expenditures for prisoner 
health care by State departments of corrections.' In 1990, the 
National Commission on Correctional Health Care under
took another survey of State departments and obtained 
information about 1989 expenditures for health care, em
ploying similar categories.2 Between 1982 and 1989, the 
average per prisoner expenditure for health care by the States 
responding to the surveys increased by 103 percent. Al
though the year-to-year increases may have varied during 
this period, the average annual increase was 15 percent. 
Between 1985 and 1989, the average increase was 54 per
cent, or 13 percent per annum, on average.3 Total expendi
tures for health care rose even faster than per capita amounts 
during these periods, because the numbers of prisoners under 
custody increased dramatically throughout the Nation. 

Thesepercapitaincreases outpaced the rates of more general 
inflation during these years. Between 1982 and 1989, for 
example, the prices of services in general-as measured by 
the U.S. Bureau of Labor Statistics' "market basket" of 
services-increased by 37 percent,4 about a third as fast as 
the 103 percent increase in average per prisoner correctional 
health care expenditure during this period. Nationwide, the 
increase in correctional health carespending was also greater 
than for all other correctional services combined. This is 
evident in the changing proportions of State prison system 
expenditures on health care. In 1982, 7.2 percent of all 
expenditures were for health care; by 1989, this had risen by 
9.5 percent. In the State of Washington, prison health care 
costs have been increasing at twice the rate of non-health 
care costs since the mid-1980's.s 

Some of the increasing costs of health care probably stem 

from improvements in the amount and quality of care pro
vided to prisoners. In the early 1970' s, the Federal courts 
abandoned their inattention to prison administration and 
began finding that the conditions of many State prisons
including the conditions of their health care systems
violated the Eighth Amendment's ban on "cruel and un
usual" punishment. 6 It was not unusual during this period for 
the health staff in prisons to be physicians with institutional 
licenses or unlicensed foreign medical graduates, augmented 
by unlicensed medical corpsmen and untrained inmates 
serving as "nurses." These inmate nurses administered treat
ment, gave medication, and in some States even performed 
suturing and minor surgery. In addition to this lack of staff 
professionalization, there were confused or unclear lines of 
authority, inadequate record keeping, and inadequate access 
to health care services. Confronted with evidence of inad
equacies in State after State, Federal courts began to develop 
standards and rules to govern prison health care. Since then, 
the courts have ordered prison administrators to remedy 
substandard conditions and to bring their health care systems 
up to constitutional and professional standards. These im
provements have come at a substantial cost. In Texas, for 
;;!xample, prison health care expenditures increased by 473 
percent between 1982 and 1989,1 which was the result in 
part, at least, of the U.S. Federal district court's demands in 
Ruiz v. Estelle (1980), which found the conditions in the 
State's prisons, including their health care services, to be 
unconstitutional. In many States, court decisions against 
prison systems have been a powerful impetus not only to 
improve health care but also to stimulate the emergence of a 
more professionalized correctional health care administra
tion. This professionalization has no doubt improved the 
quality of services over the levels prevalent two decades ago 
and may account for some of the increase in spending on 
health care. 

Health care in the larger society also got more expensive 
during the 1980' s, and these costs were passed on to prison 
systems that purchased goods and services in the health care 
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market. Between 1980 and 1990, total national health care 
expenditures increased by 170 percent, or 17 percent a year, 
on average.8 This 170 percent change did not occur simply 
because the U.S. population grew larger and more people 
were demanding services. During 1992, for example, health 
care costs increased by 12 percent, whereas the U.S. popu
lation increased by only 1.2 percent. During the next five 
years, health care costs are expected to go up by 12-15 
percent each year-much faster than the population is ex
pected to grow-unless significant changes are made in the 
health care system.9 These growing costs reflect changes in 
the price of services, the spread of more expensive technolo
gies, rising expectations regarding the level of health care to 
be provided, a graying population, and rapid growth in 
Medicare and Medicaid expenditures, among other forces. 

One effect of Federal court attention to prison conditions has 
been to inc~ease the dependence of prison systems on com
munity health care providers. As discussed in chapter 4, the 
courts have declared that prisons must provide a level of care 
that is equivalent to that found in the larger community. 
Consequently, prisons now draw much more heavily than 
they did two decades ago on the health care resources 
available in the larger community-including physicians, 
hospitals, other ancillary services, equipment, and supplies
and their budgets are now more vulnerable to the forces that 
increase the costs and prices of those needed resources. Not 
surprisingly, expenditures for goods and services purchased 
from community providers are rising sharply in many States. 
In California, for example, the Department of Corrections 
projected a 29 percent increase in its costs for community 
hospital contracts alone during fiscal year 1994.10 In the 
Federal Bureau of Prisons, there was a27 percent increase in 
per capita spending between fiscal years 1990 and 1993 for 
inpatient, outpatient, and other services from community 
providers of care. I I 

Pressures on Health Care 
Spending in the Coming Years 
Increases in prison health care spending are not likely to 
abate in the near future. Because of their dependence on 
health care providers in the larger community, prisolTS will be 
subject to the same forces that lead to price and cost increases 
in the larger health services economy, as discussed in the next 
chapter. In addition, several forces affect prisons more 
specifically, which put upward pressures on spending. Prison 
systems continue to be sued for inadequate medical and 
health care; inmate popUlations !!-re aging; and the prevalence 
of infectious diseases-especially high-cost ones such as 
HIV/AIDS and tuberculosis-is increasing. 

2 Managing Prison Health Care and Costs 

Litigation 

As of January 1994,39 States plus the District of Columbia, 
Puerto Rico, and the Virgin Islands were under court order 
or consent decree to limit the population andlor improve 
conditions in either the entire State prison system orits major 
facilities. Thirty-three jurisdictions were under court order 
for overcrowding or unconstitutional conditions in at least 
one of their major prison facilities, and nine were undercourt 
order covering their entire prison system. By that date, only 
three States had never been involved in major litigation 
challenging overcrowding or the conditions of confinement 
in their prisons. Challenges to health care provision were 
parts of the Federal cases in 28 States.12 

Graying Prisoner Populations 

The near future will also see a larger number and proportion 
of elderly prisoners, which will put even more pressure on 
spending for health care. According to theAmerican Correc
tional Association, inmates aged 55 or older made up more 
than 3 percent (18,800) ofthe total population of Federal and 
State prisons in 1988. By the year 2000, according to one 
estimate that was developed before the recent spate of 
mandatory sentencing provisions for repeat om~nders (the 
"three strikes" laws), there will be 125,000prisoners over the 
age of 50, of whom 50,000 will be older than 65. 13 This aging 
of the prison popUlation reflects in part the rising number of 
older people in the U.S. population at large, both because of 
improved longevity and because the leading edge of the large 
baby boom cohort will be 50 years old in 1996. The aging of 
prisoner populations may be hastened by the passage of 
mandatory minimum sentencing laws and the trend toward 
longer sentences generally, including life without parole. 

Older prisoners are disproportionately heavy consumers of 
health care services. Approximately 31 percent of all per
sonal health care expenditures nationwide were for persons 
65 years of age or 01der.14 In prisons, "older" persons are 
commonly considered to be 50 years of age or older, in part 
because the health of the average 50-year-old prisoner ap
proximates the average health condition of persons 10 years 
older in the free community. IS These prisoners will require 
more medical services, including costly long-ternl care. In 
1989 the Federal Bureau ofPrisolls estimated that by 2005, 
16 percent of its prisoner popUlation will be 50 years or older 
compared with 11.7 percent in 1988. Whereas the cost of 
providing treatment for cardiac and hypertensive disorders 
among the population 50 or older was $6.7 million in 1988, 
the Bureau estimates that these treatments will cost $1O.l 
million in constant 1988 dollars during the year 2000.16 



AIDS, Tuberculosis, and 
Other Infectious Diseases 

It is probably fair to say that most prisoners, prior to their 
incarceration, have had little or no health care and that their 
health is poorer than that of the general population. More
over, there is evidence that the prevalence in prisons of high
cost diseases-especially AIDS and TB-has been increas
ing faster than in the general population. ANU/CDC survey 
revealed that a total of 8,525 AIDS cases had been reported 
in State and Federal prisons by early 1993.17 This number 
was 66 percent higher than the number found in a similar 
survey conducted two years earlier. Indeed, large annual 
increases in numbers have been reported since the first of 
these surveys in 1985. By early 1993, thenumberofinmates 
dying of AIDS or AIDS-related diseases reached 3,474. 
Although the proportion of all prisoners infected with mv is 
not known for lack of universal testing, selected studies 
report finding rates ofHIV seropositivity ranging from less 
than 1 percent in some prison systems to about 20 percent in 
others. 

These prevalence rates are considerably higher than in the 
general population. In the U.S. population at large, the AIDS 
incidence rate was 18 cases per 100,000 in 1992, up from 17 
per 100,000 in 1990. In all surveyed Federal and State 
prisons, the incidence rate was 362 per 100,000 in 1992-93, 
up from 181 in 1990-an increase of 100 percent. 18 Com
menting on the fact that injection drug users are at high risk 
of contracting HIV infections, the National Commission on 
AIDS reported in 1990: 

By choosing mass imprisonment as the Federal and 
State governments' response to the use of drugs, we 
have created a de facto policy of incarcerating more 
individuals with HIV infection. Under the present 
policy, the percentage of drug offenders in the 
Federal prison system will rise by 1995 from 47 
percent to 70 percent. Clearly, we are thus concen
trating the my disease problem in our prisons and 
must take immediate action to deal with it more 
effectively.19 

The growing numbers of AIDS cases in prisons will place a 
heavy burden on their health care systems and their budgets. 
The lifetime cost of caring for a single person with AIDS was 
estimated at $85,000, or $32,000 annually, in the free com
munity. The annual cost of caring for an asymptomatic mv
infected person in the free community was estimated at 
$5,000.20 The costs of caring for them in prison may be 
higher, although it is difficult to determine what these costs 
are for lack of sufficiently precise data collection systems to 

track the utilization of health care services and expenditures 
by type of diagnosis. In 1989 an Arkansas correctional health 
administrator reported that the cost of caring for a single 
AIDS patient ranged between $55,000 and $125,000 a year 
and that medication for an mY-positive inmate showing 
clinical manifestations ran about $9,600 a year.21 The source 
of these estimates was not shown, however, so it is difficult 
to evaluate them. 

The incidence of tuberculosis has increased especially rap
idly in prisons and jails, due to the concentration among 
confined populations of persons with high-risk factors
including poor health care before commitment, crowded or 
itinerant living conditions, prior IV drug use, and compro
mised immune systems (principally from HIV). In a 1992-
93 survey of correctional facilities conc!ucted by Abt Asso
ciates Inc. for the Centers for Disease Control and the 
National Institute of Justice, a tuberculosis case rate of 121 
per 100,000 inmates was reported.22 This was 13 times the 
rate for the general U.S. population.23 In total, the correc
tional systems responding to the survey reported 53,000 TB
infected inmates-that is, testing positive in purified protein 
derivative (PPD) skin tests-48,000 of whom were in pris
ons and the remainder in surveyed jails. The proportion of 
women so infected was slightly higher than that of men: 12 
percent versus 10 percent. Inmates were not the only ones at 
risk: the survey found 43 current cases ofTB among correc
tional staff and estimated that another 600 correctional staff 
were TB-infected.24 

Especially troubling is the emergence of drug-resistant TB. 
These strains have been found in New York, Texas, Miami, 
and San Francisco. Drug-resistant strains of TB develop 
when individuals begin taking medication for TB but do not 
finish their course of treatment. National estimates suggest 
that only three-quarters of all persons beginning treatment 
complete the full 12 months of therapy. Treatment comple
tion rates are far worse in some urban areas: 60 percent in 
Washington, D.C., 58 percent in Chicago, 54 percentin New 
York, and a staggering II percent among tuberculosis clients 
at Harlem Hospital, which serves Ii high-risk, poor, African
American population.25 

The available treatment for drug-resistantTB involves risks 
and takes much longer (up to two years), and treatment 
efficacy is poor. Among non-immunocompromised indi
viduals, multidrug-resistant strains have a 50 percent cure 
rate and are not preventable. Among immunocompromised 

individuals, such as those co-infected with mY/AIDS, dis
ease management and control are not even that successful. 
During 1991, multiple and rapid TB fatalities (mean survival 
duration after sputum-culture diagnosis was 25 days) oc-
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curred in the New York State correctional system as a result 
of exposurt; to and infection with multi drug-resistant strains 
of tuberculosis among immunocompromised (HIV -infected) 
inmates and staff. More than 50 instances of TB skin test 
conversions occurred as aresultofthis brief epidemic among 
inmates and others who caTi.1e in contact with these cases.26 

Nationwide, the number of drug-resistant TB cases is still 
relatively small. The CDC/NU survey of 1992-93 reported 
finding 141 cumulative cases of drug-resistant TB, of which 
75 (53 percent) were resistant to both isoniazid (INH) and 
rifampin (RIF), the two leading TB drugs.27 Nonetheless, TB 
infection, especially in combination with immuno compro
mised inmates, amounts to a kind of public health dynamite. 
Correctional facilities are nearly ideal places for transmitting 
the disease, and large numbers of prisoners return to the free 
community to live among others who are already at high risk 
of infection. 

Complicating efforts to control TB and AIDS are the fears 
and attitudes of prisoners. Among some prisoners, a fatalistic 
view of life ma.y make the loss of certain privileges and 
freedom of movement a far more serious matter than the 
detection and treatmentoftheirowninfection. Prisoners may 
also view medical care as something that is done to them at 
the pleasure of authorities. They may distrust authorities in 
regard to whether they are delivering the right care on time. 
In one recent prison riot, prisoner demands included a 
cessation of TB testing. 

The Need for 
. Effective Management 

The need for effective management of health care services 
will become even more pronounced, especially if prison 
populations keep growing at a fast pace in the coming years. 
The following chapters examine several strategies that man
agers in State prison systems have adopted to control costs 
and to manage the provision of health care in prisons more 
effectively. 
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Chapter 2 

Emerging Strategies to 
Manage Costs and Care 

During the last 25 years, and especially in the last decade, 
government agencies, private insurance companies, and 
health care providers have developed a number of strategies 
to control the cost of health care more effectively. Some of 
these strategies have been pursued because they also appear 
to promise the delivery of better care. Whether these innova
tions have, in fact, succeeded either in controlling costs or in 
delivering better care is subject to considerable debate. 
However, even in the absence of clear and compelling 
research on the effectiveness of these cost-containment 
procedures in the free community, many correctional man
agers have begun to adapt them for use in prisons. As this 
chapter will discuss, the importation of these "managed 
care" practices into prison systems raises several interesting 
issues, as well as challenges in implementation. Of special 
importance is the greater demand in prison systems than in 
the free community for managed care strategies to improve 
the quality of care. Whereas cost containment has been the 
dominant objective animating the development of managed 
care in the larger society, improvi,ng the quality of care is at 
least of equal importance in prison systems. For this reason, 
the goals of managed care strategies are perhaps more 
demanding in prison environments than elsewhere. 

This chapter presents a brief overview of the changes in the 
health care market in the free community that have resulted 
from the growth of managed care plans. Because prisons 
operate in this larger health care economy, and because the 
nature of that market constrains correctional administrators' 
ability to control spending for health care in prisons, the 
pertinent features of this larger economy that contribute to 
rising r.osts deserve attention. More precisely, this chapter 
examines the following: 

• Various features of unmanaged health care services in 
the larger community that are thought to be implicated 
in the rapid rise in costs. 

Managed care practices that have been developed in the 
larger community for the purpose of containing costs. 

• New forms of organization that have emerged in recent 
years to deliver managed care and to restrain cost 
increases. 

• What research shows about the cost-effectiveness of 
managed care. 

Conditions in American prisons that may support cost
effective managed health care. 

Conditions in prisons that work against cost-effective 
health care services. 

Features of "Unmanaged" 
Health Care That Affect Costs 
Health care is delivered in this country in a largely unmanaged, 
weakly regulated, and decentralized market. Government 
interventions in the health care market have been sufficiently 
broad, however, to trigger a vigorous debate about whether 
more or less regulation is needed to end health care inflation 
and to promote a better use of resources. Federal incorrie tax 
policy, various Federal and State regulations governing 
professional licensure, controls over medical facility con
struction, antitrust exemptions to insurance underwriters, 
mandated health insurance benefits, subsidies to the poor 
and the elderly, and Federal control over which new drugs 
and new technologies are to be introduced into the market all 
create a market that is half-free and half-controlled. Accord
ing to one view, these government interventions have artifi
cially stimulated demand and diminished the stake that 
consumers normally have in purchasing goods and services 
prudently. At the same time, government interventions have 
restricted supply and promoted monopolistic prices. From 
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another view, this market is dominated by private indepen
dent professional physicians, private hospitals, and private 
firms that deliver pharmaceutical supplies, equipment, and 
insurance services. Although the emergence of managed 
care organizations and price controls by government and 
commercial insurance companies have begun to modify this 
structure, several essential characteristics of the market 
remain. These include a predominance of professionally 
autonomous physicians, a high degree of medical specializa
tion, purchasing choices by individual consumers/patients, 
fee-for-service payment arrangements, multitiered public 
and private payment, unregulated pricing by physicians and 
hospitals, weak controls over the quality of care, and the low 
priority the medical profession assigns to making cost
effective clinical decisions. Many of these features are 
commonly identified as "culprits" in health-reform debates. 

Insurance Hazard 

All insurance is subject to the problem of "moral hazard," 
namely the tendency of people to be less careful about taking 
a risk when they are insured against its consequences. In 
health care, people are more likely to have a treatment when 
they know that insurance will cover much or all of the price. 
In addition to this general problem, Federal income tax 
regulations have encouraged many employers to offer health 
insurance as an income-tax-free fringe benefit. This encour
ages people to carry more insurance coverage than they 
would if they paid for their policies with income subject to 
Federal income tax. In the prison community, there is an 
analogy: all prisoners have de facto "insurance" and thus 
similar incentives to seek more care than they would if they 
were paying for it with their own money. 

Professional Autonomy 

Physicians in this country have acquired a great deal of 
autonomy in their practice of medicine and have been re
markably successful in protecting it. Most are independents, 
in practice by themselves, and support themselves by collect
ing fees for services they provide. They operate relatively 
free of governmentinterference, although government agen
cies and insurance companies increasingly regulate their 
work. Physicians control membership in their profession, 
have gained from governments the authority to license, and 
are largely self-policing. One effect of this decentralized 
structure is the absence of a national health care policy 
regulating the numbers of physicians trained and theirdistri
bution throughout the country. 
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In recent years, physicians have abandoned solo practices in 
large numbers. affiliating with networks composed of other 
physicians and/or hospitals and/or insurance companies. 
However, in the most prevalent form of association, the 
preferred provider network, physicians retain their status as 
independent professionals who rely on fees-even though 
capitated or discounted-for their income, rather than col
lecting salaries from employers. 

Specialization 

The American health care industry is also characterized by a 
high degree of physician specialization. Consequently. pa
tients' medical care is delivered by a collection of primary 
care physicians and specialists, who mayor may not be 
associated through a formal network. The economics of 
specialization obstruct the tighter integration of health care 
services. Whereas it requires a popUlation base of between 
3,000 and 5,000 people to support the practice of an indi
vidual primary care physician, the population required to 
serve certain specialists is much larger. Indeed, for some 
specialties, the required population base exceeds that of 
many large urban centers. In regions with few specialists, 
these physicians acquire quasi-monopolistic powers. The 
ability of purchasers to affect the conditions of specialists' 
practices and their fees is correspondingly weak. I 

Patients' Ability to Choose 

In the market that existed unfettered before the emergence of 
managed insurance plans, patients were free to choose their 
physicians as well as the places they received other health 
care services. This reinforced the decentralized nature of the 
health care market. Moreover, because health care purchas
ing decisions were made by individuals rather than by 
collectives or large-scale organizations, providers had great 
leverage over purchasers with respect to the price of their 
services. 

Limited Consumer Cost-Sharing and 
Accountability 

Because many consumers have insurance, they are obliged to 
pay only a portion of the cost of services they receive. 
Between 1965 and 1989, the consumers' out-of-pocketshare 
of total costs paid declined from about 50 to about 21 
percent.2 Because the consumers' share is now small and 
getting smaller still, decisions about purchasing health care 
services are notas constrained as they would be if consumers 



were paying full price. Providers are able to take advantage 
of this insensitivity to price by raising prices. 

The Primary Care 
Physician as Occasional Manager 

In this decentralized and highly specialized system, patients 
have their care managed-if at all-by their primary care 
physician. Because patients are free to purchase physician 
services in an open market, restricted only by their ability to 
pay, some may manage their own care, obtaining specialists 
as desired, perhaps with referrals by one or more of the 
physicians they see. However, most persons lack informa
tion aboutthe market and rely on their primary care physician 
for advice, for prescribing medications, and for making 
referrals to specialists, diagnostic testing, and hospitals. 
Because a large proportion of the costs of health care are 
payments to specialists and hospitals. the primary care phy
sician is the de facto financial manager in this decentralized 
and loosely coupled system.3 They have the strongest role in 
determining health care costs by virtue of their ability to 
control the price of their own services and to order others' 
services. 

Provider-Induced Demand 

Because patients delegate clinical decisions to physicians to 
such a great extent, physicians may have the ability to control 
not only the price they charge but also the demand for their 
own services. They may, consequently, respond to controls 
of their prices by increasing the volume of work demanded 
of them to offset declining revenues.4 This apparently oc
curred when physicians' fees were frozen in the Medicare 
program in the mid-1980' s.s 

Inattention to Cost-Effective Practice 

Physicians are not trained to be cost-effective providers of 
care. Their medical educations, residency trainingprograms, 
and the majority of practice arrangements do not provide 
them with instructions on choosing alternati ve types of care 
with an eye to saving money. "It is therefore not surprising," 
write Greifinger and Bluestone, "that most physicians are 
ignorant of the vast potential to reduce unnecessary hospital
ization, surgery, diagnostic testing, and therapeuticinterven
tions."6 Partly because of this, a substantial amount of 
care-including high-cost hospitalization and surgical pro
cedures-is medically unnecessary. Some analysts estimate 
that 10-20 percent of all hospital admissions are unnecessary 
or inappropriate, as are 20-30 percent of total patient days in 

hospitals.7 Others, however, question whether these esti
mates are too high.8 

Medical Malpractice 
Suits and Defensive Medicine 

To avoid malpractice suits and the financial penalty that can 
ensue, many physicians have altered their practice of medi
cine. They may protect themselves by ordering more proce
dures and tests than they might otherwise. Some may refuse 
to accept higher-risk patients, and their inattention to con
sumers' costs is reinforced. 

Cost-Insensitive Drug Prescriptions 

Physicians' practices when prescribing drugs is subject to 
few incentives to economize. Physicians do not pay for the 
drugs they prescribe, and patients pay but a fraction of the 
cost when insurers or other third-party payers cover prescrip
tion drugs. (To be sure, not all insurance plans cover pre
scription drugs' costs.) As discussed earlier, physicians are 
socialized to value not cost-effectiveness in treatment but 
rather clinical effectiveness. Thereexistfew studies compar
ing the cost-effectiveness of alternative treatments; therefore 
physicians have little reason not to prescribe the drug they 
believe has the highest chance of success, whatever the cost. 

Fee-far-Service Payment 

Traditionally physicians have been paid on a fee-for-service 
basis. In an unregulated market, the amount charged is 
determined by the forces of supply and demand. This method 
of compensation rewards providers who serve larger num
bers of patients and do more to them. As Berenson notes, this 
creates an incentive that is "wildly infiationary."9 Conse
quently, health care costs in countries that rely largely on fee
for-service payments (the United States and Canada) have 
experienced more rapid increases in health care spending 
than European countries that rely on other forms of compen
sation, such as capitated payments. lO As discussed later, 
various attempts to contain costs aim to change incenti ves by 
adopting other methods of payment. 

Unregulated Pricing of Hospital Services 

Until the early 1980's, hospital prices were unregulated and 
determined largely by market forces. Even with the estab
lishment of Medicare in the mid-1960's, pricing procedures 
remained little monitored. Under Medicare's cost-based 
reimbursement procedures, hospitals were allowed to com-
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pute reimbursable costs to allow for returns on invested 
capital. Consequently the reported costs of services were 
affected by the firm's accounting practices, an.j there were 
considerable opportunities for establishing higher costs by 
revaluing capital assets. Moreover, these cost-based reim
bursements were required only for services provided to 
Medicare and Medicaidpatients. Other patients were charged 
a market-determined price .. 

Mixed Private and Public Payment 

Providers are paid largely by patients, by commercial insur
ancecompanies if pa~ients are employed and/orcovered, and 
by government programs if they are not covered or are 
otherwise entitled (for example, are poor and elderly). In this 
multitiered system, many providers who cannot obtain suffi
cient payments for serving uninsured or underinsured pa
tients subsidize them by charging insured patients higher 
prices. 

Technology Growth 
and Science-based Medicine 

By harnessing scientific research to what was previously a 
largely unscientific craft, Western medical practice has greatly 
increased its power to diagnose and cure diseases and to 
promote health. This marriage with science has resulted in a 
rapid development of new and impmved technologies of 
care, which are diffused quickly in the U.S. health care 
market. The availability of these new technologies puts 
pressure on health care costs, because once they become 
available patients increasingly demand them and physicians 
employ them, thereby raising the expectations of what con
stitutes acceptable levels of care. However, not all new 
technologies raise the cost of care. Indeed, they may provide 
the means for treating patients more cost-effectively-by the 
use of drugs instead of more expensive interventions, for 
example. Thus, the lengthy process for Federal approval of 
new drugs has been criticized for increasing both mortality 
and costs by delaying the introduetion of drugs widely 
available in other technically advanced nations: 11 

Lack of Organized 
Controls Over the Quality of Care 

Because the health care system in this country is largely 
decentralized and only weakly regulated, controls over the 
quality of care are thinly developed. The medical profession 
has been reluctant to exercise strong controls over physi
cians' practices, and the threshold for putting incompetent 
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doctors out of business is quite high. With such a large 
number of physicians working in solo practices, the oppor
tunities for friendly peerreview and education are limited. A 
contrary view, however. holds that more control would lead 
professional groups to exclude competitors from the market. 
The long history of restrictions on the use of midwives and 
on the scope of practice for nurses is often cited as an 
example of how "quality control" can be a screen for collu
sion by the medical profession. State certificate-of-need 
(CON) programs are similarly disparaged as clubby devices 
to exclude competitors. 12 

The Development of 
Managed Care To Contain Costs 
and Change Patterns of Practice 

Beginning in the 1940's, a variety of procedures and new 
organizational forms of practice began to be developed to 
gain better control over health care spending. Net..york
based managed care plans were first organized then, includ
ing the Kaiser-Permanente Plan, which began in California, 
Washington, and Oregon in 1942, and the Health Insurance 
Plan of New York, which began operating in 1947. The 
movement toward managed care got a big boost later, in the 
early 1970's. Alarmed about rising health care costs, the 
Nixon administration embraced health maintenance organi
zations (HMO's) as the best means of controlling costs and 
introduced legislation that resulted in the 1973 HMO Act, 
Public Law 93-222. This act legitimized HMO's and author
ized funds for grants and loans to support their development. 
It also placed overrides on State mandates that restricted 
HMO development and required employers with at lellst 25 
employees to offer a qualified HMO as an option to their 
employees, ifrequested by alocal, federally qualifiedHMOP 
By the late 1970's, large employers also were beginning to 
realize the potential benefits promised by managed care in 
reducing the costs of employee health benefit plans, and the 
market for managed care plans became increasingly com
petitive. Managed care was extended to Federal government 
entitlement programs when the Omnibus Budget Reconcili
ation Act of 1981 authorized Medicaid waivers permitting 
State medical assistance programs to limit patients' freedom 
to choose providers-a liberty otherwise guaranteed by 
law-and to institute managed care programs.14 By 1982 
more than 1,000 such programs had been initiated.15 

Although the term "managed care" eludes precise definition, 
it generally refers to the kind of care provided by HMO's and 
preferred provider organizations. Generally, managed care 
is a system that integrates the financing and delivery of health 



care services to covered individuals. The methods employed 
to deliver managed care include the foIIowing. 

Restriction of Patients' Choices 

Patients covered by either private insurance or government 
entitlement programs are subject to disincentives designed 
to reduce their ability to select the type, level, and provider 
of care. If they elect services or providers deemed ineligible 
by third-party payers, they must pay for those services 
themselves. 

New Forms of Compensation 

Third-party payers developed new methods for compensat
ing providers, departing from the practice of cost-based 
reimbursements or undiscounted fees for service. These 
alternative payment methods include negotiated discounts 
on providers' normaIfees or charges; fixed payment rates for 
specific types of service or for hospitalization; and payments 
of lump sums in advance to providers for enroIIed clients' 
care. These payment arrangements are designed to control 
costs by various means. The most common form of the 
incentive is for the payer to shift some of the financial risk of 
care to the providers. Some arrangements impose fixed 
limits on amounts to be paid to providers and put the provider 
at risk for excessive costs. Others, instead of establishing 
fixed limits, create various incentives for providers to deliver 
less costly care. 

Selected Contracting 
To Build a Provider Network 

Another strategy is for payers to establish a network of 
providers, hospitals, physicians, and ancillary services will
ing to accept discounted fees or standardized rates in ex
change for a promise to channel enrolled clients to them. To 
be included in the network, providers also may be required 
to meet certain minimum requirements regarding profes
sional standards, including board certification and a rela
tively "clean" history of medical liability claims. Some 
managed care plans also choose physicians who make less 
frequent use of expensive resources such as specialist physi
cians and hospitals. To evaluate physicians' use of resources, 
managed care plans may develop information systems to 
track physicians' referral practices, yielding "profiles" of 
those physicians. Enlisting physicians and providers in net
works may have the effect of strengthening the payer's 
leverage over providers. As providers become increasingly 
dependent on a single buyer (or on patients covered by a 

single payer) for their practice, their ability to maintain high 
prices for their services diminishes. 

Constraints on Utilization of Expensive Care 

Central features of managed care strategies are limitations on 
the patients' and providers' abilities to utilize higher-cost 
services-especiaIIy specialists and hospital care-and/or 
disincentives to utilizing those services. Most policies set 
explicit limits on types of care to be covered; financial 
incentives also are created to encourage patients to use the 
network of providers; gatekeeping procedures are devel
oped, either by charging primary care physicians with the 
responsibility for making referrals or hospitalization, or by 
creating positions for nonphysicians to act as case managers; 
utilization management and review procedures are estab
lished, and authorization for utilizing expensive services is 
required; risk-sharing arrangements with patients and pro
viders to discourage ostensibly unnecessary care are devel
oped; less costly procedures are substituted for more costly 
ones; and "practice pattern guidelines" are developed to 
establish norms for clinical decisions, specifying what is 
deemed appropriate care for specific types of patients and 
cases. 

Attention to Preventive Medicine 

By encouraging and even supporting health maintenance and 
disease prevention activities-including periodic screen
ings and checkups-payers seek to avert more costly epi
sodes requiring acute care or chronic care for illnesses. 

Direct Provision of Services 

One means of controlling expenditures for purchases of 
services delivered by independent providers-physicians, 
specialists, and hospitals-is to purchase as few as possible 
while providing as many as possible directly to patients. The 
health maintenance organization is, in essence, an insurance 
plan that "makes" medical care using its own employed staff 
rather than purchasing care from independent professionals 
and firms. By assuming responsibility for the organization, 
production, and financing of medical services directly, pay
ers gain control over a large proportion of the components of 
those services that affect their costs. 

Global Budgets 

Recent interest in national health care reform has drawn 
attention to "global budgets," in the form of either expendi-
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· ture caps set administratively to limit overall spending for 
health care services or an overall target for spending for a 

defined set of services and a defined set of payers. "They are 
the most potent weapon in the arsenal of cost-containment 
strategies," writes Carl Stevens, "and they are increasingly 
being urged as the strategy of choice."16 Global budgets 
covering entire populations are common in other Western 
industrialized countries such as Canada, the United King
dom, and several European countries, but they are relatively 
rare in the United States. Interestingly, hospitals in the 
Department of Veterans' Affairs receive global budgets for 
providing some hospital services to specified classes of 
veterans. Global budgets are "global" in that they are de
signed to limit total spending for health services or, at least, 
to come close to that target. As such, global budgets are not 
in the same class as the other cost-containment strategies 
discussed earlier. They do not constitute a cost-containment 
policy per se but are a means for calibrating the parameters 
of other cost-containment policies.17 For example, if setting 
rates for services delivered by providers is the cost
containment strategy of choice, expenditure limits affect the 
level of the rates. As Ashby and Greene write, global budget
ing "offers the potential for a significant reduction in the rate 
of spending growth, but also poses the risk of adverse effects 
on access to services or the quality of care."IB 

Recent debate on glob~l budgets has emphasized their poten
tial for creating de facto price controls and thus significant 
distortions in marketplace signals to allocate resou':ces. 
Perhaps more relevant to prison authorities is the following 
observation. Global budgets are set by a political process that 
may be at odds with individual consumers' wishes about 
whatthey would be willing to spend and whattreatments they 
would choose. This may create significant disagreements 
between political authorities and consumers analogous to 
disagreements between prison authorities and prisoners over 
what is the right amount of care. 

New Forms of Organization 

During the last few decades, but especially since the mid-
1980's, these various approaches have been combined in 
different ways-along with different arrangements among 
patients, physicians, hospitals, and third-party payers-to 
create new forms of organizing health care services. The 
raison d'etre of these new forms frequently has been to 
contain costs better so as to lower prices, thereby gaining a 
competitive advantage in the marketplace for insurance and 
health care services. The principal forms include managed 
indemnity plans, preferred provider organizations (PPO's), 
exclusive provider organizations (EPO's), staff-model health 
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maintenance organizations (HMO's), independent practice 
association (IPA)-model HMO's, network-model HMO's, 
group-model HMO's, and point-of-service (POS) plans. 

Managed Indemnity Plans 

Traditional indemnity plans, which once dominated the 
health care landscape in this country, pay for health services 
without questioning or reviewing the appropriateness of 
medical decisions. (Until recently, prisons purchased health 
care services in this way.) Faced with competition from 
newer forms of insurance and provider agreements-espe
cially HMO's-traditional indemnity plans began to incor
porate managed care practices. These have been limited 
typically to the incorporation of utilization review proce
dures, such as preadmission certification for hospitalization, 
monitoring claims, and denying or reducing payment for 
claims deemed unjustified. Other aspects of the health care 
delivery system were left undisturbed. The traditional forms 
of compensating physicians or hospitals were not change~; 
provider networks were not created; patients were not re
stricted in their choice of providers; and primary care physi
cians were not required to become gatekeepers, controlling 
access to specialist physicians or hospitals. The adoption of 
these few managed care approaches has failed to stem the 
loss of market share held by indemnity plans. By 1992 
indemnity plans were held by only 45 percent of all of those 
with health care coverage, 41 percent of whom were in 
managed indemnity plans.19 

Preferred Provider Organizations (PPO's) 

A variant of managed indemnity insurance plans is plans that 
rely on preferred provider networks. Providers included in 
these networks agree to charge discounted fees, capped fees, 
and standardized rates for specified types of services or to 
accept per capita payments to cover all services utilized 
during a specified period. Patients retain free access to 
specialists and hospitals, as prior authorization is not re
quired. Patients are alIowed to use non-network providers 
but are required to share a larger proportion of the cost of 
such care and to pay higher deductibles. Insurers may also 
limit admission to the PPO network to physicians who are 
judged to be both competent and cost-efficient.20 

Exclusive Provider Organizations (EPO's) 

These are similar to PPO' s. However, services received from 
non-participating providers are not covered, and providers 
are reimbursed on a discounted fee-for-service basis. 



Point of Service (POS) Plans 

These allow patients increased flexibility. They are similar to 
PPO's in that coverage is retained for services received from 
non-participating providers but at a lower benefit level. As 
long as members stay within the provider network, however, 
they receive full coverage. Some HMO's offer a similar 
benefit through an out-of-plan benefi.ts rider or POS option. 

Health Maintenance Organizations (HMO's) 

HMO's represent the tightest integration of providers with 
those who cover the costs of care. Four principal variants 
exist: the staff model, the group model, the network model, 
and the independent practice association (IPA) model. In 
both the staff-model and the group-model H1vl0, physician 
care is provided almost entirely by doctors on salary, who 
practice in the facilities owned by the HMO. Their practice 
consists entirely of patients enrolled in the HMO. Conse
quently, they are not in private practice but in "corporate 
practice." In contrast, in IPA-type HMO's, physicians con
tinue to be compensated on a negotiated fee-for-service 
basis, practice in their own offices, and devote only a portion 
of their time to caring for enrollees in the IPA HMO. The 
staff- and group-model HMO's are consequently the most 
tightly integrated HMO's. The number of factors employed 
in delivering health care services are under a unified corpo
rate control. 

All HMO's accept fixed-"capitated"-prepayment, in re
turn for which they agree to provide all health care services 
within arange established in advance. Patient care is tightly 
organized, and HMO's employ procedures to manage the 
utilization of hospitals and to promote alternatives to hospi
talization for diagnostic testing. They encourage the use of 
ambulatory surgery where possible.21 Primary care physi
cians, assigned to patients, act as gatekeepers, controlling 
access to all other health care services. (Not all IF A-model 
HMO's employ primary care gatekeepers, however.) Pa
tients are thereby most restricted in their choice of providers 
in HMO's. They must use those physicians in hospitals 
associated with the HMO. If other providers not associated 
with the plan are sought, they must be referred by an HMO 
physician if they are to be paid by the plan. HMO's share a 
unified patient record, which facilitates tightly managed 
care. In this structure, the primary care physician becomes 
the clinical and financial manager of patient care. 

Physicians who practice in HMO's are perhaps the most cost 
conscious, because they are at greater financial risk. Because 
of capitated prepayments, HMO's profits are at risk if 
spending is uncontrolled. HMO's therefore recruit, screen, 

and select physicians who appear willing to learn and to 
practice cost-efficient medical care. Especially in physician
led HMO' s, a central strategy for controlli ng costs is monitor
ing physician behavior through organized peer review and 
educating the participant physicians in the practice of cost
efficient care. Monitoring practice and providing friendly 
feedback are much easier in HMO' s than where the insurance 
function is carried out by a separate business entity. In other 
words, HMO's seek to changephysicians' behavior not so 
much by strict regulatory means but by educational means 
and financial incentives. They give feedback to physicians 
on variations and procedure rates-for example, how their 
practice stacks up against other physicians' -and give bo
nuses to those physicians who practice cost-efficiently. 

HMO's combine the insurance and health care delivery 
functions. In some instances, they were formed when insur
ance companies chose to "make" their health care services 
directly rather than "buy" them from private providers. In 
other instances, they emerged from alliances of physicians 
who elected to join their practices in various ways and to 
offer insurance plans. 

By 1992 aU but4 percent of insured persons were covered by 
plans incorporating at least one component of managed care. 
Forty-one percent were in indemnity plans that had adopted 
at least one managed care strategy. The remainder were in 
network-based managed care plans. The largest of these 
plans werePPO' s (26 percent of all insured persons), HMO's 
(22 percent), and point-of-service plans (7 percent).22 Among 
those enrolIed ih HMO's, the most popular were the IPA 
models. In 1992 this type of HMO accounted for 47 percent 
of all HMO enrollments, compared with 25 percent in the 
group model, 16 percent in the netw~rk model, and 11 
percent in staff model. 23 Since 1980, enrollment in group or 
staff HMO's increased only slightly, while those in IPA, 
network, and mixed HMO's grew substantially. The growth 
ofPPO's or POS plans has been the fastest, however, taking 
the dominant share of the network-based managed care plans 
since their emergence in 1984. 

With these developments, the health care industry is under
going a number of significant shifts: 

• Integrated capitated payment plans are replacing frag
mented fee-for-service arrangements. 

• Passive payers-employers and government financing 
agencies-are being replaced by active purchasers. 

• Patients are changing from passive consumers of health 
care services to more active participants. 
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• 

• 

Opportunities for individuals, providers, and payers to 
avoid taking responsibility are diminishing, with parties . 
required to assume greater responsibility for their roles 
in receiving or giving health care. 

A near-exclusive focus on illness is giving way to a 
greater emphasis on health and well ness. 

Emphasis on cost (price and volume) is diminishing, 
with greater attention given to value, measured in terms 
of both health and productivity. 24 

Is Managed Care Less 
Costly and More Cost-Effective? 

Managed care and its derivative-managed competition
are being touted as the principal means of controlling health 
care costs in this country and of avoiding strong and central
ized regulation, such as widespread price controls. However, 
many observers wonder whether it does indeed deliver more 
cost-effective medical care or even less costly care. "While 
greater numbers of Americans receive their medical care 
from managed care organizations," writes Robert Berenson, 
"managed care's track record for restraining costs has not 
been impressive. "25 In its review of managed care and studies 
of managed care, the General Accounting Office (GAO) 
concludes: "Although some employers believe that they are 
saving money through managed care, other employers con
tend that apparent savings, which are often attributed to 
managed care, have been illusory. To date, a definitive 
evaluation of managed care does not exist because of a lack 
of Clear definition, difficulty in obtaining data, the high cost 
of conducting an evaluation, and the constantly changing 
structure of managed care."26 Consequently, write Moran 
and Wolfe, "Insurance plan sponsors from both the public 
and private sectors have been unable to solve the pandemic 
cost problems that intensified during the 1980's with the 
wave of the 'managed care' magic wand. This has led to 
nagging doubts that managed care can contain costs more 
effectively than could central regulation."27 Robert Kuttner 
is less reluctant to draw a conclusion. "Managed care," he 
writes, "as currently practiced fails to do what its proponents 
claim: significantly reduce medical inflation."28 Arnold 
ReIman agrees: "No managed care plans have been able to 
slow the current rate of inflation in costs, whatever their 
effect on the base-line level of expenditures."29 

The difficulty of assessing the impact of managed care on 
both the cost and cost-effectiveness of health care services 
stems from several sources. First, managed care does not 
have a uniform organizational form or a uniform cluster of 
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practices and procedures. Rather, the term refers to a wide 
variety of practices aimed at controlling costs and managing 
patient care and, as discussed earlier, a number of signifi
cantly different organizational structures. It may be true that 
managed care practices in toto fail to have a significant effect 
on health care costs, but certain practices may be more 
effective than others. Moreover, certain managed care prac
tices may have the perverse effect of producing one type of 
cost while raising another. For example, obtaining lower 
rates for each unit of service in a preferred provider organi
zation may encourage heavier utilization, which may drive 
up the overall cost of health care. 

The second reason for the difficulty in drawing strong 
conclusions about managed care and its effects is that strongly 
controlled research studies are few, and revealing systematic 
data are unavailable. For example, rigorous studies of the 
cost-effectiveness of the most prevalent form of managed 
care plan-the PPO-do not exist. The American Associa
tion of Preferred Provider Organizations reports that most 
data on PPO' cost savings are anecdotal and cannot be 
generalized. Moreover, because they negotiate discounts 
from billed charges, PPO' s typically collect data on prices of 
services rather than on the total cost of care per enrollee. 
Similarly, the Group Health Organization of America, which 
represents prepaid group health plans, argues that tightly 
controlled prepaid health plans are more cost-effective than 
indemnity plans but is not abJe to specify the amount of 
savings.30 

Another characteristic that confounds ready comparison of 
cost savings across types of health care plans and delivery 
systems is thefact that these plans often serve different types 
of populations, which affects the cost of health care de
manded and provided. For example, studies commonly re
port that HMO's show lower inpatient hospital utilization 
rates than the national average or for other insurance plans. 
However, this may be due to the fact that HMO's typically 
attract younger and healthier populations, who are less likely 
to be hospitalized. In addition, concurrent with the growth of 
managed care in the 1980' s, there was a general decrease in 
hospitalization rates. This reduction in hospital utilization 
cannot be attributed solely to more pervasive managed care, 
however, because many health care services since the early 
1980's have been shifted from hospitals to outpatient set
tings, such as day surgery centers. Consequently, managed 
care prog'rams that rely heavily on substituting hospitaliza
tion with outpatient care may have less room to accrue 
savings.31 

The sirongest research studies have been conducted on one 
subspecies of managed care organization: the HMO. The 



Rand Health Insurance Experiment, conducted in 1976-81, 
randomly assigned'individuals either to a staff-model HMO 
or to several indemnity plans with different cost-sharing 
requirements. The study found that the HMO had lower per 
capita costs of care-about 25 percent-than any indemnity 
phin lacking cost sharing, principally a result of a 40 percent 
reduction in hospital admissions. Because individuals were 
assigned at random , the HMO was notable to selecthealthier 
andyoungercliems, and the possibility of bias, which affects 
many studies of HMO's, was eliminated.32 

Another, more recent study, the Medical Outcome Study, 
found that patients enrolled in HMO's were hospitalized 
approximately 45 percent less frequently than patients cared 
for by physicians who practiced individualIy or in small, 
single-specialty groups. Theresearchers estimated that about 
a third of this difference was due to the fact that patients 
enrolled in HMO's were healthier to start with. After taking 
these differences in patient demographics and severity of 
illness into account, the study estimated that HMO patients 
had a nearly 30 percent lower rate of hospitalization but 9 
percentmore physician visits. The authors did not attempt to 
estimate the net effect ofthese differences in hospital utiliza
tion on the costs of per patient care or premium costs.33 

The GAO rightly warns that the Rand and similar studies of 
HMO's do not provide suffIcient grounds for concluding that 
managed care as we now know it results in cost savings. 
Neither the managed care plan the Rand experiment evalu
ated nor the indemnity plans used for comparison resemble 
the choices today. As discussed earlier, traditional indemnity 
plans have incorporated some aspects of managed care. 
Moreovet, the most common form of HMO is not the tightly 
integrated staff model but the looser and less integrated IF A 
model. 

Indeed, Moran and Wolfe wonder if managed care has been 
tried at all. They write, "Most Americans receive care that is 
managed by nothing more than the most rudimentary utiliza
tion management techniques. "34 Thus, the "managed indem
nity" plans do not deliver the "real thing," nor do the loosely 
associated IF A HMO's, which until recently have "failed to 
offer the degree of clinical integration offered by c1osed
panel-and group-model HMO'S."35 By this measure, nei
ther the PPO nor the EPO delivers managed care either. In 
both IPA and indemnification plans, including PPO' s, man
agementis done by the insurance company, which focuses on 
costs. "With few exceptions, the management of these plans 
is concerned more with cost than with the quality of care."36 
Or, as Kuttner puts it, "The general trend seems to be in the 
direction of the more aggressively entrepreneurial brand of 

cost containment, which saves money not by finding the 
most medically appropriate means of treatment, but simply 
by limiting patient care .... It remains to be seen whether 
[this] approach will squeeze out costs, or just squeeze out 
care."37 

The Congressional Budget Office estimates that, based on 
past performance, moving people from fee-for-servicemedi
cine into staff- and group-model HMO's would reduce 
health care spending by 10-15 percent. "If the use of staff
model or group-model HMO's were expanded within the 
framework of managed competition, the potential savings 
might be larger because the HMO's would have stronger 
incentives to achieve savings than they currently dO."38 
However, whether even tightly controlled HMO's save 
money, and how, is a matter of some dispute. The ability of 
the HMO to control costs may be masked by the practice of 
"shadow pricing"-the reportedly common practice of set
ting the price of the HMO premium to just below that of the 
competition.39 Berenson offers another explanation: the true 
cost-effective capacity ofthe HMO is not simply masked by 
the practice of shadow pricing but reflects the fact that most 
HMO's have paid more attention to the "purchase side" than 
to the ,"delivery side." 

To a very real extent, financial success in managed 
care has been too easy and has not required reform
ing the way health care is actually delivered. If it is 
possible to beat the traditional insurance competi
tion through provider discounts and boilerplate 
utilization review, why borrow trouble by manag
ing the care of physicians who did not want to be 
involved in the first place? ... In the face of 
spiraling premium increases, employers now ap
pear to be more willing to accept more decisive 
actions on the part of their managed care organiza
tions. Unfortunately, under increased cost contain
ment pressure, managed care organizations often 
simply tighten their regulatory control-increase 
patient cost sharing, make tougher eligibility deci
sions, deny more patient hospital days, limit fee 
sC,hedule increases, or impose increased withhold
ing on payments to physicians. 

In short, as the marketplace demavds more cost 
savings from managed care, many managed care 
organizations' reflexive actions have been to pro
ce~d with the kind of regulatory controls that gov
ernment should be able to administer more effi
ciently.40 
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There is also concern that savings resulting from half-step 
reorganization are offset substantially by higher costs of 
administering managed care programs. 

It runs against common sense to suggest that the tighter 
management of health service delivery organizations cannot 
result in lower expenditures for health care. "While there is 
nothing sacrosanct about HMO's," write Greifinger and 
Bluestone, "they do provide the best example of successful 
cost containment without sacrifice of medical quality."41 
Cost containment is likely to be increased by the following 
characteristics: 

• The internalization of hard choices regarding utilization 
and costs to the clinic and hospital, rather than using 
external, for-profit reviewers. Well-run HMO's do this, 
as do most universal health systems, in which hospitals 
are given annual overall "global" budgets or targets and 
populations to care for and are then told to deliver the 
best possible medicine within those constraints.42 

Cost containment is more likely when a larger propor
tion of the components of the health delivery system are 
brought under the control of a single organization. 

Cost containment is likely to be more successful when 
health care providers themselves are at some financial 
risk for inefficient delivery of service. 

Cost containment also may be more effective to the 
extent that patient care is organized and supervised 
mote tightly. Thus, the group-model HMO's are prob
ably more cost-effective than IP A-model HMO's, which 
are more loosely structured.43 

Some observers, typically physicians, also argue that physi
cian leadership is essential. "To be cost-effective, care must 
certainly'bemanaged, butthe responsibility for management 
is best placed in the hands of doctors and their patients."44 
These observers believe that management by insurance 
companies will strengthen the bias for cost control while 
sacrificing quality. 

Constraining physicians in these organizations to be cost
effective in their practice of medicine is probably facilitated 
by internal utilization control techniques, data systems for 
developing information about practice patterns, and orga
nized peer review, which enable physicians to educate one 
another and to instill and refine cost-effective practices. 
Increasing the useof day hospitalization and intensive outpa
tient treatment as alternatives to hospitalization wherever 
appropriate will also reduce costs. 
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In the free community, the reorganization of health care 
delivery systems into tightly integrated HMO models may 
not, in and of itself, reduce medical inflation at the aggre
gate, or national, level. As long as a pool of uninsured 
persons continues to exist, organizations serving insured 
persons will be under pressure to subsidize their care. More
over, more efficient delivery systems will not change the fact 
that our national population is getting older and sicker and 
that the overall health care system has numerous missing 
links. "Managed care, by itself, can't make up for those gaps 
until the overall system insures everybody," writes Kuttner. 
"As a result, the system often treats patients in the most 
expensive venues-emergency rooms and psychiatric hos
pitals-because nobody is willing to pay for less expensive 
settings."45 

Will Conditions in 
American Prisons Support Cost
Effective Managed Health Care? 

These observations suggest that prisons may offer advanta
geous conditions for developing cost-effective managed 
care delivery systems, but that other characteristics may 
work against this. Conditions favoring cost-efficiency in
clude: 

Global budgets. Health care divisions within Stateprison 
systems are typically given budgets within which to 
operate. The existence of these fixed budgets in the face 
of strong demand for services encourages decisions 
designed to allocate health care resources efficiently. 

• Universal coverage and mandatory enrollment. Whereas 
the provision of health care in the larger community is 
fragmented by the existence of competing insurance 
plans and uninsured persons, all prisoners are "en
rolled" in a single organization, and enrollment is man
datory. 

Limited patient choice. In the free community, compe
tition for enrollees encourages health care plans to 
enrich their benefit packages and to adopt other entice
ments-approaches that work against cost-effective 
delivery. Because prisoners have no option but to seek 
care through the prison's health care system, counter
productive tendencies associated with marketing are 
minimized. 

• Ability to regulate the utilization of services. Because 
prisoners lack the ability to consume all but the least 



expensive health services without the consent of prison 
officials, prison administrators have at least the poten
tial to regulate prisoners' utilization of services very 
tightly. The ability to accomplish this depends in large 
part on the prison administration's success in control
ling physicians' clinical decisions. 

Relatively fIXed patient population. The existt;:nce of a 
relatively stable patient population (over the course of a 
year, that is) offers the opportunity to negotiate con
tracts wi th pri vate physicians or firms who are wiIIihg to 
serve patients at reduced costin return for the agreement 
to funnel alI patients to them. 

• Selective contracting. Because most prison systems do 
not provide many types of health care services directly 
(primarily specialty care), they are obliged to purchase 
it from outside providers. This offers the opportunity to 
contract selectively with high-quality, cost-effective 
providers-essentially a network of preferred providers 
seeking to give cost-effective care. 

Conditions that work against the development of cost
effective managed care programs include: 

Inability to bring most elements of the health care 
delivery system under direct organizational control. 
Prisons are dependent on outside providers, which may 
not be in plentiful supply. Prison systems may also be 
required to utilize other public facilities, such as public 
hospitals, the use of which may be "free" butmay create 
other inefficiencies. 

Inability to employ physicians directly. Because of 
submarket rates and insufficient volume, the efficien
cies gained in the free community by employing physi
cians as salaried staff often are less available in prison 
systems. 

Difficulties in managing global budgets. Capitating 
health care costs may be difficult when responsibility for 
prison health care is fragmented across organizations, 
individuals, and several outside providers. One solution 
to this, as discussed in chapter 5, is to contract with a 
private health care firm to provide comprehensive care 
for a fixed per capita cost. 

Managers not at risk. Prison administrators responsible 
for delivering health care are salaried employees whose 
salaries are protected and not dependent on the success 
or failure of meeting cost targets. Lacking the ability to 

profit directly from instituting cost-containment strate
gies, managerial incentives may be weak. One way of 
compensating for the absence of at-risk management is 
to contract with private providers for comprehensive 
health care and to write a contract that puts these 
managers at financial risk for cost-inefficient care. 

• Absence of a competitive market of providers in rural 
areas or small towns. Managed care strategies work 
better when there exists sufficient competition among 
providers. Kronick and his colleagues estimate that a 
popUlation of 1.2 million is needed to supportthree fulIy 
independent staff-model HMO's. A popUlation of 
360,000 could support three plans that independently 
provided most acute-care hospital services, but these 
plans would need to share hospital facilities and contract 
for tertiary services. A smalIer population of 180,000 
could support three plans that provided primary care and 
many basic specialty services but would have to share 
inpatient cardiology and urology services. They con
clude th&t reform of the U.S. health care system through 
the expansion of managed competition is feasible only 
in medium-sized or large metropolitan areas. In rural 
areas, where most prisons are located, alternative forms 
of organization and regulation of health care providers 
are needed to improve cost-efficiency and quaIity.46 
When prisons are dependent on a few providers, they 
have little or no leverage in negotiating advantageous 
prices. 

• Security constraints. Whereas health care providers in 
noncorrectional settings can be single-minded in their 
efforts to deliver cost-effective health care, health care 
in prison systems is constrained powerfully by a more 
important objecti ve: maintaining security. Meeting this 
latter objective sometimes requires sacrificing cost
effectiveness of heal th care services. For example, pris
oners may be left in hospitals for longer stays for 
security rather than health reasons. 

Unpredictable morbidity. The future rates of the growth 
of AIDS and tuberculosis are difficult to predict. To the 
extent that prisoners are more likely to come from 
popUlations that are susceptible to these diseases (for 
example, drug users), their impact on prison health care 
costs becomes harder to predict. 

• Prisoner suspicion and expectations. Like all citizens, 
prisoners may have high expectations that advances in 
science can work miraculous cures. However, they may 
doubt that the system really wants them to live longer 
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and suffer less or that it will incur any significant 
expense in their treatment. Suspicion can result in riots. 
It can also cause poor compliance with treatments and 
thus higher long-run expenses for the complications of 
chronic diseases. 

• Litigious prisoners. As in the free community, physi
cians face the threat of lawsuits. Because many prison
ers have learned how to file pro se lawsuits (or have 
ready access to ''jailhouse lawyers" who have learned), 
the threat of lawsuits is especialIy real in correctional 
facilities. This creates an incentive to practice "defen
sive" medicine, a practice that is often at war with cost
effectiveness objectives. 

In the following two chapters, managed care practices devel
oped to control health care costs in prisons are examined, 
including methods of lowering the unit cost of services 
provided directly or purchased, and methods of controlling 
prisoners' utilization of services. Several of these appear to 
be successful in restraining health care spending. 
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Chapter 3 

Containing Costs of Goods and Services 

Correctional agencies have employed several approaches to 
reduce the costs of the discrete building blocks-the various 
goods and services-required of prison health care systems. 
This chapter addresses each of them. They include: 

Obtaining advantageous prices for pharmaceutical goods 
purchased. 

Obtaining advantageous prices for purchased hospital 
services. Discussed here are different methods of ob
taining lower rates for hospitalization. These include: 

Negotiated discounts, using various arrangements 
for compensation (for example, cost-based reim
bursement, and per discharge, per diem, and per 
capita payments). 

Establ ishing MedicarelMedicaid eligibili ty for pris
oners. 

Requiring mandatory coverage of eligible prison
ers by private insurers. 

- . Mandatory statewide price controls. 

Obtaining physicians' services at reduced rates. 

• Controlling costs by reviewing bills more closely. 

"Making" the needed services directly with prison 
employees and/or prison-owned facilities. This includes: 

Operating hospitals within the prisons in lieu of 
purchasing services from community-based hospi
tals. 

Providing intermediate care to reduce hospitaliza
tion costs. 

Reducing overutilization of hospitals by using 
chronic care facilities. 

Providing ancillary services, such as diagnostic 
procedures. 

Getting services "free" by means of agreements to share 
capacity with other agencies, such as public hospitals, 
State university medical schools, correctional agencies 
in other jurisdictions, and military service branches. 

Hiring physicians, rather than relying on independent 
contractors paid on a per services basis. 

Negotiating Better 
Prices for Pharmaceuticals 

The Federal government's Bureau of Labor Statistics (BLS) 
estimates that U.S. spending for prescription drugs has 
grown on average at an annual average rate of 13 percent 
since 1980, although the estimation methods used probably 
overstate the actual rate of increase. l In particular, the effect 
of generic drugs on the cost of drug therapy is open to dispute 
in theBLS methodology. When generics are counted, acase 
can be made that drug prices have been falling rather than 
rising.2 Whatever the real rate of increase in costs, correc
tional agencies can certainly gain better control over the cost 
of drugs, prescribed and over the counter, both by changing 
prescription practices (discussed in chapter 4) and by adopt
ing strategies to purchase pharmaceutical supplies at lower 
prices. Greater control over drug costs may become even 
more necessary if correctional systems adopt managed care 
strategies and seek to substitute drug-intensive outpatient 
treatments for hospitalization.3 

The U.S. pharmaceutical industry is dominated by a few 
large firms. Although these firms do not hold a monopoly, 
they do have a great deal of market power in maintaining 
prices, which is reinforced by the price-insensitive prescrib
ing practices of physicians, the coverage of prescription 
drugs by some insurers, and informed consumers. (The long 
Food and Drug Administration approval process for new 
drugs also delays competition from foreign manufacturers.) 
Although prisons may have large inmate popUlations, State 
prison systems that try to negotiate prices on their own may 
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have little success. In recent years, however, institutional 
purchasers have begun to acquire greater buying power and 
have won substantial discounts. One way of enhancing 
purchasing power is to join a buyers' group or consortium. 
Groups able to place large-volume orders can negotiate 
advantageous discounts. 

For example, Oregon's Department of Corrections issued a 
request for bids to sell pharmaceutical supplies to the State 
prison system. No suppliers offered bids. The State' s correc
tional department subsequently joined the Minnesota Multi
state Governmental Cooperative Contracting Group.4 This 
bidding group, organized and operated by the State of 
Minnesota's Department of Administration, purchases phar
maceutical supplies on behalf of its enrolled members, all 
agencies of city, county, and State governments. The group 
is divided into three regions, with one pharmacist and one 
State purchasing official acting as regional coordinators. As 
of June 1994, the bid group included agencies from 20 
different States, including prison systems in Washington, 
Oregon, Utah, Colorado, Wisconsin, Nevada, Alaska. Indi
ana, New Hampshire, Minnesota, Idaho, Kentucky, and 
Arizona. Member agencies had combined purchases totaling 
$70 million annually. The contracting group has achieved 
"national account statUS" with most of the majorpharmaceu
tical manufacturers and is given volume discounts as a 
result. 5 The group' s representatives bid directly to the manu
facturers, and all drugs are shipped through contracted 
regional prime vendors (drug wholesalers). Requests from 
prisons often have distinctive packaging requirements. In
stead of being poured into cans or bottles, which can be 
converted into weapons, medications are packed in contain
ers resembling juice boxes ("brick packs") or in strip pack
ages.6 Whereas other bid groups around the country charge 
administrative fees ranging from 0.5 to 5 percent of the 
purchase price, which is charged to the man.ufacturers, the' 
Minnesota bid group charges a fee of 1.5 percent. This fee is 
collected from the manufacturers and goes into a revolving 
fund managed by the State of Minnesota. This covers the cost 
of computer programs to manage bids, printing and mailing 
costs, and other costs associated with awards. 

The group's ability to get large discounts for proprietary 
drugs is limited because suppliers hold monopolies on them 
until their patents expire. Discounts, if they are obtained, are 
small, generally less than 10 percent of the average whole
sale price. Fdr generics, however, the discounts are larger
up to 40 percent.7 

The Federal Bureau of Prisons enhances its buying power by 
participating in the Veterans' Administration Prime Vendor 
program. The Prime Vendor agreement allows government 

22 Managing Prison Health Care and Costs 

agencies such as the Bureau of Prisons to purchase pharma
ceuticals via a modem directly from a regional wholesaler, 
with pricing based on the Federal Supply Schedule (FSS). 
The wholesaler generally delivers within 24 hours. three 
days per week. This arrangement allows the Bureau of 
Prisons to carry minimal inventories while taking advantage 
of extremely low FSS pricing.s 

In Texas, the Department of Criminal Justice has joined with 
the State university'S medical school hospital to purchase 
pharmaceutical supplies but negotiated and maintains a 
separate contract with vendors. The medical school hospital 
processes payments on behalf of the department. Because the 
uni versity' s medical school is able to pay its bills faster than 
the corrections department. it gets further discounts. This 
latter discount may bein the 2.5-3 percent range, but the data 
needed to measure the size of the discount more precisely are 
not available.9 The department and the medical school are 
currently examining the potential of having the two contracts 
negotiated as one, particularly if the total volume would offer 
opportunities for additional discounts. In addition to the 
volume and rapid-payment discounts, the State has negoti
ated a significant reduction in the administrati ve fees for the 
prime vendor (from 1.5 percent to 0.5 percent).10 In Idaho, 
the central purchasing office of the State contracts with a 
private vendor, which purchases pharmacy and laboratory 
supplies in bulk for all State agencies and reportedly gets a 
cost reduction of approximately 10-20 percent. I I 

Strategies to change the use of drugs-for example, the 
development of formularies and widespread substitution of 
generics for brand-name drugs-can yield substantial sav
ings as well. These methods are discussed in chapter 4. which 
deals with efforts to control health care utilization. 

Reduced Prices for 
Purchased Hospital Services 

There are a number of possible strategies for reducing the 
cost of hospital services purchased from outside providers. 
although they are not all equally feasible. The most common 
is for correctional departments to negotiate discounted rates. 
The second is to seek a change in either State or Federal law 
requiring that prisoners be eligible for Medicare and, consis
tent with State requirements, Medicaid benefits. Third, State 
legislatures could pass laws prohibiting private health insur
ance programs from denying eligibility to beneficiaries who 
are incarcerated but who would otherwise be eligible to 
receive benefits. Fourth, in the absence of Federal or State 
legislative action to establish Medicare and Medicaid eligr 
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bility for prisoners, States could impose direct price controls 
on hospital rates charged to prisoners. 

Negotiating Discounted Rates with Hospitals 

Three of these four strategies require legislative action. The 
only way correctional administrators can obtain more advan
tageous prices without enabling legislation is to negotiate 
discounts or standardized reduced rates with local hospitals 
or networks of hospitals. In return for such discounts or 
reduced rates, correctional administrators may agree to give 
these hospitals all or most of their business, thereby estab
lishing, in effect, "preferred provider" relationships. In mar
kets where preferred provider networks already exist, prison 
administrators may be able to contract with network repre
sentatives, obtaining agreements with a large number of 
hospitals in a single transaction. In 1992 there were 2,578 
preferred provider networks operating in the United States, 
and some States-California, Texas, and Florida-had more 
than 90 networksP Realistically, the most advantageous rate 
that can be negotiated is that given to Medicaid patients. The 
alternative, for hospitals unwilling to accept such low rates, 
is to negotiate higher per procedure rates-expressed, per
haps, as a percentage increase over the Medicaid rate-or a 
specified discount off the usual and customary charge, or 
caps on fees. 

Getting preferred provider rates may produce substantial 
savings. A Federal Bureau of Prisons study compared the 
actual costs of community-based health care-inpatient, 
outpatient, and other services, including hospital and physi
cian costs-delivered to inmates at three prisons with the 
prices that would have been charged if a California-based 
preferred provider organization had been used instead and 
had charged the Bureau the prices it charged other members 
ofits plan. Bureau analysts estimated that savings in the three 
prisons would have ranged from 25 percent to 33 percent, 
with an average of 28 percent across all three. 13 

In the absence oflaws requiring hospitals to accept reduced 
rates for prisoners, the willingness of hospitals to accept 
Medicaid rates depends on market forces or altruism. Thatis, 
if there exist a number of hospitals able to serve a prison, 
corrections administrators may be able to obtain advanta
geous prices from one in return for a promise to channel all 
patients to them instead of to their competitors. However, if 
few hospitals are near the prisons, correctional departments 
will have little leverage, if any, to negotiate Medicare/ 
Medicaid rates. In conditions where one supplier exists, 
purchasers may have to accept the customary rates on a take
it-or-Ieave-it basis. To be sure, ho~pitals holding such local 

monopolies may not take a hard line but may choose to 
provide reduced rates or discounts for reasons other than 
economic ones (for example, the hospital's directors may 
desire to be good neighbors). 

Forms of Compensation 
and Cost Control Incentives 

How departments agree to compensate hospitals for their 
services has significant implications for cost-containment 
efforts. The incentives to control costs, provide services, or 
seek efficiency improvements vary depending on whether 
reimbursement is cost-based or paid on a per discharge 
(case), per procedure, per diem, or per capita basis. 

Cost-based Compensation. Under a cost-based reimburse
ment agreement, including cost-plus-fee arrangements, few 
incentives exist to encourage hospitals to be cost-efficient. 
Their financial risks are minimized, as all additional costs 
are passed on to the consumer. Indeed, cost-based reim
bursementsystems createincentives to delivermore services 
to patients. Ellis and McGuire observe that "increasing the 
marginal reimbursement to providers will increase" the de
sired levels of services supplied, since additional benefits to 
the patient(which also provides utility to the provider) can be 
purchasedatlowercost."19Undercost-basedreimbursement 
systems, providers also can change accounting assumptions 
and recompute their costs, which may result in price infla
tion. The burden of cost containment in such a system faIls 
on the payer (not the provider), and payers resort to utiliza
tion management and review procedures established to 
counter the incentives encouraging increased (and even 
unnecessary) use. Utilization management procedures offer 
no protection against inefficiency or increases in unit costs, 
however. 

Per discharge or procedure payments. To eliminate the 
incentive to overuse hospital beds that is inherent in cost
based reimbursement systems, Congress changed Medicare 
reimbursement procedures to a per procedure basis in 1984.20 

Before that, reimbursement allowances were permitted for 
returns on invested capital if the service was provided by a 
for-profit facility. This policy provided large amounts of 
public funds to private for-profit and not-for-profithospitals, 
with little monitoring of price-making procedures. Hospital 
chains acquired new hospitals and revalued their assets, and 
then raised their costs charged to the government. Congress 
decided to make this practice of revaluing assets illegal and, 
in fiscal year 1984, created the Medicare prospective pay
ment system, which fixed payment rates by type of proce
dure, categorized according to the diagnosis related group 
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Preferred Provider Networks in Georgia, 
North Carolina, and Florida 

Georgia's Department of Corrections negotiated contracts and preferred provider agreements with 
hospitals, agreeing to pay either a fixed per diem rate or to obtaIn a percentage discount off the usual 
and customary charges. The per diem rate differed from one hospital to another, ranging from $500 
to $ /,500. The department's ability to negotiate advantageous per diem rates depended on how 
much competition exIsted among hospitals In the community, how cash poor the hospitals were, and 
the case mix they seNiced. GeorgIa abandoned this method of purchasing community-based 
seNices separately in the fall of 1994, when it switched to a contract for comprehensive managed 
care, under which the provIder fs compensated on a per capita basis. I 

North Carolina's Department of Correction also has developed a large network of preferred provider 
hospitals. During the 1980's, it began to negotiate special rates with hospitals, At present such 
agreements exist with 32 hospitals in the State, although 3 get most of the department's referrals. The 
department seeks to negotiate per diem rates, the most advantageous being the Medicaid rate for 
each diagnostic related group (DRG). A second-best agreementfrom the department's point of view 
Is one in which the hasp/tal gets some specified multiple of the Medicai'd rate-for example, 120 
percent of the Medicaid DRG rate. The least advantageous to the department Is a specified discount 
off the usual and customary rate-I 0 percent off, for example, Coupled with the practice of dfrectfng 
prisoners to hospitals that have agreed to charge the department the fowest rates, these discounted 
rates have produced large savings, During fiscal year 1993, for example, the department was billed 
$6. 1 million for inpatient care in community hospitals. The average per diem billed the department was 
$7,398,95. However, because of existing agreements to pay at a discount the department's average 
per diem was $ 7,025.68-a 26.6 percent discount. This savings totaied $1.6 million. If the department 
had been able to obtain Medicaid rates from ail hospitais, paid charges would have been even lower, 
reaping savings in excess of $2 miilion.2 

The Impacts of these discounts In particular cases are dramatic. One hospital charges the department 
$990 a day, ratherthan its usual and customary charge of $1,500. Consequently, all prisoners requiring 
open heart surgery are directed there. At another hospital, one case Involving renal fal/ure would have 
resulted In charges to the department of $162,000 If usual and customary rates were In effect. But 
because of an agreed-upon per diem discount the department paid $72,000. Similarly, a cardiac 
case that resulted In a $100,000 bill, based on usual and customary charges, actually cost only $10, 000, 

With such deep discounts at some hospitals, the department's central office works hard to ensure that 
these hospitals are used. For example, the institutional physician scheduled one open-heart surgery 
case to go to a nearby hospItal. The department's utilizatIon revIew (UR) unit was called for prior 
approval, and the physician was told that the hospital he had selected was not a preferred provider 
for the department and did not offer a discounted rate. The UR unit then redirected the patient to a 
hospital that was a preferred provide" located thIrty minutes away. This resulted in a saving of $30,000 
for that one procedure. This Illustrates the Importance of utilization management procedures. If 
effective procedures do not exist for directing patfents to providers that offer reduced rates, physicians 
and/or prison security staff are likely to select hospItals based on their proximity alone, either because 
of convenience or because of the costs and risks assoclated with transferring the prisoner over a longer 
dIstance. These anecdotes also Indicate the importance of selecting physicIans who are sensitive to 
costs and training them to be so. 

To reduce spending for hospitalization. the Florida Department of Corrections has created a network 
of preferred provider hospitals, with whIch the department has negotiated reduced rates. When 
considering whetherto Include a hospltafln its network, the department evaluates a number of factors, 
Including: 

• Number of operating beds. 

• Physical location. 
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• Basic services provided. 
- Degree of medical technology available to patients (such as lab, surgery, ICU, dlagr.ostlcs). 
- Range and scope, basic and speclalized such as bum, cardiac surge/y- and so on. 

• Licensed, accredited, certlfled. 
- LIcensed by the State. 
- JACHO accredited. 
- Lab certified and radiology certified. 

• Utilization Information oval/able. 
- Number of admissions-overall and category. 
- Number of patient days. 
- Occupancy rates. 
- Average length of stay. 
- Mortality rates. 
- Numberofsurglcal procedures by Inpatlentor outpatlentstatus and by specialty (such as cardiac 

bypass, and so on). 
- ER VisIts. 

• Utilization and discharge program.3 

In advance of negotiating rates, the department acquires financial data from the hospital and data 
supplied to the Health Care CostContalnmentBoard, which reveals the hospital's actual costs per day, 
earned profit and Similar information from prior years. The department also develops estimates of the 
numbers and types of patients that it wfil be sending to the hospital an exerclse aided by the 
department's management Information system. The department prefers to obtain per diem rates for 
hospital Inpatient servIces whenever possible. This Is done because It places the hospItal at risk since 
it Is receiving a fixed paymentper day. As dIscussed below, per diem arrangements create an Incentive 
for the hospital to extend the length of stay so that It can Increase revenues, which places an extra 
demand on the hospital's and the department's utilization review procedures. The department has a 
weI/-developed continued-stay review procedure, which It relies on to control the use of the service. 
(See chapter 4 for a discussion of such procedures.) Contracts negotiated with hospitals specify the 
hospitals' obligations regarding utilization management procedures. As of March 1994, the depart
ment had per diem rates at nine hospitals. However, the department currently uses five regional 
hospitals to do most of the work. <1 

Not all hospitals agree to a per diem compensatlon. Some prefer a discounted rate for services. 
Consequently, the department has a number of dlscount-for-service contracts. In some cases, a 
hospital will offer a package price for particular services, such as coronary-artery bypass surge/y- which 
the department Is willing to accept because ft saves money over the per diem rate that It would be 
charged. 

To take advantage of this network of discounted providers, the department grades the medical 
condition of all inmates to identify chronically III prisoners or inmates suffering from health problems who 
are fikely to requIre significant care. Prisoners classified as having chronic Illnesses or likely to need 
sIgnificant care are consolidated In regions near the preferred provider hospitals. 

These cost-containment strategies have reaped significant benefits. In 7992-93, the average per diem 
rate In hospitals In the department's preferred pro viderne twork was $987, compared with a statewide 
hospital average charge of $ 7,851, excluding newborns. (This does not include any physicians' fees or 
special charges.) The full range of dIscounts and impacts for fiscal year 1992-93 was estimated to 
produce a cost avoidance of $6.5 million for the year. Between 1991 and 1992-93, the department of 
corrections had reduced hospital expenditures from $11.9 million to $1 7.3 million, despite an Increase 
in the average daily population. 5 This was reportedly due to a systematic reduction In the hospital use 
rate and to reliance on contract hospitals and utilization review procedures. 
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(DRG) into which the patient was classified at discharge. The 
theory was that by manipulating payment incentives to 
hospitals, payers-in this case, the Federal government
could reduce both the level and the growth of costs. Accord
ing to Judith Lave, who helped design the prospective 
payment system, "The per case system should promote 
efficiency in the production of health care services and in the 
development and adoption of cost-reducing technologies."21 
This spur to efficiency was thought to result from discon
necting hospital revenues for a patient from the resources 
actually expended to treat that patient. However, by paying 
a fixed reimbursement for any procedure, an incentive is 
created to maximize profits by limiting services to an accept
able minimum.22 This may result in underserving patients. 

Medicare's prospective payment system is designed to cover 
the full cost of the average hospital for the average case. 
Hospitals can profit when they achieve lower than average 
costs or admit patients who are not as sick as the average 
patient. When the opposite occurs, hospitals are reluctant to 
accept the above-average case, although some adjustments 
are allowed for "outliers" with unusually high expenses or 
long stays. Ellis and McGuire consequently argue for a 
hybrid compensation system, in which estimated costs are 
included in the calculation of a per procedure reimburse
ment. This is called a prospective system with hospital
specific rates. Such a system reduces risks to providers and 
is more likely to be perceived as fair by them.23 The trend, 
however, is toward reliance on preferred provider networks 
of hospitals and away from reimbursement systems based on 
procedures. Per discharge rates do not mesh well with 
PPO's. Consequently, only 9 percent of all hospitals in 
preferred provider networks were paid using DRG-based 
rates in 1992. Discounted charges were the most common 
form of compensation.24 

Another hybrid is seen in the arrangement between the Utah 
Department of Corrections and the University of Utah Medi
cal Center to provide the State's prisoners with hospital 
services. This arrangement combines cost-based reimburse
ment-at a discount-with a global budget to minimize 
unnecessary utilization. The department pays the university 
$200,000 a year to contribute toward its overhead expenses 
and agrees to pay 63 percent of an usual and customary 
charges. To protect the medical center against the cost of 
catastrophic illnesses, the department agrees to cap full 
liability at $50,000 per year per inmate and agrees to share 
50-50 all costs in excess of $50,000. An mcentive for the 
medical center and the department to avoid otherwise unnec
essary utilization is created by establishing a total amount to 
be spent by the department each year-essentially a global 
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budget. If the department is billed for less than this amount 
because fewer services have been provided than anticipated. 
the department and the medical center share the savings 
evenly. If the cost exceeds the con tracted amount, the uni ver
sity pays for all the above-budget costs, except for expendi
tures on catastrophic illness, which are shared according to 
the formula described above.25 

Per diem payments. A third method of compensating hospi
tals is to base payments on negotiated per diem rates. 
However, by pinning the hospital's revenues on the number 
of days of service, per diem arrangements may encourage 
hospitals to hold patients longer. An increase in the length of 
stay would thereby offset some or ali of the savings that may 
have been anticipated when the per diem rate was estab
lished. This suggests that per diem compensation arrange
ments should be coupled with strong controls on utilization, 
such as hospital precertification programs and continued 
stay review (discussed in chapter 4). 

Per capita compensation. Compensating hospitals on a per 
capita basis gives correctional departments the greatest 
certainty, especially if there is no cap on the provider's 
liability for high-cost cases. These compensation arrange
ments put the provider at the greatest financial risk and offer 
the greatest incentives for cost control. Whether costs are, in 
fact, controlled also depends on whether risk factors are 
within the scope of control of the provider; in capitation the 
provider is "at risk" for how often hospitalization is needed. 
This depends, in part, on the underlying epidemiologic 
risks, which are certainly not controllable by hospItals. 

As in the case of per procedure payment schemes, per capita 
payment procedures reward cost-cutting practices. How
ever, like the per procedure payment scheme, an incentive is 
created to limit services because profits can thereby be 
maximized. To ensure that services are adequate, the depart
mentmust establish procedures for monitoring the quality of 
care. In reality, however, most hospitals will be unwilling to 
accept per capita reimbursement unless the reimbursements 
are at a very high level. Health C ... re providers who are most 
willing to gamble on making money in a per capita payment 
system will be those that have the broadest responsibility for 
patient care, both inpatient and outpatient. The most signifi
cant opportunities available to these providers for reducing 
costs are to substitute outpatient for inpatient treatment. 
Unless they have substantial control over the amount and 
kind of treatment that will be given to prisoners, hospital 
administrators are likely to view per capita arrangements as 
all risk and little opportunity for gain. However, as described 



in chapter 5, health care contractors do exist who are willing 
to take on the risks. 

In Texas, the State is continuing to move toward full capita
tion of its contracts for prisoner health care, with its univer
sity partners gaining confidence as more know ledge is gained 
of factors influencing off-site costs. The medical school at 
the University of Texas has contracted for actuarial data to be 
developed and to provide a clearer picture of the potentiai 
risks. As more history and actuarial data are developed, 
providers will become more comfortable with capitated 
contracts. 

Establishing Medicaid! 
Medicare Eligibility for Prisoners 

An alternative to negotiating new rates or discounts is to have 
hospitals accept Medicaid payment rates for all prisoners. 
Although the National Commission on Correctional Health 
Care recommends that Congress modify Federal law govern
ing eligibility for Medicaid and Medicare to include prison
ers, States could enactlaws that effectively setthe same rates. 
This has been done in Tennessee, where State law requires 
that prisons pay for hospitalization atindigentrates, which is 
equivalentto Medicare rates. All that achange in Federal law 
would do would be to require the Federal government to 
share costs with the States, as is done with Medicaid. Any 
proposal to expand eligibility for Federal Medicaid or Medi
care entitlements to the more than one million prisoners in 
custody is not likely to get an attenti ve hearing at the Federal 
government, especially when thecurrentMedicaidandMedi
care programs have shown such steep increases in spending 
in recent years. Moreover, most-if not all-of the recent 
bills proposing a reformed national health care system do not 
include prisoners among those designated to receive ben
efits, even under the definition of "universal coverage." 

Hospitals may be reluctant to accept Medicaid or Medicare 
rates because these rates may not cover the hospitals' full 
costs of care. Indeed, the typical Medicaid hospital per diem 
payment is about 80 percent of the average per diem cost for 
Medicaid patients.27 Despite this shortfall, no hospitals in 
any State with such rates find the rates too low to stop their 
voluntary participation in the Medicaid programs. 

Hospitals often assert that they are able to subsidize these 
patients by shifting partofthe cost to charges biIIed to private 
payers. That is, the usual and customary charge billed to 
private payers is set at a level that will recoup the losses 
incurred by caring for Medicaid, Medicare, and uninsured 

patients and by bad debts. In Tennessee, for example, the 
indigent rate (equivalent to the Medicaid rate) is about 68 
percent of the usual and customary rate charged to private 
payers.28 The wilIingness of hospitals to accept Medicaid 
rates for prisoners therefore depends in large part on whether 
they have a large enough clientele of private payers to 
subsidize the cost of treating prisoners. 

Although it is obvious that hospitals charge different prices 
to different payers, Morrisey argues that this is best thought 
of as charging what the market wiIl bear.29 To shift costs 
successfully, a hospital mustincreaseits prices to insurers as 
a result of lower prices received from other payers. In the 
increasingly competitive U.S. health care market, this is hard 
to do. Morrisey finds that empirical evidence of cost shifting 
is surprisingly sparse. There are only four rigorous studies 
published. Two find limited cost shifting and two do not. 
Three of these were undertaken in an earlier era before 
hospitals faced the fixed prices of the Medicare prospective 
payment system and the rapid growth of managed care. The 
only recent study examined what happened to Blue Cross 
payments to hospitals when Medicare adopted prospective 
payment. Cost shifting would imply that Blue Cross paid 
more; instead it saved money. This is not evidence of cost 
shifting. 

Morrisey cites other evidence that hospitals cannot success
fully shift costs. Instead, hospitals have laid off staff and 
reduced Medicaid patient loads in the face of restrictions in 
payment levels. Ifhospitals could successfully shift costs to 
other payers, one should not expect to see such downsizing. 

The moral of this story for prison officials is that hospitals 
will not accept patients for whom the reimbursement does 
not cover at least the marginal cost of care most closely 
associated with the patient. This does not mean that a prison 
system must pay the same prices as private insurers of the 
middle class. A hospital may be willing to accept Medicaid 
patients because the cost of treating these patients does not 
exceed the actual Medicaid reimbursement. If prisoners 
invol ve more expense than does the typical Medicaid patient 
(because prisoners are sicker or because security needs 
impose extra expenses), they will be unwelcome at Medicaid 
rates. 

In Hawaii, the major cost-containment strategy adopted by 
the Corrections Division of the Department of Public Safety 
is the use of the Medicaid system for both billing and rate 
setting?O Prisoners there are eligible for State-funded Med
icaid reimbursement but not for federally funded reimburse
ment, and contracts for inmate care are administered by the 
State Medicaid administrator. Accounting is kept separate, 
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and transfers are made quarterly by the corrections division. 
In addition to savings incurred by having hospitals acceptthe 
Medicaid rate, the State probably gains efficiencies in the use 
of the State Medicaid billing system for handling claims for 
prisoner care. 

Providers were not compelled by law to accept Medicaid 
rates but agreed to do so voluntarily. This widespread 
Willingness resulted in part from the conditions created by 
the State's policy of universal coverage. Under that policy, 
residents who lack private insurance can receive care paid 
for by State funds. Consequently, hospitals do not have to 
carry bad debts or the costs of caring for uninsured patients. 
This could be interpreted as indicating a situation where 
hospitals have little need to subsidize patients with higher 
private payer rates. In this view, the spread between private 
payer rates and Medicaid rates is therefore narrower, and 
accepting the Medicaid rate for prisoners does not impose 
the disadvantage that it does elsewhere.3l Alternatively, what 
the market will bear has been changed by a State subsidy that 
lowers hospital costs so that Medicaid rates are at least 
marginally profitable. 

Mandatory Coverage by Private Insurers 

The National Commission on Correctional Health Care 
recommends that "State legislatures enact legislation pro
hibiting health insurance programs from denying eligibility 
for beneficiaries who are incarcerated but otherwise eligible 
to receive health insurance benefits. "32 Iflegislatures were to 
pass such laws, State depmtments of correction would gain 
additional sources of revenue. Health care providers would 
be compensated at whatever rate the insurance plan guaran
tees its members, and the correctional departments' expen
ditures for health care would be reduced by the same amount. 
Such a change in law would create some logistical problems, 
but these pale in significance beside the more important 
policy question: Who should cover the cost of prisoner 
health care? 

One question to be faced by those contemplating the change 
in law is whether insurance companies would be required to 
continue benefits only for those plan members who gained 
coverage prior to their incarceration. This would expose the 
insurance company to fewer financial risks than also requir
ing them to permit prisoners to enroll as new members. 
Moreover, the liabilities of the insurance companies will 
increaseifprisoners are unable to avail themselves ofprovid
ers who agree to accept reduced payments to insured partici
pants, which is likely if prisoners are held in locations distant 
from metropolita;} areas. Higher risks and larger liabilities 
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will u1timately lead to a higher premium charged to all plan 
participants, including those who pay a large proportion of 
private insurance premiums-private businesses. Increasing 
the cost of health insurance to businesses probably has, 
negative economic effects. The costs of labor increase, and 
businesses' competitiveness decreases proportionally. at 
least on the international market. A fairer solution is to 
spread the cost of prisoners' health care over the entire 
society, especially because itis the entire public, and not just 
U,S. businesses, that benefits from imprisoning criminals. 
To the extent that prisons are supported by broad-based tax 
revenues from income, property, and sales taxes, this is 
accomplished. 

Mandatory Statewide Price Controls 

Failing all else, correctional depmtments could seek to 
obtain reduced rates from hospitals by means of mandatory 
price controls. Prison administrators have some experience 
with such controls. Beginning in the 1970' s, many States 
established some form of rate-setting programs, and by 1980 
the majority of States (27) had some form of rate-setting 
programs in effect.33 However, most of these programs were 
voluntary; hospitals could elect to participate. Only eight 
States had programs that reviewed rates and required com
pliance with rates or budgets set by a State rate-setting 
authority: Connecticut, Illinois, Maryland, Massachusetts, 
New Jersey, New York, Washington, and Wisconsin. In 
some States, medical rates were exempt from State rate
setting because they were already fixed. By 1993 only 
Maryland continued to have in force a mandatory rate-setting 
program for all payers. 

These price controls were established not to provide State 
governments with reduced costs but to control the growth of 
hospital spending more generally and to encourage greater 
equity among payers. Especially in those States where all 
payers were subject to the imposed rates, opportunities for 
shifting the costs of caring for uninsured patients (and 
perhaps Medicare and Medicaid patients) to private health 
insurers or other private payers were minimized or elimi
nated. Generally, rates were established initially on a per 
service or per diem basis, but the opportunity existed to 
increase the volume of service to compensate for reduced per 
diem or per service payments. Consequently, most programs 
moved away from per diem or per service compensation and 
established limits on aggregate expenditures to discourage 
these compensatory changes in practice. Researchers found 
that rate-setting programs thatfocused on controlling aggre
gate payments and that established limits on the ability of 
providers to increase the volume or intensity of treatment 



were more effective in restraining overall costs of hospital
ization and were more likely to have increased productivity 
by introducing cost-saving technologies. such as managed 
care procedures.34 Based on this experience and an analysis 
of other administered pricing programs-MedicarelMedic
aid and price controls established in theNixon administration's 
Economic Stabilization Program-Gold and her colleagues 
conclude that price controls of hospital rates can generate 
short-term savings, but these can be partly offset by increases 
in volume or in the intensity of care. The most effective 
programs have to apply to all payers and impose controls on 
aggregate payments.35 Because the likelihood that legislators 
will pass such comprehensive price controls is low (absent 
national health care reform), correctional administrators 
cannot hope to find refuge in them. Furthermore, even if 
controls were politically feasible, they might not work very 
well for correctional facilities. Price controls are typically 
evaded by redefining a product or splitting it into segments 
that obtain more favorable rates. Sellers tend to be more 
adept at this than buyers.36 

Getting Reduced 
Prices From Physicians 
Physicians increasingly are willing to accept payments be
low their usual and customary levels. For a 'number of years, 
many ofthem acc~pted reduced payments for treating Medi
care and Medicaid patients. More important, the rapid growth 
of preferred provider networks in the last few years attests to 
the willingness of increasingly large numbers of physicians 
to accept reduced payments in return for referrals. In 1992, 
according to a national survey, simple discounts off fees 
were becoming less common among physicians participat
ing in preferred provider organizations. The most common 
method of payment was a fee with a cap (73 percent of all 
payments that year). Only 14 percent were discounted fees, 
and 2 percent were packaged prices per episode. 37 However, 
the willingness to accept reductions is not universal and no 
doubt depends largely on local market conditions. For ex
ample, New York City is home to a large number ofpsychia
trists, and many may be willing to work at deeply discounted 
rates. In contrast, no such "oversupply" exists in many States, 
and the prevailingrates for psychiatrists is higher. Especially 
in rural areas where many prisons are located, physicians are 
in short supply, and specialists even more so. 

The Texas Department of Criminal Justice (TDCJ) has been 
successful in getting physicians to accept reduced fees. 
Physicians agree to accept the lesser of the billed charge or 
the TDCJ maximum allowable fee. This latter computed fee 

is determined by the use of the Medicare relative value unit 
(RVU) using the State's specific conversion factors.38 Now 
that Medicare has begun paying all physicians on a relative 
value scale (RVS) basis, itis possible for States to create a fee 
schedule for physicians using those relative weights and a 
State-specific conversion factor (a base price per RVU). 

One strategy that is becoming increasingly possible for 
corrections administrators is to make an agreement with 
existing preferred provider networks, thereby obtaining re
duced prices from all participating physicians. This is more 
likely in large health care markets than in smaner, more rural 
ones. In the absence of negotiating an agreement with exist
ing PPO' s, departments in many States have been successful 
in negotiating individual agreements with physicians to work 
for reduced payments. Such reductions, especially for spe
cialists, can result in significant savings. especially if uti liza
tion management procedures are acti vely employed to man-
age prisoners' use of these physicians. . 

"Making" Rather Than 
Buying Hospital Services 
An a:ternative to purchasing hospitalization services from 
community hospitals is to create correctional hospitals
either within existing prisons or constructed anew as prisons. 
Although the prevailing wisdom during the 1980's favored 
the privatization of government services rather than the 
reverse, providing hospital services directly may, under 
certain circumstances, be more cost-effective in prison sys
tems than purchasing services from community hospitals. In
prison hospitals are relatively rare in this country, but with 
increasingly large numbers of prisoners in State and Federal 
systems, they may become more economical. 

The choice should not be seen as between purchasing ser
vices in community hospitals and duplicating such hospitals 
within prison walls. Many of the features of community 
hospitals are not needed in prisons-or are not needed often 
enough tojustifytheinvestmentin creating them. A narrower 
range of services may suffice. Looking at some in-prison 
hospitals that currently exist, one might question whether 
these are "real hospitals". Resolving this semantic issue is 
unnecessary. At this moment, the institutions we have called 
hospitals in the free community are undergoing a far
reaching transformation. Determining what constitutes a 
hospital is consequently becoming more difficult. Therefore, 
the issue is whether to create the specific capacity in-house 
that prison systems otherwise purchase from community 
hospitals. Lacking a better word for these in-house facilities, 
they are called hospitals here. 
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Hospitals in the Federal Bureau of Prjsons 
The Federal Bureau of Prisons has the most extensive experience with In-prison hospitals. At present Its 
nationwide health core delivery system Includes sIx prisons with hospitals-called referral centers in the 
Bureau, Under a cooperative agreement with the U.S. Pl,.1bflc Health Service (PHS), PHS physicians provide 
much oftheserv/ce/n each center, The medical director of the Health Services DivisIon is also an assistant 
surgeon general In the PHS. in addition to these PHS officers, the Bureau has Its own employees assigned 
to the health services division. Both Bureau and PHS employees have correctional as well as clinIcal 
responsIbilities, and all are given correctional training. 

fnmates (rom any prlson In .the· system. can be transferred to a referral center for hospitalization. 
Alternatlvel>" they may be sent to neighboring priVate or public hospitals In the community. The decision 
whether to transport an Inmate from one of the Bureau's facl/ltles to a referral center or to a nearby 
community hospItal /sbased on a number ofcons/derat/ons. These Inc/udethe urgency of the treatment 
needed, the expected cost of obtainIng the service in the nearby hospital, and the securIty risk that the 
prIsoner poses. Local community hospitals are preferred when the expected treatment Is likely to be 
inexpensive. However, the Bureau Is general/yunwllllng to send high-security Inmates Into the community 
and. wI/I opt for one of the referral centers, even for Inexpens{ve treatments, if the health services 
administrator determines that transfer to a referral center Is preferable or necessary, a "medIcal 
designator" based In Washington, D. C., determines to which referral center the Inmate wJfI be trans
ported. 

In some Instances, prisoners transferred to the referral centers for treatment are sent outside, to 
Gommunltyhospitals close to the referral center, and then are returned to the referral center for 
convalescence. ThIs Is done If the referral center does not have the capabillty for the type of treatment 
required. 

The oldest referral center is the U.S. Medical Centerfor Federal PrIsoners In Springfield, MissourI, builtin 1933 
and designed to house t 163 male Inmates. This number Includes approximately 750 medical, surgical, 
and psychiatric patients of all security levels (that is, minImum-security through maximum-security 
prisoners). The remaining inmates are not patients but prisoners in the general population: they constitute 
a "work cadre" to support the operations of the facility. Thecenter Is staffed by nearly 700 employees, 
including 279 authorized health care positions. The hospital, like all of the referral centers, has been 
accredited by the Joint Commission on Accreditation of Healthcare Organizations (JCAHO). 

Springfield provides a variety of servIces dIrectly, IncludIng surgery, generaJly by physicians employed by 
the Federal government but it also relies on the serv/cesaf consulting physiCians for specialist and 
subspeclallst services and on three local hospItals for the most complicated surgeries, The referral center 
does not have sufficient equlpmentorstafflng of operating rooms orlaboratorlesto support complicated 
and risky surgeries. 

In 1984 the Bureau acquired a former State mental hosp/talln Rochester, Minnesota, and opened it as 
the Federal Medical Center (FMC), whIch operates as a prIson holding another acute-care referral 
center. The entire prison houses almost 700 inmates. During 1988, extensive hospital renovation was 
completed, and inpatient and outpatient services were reorganized, enabling the center to treat 
difficult and complex medical or surgical cases, as welf aspsychiatrfc ones. Itserves mainly low- to mlddle
security male inmates, although a few females have been admitted. During fiscal year /988, the 
Rochester FMC housed medical and surgical patIents in ]20 beds and mental health patients In an 
additional 120 beds. In addition, there is a 7 a~-bed treatment unit for Inmates with chemical dependency 
problems. The facility has a contract with the Mayo Foundation, the governing entity for the Mayo Clinic 
and assocfated hospitals, for a variety of specIal services. Like the SprIngfield facility, the ability to perform 
extremely risky or complicated surgeries Is limited. Such surgeries are performed In the locai hospitals. 

The Bureau's majormedical facility for women Is located on the site ofthe Federal Correctional Institution 
in Lexington, Kentucky, Once a hospital run by the U.S. Public Health SeNiee and the National Institutes 
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of Mental Health, the entire complex was converted to a Federal prison in 1974. The Lexington prison now 
seNes as the prIncIpal women's facliity In the system housIng approximately T,950 female prisoners. The 
referral center has a 22-bed acute-c.-are unIt wIth a recovery and stabilization room; two extended care 
units with 776 and 3 76 beds for chronic-care patients,· and a mental health unit wIth 34 acute-care beds 
and a 6O-bed transitiona/-care unit It also has 34 obstetric beds.39 The referral center at Lexington does 
not provide complicated In-house surgery and Is not staffed wIth round-the-clock physicians, lab 
technicians, blood bank personnel, and other professionals who would be needed for such procedures. 
Consequently, women are taken to local hospitals for birthing their babies and for a!/ but the most routine 
"Jumps and bumps# surgery. The Bureau plans to convert LexIngton to a men's prison and to open the 
Federal Medical Center at Carswell, in Fort Worth, Texas. Carswell, obtained from the U.S. Air Force after 
Fort Carswell was closed Is a modern, 300-bed faCility. 

The Bureau also operates a 180-bed psychiatric hospital at the Federal Correctionallnstitut/on at Butner, 
North Carolina. The hospital, whIch Is located on the grounds of a larger prison, provides treatment for 
inmates who are overtly psychotic or suIcidal, or prisoners who are referred by the courts for study and 
obseNatlon. It has no beds for medical or surgIcal cases: prisoners requiring medical or surgIcal care are 
taken to local community hospitals or are transferred to other referral centers. 

In addition to these fourmaJormedlca! centers, the Bureau operates two other, smai/erfaclllt/es at Terminal 
Island, CalifornIa, and in Fort Worth, Texas. The Federal Correctional Institution at Terminal Island at Long 
Beach, Californh contaIns a small, 37-bed regional medIcal facility providIng short-term medical care for 
male prisoners in the western region. This medical facility Is located at a prIson holding approximately 850 
general-populatIon Inmates. In Fort Worth, Texas, a former U,S, PHS hospital was opened In 1977 as the 
Federal Correctional Institution at Fort Worth. The facility has 660 beds, mostly for the general population. 
ThIs facility has a long-term care unit for chronic patIents In the Federal prisons. 

The average daily costs of InpatIent treatment at the four referral centers are for lower than the cost of 
hospitalization In the free communIty, During fiscal year 7988, for example, the average per diem costs 
ranged between $65 and $248, compared with $523 during the same period in hospitals in the free 
community.4(JThe Bureau was able to obtain these lower par diem costs by paying wages lower than those 
equivalent community hospitals pay, Moreover, the Bureau could draw upon a small pool of obligated 
scholars-PHS physicians workIng off their school debts at low salarIes. At this time, the Federal medIcal 
centers were understaffed (that Is, a number of authorized positions were vacantJ which reduced the 
average per dIem costs. The cost of nonclinical seNices-such as supplies, food services, housekeeping, 
and so on-were loW because referral centers take advantage of nearly-free Inmate labor and a variety 
of other seNices shared by the prisons within which they are embedded. 

On a per admission basis, however, costs far exceed those typical of hospitals in the free community. This 
results largely from the increased lengths of stay because of correctional constraints. For example, during 
7988, the average cost per admissIon at the four major referral centers ranged between $9,297 and 
$ 75,236, compared with the national average of $3, 733 In community hospitals that year. These high costs 
reflect the fact that stays in the referral centers are very long, averaging between 49 and 729 days, 
compared with the national average of 7.2 days In community hospltals.41 Unlike most patients in 
community hospitals, prisoners generally need to complete their convalescence before returning to the 
general population. SubstantIal staff shortages also led to longer-than-necessary stays during this period 
and created bottlenecks at various paints In patient processIng. Moreover, because the Bureau is a 
national agency, transporting prisoners is more complicated than In State prison systems. To keep costs 
down, prfsoners at the referral centers are required to wait until enough of them are ready to be 
transported across long distances to their home prisons. This, however, needs to be considered in the 
context that during an admission, patients move from acute to convalescenttostep-down units with lower 
staff Intensity. This Is not factored separately In the analysis of per dIem costs. (Furthermore, the total cost 
needs to be offset by what would have been the per diem cost of incarceration If the individual were not 
In a medical referral center.) 
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Indicative of the saVings produced by "making" rather than "buying" hospital services are the average 
daily expenditures for hospitalizing prisoners In referral centers and In hospitals near the referral centers. 
Table 3. 7 compares per dIem expenditures during fiscal year 7988 at each of the four majorreferral centers. 
These ranged from $64.50 to $247.70. This amount included not only direct expenditures by the Bureau for 
providing health care but also payments to physicians broughtfrom outside the facility for consultation or 
other services. The cost of treating prisoners not at the referral center but in nearby hospitals averaged 
between $ 7,352 and $2, 779 per day. The costs were higher in nearby hospitals In part because the referral 
centers sent them more complex cases. Outside hospitalization costs were higher also because the Bureau 
had to transport prisoners under guard. Maximum-security inmates also required several officers on guard 
around the clock In the hospital. Lower-security prisoners are guarded somewhat less Intensively but must 
still have round-the-clock coverage. Correctional officers detailed to these duties generally work entirely 
on overtime, drawing a hIgh hourly wage. Some referral centers use contract security officers for low
security inmates. Because of a lack of standardization In reporting correctional officers' costs associated 
with Inpatient stays In community hospItals, It /s difficult to determine precisely the dally costs of outs/de 
hospitalization during that period. 

Estimates of expenditures for medical labor, security, and all other hospital costs associated with hospital
Ization and community facilities are shown in Table 3.2. These data give some indication of the savings that 
can be obtained by directly providing Inpatient hospital services in prisons rather than purchasing them 
from community-based facilities. The ability to de this economically depends, however, on having a 
SUfficiently large number of prisoner-potlents to justify the creation of capita/-Intensive med/cal facilities 
within prisons. For example, the patient population at the Lexington referral center Is too small to support 
a full-time orthopedist cardiologist, urologist or radiologist among others. Lacking sufficIent demand for 
these services, the Bureau purchases services from consulting speCialist physicians in the local community. 

Atthe time these cost figures were computed, the Bureau had aspecial advantage that state departments 
of correction do not have: a pool of "obligated scholars, " PHS physicians whose medical schooling had 
been paid for by the PHS and who were completing a service obligation at the Federal medical centers. 
(As of August 7994, there were 70 such physicians In the Federal prison system.) Without this Inexpensive 
resource, State departments of correction are required either to hire staff physicians at much higher salaries 
or to make extensive use of consultant physicians brought in from private practices outside. The per diem 
costs of hospitals operated by correctional departments are generally higher as a consequence. This 
changes the economics of the make/buy decision in State correctional departments. 

Table 3.1 
Estimated Average Daily Expenditure 

for Hospitalization in Federal Bureau of Prisons Referral Centers 
and in Nearby Community Hospitals, FY 1988 

Referral Centers Nearb~ HosQitals 

Springfield $ 91.50 $ 1.372.70 

Rochester 206.22 2,178.90 

Butner 64.50 1.502.20 

Lexington 247.70 1,352.30 

Note: Referral center costs include nu estimate for capital. whereas nearby hospital costs include a capital component. Referral centers do 
Include costs of nonstaff consultant phYSICians and other consultant staff. 

Source: Douglas McDonald, Privatize Federal Prison Hospitals? A Feasibility SlIIdy (Cambridge, Ma~s.: Abt Associates Inc., 1990). 
Computed from various data provided by the Bureau of Prisons In BPMed12 reports. 
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Table 3.2 

Average Daily Cost of Hospifalizafionin Gommunity Hospitals 
Near Federal Bureau of Prisons Referral Centers, 

: 

by Type ofExpense,FY 1988 
Total Average 

Medical Hosr;!ital Guarding Daily: Cost 

Spilngfield $181.30 $496.80 $694.70 $1,372.70 

Rochester 525.10 959.10 694.70 2,178.90 

Butner 151.90 655.70 694.70 1,502.20 

lexington 174.40 483.30 694.70 1,352.30 

Note: Medical and hospital charges .are taken directly from Bureau reports. Because of apparent inconsistencies in the reporting of correctional 
officer costs ("guarding"), it is assumed that figures reported by Springfield approximate the actual cost In all referral centers, and that figure 
is applied to aU referral centers. 

Source: Douglas McDonald, Privatize Federal Prison Hospitals? A Feasibility Study (Cambridge, Mass.: Abt Associates Inc., 1990). 
Computed from various data provided by the Bureau of Prisons in BPMED3 and BPMED12 reports. 

Providing Intermediate Care 
to Reduce Hospitalization Costs 

A cost-containment approach halfway between theexcIusive 
useof community-based hospitals and the direct provision of 
surgical serviceS in correctional hospitals is the use of 
intermediate-care facilities in prison settings to reduce the 
time spent in community hospitals. For example, the State of 
Florida operates an intermediate-level facility to provide 
secondary care or convalescence upon return from commu
nity hospitals.48 Nevada's Department of Prisons also pro
vides convalescence beds in its regional medical facility at 
Carson City.49 Utah provides both post- and preoperative 
services in its 18-bed infirmary in the South Point Complex 
at Draper.5o 

To ensure that bed days in local community hospitals are 
reduced, utilization-management procedures--especially 
continued-stay reviews-need to be given high priority. In 
addition, physicians caring for prisoners in local hospitals 
need to be acquainted with the prisons' intermediate-care 
facilities so that they cooperate with the r.orrectional officials 
charged with utilization management or coordination.51 

Reducing Overutilization of 
Hospitals by Using Chronic-Care Facilities 

Correctional systems that lack the capacity to care for pris
oners with chronic illnesses are likely to overutilize acute-

care hospital beds, whether in prisons-as in the case of the 
Federal Bureau of Prisons-or in the community. Federal 
Bureau of Prisons officials estimate that about 40 percent of 
prisoners. needing inpatient care will suffer from chronic 
illness, 36 percent from mental illness, and approximately 20 
percent from acute medical conditions.52 To care for chroni
cally ill patients, the Bureau is planning to create a substan
tially larger capacity rather than rely on expensive commu
nity hospitals oron hospitals within the prison system that are 
staffed for acute care. In 1993 the Bureau built a chronic-care 
facility with 85 beds in Fort Worth, Texas, and will convert 
the Lexington referral center to a long-term chronic-care 
facility.53 Like other intermediate-care facilities, the cost
effective utilization of these resources depends on the num
ber of appropriate patients in the system and the use of 
utilization-management procedures to match services to 
their needs. 

Texas is also planning such an approach. By constructing a 
regional medical facility near the existing Texas Department 
of Criminal JusticelUniversity of Texas Medical Branch 
prison hospital, the utilization of the hospital space can be 
better managed through a system of "step-down care" allow
ing chronic; care and convalescence at the regional facility.54 

Creating In-House Diagnostic Services 

If the volume of diagnostic services purchased from outside 
providers is substantial enough, it may be more economical 
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The Augusta Correctional Medical Institution (ACMI) 

The Augusta Correctional Medical Institution (ACM!) Is a 7 35-bed hospItal that also operates as the main 
referral center for the Georgia Department of CorrectIons. Before 7989 it was a 7 35-bed infirmary on the 
site of a 600-bed prison. It provided primary health care to prisoners atthe facility and also served as a 
focal point for coordinating the delivery of secondary and tertiary care to prisoners referred there from 
all prIsons In the State. Untll It was converted to a hospital, 01/ surgIcal work was done outsIde the 
department, at the Humana Hospital In downtown Augusta. In 1989 the State completed constructing 
two surgical suites and contracted wIth a private firm to manage and operate the facility. Between 600 
and 700 procedures are performed at ACMI each year, prImarily general surgery, orthopedic, and ear, 
nose, and throat, but not tertiary-level procedures, which are stili done at the Humana Hospltal.42 Under 
the first contract, the department paid the contractor on a per lnmate basis, at an annual rate of $ 7,625 
per lnmate for the fiscal year 1989.43 The contract delegates responsIbility for health care provIsion to the 
contractor and permits jf to determine the number of personnel needed to fulfill the contract's terms. 
The department employs specIfic surgIcal consultants directly and pays In accordance wIth preestab
lished rates for each procedure-essentlal/y, on a discounted fee-for-service basis. By 1994 the 
department had acquired enough experience at ACMI to consider a fiat rate for consultant services, 
to Include any and 01/ surgical procedures, but decIded not to pursue thIs change because the state 
was movIng toward a comprehensive contract for all servIces statewide. (See chapter 4.) 

The department estimates that the costs of performing surgeries at ACMI are substantIally less than the 
alternative-using community hospitals exclusively. The cost of professional services would be no 
different because the department would be paying similar rates If surgeries were performed in 
community hospitals and not at ACMI. Large savings accrue, however, as a result of avoiding all the 
hospital charges associated with surgical care in community hospitals. The department estimates that 
it saves 50 percent of these hospital charges by vIrtue of provIding surgical treatment at ACMI. Savings 
also accrue by avoiding the transportation and security costs associated with managing prisoner 
patients in general community hosp/tals.44 

for corrections departments to develop at least some of that 
capacity in-house. Rather than being transported to hospitals 
under guard for diagnostic procedures, prisoners may be 
seen on prison grounds, thereby averting the cost of security. 
For example, when the Federal Bureau of Prisons' referral 
center at Lexington, Kentucky, was converted from a coed to 
an all-women' s facility, the demand for mammography ex
ams increased sufficiently to warrant purchasing the neces
sary equipment. The referral center administered 600 
mammograms during the first year, and within 16 months, 
the equipment had paid for itself.55 Similarly, the Oregon 
Department of Corrections has its own in-house radiology 
service, with State employees operating the equipment and 
developing the films. Films are read by a national contractor, 
who receives them in the mail. The cost of this arrangement 
is said to be much lower than if prisoners were taken to 
community-based radiologists.56 Obviously, the cost-effec
tiveness of building in-house capacity depends on the Size of 
the demand for services, the cost of delivering them directly, 
and the alternative cost of purchasing them entirely from 
outside providers. 
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Sharing Services 
Another approach to reducing spending on hospital services 
is to share facilities owned by other government agencies. By 
combining resources available to each of the agencies, 
prisons may be able to reduce their need for expensive care 
purchased in community hospitals. Through sharing ar
rangements, the demand for in-house services may be large 
enough to afford advantageous economies of scale that one 
agency may not obtain ifit were to go it alone. For example, 
the U.S. Army' sMunson Army Hospital atFortLeavenworth, 
Kansas, has an II-bed secured unit for army personnel under 
discipline. The U.S. Penitentiary at Leavenworth, Kansas, 
has developed a memorandum of agreement between the 
penitentiary and thehospital, whereby the Army provides the 
facility and the penitentiary provides physicians, through 
contractual arrangements with the Bureau. The penitentiary 
thereby gains inpatient, outpatient, and ambulatory care at 
the hospital, at a substantially lower cost than would be 
incurred if prisoners were treated in privately owned com-



munity hospitals. Bureau officials estimate that this arrange
ment saves the agency $300,000 a year.57 

Some State correctional systems utilize hospitals operated 
by State universities. For example, the Texas Department of 
Criminal Justice (TDCJ) has a 168-bed hospital in Gal veston, 
Texas, located on the campus of the University of Texas 
Medical Branch (UTMB). This hospital is staffed by TDCJ 
employees, with the exception of the professional medical 
staff, which, since 1987, has been provided by the UTMB 
through an agreement with the TDCJ. The facility is man
aged by the UTMB, and coordination with the TDCJ is 
accomplished through a TDCJ liaison officer. Funds to 
support the UTMB's participation are appropriated by the 
legislature specifically for this purpose. The department 
thereby gains a high-quality medical staff and management 

for this facility, and the UTMB acquires an excellent training 
ground for medical students and interns.58 In response to the 
expansion of the prison system population, Texas is adding 
other university-operated facilities, including another 149-
bed regional center and a 48-bed hospita1.59 

This hospital is the department's principal resource for the 
tertiary care of prisoners. In addition, UTMB staff conduct 
outpatient specialty clinics for prisoners. During fiscal year 
1993, the hospital recorded 25,555 outpatient visits by 
prisoners. For those prisoners admitted to inpatient status, 
the average length of stay during that year was 10.5 days.6o 

Prisoners are transferred to the hospital from correctional 
facilities throughout the State. Decisions to refer a prisoner 
there are made by the unit physician at each facility. The 
request is communicated to UTMB physicians, who review 
the referral request and speak with the unit physician if they 
question the appropriateness of the referral. Because the 
amount of money paid each year to the UTMB is fixed, there 
is a financial incentive for UTMB physicians to limit the 
inappropriate use of the facility. Corrections administrators 
report that relations between reviewing physicians and unit 
physicians have generally been very good, with little con
flict. If unit physicians and the UTMB staff do not agree on 
the appropriateness of a referral, the matter is referred to the 
TDCJ health services central staff and the UTMB clinical 

The Nevada State Prison's Regional Medical Facility 
In January 7994 the Nevada Department of PrIsons opened a 72D-bed acute-core medical facility 
on the grounds of the State prison in Corson City, which provIdes 00 beds for medical patients and 
another 60 for mental health patlents.45 Medical patients include a substantial number housed for 
long periods with chronic illnesses, some who need acute core and are awaiting transfer to a 
community hospital for service, others who are conva(escing from surgery performed in community 
hospitals, and still others who are undergoing surgery at the facility, The facility was created to reduce 
the "(oglstlcal nightmare" of scheduling inmates for outpatient consultations and InpatIent admissIons 
and transporting them to and from these hospitals.do Creating on acute-core facility behind prison 
walls enables the department to consolidate prisoners needing attention in a secure environment. 
There they can be seen either by phYSicians on stoff or by consulting physicians brought in from the 
neighboring community, The facility has its own radiology deportment with a State-employed x-roy 
technician, and films are sent to outside specialists under contract to be read. The department also 
operates outpatient clinics for inmates in the Nevada State Prison: they are staffed by State
employed physicians and augmented by consultIng physicians brought in on a fee-for-service basis. 

Although the deportment dId not desIgn the medIcal facility to Include a surgIcal center. one of the 
physicians It hired for general medical services happened to be a boord-certifIed surgeon. The 
department decided to capitalize on this and built a surgical suite, thereby reducing the demand for 
communIty hospitals even further. Community hospitals are still needed for more demanding types 
of surgery, however, because the facility Is not equIpped for them. When needed, specialist surgeons 
ore brought In from the outside and paid on a fee-for-service basis. 'The deportment expects that 
significant savings will result from meetIng some of Its demands for surgical procedures at the medical 
fac/llty, but it Is too ear/yto evaluate Its cost-effectiveness. To recoup the Investment in eqUipment and 
supplies, a sufficient number of expensive surgical procedures need to be performed there. Much 
depends, a/so, on continued employment of this boord-certified surgeon. If he were to leave and the 
State were unable to hire somebody In hfs stead, relying enfJrefy on consulting surgeons would reduce 
somewhat the economic advantages of In-prison surgerles,47 
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affairs administrator. In the event that a unit physician 
requests a transfer to a community hospital rather than to the 
TDCJ hospital in Galveston, a team considers the case and 
makes the determination. The team also works to ensure that 
the patient is moved back to the correctional facility or 
transferred to the TDCJ hospital in Galveston as soon as is 
medically prudent.61 

In addition, the UTMB and Texas Tech (which also provides 
services under contract to prisoners in several facilities) are 
considering establishing departments of correctil)nal medi
cine. This would entail adding the unit physicians as faculty 
members. This arrangement would be attractive to physi
cian providers and present the opportunity to develop 
correctional-medicine residencies among medical students.62 

Other State correctional departments obtain the services of 
State university medical schools but prefer to treat this like 
any other contractual relationship. Utah's department, for 
example, pays the university medical school a fixed sum to 
cover some of the overhead administrative expenses and 
then purchases services on a discounted fee-for-service 
basis. Correctional administrators in that State prefer to 
contract directly with the hospital for services because this 
preserves their decision making autonomy.63 At the end of 
the contract period, market conditions may change and 
corrections administrators may determine that a more advan
tageous arrangement could be negotiated with a private 
provider. If funds for the provision of prisoner health care 
were placed in another agency's budget, corrections admin
istrators would lose the ability to choose other alternatives. 
This may beashortcomingin the Texas arrangement, whereby 
the legislature appropriates funds to the State's university to 
provide medical services to prisoners. If the department had 
control of those allocated funds, it might sometimes decide 
that it is more economical to purchase services locally rather 
than incurring the cost of transporting prisoners across the 
State to Galveston. To gain more control over its resources, 
the TDCJ plans to ask that the legislature put all funding, 
including the hospital funds, in the TDCJ budget during the 
next appropriations process.64 

Hiring Physicians 
on Staff or on Contract 
Expenditures for consulting physicians have increased rap
idly in many prison systems; one approach to hold costs 
down is to hire physicians and pay them a salary instead of 
fees for every procedure they perform. As discussed earlier, 
the State of Nevada has successfully hired a surgeon to work 
at the State's Regional Medical Facility. North Carolina's 
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Department of Correction has also chosen to hire surgeons 
on staff rather than rely on contracting physicians. (These 
physicians perform surgery in one of two operating rooms at 
the medical facility located in the Central Prison atRaleigh.) 
During fiscal years 1991, 1992, and 1993, the North Carolina 
Department of Correction spent an average of $27.000 each 
month for surgeons serving the department under contract. In 
fiscal year 1994, the department devised a compensation 
scheme to attract surgeons on salary. Surgeons are paid 
$120.000 per year. This arrangement has reduced the aver
age monthly cost for surgeons in fiscal year 1994 to $16,666, 
substantially less than it had been paying previously for 
consulting surgeons on afee-for-service basis. Under the old 
fee-for-service arrangement, physicians were charging the 
department for seeing every patient, even in brief encounters. 
With the decision to bring surgeon~onstaffratherthan to buy 
them on a consulting basis, the incentives have changed. 
Now doctors working on salary have an interest in rationing 
their time effectively and limiting the provision of their 
service to prisoners who need car .. 65 In Oregon, following a 
review of the department's health care system, administra
tors decided to reduce expenditures for off-site care by 
contracting with a surgeon who agreed to be paid on a 
monthly basis rather than on a per procedure fee-for-service 
basis. This quasi-salaried arrangement has generated sav
ings for the department.66 

In many places, however, State prison systems are unable to 
recruit physicians willing to serve on staff. Several factors 
contribute to this. First, there is a nationwide shortage of 
some types of physicians. Moreover, civil service pay scales 
for several categories of health care professionals are below 
market rates. which makes it difficult to attract and keep 
Qualified people. Working in prisons rather than in the free 
cOl'1munity also tends to carry a stigma that hinders the 
recruitment of physicians. Exacerbating these obstacles is 
the difficulty of attracting physicians, especially specialists, 
to the rural locations where many prisons are located. 

The highest base salary that could be paid to a physician 
during the late 1980' s in the Federal system was $75,000 per 
year. At that time, it was possible to award an additional 
$20,000 to physicians so as to attract them or to keep them 
in the Bureau, which made the effective maximum salary 
$95,000 per year. Unfortunately this was still below what 
many doctors hoped to make as their starting salaries. Ac
cording to one recruit in one of the Bureau's referral centers 
(he took a cut in salary) $100,000 is the "magic number" for 
doctors who come out of schools with heavy debt burdens. 
and they aim to hit that target in their first job after residency. 
Medical administrators at the Bureau, interviewed in 1990, 
were quite uniform in their estimates of the salaries needed 



to be competitive: about $125,000 a year for physicians. 
Because psychiatrists can command even more money on the 
open market, one medical administrator thought that up to 
$150,000 per year was needed to recruit them effectively.67 
These thresholds have risen since then. 

The constraints on changing these salary schedules in many 
States are so tight thatit is sometimes easier for a department 
administrator to turn to contracting rather than to try to get the 
government salaries raised. For example, the salaries paid to 
State health care workers in the Massachusetts Department 
of Correction are established for all positions within a 
bargaining unit that encompasses the State's Department of 
Health. Because medical professionals in the prisons would 
be assigned by the Department of Health, the salaries of those 
in prisons could not be negotiated upward without raising the 
salaries of all physicians within the broader bargaining unit. 
To a decisionmaker sitting in a line agency, trying to accom
plish a "simple" raise in salaries must appear to be far more 
formidable than choosing the easier path-to contract for 
these services to bypass State personnel regulations and pay 
restrictions. Indeed, the Massachusetts Department of Cor
rection chose to contract with a single firm to provide 
physician services for precisely that reason. The contractor 
is not bound by State personnel regulations and noncompeti
tive pay scales and is consequently able to hire higher
quality staff in the required numbers.68 

In addition to below-market salaries. administrative restric
tions on flexible staffing arrangements in many States put 
government agencies at a comparative disadvantage in the 
hiring market. Liberated from personnel regulations, con
tractors can make creative use of part-time employees. In 
Massachusetts during the late 1980's, for example, a state
wide contractor was able to attract well-tmined psychiatrists 
and psychologists who were beginning to build their private 
practices. The employment agreement was flexible enough 
to let those persons cut back their prison work progressively, 
over months or years, as their private practices grew. The 
contracting firm also employed physicians who wanted to 
"moonlight" by being on call during evenings for emergen
cies.69 ". 

In other States, corrections departments contract with other 
agencies to provide them with aconduitfor hiring physicians 
at salaries above the civil service pay scales. For example, 
the Corrections Division of the Hawaii Department of Public 
Safety contracts with a community health center, which acts 
as a personnel agency. The center is able to hire physicians 
at more competitive salary and fringe benefit levels, even 
though the physicians work entirely in correctional facili
ties.70 Similarly, the Tennessee Department of Correction 

has an agreement with community health agencies, which are 
quasi-State agencies not officially part of the government. 
Because they are not public institutions, they can offer 
physicians market salary rates. Physicians working for these 
community health agencies provide services to the Depart
ment of Correction's prisons.71 

Controlling Costs by Reviewing Bills 
Although not precisely a strategy for obtaining lower prices, 
correctional systems have saved money by strengthening the 
review procedures for bills submitted by outside providers. 
Errors in billing are very common. and these cost depart
ments a substantial amount of money. The WashIngton State 
Department of Corrections recently conducted a pilot project 
to review bills, whereby a staff member in the department 
was given the specific task of reviewing bills for health 
services. Within a short period, enough errors in billing were 
identified to pay for the cost of the staff member's assign
ment. The department decided to expand this unit to seven 
persons.72 In some instances, payment control can be strength
ened merely by getting hospital billing and agency payment 
cycles synchronized. The Florida Department of Corrections 
contracts with a national firm to process and review claims, 
and department analysts estimate that this saved a total of 
$637,000 during fiscal years 1991, 1992, 1993.73 

Summary 

Some of these cost-containment strategies seem un
controversial and can be-and probably should be-imple
mented in all States. For example, if accounting controls are 
not developed sufficiently to review all health services bills 
closely, a dedicated bill-review capacity should be estab
lished. States should develop arrangements for purchasing 
pharmaceutical supplies at a discount. Rather than simply 
paying hospitals at their usual and customary rates, prison 
administrators should negotiate agreements in advance t;) 
pay at reduced rates. Not only should the rates be as low as 
possible, but payment arrangements should be structured to 
create incentives for cost-conscious patient management. 
This can be done by shifting as much financial risk as 
possible to the hospital. Where both possible and economi
cal, the capacity should be created to provide certain hospi tal 
services in-house that would otherwise be purchased from 
outside providers. This includes developing intermediate 
levels of care so that expensive acute-care beds can be used 
only for those who need acute care. Finally. administrators 
should negotiate agreements with physicians to pay them at 
reduced rates for their services. Wherever possible. they 
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should hire physicians under contract, paying them accord
ing to periods of time worked, rather than per procedure. 
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Chapter 4 

Controlling the Utilization 
of Health Care Services 

Beyond efforts to restrain health care spending by lowering 
the cost of goods and services, correctional administrators 
can seek to decrease the use of these services, especially 
expensive ones. Indeed, limitations on services as well as 
procedures and financial incentives designed to discourage 
overutilization of health care resources are common features 
in managed care programs in the free community. Transport
ing these features into prison health care systems is difficult, 
however, because prisoners have a right to health care that 
citizens in the free community lack and because the courts 
have been very active in enforcing this right. Moreover, 
deciding which level of care is both appropriate and consti
tutional is not easy, and probably not even possible. 

Five broadly different approaches to controlling utilization 
of services are discussed here: 

The first is the attempt to limit, by means of formal 
regulatory powers, the use of services deemed unneces
sary or inappropriate. These regulatory approaches set 
explicit limits on an patients and providers, and thereby 
impose a fixed external constraint on decision making 
by health care clinicians and administrators. 

• The second approach includes various utilization
management procedures borrowed from free-commu
nity managed care programs that seek to internalize 
control over patients' use of services. That is, by means 
of case-by-case review, the health care providers them
selves-including clinicians and administrators-seek 
the most cost-effective treatment path for each patient. 

The third approach is to create a disincentive to prison
ers' unnecessary use of services by requiring co
payment at the point of service. Insurance plans in the 
free community have long used copayment require
ments as a "demand side" tool to discourage unneces-

sary overutilization. Importing such requirements into 
prisons raises a number of issues, both of design and of 
implementation, that are not faced in the free commu
nity. 

The fourth approach is to limit the use of costly and 
unnecessary medication. 

A fifth strategy is to screen longer-term prisoners for 
those emergent and chronic conditions (such as hyper
tension and diabetes) that have a potential for high 
expense and to take steps to ensure prisoners' compli
ance with maintenance medications and treatments. 
Health maintenance organizations have contemplated 
and used this strategy in the free community. 

Regulatory Policies: 
Limiting Health Care Services 
During the last two decades, in a climate in which decisions 
about prison health care have been affected heavily by the 
Federal courts' interests, most of the attention focused on 
determining what constitutes the minimum levels of ad
equate care. Beginning in the early 1970's, activist judges 
began to draw, with increasing specificity, the lower limits 
below which prison systems could not go without being 
liable to charges of "cruel and usual" punishment. In recent 
years, however, attention to a different kind oflimit has been 
mounting, largely because of concern for rising health care 
costs in both prisons and the larger society. Rather than 
focusing only on the lower boundaries of what must be 
provided, some officials are beginning to define upper limits 
on the kinds and amounts of care to be given to prisoners. 
Because any attempt to limit health care in prisons raises the 
specter of legal challenges, efforts to delineate the bound
aries of health care services is fraught with controversy. 
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Evolving Legal Standards 

Beginning in the early 1970's, the Federal courts began to 
abandon their policy of deferring to the executive branch's 
discretion in matters of prison administration, including 
prison health care, and initiated the development of law 
defining acceptable standards of care-the "lower limits." In 
Holt v. Sarver, the court established in 1970 an imprecise 
test of what constituted unconstitutional care in a challenge 
to conditions and practices throughout the entire Arkansas 
prison system, including medical and dental care. 

Generally speaking the punishment that amounts to 
torture. or that is grossly imposed, or is inherently 
unfair, or that is unnece·ssarily degrading, or that is 
shocking or disgusting to people of reasonable 
sensitivity is "cruel and unusual" punishment. And 
a punishment that is not inherently cruel and un
usual may become so by reason of the manner in 
which it is inflicted. l 

In 1976 the U.S. Supreme Court took the opportunity in 
Estelle v. GambLe to refine constitutional principles govern
ing the States' obligation to provide medical care to prison
ers. Gamble, an inmate in a Texas prison who was injured on 
a work assignment, alleged that he was not cared for ad
equately and that the custodial staff interfered with his care. 
The court concluded 

that deliberate indifference to serious medical needs 
of prisoners constitutes the "unnecessary and wan
ton affliction of pain" [citation omitted] proscribed 
by the Eighth Amendment. This is true whether the 
indifference is manifested by prison doctors in their 
response to the prisoner's needs, or by prison 
guards in intentionally denying or delaying access 
to medical care or intentionally interfering with the 
treatment once prescribed. Regardless of how evi
denced, deliberate indifference to a pri~oner' s seri
ous illness or injury states a cause of action.2 

In subsequent cases, Federal judges developed still more 
specific rules. For example, in Capps v . Atiyeh (1982), three 
basic requirements for constitutional medical care for pris
oners were articulated. 

The State's obligation is three-fold. First, prisoners. 
must be able to make their medical problems known. 
... Second, the medical staff must be competent to 
examine inmates and to diagnose their illnesses. 
Third, staff must be able to treat the inmate's 
medical problems or to refer the inmates to outside 
medical sources who can. 
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Many judges went even farther, reaching far into the prison 
administrators' domain and ordering very specific condi
tions to be met and procedures to be established. These 
included listing the essential elements of personal hygiene 
(for example, soap, towels, toothbrush, toilet paper), drug 
detoxification, drugs and special diets that are medically 
prescribed, hours of available emergency medical care, in
service training programs, patient monitoring systems, 
training of medical personnel, and so on (for example, 
Lightfoot v. Walker, 1980; Finney v. Arkansas Board of 
Corrections, 1974; Holt v. Hutto. 1973; Steward v. 
Henderson, 1973; Wayne County Jail Inmates v. Lucas, 
1974). 

These and subsequent rulings have incompletely defined the 
health care "benefit package" to be provided prisoners. No 
single Federal court decision, applicable to all prisoners in 
all prisons, has detailed all the specific services that must be 
provided. In general, what the Federal courts have done is to 
establish principles with specific examples, from which 
standards can be deduced. Moreover, not all court decisions 
applied equally to all categories of inmates. For example. 
some pertained only to civil commitments, or detainees, and 
not to convicted prisoners. Many court decrees were binding 
only on the specific litigants involved. More important, the 
spirit animating the Federal court's interest in prison health 
care has been to define the lower limits below which prison 
administrators cannot go. The courts have not been asked to 
define upper limits. 

For more specific guidance regarding the amounts and kinds 
of care to provide inmates, prison health care administrators 
have looked to two other sources: professional standards and 
community standards. 

Professional Standards 

The professional associations of prison administrators and 
health care administrators took up the task of developing 
more precise standards. In 1976 the American Public Health 
Association (APHA) drafted the first national health care 
standards for correctional institutions. In the following year, 
the American Medical Association (AMA) published its first 
correctional health standards, which were designed for jails, 
and revised them in 1978, 1979, and 1981. The American 
Correctional Association (ACA) had developed standards in 
1966, and although not as specific as the APHA standards, 
they were used as part of its accreditation program. In 1979 
theAMA issued its first health care standards for prisons, and 
in 1982 the AMA accredited the first prison system-the 
Georgia State Prison at ReidsviIle.3 



At present, the two main sets of standards for prison health 
care are the ACA' s and those of the National Commission on 
Correctional Health Care (NCCHC), most recently issued in 
1992. As with the evolving case law, these various sets of 
professional standards have served principaIIy to define the 
levels of medical care that are considered acceptable and 
preferable. Except for stating that cosmetic surgery is not 
necessary unless there are "important considerations or 
possible serious psychological impact,"4 they are silent on 
what constitutes upper limits. 

Community Standards 

Another solution to the lack of specific guidance regarding 
upperIimits on the kinds and amounts of services to provide 
inmates has been to adopt the model of "community stan
dards." In their review of the legal rights to health care in 
correctional settings, Boney, Dubler, and Rold conclude: 

Traditional precedent provides clear benchmarks 
for the development of a constitutionally adequate 
system of health care. The best measures of an 
appropriate system of care, however, continue to 
be found in the contemporary community stan
dards of the various medical professions. It is to 
these standarqs and requirements that correctional 
health care planners, administrators, and providers 
should look for guidance in their daily endeav.ors.5 

Prison administrators are thereby directed to provide medi
cal services that are virtually the same as those expected in 
the free society. In operational terms, this means that inmates 
are to be given the same levels and kinds of services that they 
would obtain if they were not inmates.6 

Medically "Necessary" 
and "Unnecessary" Care 

Case law, correctional professional standards, and the stan
dards of medical care in the community provide bases for 
defining not only the lower limits of care, but also some upper 
limits. For example, in its agreements with free-community 
hospitals, the Texas prison system commits to reimburse 
providers for all "covered hospital services," which are 
defined as "all medically necessary outpatient and inpatient 
services."7 "Medically necessary" services are defined as: 

• Appropriate and necessaryforthesymptoms, diagnosis, 
or treatment of the medical condition. 

Provided for the diagnosis or direct care and treatment 
of the medical condition. 

Within standards of good medical practice within the 
organized medical community. 

Not primarily for the convenience of the TDC Inmate 
Patient, the physician, or another provider, or the TDC 
Inmate Patient's legal counsel whether or not for or in 
anticipation of litigation. 

The most appropriate supply or level of service that can 
be safely be provided. For hospital stays, this means that 
acute care of an inpatient is necessary due to the kind of 
services the TDC Inmate Patient is receiving or the 
severity of the condition, and that safe and adequate care 
cannot be received as an outpatient or in a less intensi
fied medical setting. 

Implicit in this definition of medical necessity is some notion 
of an upper limit on health care to be provided. If prisons are 
to deliver medically necessary care, they need not provide 
medicalIy "unnecessary" care. Some States explicitly ex
clude as unnecessary such procedures as elective circumci
sion, mole removal, breast surgery for men, cosmetic sur
gery, and radial keratotomy, among others. However, be
yond these explicitly excluded services, the definition of 
"medically necessary" is probably elastic enough for one 
physician to deliver procedures to some prisoners which 
other physicians mightterm unnecessary. Ambiguity is prob
ably most pronounced with respect to conditions for which 
new diagnostic and treatment technologies have been devel
oped. 

Technological Advances and the Expanding 
Scope of Medically Appropriate Services 

Improved technologies permit improved and even new ap
proaches to patient care, and the availability of these tech
nologies expands the boundaries of what patients come to 
expect as part of their "normal" health care service. Organs 
that fail can be replaced; blocked coronary arteries can be 
bypassed; bone marrow can bereplaced; whole joints-such 
af: knees-can be replaced with artificial ones; extremely 
premature babies, who once had a very slim chance of 
making it, can be kept alive through intensive care; death can 
be forestalled for months and years by life-supporting de
vices; and diagnostic abilities can be enhanced by expensive 
devices. 

In a free market where patients who have money to purchase 
these often expensive services are able to obtain them, there 
is no need to consider whether these services should be 
provided-or whether a limit should be placed on their use
although some medical ethicists have found reason to ponder 
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issues raised by the availability of these technologies. What
ever limits exist for these services are generally established 
either by those who pay for the services-commercial insur
ance companies-or by the providers themselves, who elect 
the menu of services they want to provide to the market. For 
example, hospitals may choose, as a matter of policy , not to 
provide heart transplants to persons over a certain age. 
Third-party payers or the providers themselves generally 
have the discretionary authority to limit the services they will 
either pay for or provide, and the main constraint on their 
decision about what to allow and what to exclude is how it 
will affect their position in the market for services. To be 
sure, patients do bring suits against insurers and providers for 
not providing certain services, butthisdoes not invalidate the 
general point made here: consumers in the free community 
do not have an unrestricted legal right to any type of service 
from a health care provider. 

In prisons. however, where prisoners do not typically pay for 
their health care services, the availability of "exotic" treat
ments raises questions of policy. Should prison systems 
provide treatments that prisoners would not have received if 
they were free because they couldn't pay for them? Do 
prisoners have a right to all treatments for "any condi
tion ... if the denial of care might result in pain, suffering, 
deterioration or degeneration"?S Are "community standards 
of care" clear enough to enable prison administrators to draw 
bright lines around treatments that fall within the bounds of 
"medical necessity" and those that do not? Because of the 
legal obligation to meet the standards of good medical 
practice within the organized legal community, the grounds 
are infirm for limiting expensive or exotic diagnostic tests 
or treatments that may arguably be medically necessary. 

Looking to State Benefit 
Policiesfor Guidance on Upper Limits 

Because general principles defining "medical necessity" and 
"comm uni ty standards of care" are not al ways precise enough 
to guide prison administrators when faced with consider
ations of whether to provide treatment, some administrators 
have looked to upper-limit-setting standards established in 
the larger community . For example, in California prisons, the 
chief medical officers reportedly rely on the application of 
what they call the Medi-Cal standard to guide their decisions 
about the levels of care to provide prisoners.9 (Medi-Cal is 
the State's heath care program for persons living below the 
poverty line.) That is, they guide their clinical decisions in 
part by what they think Medi-Cal would permit. The logic of 
thi!; practice is that prisoners, like Medi-Cal patients, for the 
most part live below the poverty line. However, as a draft 
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version of the California Department of Corrections docu
mentconcludes, "In following Medi-Ca1. nearly any medical 
procedure can be justified." Consequently, "[this1 really is 
not a • standard' ."10 

Other approaches to defining explicitly a "benefit package" 
in thefree community are the efforts in Oregon and Califor
nia to develop lists of diagnostic and treatment procedures to 
be supported with public funds, restricting access to services 
deemed ineffective or not cost-effective. (See pages 45 and 
46.) The Oregon effort builds on the State's broader work to 
establish limits on all publicly supported Medicaid services. 
In California, the Department of Corrections is blazing its 
own trail; it aims to base treatment guidelines and limits on 
what "outcomes" research studies have found to be effective. 

However, in recent months some observers have questioned 
the ability to develop treatment guidelines from outcomes 
research. I I Unlike clinical trials, outcomes research typically 
relies on analyses of claims data and other similar data 
describing treatments provided to different types of patients 
and the outcomes of those treatments. Whereas clinical trials 
involve random assignment to treatment, outcomes research 
typically compares the treatments prescribed to patients after 
consideration of their conditions. The lik~lihood that pa
tients receiving different types of treatment C:llso differed in 
other ways frustrates our ability to draw strong conclusions 
about the effects of treatment alone, independelIt of these 
other differences among patients and their illnesses. If judg
ments about cost-effectiveness cannot be grounded in strong 
scientific studies, the choice of "cost-effective" techniques 
or desirable treatments will continue to be made by informed 
judgment. As such, they are likely to be subject to dispute and 
differences of informed opinion. 

Are Limits Needed? 

If decisions about limiting medical treatment cannot be 
based on "value-free" scientific findings and thereby be 
rescued from value-laden policy judgments, it is worth 
considering whether explicitly defined benefit packages are 
desirable in correctional settings. Correctional managers 
may want to preserve their decisionmaking autonomy by not 
promUlgating explicit benefit packages. The cost of not 
establishing benefit packages, however, is that these manag
ers will have to conduct more case-by-case reviews, which is 
time-consuming. Consequently. procedures such as those 
established by the Oregon Department of Corrections, which 
combine both standards and case-by-case review proce
dures, may offer the most promising approach if one is to 
establish limits. 



Oregon: Combining Lists of Included/Excluded Services 
With Case-by-Case Review 

In 7987 physicians recommended that a young boy who hod developed acute leukemia receive a bone 
morrow transplant. The boy's family was covered by the State's Medicaid program, but that program refused 
to reimburse for the transplants. A controversy erupted over this decision, and the State's legislature decided 
to face head-on the issue of the kinds of procedures public funds would pay for. (Paying for expensive 
transplant procedures-of organs as well as bone morrow-for some persons raised questions when the State 
was not cQle to pay for others' basic and less expensIve health services.) A state panel was organized and 
charged with the task of setting priorities and limits on what public funds would support. and the result was a 
/1st of diagnostic and treatment procedures that would be covered. ThIs list was then submitted to the Health 
Core Finance AdminIstration with a request to waive Medicaid regulatIons. 

What mode this effort extremely controversial was the objective of excluding certain types of procedures 
while including others to contaIn costs. The ideo was to continue to promote access to quality care for 
essential and effectIve seN/ces by focusing cost contaInment on the margInal services. Excluded were 
certal'1 services that were deemed not to be cost-effective-that is, were more costly and/or less likely to be 
effective or were rarely needed. ThIs was Interpreted as "rationing" health core and was met with political 
opposition. The legislature subsequently modified the Nst by adding a number of procedures and services. 

The Deportment of Corrections then defined its own system of therapeutic levels of core that generally 
corresponded with the State's Medicaid /1st of Included services. (The department adopted as Its framework 
the first less inclUSIve list devised by the State panel.) The system has four levels but also Incorporates a 
procedure for making case-by-case decisions for certaIn types of patients. 12 

Level 1 cases include al/ procedures performed in connection with a medical emergency. These can be 
performed without preapproval by authorized medical providers and are not reviewed subsequently. The 
procedures in this level correspond to the first three categories of the Oregon Medicaid list. Level 2 cases 
incfude most treatments for chronic diseases that are medically necessary. These can be performed with the 
authorizatfon of the Institutional medical officer and are subjectto a retrospective review for appropriateness. 

Level 3 cases Include Interventions that require more justification to be considered medically necessary for 
prisoners. These Incfude, for example, hernia repairs, kidney transplants, and hip replacements. In these cases, 
Institutlonol medical offlcers make a recommendation that Is reviewed by the department's clinical director 
for hIs or her approval. To guide these determinations, the department employs principles articulated by 
Anno, Fa/ver, and Harness (7988): 

1. urgency of procedure (because of pain or risk of further deterioration), 

2. expected remaInIng duration of incarceration 

3. necessity of procedure, 

4. probability of successful outcome of treatment, 

5. patient's desire (expressed or implicit) for the intervention, 

6. expected functional Improvement as a result of InterventiOn, 

7. whether the interventIon is for a preexisting condItIon, 

8. whether the Intervention is a continuation of previous treatment for a chronic condition or is the initiation 
of a new course of long-term treatment, and 

9. cost. 

Level 4 cases are those that are consIdered "elective" and not medically necessary. Examples Include 
cosmetic surgeiY- sex-change operations, and tattoo removals. 

This scheme thereby embraces a fixed list of procedures to be provided and excluded-the design of whir::h 
was based in port on a weighing of cost and likely efficacy-as well as a case-by-case decision procedure 
that forces attention to the individual peCUliarities of .he case, the patient's needs, and the constraints on the 
prison '5 health core system. Indeed, physicIans can request that level 4 procedures be conducted, In which 
case the revIew procedures specifIed for leve! 3 cases are followed. ThIs limiting of health care services In 
prIsons has withstood legal challenge. IS 
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California: Fixed Scope of Services Based on 
Outcomes Research Findings 

California is moving toward an explicitly defined list of services to be provided to prisoners In the Department 
of Corrections but /s adopting a slightly different approach from the one by the Oregon Department of 
Corrections. Like Oregon the department Is establishing a written scope of services to be provided and 
excluded. The emphasis In California, howe veL is on basing this list on research establishing the effectiveness 
and cost-effectiveness of particular procedures and services. In the Introduction to the January 1994 draft 
"Medical Scope of Services, " the Medical Standards Task Force declared: 

Cost-effective medical care in State Prison systems will not differ In its essential elements from 
that which Is provided In general society. The medical care requirements are similar If not the 
same, as are the medIcal care Issues. An approach which recognIzes the need to differen
tiate between essential and non-essential care which is Implemented through clinical 
treatment guidelines or critical pathways driven by outcomes research will produce the 
greatest likelihood of success In achieving cost-effective medical care. This success will be 
marked by an Improved quality of care and costs which are contained or reduced, including 
the costs of litigation. 14 

The Medical Standards Task Force thus embraces a vision of the future in which clinica/judgments are informed 
greatly by research findings, As Dr. Paul Ellwood writes, ·We can anticipate that in time the Outcomes 
Management System will permitsimple projections of patient outcomes In critical and quality of life dimensions 
... for each of the physicians ( diagnostic and therapeutic regimens. Outcomes management could lead to 
an entirely new way to practice medicine-practicing medicine epidemiologically using growing computing 
power and information. "15 

The first step toward this future Is to establish formally a list of included and excluded services. The exclusions 
(in the draft report) are shown In Table 4. 7. 

The next step Is to conduct outcome studies to refine and/or modify the eXisting lists. As the Medical Standards 
Task Force notes, "Crucial to this effort Is the generation of data sufficient to Identify the subjects for Initial stUdies 
and to support the continUing effort to provide the operational foundation or cost-effective medical care: 
Outcome-based treatment guIdelines. N16 

utilization Management Procedures 
To Control Services Provided 
During the last decade, utilization management has swept the 
field of health care as a means of managing patients' use of 
services. The Institute of Medicine' s Committee on Utiliza
tion Management by Third Parties defines utilization man
agement as "a set of techniques by or on behalf of purchasers 
of health benefits to manage health care costs by influencing 
patient care decision making through case-by-case assess
ment of the appropriateness of care prior to its provision."17 
The major types of utilization management include hospital 
preadmission review, concurrent review of length of stay, 
second surgical opinions, catastrophic case management, 
and retrospecti ve review. Typically, hospital preadmission 
certification programs determine whether the inpatient care 
proposed by a physician is appropriate and required. Con-
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current reviews are conducted after the patient is in the 
hospital and are used to determine how long the hospital stay 
should be extended. Second opinion programs involve refer
rals to other physicians to confirm whether the proposed 
elective surgical procedure is needed before the procedure is 
performed. Case management reviews focus on providing 
cost-effective care for patients needing high-cost treatments 
or extended care. Retrospective reviews evaluate the appro
priateness oftreatmentafter itis completed. Such reviews are 
undertaken to educate providers about standards for appro
priate care, to identify providers who deviate from the norm, 
and sometimes to determine whether reimbursement should 
be denied. Because the largest health care expenditures are 
for consultations and procedures perfonned by specialists 
and for hospItalization, utilization review procedures typi
cally are designed to require authorization for specialty care 
and hospitalization but not for primary care. 



Table 4.1 

Excluded Services: California Department of Corrections, 

Draft Medical Scope of Services 

A. The following services are excluded from coverage with the exception that they may be provided 
In an Individual case upon the recommendation of the Chief Medical Officer and with the prior 
approval of the Health Care Services Data Research Committee (composition of this committee is 
not yet established). 

The decision to provide services shall be based on medical necessity as described on page 1 and 
approved health care outcome data supporting the effectiveness of the service as medical 
treatment. 

Other factors such as coexisting medical problems, acuity, length of Incarceration sentence, place 
of service, and availability of services shall also be considered. 

Specific criteria upon which to base approval of any of these services will be developed to the extent 
that medical outcome data or other persuasive evidence supporting their use is obtained. 

1. Religious healing-limited to two services per month to the extent allowed under Title XVIII 
of the Social Security Act 

2. Multiple organ transplants 
3. Cosmetic surgery 
4. Speech pathology 
5. Occupational therapy 
6. Sterilization 
7. Nutritional therapy 
8. Chiropractic services 
9. Hormonal therapy for sex changes 
10. Cosmetic Implants 
11 . Abortions (refer to CDC policy on abortions) 

B. All diagnostic services necessary to make a complete diagnosis are included in the scope of medical 
benefits for inmates; however, treatment for conditions which get better on their own or conditions 
not readily amenable to treatment or treatments for cosmetic purposes are not provided. 

1. Examples of conditions which get better on their own include dizziness of unknown etiology, 
mononucleosis, viral hepatitis, viral pharyngitis, mild sprains, viral gastroenteritis, benign cysts, 
nonvenereal warts, common cold, canker sores, stys, minor bumps and bruises, dandruff, acne, etc. 

2. Examples of conditions not readily amenable to treatment Include infertility, widely spread 
cancers (hospice care available), multiple organ transplants, TMJ dysfunction, single organ trans 
plants when the inmate maintains the same lifestyle which damaged the original organ such as 
alcohol abuse, chemical dependency, etc. 

3. Examples of cosmetic conditions include removal of scars, keloids or tattoos, nontoxic goiter, 
benign skin tumors, rhinoplasty, breast reduction/enlargement, penile implants (TItle 15, Section 
3354.1). 

4. Example of other services not provided Include Qcupuncture, orthoptics, pleoptics, etc. 

Source: Robin Dezember, Assistant Deputy Director, Health Care Services Division, California Department of Corrections (personal 
communication with author, 28 April 1994). 
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Utilization management and review practices began in the 
1960' sand 1970' s and have become much more widespread 
in the last decade. Preadmission review owes its origins to 
the California Medi-Cal's Certified Hospital Admission 
Program (CHAP), initiated in 1970 to control hospital ad
missions and length of stay. Retrospective review programs 
were developed somewhat earlier, in the mid-1960's, as part 
of Public Law 89-97, which created the Medicare program. 
The law obliged extended care facilities at hospitals partici
pating in the Medicare program to conduct retrospective 
review programs, including utilization reviews, clinical care 
evaluation studies, and medical audits. IS Retrospective re
view procedures were modified in 1972, when Congress 
passed another law mandating the establishment of a nation
wide network of professional standard review organizations 
(PSRO's), which were voluntary, not-for-profit groups of 
professional peers responsible for ensuring that Federal 
funds were spent on services that conformed with established 
professional standards. In 1982 Congress enacted still fur
ther reforms of the Medicare utilization review procedures 
and replaced PSRO's with utilization and quality-control 
peer review organizations (PRO's). This legislation also 
gave stronger emphasis to concurrent (or continued stay) 
review than to retrospective review. 

In the private sector, evolution followed a similar course. 
Prior to 1970, very few private health insurance firms had 
developed any utilization review or management proce
dures. In the 1970' s, they began to incorporate retrospecti ve 
review into their claims review processes and to develop 
independent peer review and utilization review systems. 
These were not widely adopted, however. By 1984, surveys 
by benefit consulting firms found that only about 5 percent 
of large employers included utilization management provi
sions in their health benefitprograms.19But by 1989, surveys 
showed that plans held by one-half or more oflarge employ
ers included suchprovisions.20 A GAO survey in 1991 found 
that more than 90 percent of private indemnity plans and 
most network-based managed care plans incorporated some 
form of utilization review techniques?l 

The typical form of prospective or concurrent utilization 
review procedures is for the patient, the physician, or the 
hospital to make contact with the agency responsible for 
conducting the review--either the insurance company or a 
designated reviewer/manager. The first contact is often with 
a registered nurse, who collects information about the case 
and the proposed services. This person may make a decision 
about whether the proposed service meets the threshold of 
medical necessity for coverage under the patient's health 
plan. In the event that the reviewer cannot certify that the 
care is clinically necessary or appropriate given established 
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review criteria, a staff or consulting physician is called for a 
final determination, usually after discussion with the patient' s 
physician who is requesting approval. In general, determina
tions are made by comparing the clinical conditions in the 
case at hand with the preexisting criteria or, failing that, the 
normative judgments of physicians and reviewers. The Insti
tute of Medicine (10M) reports that it is uncommon for the 
review process to end with a refusal to certify the medical 
necessity or appropriateness of the service requested by the 
physician if the physician strongly contends thatitis needed. 
Instead, the emphasis "seems to be on changing through 
education, persuasion, and negotiation."22 

Does Utilization 
Review Reduce Inappropriate 
Hospitalization and Contain Costs? 

A GAO survey found that employers and managed care 
representatives believed that utilization review procedures 
were the key elements of managed care plans' efforts to 
contain costsP Indeed, as Moran and Wolfe write, most of 
what passes for managed care is really "thin utilization 
review," because only about 25 percent of the consumers 
have plans with stringent utilization controls such as primary 
care gatekeeping.24 

Studies of the early forms of utilization review reached 
conflicting conclusions. Studies of PSRO' s found they had 
little impact on the utilization of resources by Medicare 
patients.25 In contrast, two studies of the CHAP program in 
the California Medi-Cal program found that utilization re
view reduced hospital use by as much as 10-15 percent.26 

Other studies of hospital inpatient utilization review pro
grams have found that utilization review re,duced admissions 
and inpatient days by 10-20 percent and achieved substan
tial cost savings,27 These studies have been criticized, how
ever, for their lack of controls over other factors that may 
have influenced the observed changes in utilization.28 

A more rigorous study of 1984-86 insurer claims data on 223 
insured groups by Wickizer, Wheeler, and Feldstein found 
that utilization review had a significant effect on both the 
utilization of hospitals and the expenditures, even after 
accounting for a large number of other factors that may have 
affected utilization rates. The study controlled for differ
ences in case mix, characteristics of beneficiaries, and fea
tures of benefit plans and found that utilization review 
reduced hospital admissions by 13 percent, inpatient hospi
tal days by 11 percent. expenditures for routine hospital 
inpatient services by 7 percent, for hospital ancillary services 
by 9 percent. and total medical expenditures by 6 percent.29 



In a patient population characterized by high rates of hospital 
utilization before the review program was initiated, inpatient 
days and hospital expenditures were reduced more substan
tially. Utilization management efforts consequently may 
have their most dramatic effect on patients with higher-than
average prior utilization rates. This finding is consistent with 
an earlier study of the mental health services provided under 
the civilian health and medical program of the uniformed 
services (CHAMPUS).3o Wickizer and his colleagues con
eluded that "these findings suggest that hospital utilization 
review programs can reduce utilization and expenditures and 
generate cost savings, thereby helping to improve the effi
ciency of medical care resources consumption. "31 However, 
they found evidence of only a one-time saving at the point of 
adopting utilization review procedures and concluded that 
utilization did not affect the rate of growth in costs after that. 

The Institute of Medicine report states that requests for 
services are infrequently denied, which suggests that savings 
produced by utilization review programs may stem not from 
denying coverage or avoiding hospitalization for care deemed 
inappropriate, but perhaps from an indirect sentinel effect. 
That is, physicians may be less likely to recommend special
ists' care or hospitalization in borderline cases if they know 
that their decisions will be reviewed.32 

Gains in restrained spending and reduced utilization do not 
come without a cost, however. A large number of physicians 
report that utilization review is the most intrusive factor in 
their clinical decision making.33 Many physicians are un
happy with having their clinical decisions subject to veto by 
persons with lower professional qualifications and believe 
that only physicians should be permitted to conduct reviews. 
Moreover, some question the ability of reviewers to make 
decisions about the appropriateness or necessity of a service 
while lacking full information about a patient. Finally, costs 
to insurers and other payers are shifted, to some extent at 
least, to physicians. An AMA survey of physicians found 
that, on average, physicians spent 2 hours per week and 
their staff 5.4 hours per week dealing with utilization 
review, and that they had contact with about four different 
utilization review organizations per week.34 A survey by the 
American Hospital Association found that, on average, hos
pitals deal with 38 separate utilization review organizations 
and sometimes more than 100. Because utilization review 
procedures are not standardized, hospital providers believe 
that the multiplicity of reviewers and review procedures 
creates unwanted complexity.35 

More important, the impact of utilization review programs 
on the quality of care is undocumented. As Tischler con-

eludes, "The appropriateness, adequacy, or effectiveness of 
the care patients receive is not analyzed. Evidence of impact 
of utilization management on their important dimensions of 
the quality of care is virtually nonexistent. "36 With respect to 
concurrent review, Melnick and Lyter write that "the pres
sure and harassment associated with concurrent review may 
tempt some physicians to cut corners and to reduce patients' 
hospital stays by providing less comprehensive treatment. In 
this way, they can limit the financial jeopardy and psycho
logical harassment imposed by third and fourth parties. In 
other words, getting patients out may become more impor
tant than getting patients well.'>37 

Utilization Review 
Programs in State Prison Systems 

Utilization review programs of varying scope have been 
established in several prison systems. Some of the variations 
characteristic of these programs, and theirpossible effective
ness, are evident in a comparison of utilization review 
programs in Georgia, North Carolina, and Florida. 

Prisoner Fees for 
Health Care Services 

Co-payment for health care in prison-or, really, fees for 
services-has been instituted in a few States primarily as a 
means of reducing utilization and not of raising revenues. 
Without disincentives for overutilizing the health care ser
vices in prisons, prisoners may be usilig health services much 
more frequently than is necessary. 

In the free community, consumers who have to pay for their 
health care with out-of-pocket funds are less likely, on 
average, to use services as often as those with full-coverage 
insurance policies. The Health Insurance Experiment con
ducted by the Rand Corporation in the 1970' s found a 
significant effect between the size of the copayment and the 
total expenditure for health care. For example, consumers 
with a large deductible-up to $1,000 (in 1970's dollars)
reduced total spending for health care by 31 percent, com
pared with a plan with full coverage.51 

The State of Nevada introduced a copayment law in 1981. 
(See page 55.) This law was enacted for three main purposes: 
(1) to reduce the large number of medical visits to providers 
that were perceived as unnecessary, (2) to hold inmates 
partly responsible for their own health care expenses, and (3) 
to provide a revenue source to address increasing general 
fund costs for inmate medical care.5 
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Utilization Review: Georgia 
Department of Corrections 

For the GeorgIa Department of Corrections' Au
gusta CorrectIonal and Medical Institution (ACM!), 
a contractor has developed and carries out a 
utilizatIon review program aIming to control costs of 
outside hospital care and to reduce unnecessary 
surgical procedures. As dIscussed In chapter 3, 
ACMI Is a 735-bed care facility that serves as the 
main center for coordinating delivery of secondary 
and tertiary care to prisoners referred from all pris
ons In the state, and it also has two surgical suites, 
although tertiary-level procedures are done at the 
Humana HospItal. ACMlls managed and staffed by 
a private contracting firm (currently, Correctional 
Medical Services, or CMS). 

The utilization revfew program developed by CMS 
for ACMI went Into effect in the summer of 1992.38 
Its purpose Is to control the cost of outsIde hospital 
care by eliminating medically unnecessary hospi
tal admissions and reducing unnecessary hospital 
stays. In addition the review procedure alms to 
eliminate unnecessary surgical procedures, either 
at ACMI or in outside hospitals. The program's prin
cipal features are preauthorlzation requirements, 
concurrent review arid authorization of ongoing 
hospital stays, discharge planning and case man
agementto al/owtransferofthe hospital patients to 
ACMI or another facility at the earliest possible 
opportunity, and retrospective review of selected 
cases. 

Preaufhorlzation 

In cases where prIsoners do not require urgent or 
emergency admissions to hosp!tals butouts!de hos
pitalization Is requested by an ACMI physician alf 
requests must be reviewed and authorized prior to 
transfer. (Eligible cases are defined as those in 
which hospital admfssionsare notrequired within 24 
hours, Monday through Friday.) The physician 
requesting transfer to a community hospital Is re
quired first to notify the utlJlzation manager, 
located at CMS headquarters in St. Louis. A utiliza
tion review nurse then reviews and screens the 
proposed admission using standardized InterQual 
admission criteria and knowledge of ACMl's capa
bilitles.lf reasonable adm!sslon criteria are not met 
the case Is referred to the ACMI medica! director or 
to a member of the CMS physician review panel for 
consideration. 
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Table 4.2 

Procedures Requiring Prior Approval: Georgia's 
Department of COlTections 

Ullllzation Review Pollcy 

The following surgical and nonsurgical procedures 
require approval before the procedure is sched
uled, if the procedure is considered nonurgent 

Arthroscopy 
Breast BX 
Breast Surgery/Mastectomy 
Bronchoscopy 
Cardiac Arteriography 
Carpal Tunnel Decompression or 

Ligament Release/Tarsal TUnnel 
Cataract Removal 
Cerebrovascular Arterial Studies 
Cholecystectomy 
Colonoscopy 
Coronary Bypass 
Dilation and Curettage 
Doppler Studies 
Echocardiography 
Esophagoscopy 
Foot Surgery/Bunionectomy 
Gastroscopy 
Fem-Pop Bypass 
Hemorrhoidectomy 
Herniorrhaphy 
Hysterectomy 
Laparoscopy 
Laryngoscopy 
Lumbar Disc 
Meniscectomy 
MRI (MagnetiC Resonance Imaging) 
Muscle Resections 
Myringotomy with or without Tubes 
Nasal Surgery 
Pacemaker Implant 
Prostatectomy 
Rhinoplasty 
Sigmoidoscopy 
Submucosal Resection 
Temporomandibular Joint Surgery 
Tonsillectomy and/or Adenoidectomy 
Tympanoplasty 
Varicose VeIns 

Source: CMS Utilization Review Program 
for the Georgia Department of Corrections. 39 



(f patIents at ACMI are befng referred for elective medical or surgical procedures, eIther In 
ACMI or In nearby community hosplta/s, preauthorizatlon Is required. To guide decision 
makIng, CMS maintains a list of 39 common medical and surgical procedures that often are 
provided unnecessarily (see table 4(2), Any requests for these listed procedures must be 
preauthorized by the utilization manager at CMS headquarters. If one of these listed proce
dures Is requested by a physician the utilization revIew nurse reviews and screens the request 
using the standard Indications. A member of the CMS physician review panel is selected and 
holds a conference telephone call with the requesting physician. The particulars of the case 
are discussed and a recommendation is made by the revIewing physicIan. If the reviewIng 
physicIan does not concur with the request for the medical or surgical procedure, the case 
is deferred for additional medIcal treatment with the concurrence of both physicians. If the 
requesting and revIewIng physicIans cannot reach an agreement the case can be assigned 
to another physIcian reviewer for a second review. 

Concurrent Review 

Concurrent review procedures have been devised to ensure that outside hospitalization is 
medically necessary and cannot be handled at ACMI, and to determIne the earliest possible 
time for discharge and return to ACMI. All patients hospitalized In the Augusta communIty 
hospitals are subject to concurrent review by CMS utilization management This procedure is 
triggered by a notification from ACMI officials to CMS utilization management officers that an 
admission to an outside hospital, whether preauthorized or not has taken place. The CMS 
utlffzation review nurse contacts the attending physician within 24 hours to learn of the 
patient's condition, treatment plan, and expected discharge. The utilization review nurse may 
contact other relevant parties as well. Based on ACMI capabilities at the time and medical 
criteria, continued stay may be approved, In which case the average length of stay is 
indicated and a date for the next review is signed. In the event that continued stay is not 
approved, the case Is referred to the ACMI medical director for consideration. Other 
reviewing physicians may be included. If ACMI is able to care for the patient, a requestls made 
to the attending physician to discharge the patient and return him or her to ACMI. If the 
attending or treating physician will not release the patient affer such a request, the medical 
director may authorize a denial of payment. The utilization review nurse sends a written notice 
to the physician and appropriate hospital departments. These denials of payment can be 
appealed, following a specified procedure established byCMS and the Georgia Department 
of Corrections. 

Retrospective Review 

In certain types of cases-principally those involving high costs or denials of requests for 
continued stay in hospitals-revIews of the medical record may be required. CMS requests 
that the medical record be sent to the utilization management officer at eMS headquarters 
for nurse and physician review: in cases where medIcal records cannot be sent from the 
hospital, the util/zatlon review nurse at ACMI will travel to the hospital and review it on-site. 

Monitoring Compliance with Utilization Review Requirements 

To determine whether physicians are complying with the utilization review requirements at 
ACMI, CMS compares medical claims processed through ACMI with preauthorizatlon and 
concurrent review Information. Admissions that were not given preauthorlzation or stays not 
reViewed for concurrent stay approval are flagged, and the Georgia Department of Correc
tions (s notified periodicalfy. Once per quarter, CMS reviews all data, evaluates the Impact of 
utilization review, and assesses the need for expansion of utilization revIew reqUirements to 
other areas of service. 
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utilization Review: North Carolina Department of Correction 
In March 1993, the North Carolina Department of Correction established a utilization revIew program to i 

reduce spending for hospltallzatJon In free-world hospitals. Prior to the program, the department had no 
control over the cost of hospItalizatIon In these outside hospitals or on the length oftlme the prisoners stayed 
In them. To gain controJ, the department established In central headquarters a utilization review nurse/ 
coordinator and developed preadmission certification procedures.40 

Before the utilization review program was established, physIcIans workIng at local prisons made referrals of 
Inmates to local hospitals when they thought these were necessary. Now, physicIans put in a request for 
hospitalization to the prison systems' medical director, who reviews the request. The medical director may 
ask for additional Information-part of the medical record or even the patient's entire medical record-or 
for additional x-rays or other diagnostIc tests. In some instances, the medical director requests a second 
opiniOn. Based on the Information given to him or her, the director approves the request for outside 
hospitalization or denies It. If approved, the Inmate Is transferred and admitted to the hospital. Prior to transfer 
to the hospital, however, the utilization review nUrse/coordinator speaks to the hospital liaison officer and 
establishes an approved length of stay for the Inmate. Guidelines for length of stay by type of diagnosis and 
procedure are aval/able In published sources, which are based on utilization data from community 
hospltals.41 

Following hospitalization, the utilization review nurse/coordinator tracks the patient's progress. Toward the 
end of the expected length of stay, the nurse/coordinator discusses transfer to the North Carol/na prison 
medical care facilities. In all buta few cases, the nurse/coordlna~orand the physician see eye-to-eye on the 
appropriate time to transfer the prisoner back to the North Carolina prison facilities for recuperation. The 
nurse/coordinatorreports thatin some instances "doctors don 'tllke to give up responsibilityfortheirpatients, " 
but the key, he bel/eves, is to have them understand the types of services that the department provides, so 
that the physician is comfortable releasing the pat/entfrom his or her care,42 Most of the physicians who care 
for prisoners In outside hospitals are aware of utilization review and have experience with it through HMO's. 

The key to this strategy is the capacity of North Carolina's prison Inpatient facllltres. The McCain CorrectIonal 
Hospital Is a 96-bed prison facility for minimum-security inmates, having 7 licensed acute-care beds, 38 
licensed skilled nursing facility beds, and a gerlatr/c care unlt.43 At the Central Prison In Raleigh, there exists 
a second prison hospital for medium- and maximum-security prisoners, which has 90 acute-care beds for 
medical/surgical patients and 744 acute-care beds for psychiatric patients. The latter is a high-skilled nursing 
facility in which pat/ents can be stabilized and can recuperate following surgery, and It has two operating 
rooms for surgerles.M In addItIon, the North Carolina Department operates an Infirmary for females at the 
North Carolina Correctional Institution for Women. This Is a 24-bed facility, which can provide IV and stabilizing 
patient care. There is also an infirmary atthe Piedmont Correctional Institution, a medium-security facility that 
also serves as a reception and dIagnostic center. 

The utilization review nurse/coord/nator stops tracking cases upon readmission to the Department of 
Correction. Although a heightened review of patients brought back Into the department may be benefiCial, 
the department is focusing Its resources on the utilization of outside hospItal resources, because they are so 
expensive and because spendlng for prison hospitals /s relatively fixed. 

North Carolina's system currently supports only one utilization review position. The utilization review nurse/ 
coordinator reports that a more decentralized system, sImilar to Florida's, where a utilization review 
coordinator works more closely with local hospitals, would be helpful.45 Such decentralized utilization review 
Is probably even more critical In States with larger numbers of prisoners transferred to outsIde hospitals for care 
and in States where prisons are more geographically dispersed. 

The North Carolina util/zatlon review program operates without a computerized Information system. All 
tracking Is done by telephone and by paper flies. With computerized Information on utilization of outside 
health care, the Health SeN/ces DivisIon could evaluate Its health seN/ces system better and could provide 
data to Justify requests for budgets.46 Developing a computerized network, with terminals at facilities and the 
central office, would facilitate the tracking of hospitalized Inmates and reduce the Inquiries to the utilization 
review coordinator to learn of the patient's status, the expected tIme of transfer back to the faCility, and so 
on. In addition, the department would be able to conduct stUdies of utilization by region and by facility. By 
examinIng variatIons from facIlity to facility, by type of procedure or reason of hospitalization, the department 
would acquIre a more powerful means of managIng the utilization of costly hospital resources. 
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Utilization Review: Florida Deportment of Corrections 
In December 1997 the FlorIda Department of Corrections' Office of Health Services put Into effect a 
utilization management program as part of Its broader effort, begun In 1990, to restructure the health care 
def/verysystem along the lInes ofastaff-model HMO. Important features of thIs managed care system, which 
was largely In place by the end of 7992, include a network of providers who offer dIscounts,' consolidation 
of cases In regIons where discounted providers can serve particular types of patients at lower cost; review 
procedures for monitoring and assessIng In an ongoIng fashion the del/veryof care and its quality: preventive 
care; and utilizatIon revIew. UtilizatIon review, considered a component of the department's quality 
management program, "Is a process to provIde a mechanIsm whIch monitors the utl/lzatlon of health care 
resources whIle assuring necessary servIces are provided In a clinIcally appropriate environment. "47 

UtilIzation management procedures are targeted princIpally at management of servIces provIded by 
outsIde providers. 

The utlllzatfon management and review program has a dual purpose. First it aims to "maintaIn quality health 
care servIces while IdentifyIng and addressing excessIve or unnecessary use of resources as well as 
unnecessary or invalid restrictIons In the use of resources. II Because informed decIsion making In managing 
health care resources depends on the collection of relevant data, the second purpose of the utilization 
management and revlewprogram Is to "maintain a managementlnformatlon system which provides a valid 
basis for administrative decisIon making. ".18 As discussed in chapter 6, the department has developed a 
management Information system that supports not only Its case-level utilization revIew purposes but also its 
efforts to monItor the overall delivery of services. 

Prospective Case Management 

The department conducts a varIety of prospective review procedures, all of whIch are defined as "case 
management H to regulate the services provided to individual patients. Such review procedures include 
those for preadmIssIon authorIzation to approve schedUled health care services prior to theIr being 
provIded, postadmlsslons authorization to approve unscheduled health care services after they occur, and 
continued stay management and review to ensure that the levels of care and Intensity of services are 
compatfble with the patient's needs durIng the course of receiving care. Review is conducted not by a sIngle 
central office staff but by officials In five regIonal headquarters. The precise procedures by which these 
reviews are carrIed out Is subject to some systematic varIatIon among the department's five regions. In 
genera!, however, the procedures are conducted as described below. 

When any outside hospItal servIces, either InpatIent or outpatient are sought prior authorization is requIred. 
Officials at the prIson in whIch the patient is located initiate the review by submitting a form to the regional 
nurse/consultant-the case manager-who Is assigned to the utilIzation managementand revfew program. 
This form documents both the seMce to be provlded and the proposed level of care, as well as the most 
cost-effective and cllnfcaJly appropriate setting. The case manager consults written guidelines for assessIng 
the severity of Ilfness and screening criteria for surgical procedures and levels of care. If the request is 
approved according to these objective criteria, the case manager develops a "case management plan H 

that establishes the crit/cal dates, schedules, and preadmission requirements,' coordinates the patient's 
transfer with the security staff: and reaches closure on any unresolved issues prior to admissIon. Upon 
confirmation of the patient's admission to the hosplta/' the case manager assigns an expected length of 
stay, the anticipated "pat/ent status contactu schedufe, and a proposed dIscharge plan. 

If the patient has been hospitalized followIng an unscheduled admission or has been taken for on 
unscheduled outpatient visit the same review process is conducted. In both instances-scheduled and 
unscheduled admIssIons-continued stay reviews are made, also employing objective criteria. 

If a request cannot be Justified by the case manager, either for preadmIssIon approval or continued stay 
services, the case Is referred to the regfonaf health services dIrector for consIderation. The determInation by 
the regional director, a physIcian, reflects "the art of medIcine versus the scientific approach. H According 
to the procedures manuaJ, "(It) does not however negate the department's standard of providing for a 
pat/ent's need versus a patIent's desire for services. The Intent In providIng a procedure for physicians is to 
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I provide an audit troll by which ff can be ~emonstrated that all cases are given indMdual consideraffon 
when IndIcated and not limIted to a 'medicIne by cookbook' system. H49 

Appropriateness of Care Review 

The department also has established procedures for reviewing cases In which there Is a known or 
suspected "quality of care "Issue, with InapproprIate seN/ces provided to fnmates by outside providers 
or practitioners. Such cases are referred to the chlefhealth officer orthe regional health seNlces director. 
Ifit Is determIned that the care provIded was not medically nece$$ary-more than the patient should 
have appropriately been given-the chief health officer or the regional health seNlce director may 
authorize a special revIew by the office responsible for managing contracts and claims with outside 
providers. 

The Impact of Utilization Management Procedures 

The department bel/eves that the restructuring of the Office of Health SeNlces has slowed the growth In 
spending for health care costs, especially for outside hospitalization. In 1990, before the fmplementatlon 
of the utIlIzation management program, the department averaged 290 hospital /npatientdays per ),000 
inmates. In 1992-93, the use rate declined to 188.2 days. The rate of emergency room vlslts declined from 
91.2 visits per 7,000 In 1990 to 61.7 per 1,000 In 1992-93. The department asserts that this lower utilization 
has reduced the department's expenditures for outside hospitals from $11.9 million In 7991 to a projected 
$11. 3 million In 7992-1993, despite an Increase of about 20 percent In the average daily population. 50 It 
is posslbie, however, that the reduced number of hospital days during this period declined for reasons 
other than the Implementation of utilization review procedures. Because emergency room visits are not 
subject to preadmission certification, the decline In these rates may reflect other changes In practice. 
Moreover, average lengths of stay have been failing In many hospitals across the country. Generally, It 
is difficult to estimate precisely and Isolate the effects of utilization review procedures from other 
determinants of hospital use. 

The Nevada Courts have reviewed copayment policies and 
the appropriateness of certain related procedures. In one 
case, Shapley v . Nevada Board o/State Prison Commission
ers (1985), the court ruled that issuance of a charge for 
medical services under the policies stipulated in Nevada was 
not grounds for aclaim of medical indifference. The plaintiff 
in this suit was not denied medical treatment for the inabil
ity to pay the $3.00, nor was medical care denied to other 
inmates for inability to pay. In a second case, Scott v. 
Angelone (1991), the prisoner alleged that he had been 
denied due process when his account was frozen and money 
for a copayment deducted. In this case, the prisoner was 
awarded his $20 back, as it was found that his treatment had 
been followup treatment and not chargeable under the 
copayment policy. In conjunction with this ruling, however, 
the judge found that the original claim (of the inmate being 
denied due process) was unfounded. The judge cited the fact 
that the legislature gave the department the right to charge a 
copayment fee and that a deprivation hearing was not neces
sary, because "no charge was made until after treatment was 
provided and authorized by the inmate (by signing the log 
book)."58 In the view of litigators at the ACLU's National 
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Prison Project, these rulings are "inconclusive on the funda
mental Eighth Amendmentquestion." Citing cases involving 
copayment policies in local jails, Lopez and Chayriques 
argue that the legality of such policies is not fully established, 
because "while these practices may seem like beneficial 
cost-saving measures adopted by prison health care admin
istrators, upon closer examination they interfere with access 
to health care services."59 

Beyond the legality of copayment policies is a larger ques
tion: Are they appropriate? If the purpose of requiring 
copayment is to reduce marginally necessary or elective 
treatment, should the policies be more specifically targeted 
to those? The risk of an across-the-board copaymentrequire
ment is that prisoners may be dissuaded from seeking neces
sary treatment--or from seeking treatment early enough to 
avert higher-cost treatments later. If copayment policies do 
indeed result in more expensive treatment because earlier 
attention was not sought, they may be cost-ineffective. 



Copayment in Nevada 
Copaymenf Is collected In Nevada for general medical services. Inmates are charged for Initial walk-In 
appointments. Followups, referrals, protocols, and emergenCies are "nonchargeable. H A $4 copayment Is 
charged to an inmate seekIng care by institutIonal physlclans, physlclan's extenders (physIcian assistants or 
nurse practitioners), dent/sts, optometrists, or psychIatrists for examInation or treatment. Fees Incurred for 
Injuries or aliments assocIated with working while In prison are covered by the state workmen's compensation 
program. After health care services have been provtdeci charges are posted to the Inmate IS account and 
are refleoted In monthly statements sent to the Inmate. If an Inmate does not have sufficient funds to cover 
the charges, his Qr her account Is frozen until enough funds are submitted to cover the charge. The col/eotlon 
rate Is approximately 52 percent,63 

The main saving has resulted from reduced demand for health care services. During fiscal years 7989, 799Q 
and 1997 the state of Nevada reported an average of 4.39 visits per Inmate per year at maximum-security 
priSOns. The department-wide average was 5.99 visits per inmate per year. This represents a substantial 
reduction over the utilization rate when the program began: a 76 percent decrease atthe maximum-security 
level and a 50 percent decrease department-wide. 54 

Although raising revenues was not the main reason for IntroducIng copayment, the fees do generate money. 
During fiscal years 7982 and 7983, the department collected $77,778 and $89,043, respectively, from 
copayments. These sums represented approximately 7 percent of the medical operating expendItures. Over 
the next 7 ° years, the average collected per annum was $ 7 7,088, or approximately ,3 percentofthe medical 
operating budget,!» On a smaller scale, the coun tyjail In Mobile, Alabama. generated approxImately $4,800 
during the course of one year.56 

Offsetting these revenues are the costs of collecting them. In Nevada, these are not InSignificant although 
the department's accounting system does not capture them. As one correctional admln/strator has written: 

Costs involved in assessment of medical copayment charges are the staff time, institutional, 
administrative and Inmate Services, inconsistencies Involved in assessing charges, and then 
time involved providing due process to queries regarding validity of charges. Given the 
small volume of revenue col/ected, an inordinate amount of staff time Is Involved in 
collecting the copayment charges. This involves infirmary staff and provider time in 
completing forms and responding to queries, admInIstration staff time reviewing logs, 
handling querIes, and Inmate Services accounting staff posting the charges, freezing 
accounts, and processing queries. Inconsistencies in terms of assessing charges across the 
board increase the number of queries with respect to the validity of the charge and delay 
collection of copayment charges. These inconsistencies exist in the form of incomplete visit 
logs, staff favoritism, incorrect and illegible Information all of which delay the process and 
sometimes permanently prevent the collection of charges,67 

Cost-Effective Drug 
Prescription Practices 
Gaining control over the prescription of drugs for inpatients 
is extremely important from a cost-control point of view, 
especially where incentives for cost-effectiveness are lim
ited. Prior to the practice of paying hospitals fixed amounts 
for inpatient hospitalization, pharmacies were viewed as 
highly profitable centers in hospitals, with markups for oral 
medications and intravenous medications ranging from 300 
to 350 percent. The profits generated by the pharmacy, in 
addition to those generated by the radiology department and 
laboratories, were used to cover the costs of less profitable 

services such as nursing, central supplies, housekeeping, 
and dietary provisions. Since the initiation of fixed pay
ments, these departments have been able to generate profits 
only to the extent that they market their services to outpa
tients. 

The establishment of cost-effective drug prescription prac
tices is therefore an important element in correctional cost
containment efforts. As discussed in chapter 3, significant 
savings can be obtained by purchasing pharmaceutical sup
plies at discounts. Substantial savings also can be made by 
changing physicians' choice of medications. This can be 
done by educating physicians to be cost-conscious when 
deciding which medications to prescribe to r isoners. A 
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more direct means of contr011ing the choice of drugs, how
ever, is to establish lists of approved drugs-"formularies." 

Doctors have available to them more than 4.500 different 
types of drugs for treating patients. Many of these drugs have 
similar effects and can be used for the same purposes but may 
vary dramatically in their cost. Health care organizations that 
seek to control their costs establish pharmacy and therapeu
tics committees to review available drugs and to designate 
those drugs they deem to be either most cost-effective or 
most useful, and then place them on a list of approved drugs. 
Prescribing physicians are encouraged (and often mandated) 
to limit their choices to drugs on these formularies. Some 
health care providers, HMO's, for example, in addition to 
having an established formulary, have a policy of automati
cally substituting a listed drug for any drug type prescribed 
to an outpatient by a physician. Statewide department of 
correction formularies exist in many States. In Iowa, at least, 
physicians reportedly stick to the formulary.60 A formulary 
review committee holds quarterly meetings to update or 
modify the list. In both Georgia and Iowa, the formulary 
exists on paper, but correctional health administrators are 
exploring pharmacy information systems to support pre
scription practices, to eliminate duplication, and to help 
tighten up operations.6J 

Formularies may bemost useful in outpatient settings, ifonly 
because it may be more difficult to have outside hospitals 
agree to limit prescriptions to the department of correction 
formulary. If community hospitals agree to charge prison 
systems a reduced per diem rate, efforts to have physicians 
comply with department of correction formularies may be 
redundant, because hospitals that agree to per diem charges 
already may have sufficient incentives to hold costs down. 

An alternati ve to creating a formulary is buying the expertise 
from a private management firm. In recent years, the desire 
to control pharmaceutical costs has created a market for 
firms devoted to managing pharmaceutical benefits for in
surance companies, large corporations, and labor unions. 
These firms essentially are selling the expertise that went into 
constructing and updating a formulary. These firms substi
tute generic drugs for brand-name drugs whenever possible, 
and if generic drugs are not available, they use their buying 
power to negotiate good prices, especially when imitative 
drugs are available as substitutes.62 

The decision to substitute generics for brand-name drugs is 
relatively easy. In choosing between two different types of 

drugs, however. the choices are often harder. Studies com
paring the effectiveness and cost -effecti veness of alternative 
types of medication are reasonably few. Where studies do 
not exist, pharmacy and therapeutics committees makedeci
sions based on clinical judgment. 
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Identifying prisoners who need medications and encourag
ing them to take them may be as important as purchasing 
drugs at attractive prices. Diabetes and hypertension, for 
example, have the potential to cause major hospital expenses 
when these conditions are not properly treated. Prison sys
tems have weak incentives to find and treat these conditions 
unless a prisoner actively seeks treatment. Studies in the free 
community of California Medicaid patients have found that 
nearly 86 percent of new antihypertensive drug therapy 
patients mterrupted or discontinued purchasing any form of 
antihypertensive medication during their first year of treat
ment. The study was limited to patients over the age of 40 
who survived for the first year after treatment. They could get 
their medication with only a $1 copayment. These patients 
consumed an additional $873 per patient in health care 
during the first year, not counting a reduction in prescription 
drug cost of $281. Increased costs were due primarily to an 
increased hospital expenditure of $637.63 

Which Approaches To Adopt? 

As in the previous chapter, the various managed care tech
niques described here are offered as possibilities. Evaluating 
whether to implement one or more requires making a judg
ment about their likely usefulness in producing a more cost
effective match between available resources and successful 
performance. Unlike making a decision to buy from one or 
another vendor, however, implementing managed care meth
ods for controlling service utilization changes the organiza
tional configuration of health caredelivery in prisons in ways 
that might not be foreseen easily. Staff and prisoners might 
develop ways of accommodating themselves to new require
ments without really changing their behaviors. Or worse, 
perverse results might ensue, making the health care system 
less cost-effective. Consequently, monitoring operations 
after making changes is important. 

For managers to monitor their ongoing operations and to 
learn the results of implementing one or another managed 
care technique in the hope of reducing costs while preserving 
orraising quaHty of care, information-collection procedures 
need to be well developed. As discussed in chapter 6, these 
management information systems need to integrate inform a
tion about re.lOurce utilization, cost, and the demand for 
services. 
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Chapter 5 

Contracting for Comprehensive 
Health Care 

One means of managing prison health care and, by extension, 
health care spending is to contract with a private firm and 
charge it with the task. This may create the conditions 
supportive of effective management of health care spending: 
fixing a global budget that has to be adhered to; putting 
managers at financial risk for their performance; and en
abling managers to staff the prison health care system 
appropriately, unencumbered by submarket salary levels 
and inflexible work rules. 

Contracting in corrections has a long history. Mostjurisdic
tions contract for specific services, often by specific 
individuals. That is, they may purchase the ongoing ser
vices of individual physicians, psychologists, pharmacists, 
dentists, labs, radiology departments, emergency transpor
tation, hospital care, and various kinds of specialty care. 
Typically this is done not to control the cost of health care 
but to obtain a service that is othenvise unavailable in 
prisons or is not needed frequently enough to justify hiring 
staff. However, a strategy of widespread contracting, and 
especially competitive bidding for these contracts, can be an 
important method of cost containment by public managers. 
A health care administrator in the Illinois Department of 
Corrections reported that contracting and competitive bid
ding have been theprincipal cost control strategies that they 
rely upon. The department has many different contracts, 
with a variety of providers for different services, and con
tractors are "getting pretty hungry for work out there."1 In 
Illinois, health care administrators are purchasing discrete 
services but not the mallagement of the entire health care 
service. Some prisons, and a few State prison systems, do 
have experience with contracting for comprehensive health 
care services, however. There is also substantial experience 
in the free community with contracting for management 
services in public hospitals under conditions that resemble 
prison health service systems. 

This chapter explores the emerging practice of contracting 
for comprehensive health care services in prisons orin entire 
prison systems. It discusses: 

The development of comprehensive contracting for 
prison health care. 

The variation in the scope of contracts. 

Risk-sharing arrangements. 

• Liability issues. 

• The reported benefits and risks of such contracts. 

• Quality assurance and monitoring. 

• Costs and savings. 

• The experience of contracting for hospital management 
in the free community, and re8earch on the benefits that 
contract management actually bring. 

• "Full-line" and specialized management contracting 
arrangements. 

• The importance of monitoring performance. 

The Emergence of Management 
Contracts for Correctional Health 
Service 
Many States and local governments turned to contracting 
because their ability to deliver health care services was 
exceedingly weak. One of the earliest local contracting 
relationships was struck up between the New York City 

• Department of Correction and Montefiore Hospital in 1973 
becauseit was thought, according to two observers. that "one 
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cause of the riots of 1970 [in the New York City jail system] 
was the disastrous state of prison health care."2 In State 
prison systems, the common pattern was a Federal court 
finding of inadequate health care, court orders to remedy 
substandard conditions, and a turn to contracting to remedy 
the deficiencies. In 1978 the first contract to manage and 
operate an entire prison's health care delivery system was 
signed in Delaware, under pressure from the Federal courts. 
In the subsequent year, the Alabama Department of Correc
tions signed a contract for the management and operation of 
its health care delivery system. By 1985 three States relied 
on management contracts for all or most of their health care 
services; Arkansas contracted for its medical services but 
not for dental and mental health; and in five more States 
some institutions were under contract.3 By 1989 Alabama, 
Maryland, Delaware, and KahSas had contractors provide 
all health services in all prisons. In a handful of other 
States-Illinois. New Mexico, Georgia, Pennsylvania, and 
South Carolina-a number of prisons were contracting for 
some health services.4 Most other States relied on contract
ing for more discrete services. A national survey sponsored 
by the National Institute of Corrections found that the most 
commonly contracted services were for individual physi
cians (76 percent of the surveyed agencies), general health 
services (71 percent), and mental health care (67 percent).s 
Unfortunately, this survey did not document the range in 
contracting services in each jurisdiction, but the majority of 
all such contracts at that time were certainly limited to 
discrete facilities, rather than entire prison systems, and 
limited even further to specific types of services (for ex
ample, medical, dental, or psychiatric services). 

In some jurisdictions, contracting for health services is 
infeasible. For example, because of the presence of a strong 
labor union in Hawaii, the department cannot easily contract 
for comprehensi ve health care services. 6In Rhode Island, the 
department's contractual agreement with the public employ
ees' union includes a "no contracting" provision.7 

The most common reason for contracting has been to obtain 
needed health care staff. As late as 1978, correctional offi
cers and medical technicians in many States were the primary 
health care providers for prisoners. They administered medi
cations, screened prisoners for doctors' visits, and provided 
emergency medical care. Largely in response to litigation in 
Federal court, correctional departments sought out health 
care professionals. However, physicians, nurses, and other 
health care professionals have been in short supply, espe
cially in the rural areas in which many prisons are located. 
Finding competent staff was obstructed also by a mismatch 
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between government salary schedules and market rates for 
health care professionals. In the Bureau of Prisons in the late 
1980's, for example, the highest annual salary that could be 
paid to a staff physician was $75,000. Because physicians 
were able to obtain higher salaries elsewhere, and because 
working in prisons is unappealing to many, several correc
tion departments have been unable to hire sufficient staff. 

The ability to overcome the constraints of State personnel 
regulations is among the most frequently cited benefits of 
contracting. In the 1984 NIC survey, public correctional 
officials listed as the advantages of contracting in general 
(not limited to health care services): "flexibility in staffing," 
"professional service," "availability of staff," "provision of 
24-hour coverage," and "wide range of expertise."8 

Scope of Contract 

The scope of services performed by contractors varies along 
three principal dimensions. First, contractors obligate them
selves to perform only specific clinical services or, at the 
other end, all health care services. For example, contractors 
may provide only medical services or dental services or 
mental health services or other ancillary services-such as 
laboratory, radiology, pharmacy. Second, contractors may 
be engaged to provide personal services only, provided, for 
example, by physicians, psychologists, dentists, and/or 
medical technicians, or they may assume responsibility for 
"lanagement functions as well. In free community hospi
tals, some firms provide only management services under 
contract, and not staff. In the prison health care industry, 
contractors that provide management services typical1y 
provide other staff as well. 

Third, firms may be contracted to provide services to one, 
several, or all prisons in a State's system. In general, the 
opportunity to achieve cost savings by means of managed 
care strategies probably increases as the scope of services 
and serviced population increase. That is, if contractors are 
given the responsibility for managing as well as providing 
personnel and are given a broad range of services to be 
responsible for as well as a number of institutions, their 
ability to organize health care resources more cost-effec
tively is enhanced. As discussed below, the Georgia Depart
ment of Corrections concluded thatthe cost savings resulting 
from comprehensive health care contracts in one prison were 
probably insignificant. but that savings would probably 
accrue if health care in all the State's prisons was brought 
under a single contract. 



Sharing Financial Risk 
CDntractual arrangements mDst likely to. encDurage effective 
CDst cDntrDl are probably thDse that establish a price fDr 
delivering health care and put the cDntractDr at risk DfIDsing 
mDney if it fails to. keep CDStS within budget. CDst-reimburse
ment cDntracts typically create fewer incentives to. restrain 
spending. MDreDver, incentives to. cDntain CDSts are prDb
ably greater if the cDntractDr is Dbliged to. CDver the CDSt nDt 
Dnly Df primary health care but also. Df secDrrdary and tertiary 
care purchased frDm Dutside cDnsultants and hDspitals. 

Asking a cDntractDr to. prDvide health care at a fixed price, 
given the prospects Df catastrophic iIiness Dr injury Dr AIDS, 
pDses an DbviDUS problem. HDW is the impDssible-tD-fDresee 
case that CDstS hundreds DfthDusands Df dDllars to' be insured 
against? One pDssibility is to. require cDntractDrs to. cDverall 
pDtential cDStS, thereby creating the mDst demanding incen
tives fDr CDSt cDntrot (Arkansas has dDne so. in its recent 
cDntract.) The cDntractDr's DptiDns in such a case are either 
to. purchase an insurance pDlicy from a third party Dr to' self
insure by fixing a price fDr services that is high enDugh to' 
build up a large reserve. 

AnDther DptiDn is fDr the cDntracting agency-the State-to. 
insure the cDntractDr against such events. One methDd is to. 
fix a specified cap Dn the cDntractDr's liability. The State Df 
Tennessee, fDr example, requires the cDntractDr to. pay fDr all 
treatments but limits liability to. $25,000 per inmate, Dr 
$50,000 fDr incidents invDlving multiple inmates. CDSts 
exceeding thDse amDunts are paid by the State. In additiDn, 
the cDntractDr is nDt liable fDr AZT treatment Dr its succes
sDrs, Dr fDr hDspitalizatiDn fDr AIDS. HDspitalizatiDn fDr 
AIDS-related cDmplexes is paid fDr by the cDntractDr, hDW
ever.9 Other States have variatiDns Dn this theme, setting 
liability caps at different levels, with different types Df 
exclusiDns fDr very expensive treatments. FDr example, the 
cDntract fDr cDmprehensive health care in the GeDrgia pris
DnsincIudes a graduated cDst-sharing arrangement, whereby 
the department will pick up a progressively larger share Df 
the CDst Df expensive treatments exceeding $25,000. IO 

In 1993 Tennessee signed aCDntract including an interesting 
cDntractual structure that created incentives bDth to' cDntrol 
CDStS and to' ensure an adequate level Df service. Half Df the 
cDntractis essentially Dfthe cDst-plus-fixed-fee variety, and 
the Dther half establishes a fixed price. Services provided Dn 
a cDst-plus basis include all CDStS Df Dperating Dutpatient 
clinics and infirmaries, including salaries, fringe benefits, 
Dffice supplies, travel expenses, and sO. fDrth. The State 
reimburses the cDntractDr fDr all CDStS incurred fDr these 
services and pays the cDntractDr anDther 10 percent as a fee. 

This permits the State to' aVDid paying the cDntractDr if 
demand drops Dff and CDSts gO. dDwn as a result. Further, the 
cDntractDr is nDt at risk if demand increases mDre than 
expected. But because the State wants to' cDntrol the CDst Df 
Dutside hDspitalizatiDn, dental services, and pharmaceutical 
supplies, payment fDr these is at a negDtiated fixed price. 
There are SDme limits o~ the cDntractDr' s liability in expen
sive cases, as discussed earlier. lI This fixed-price tier Df 
services creates powerful incentives fDr the cDntractDr to. 
control their use and to. negDtiate favorable purchasing 
agreements. AccDrding to. the department's health services 
administratDr, the State is "exceptionally happy with the 
arrangement and the service to. date." It is, in his wDrds, an 
"exceptiDnally successful prDgram."12 PriDr to signing the 
contract, fDr example, the State spent abDut $90,000 a year 
fDrdrugs at the WDmen' s prisDn. The cDntractDr is repDrtedly 
spending abDut $32,000 per year. The cDntractor "can be a 
IDt tDugher with the inmates than Dur people can." "Our 
people tend to. pass Dut drugs for the placebo effect, whereas 
their peo'lle are much mDre restrictive."13 Similarly, the CDst 
Dfmedical services at the women's prisDn dropped frDm an 
average Df $90,000 per month to. $62,000 per month fDllDW
ing the beginning Df the cDntract. 

Certain types Df cDmpensatiDn arrangements may expDse the 
government to. unanticipated risks. For example, in Dne Dfthe 
early cDntracts for private imprisDnment services, the CDr
rectiDnal CorporatiDn Df America contracted with Hamilton 
CDunty, Tennessee, to Dperate its 412-bed penal farm at 
ChattanDDga. The reimbursement scheme was fixed at $21 
per day fDr each inmate in custDdy. HDwever, a stern drunk
driving pDlicy resulted in far mDre persDns being sent to. the 
penal farm than the county had anticipated, which resulted in 
the cDunty's paying far more than it had budgeted for 
contractDperations. In subsequent years, cDntract prDvisiDns 
were changed so. that the servicing Df additiDnal prisoners 
was cDmpensated at an estimated marginal CDSt, as opposed 
to. an average per diem cDSt.14 

The Delaware cDntract fDr health care services includes a 
similar provisiDn, with bDth fixed and marginal rates Df 
cDmpensatiDn. The base cDntract price per month prDvides 
cDmpensatiDn to. the cDntractDr fDr all services delivered to. 
a specified number of inmates ad then a marginal per diem 
price for services delivered to additiDnal inmates. The mar
ginal per diem cost is established by asking the cDntractor 
what the marginal CDst Df adding Dne inmate to. the base 
amDunt wDuld be. This per diem price is then fixed in the 
cDntract. If the populatiDn runs 10 percent abDve the speci
fied base levels, the cDntractDr and the State agree to. renegD
tiate thecompensatiDn arrangement and the marginal costs. IS 
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This is because marginal costs in correctional systems re
main low, up to a certain-sized increase in population, and 
then jump up substantially as new staff are hired and facilities 
constructed. 16 

Liability 
It is well established in law that governments retain legal 
liability for services rendered by contractors. The Federal 
government's liability for privately detained prisoners was 
affirmed in a case involving the death of an illegal immigrant 
trying to escape from a privately operated holding cell.17 In 
a more directly applicable case, the U.S. Court of Appeals, 
Eleventh Circuit, held that the provision of health care 
services in a Florida jail by a private firm acting under 
contract constituted a "State action" for the purposes of 
establishing the government's liability .18 The U.S. Supreme 
Court reaffirmed this principle in West v. Atkins, 1988, in 
which the court considered the question of "whether a 
physician who is under contract with the State to provide 
medical services to inmates at a State-prison hospital on a 
part-time basis acts 'under color of State law,' within the 
meaning of 42 U.S.C. Section 1983, when he treats an 
inmate." The Court concluded that it did. 

Contracting out prison medical care does not re
lieve the State of its constitutional duty to provide 
adequate medical treatment to those in its custody, 
and it does not deprive the State's prisoners of the 
means to vindicate their Eighth Amendmentrights. 
The State bore an affirmative obligation to provide 
adequate medical care to West; the State delegated 
that function to respondent Atkins; and respondent 
voluntarily assumed that obligation by contract. 

Because governments cannot shield themselves from liabil
ity for contractors' actions, governments should establish 
clear standards of care and should monitor contractors' 
performance. 

Benefits of Contracting 
A common report in interviews with correctional health care 
professionals is that contracting for management and opera
tion has succeeded in raising the level of correctional health 
care. For example, the Tennessee women's prison kept 
failing a mock ACA audit of health care services until it 
contracted with a national firm to manage its health care. 
Within a few months of signing the contract, the actual ACA 
audit took place, the medical section of the facility scored a 
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99.6, and the institution earned accI'editation.19 Kansas be
gan contracting in 1988, because prior to that there was 
almost no prison health care system to speak of in the State, 
and the "rudimentary" state of health care had become 
increasingly unacceptable. A Federal court order required 
that the system be reformed, and the State turned to a 
contractor to implement the court's demands. Since then, 
health care in the State's prisons has improved dramati
cally.20 In both Georgia and Delaware, the performance of 
the contractors has exceeded the requirements established by 
the States.21 In Arkansas, contracting was chosen as the 
means of bringing its health care system in compliance with 
the Federal court order.22 

Some State departments of corrections have relied on 
contractors for their expertise in recruiting staff profession
als, consulting specialists, and other health care profession
als. Contractors claim that they bring special expertise in 
recruiting health care professionals and rely upon a national 
network. Some contractors report that they recruit nurses in 
areas either wi th surpl uses-in Canada, for instance--or that 
are economically depressed, where nurses' salaries are low. 
In the event of a crisis, the contractor is able to draw upon its 
own experts within its organization for short assignmentsP 
Contractors may be more skilled at negotiating advanta
geous rates with hospitals.24 

Another perceived benefit of contracting for health care 
services is that contracting enables prison administrators to 
sharpen their focus on their core mission-secure correc
tions-and to delegate the day-to-day administration of 
ancillary services. As one Tennessee correctional official put 
it, contracting appealed to him because "all these problems 
of organizing health care become the contractor's prob
lems."25 By delegating responsibility for the production of 
the service to the contractor, the correctional official is able 
to focus entirely on the quality of the output of that service
health care delivered to inmates. Contracting is a common 
method of enhancing public managers' control, even though 
by doing so, public managers appear to be giving up control 
over the production of the service. "One of the most impor
tant managerial uses of a make-buy boundary is to protect an 
organization's ability to focus on w hatitneeds to see clearly 
and ignore what it does not."26 "In particular, most of the 
daily operational crises in a supplier's organization will be 
kept off the purchasing agency director's desk." As an 
Arkansas health services administrator says, "Delegating the 
production of health care services converts the department 
into a consumer of services, which creates an alliance be
tween the department and the inmate in the health care 
relatiol1ship.'>27 



According to one correctional administrator, being at finan
cial risk encourages good performance. If contractors are 
going to stay in business, they have to meet the needs as they 
arise. Employees of contractors have incentives and bo
nuses that make them "more productive and more caring." 
Contractors, he believes, provide a health care system thatis 
"more professional" than employee-based systems.28 

Risks 
Contracting for health services has its risks, some of which 
can be minimized. Contractors, by their insensitivity or, in 
the worst case, by going bankrupt, may burn bridges between 
the department and the community of outside health care 
providers. For example, in Arkansas the first contractor to 
deliver medical services to the State's prisons went bankrupt 
and left many outside providers holding unpaid bills. One 
way of minimizing this is for the department to pay bills for 
outside services directly, even though the services are re
quested and authorized by the contractor. This is Arkansas' 
current procedure and Tennessee's also. 

An additional risk has to do with the reversibility of the 
contracting decision. The I arger the contracting program, the 
less easily is the decision reversed. Even if the government 
retains its ownership of facilities and equipment, re
staffing in the event of contractor termination, or in the 
event that the agency simply wants to resume direct provi
sion, may be difficult. An already-constrained public per
sonnel pool will be even more limited, and there may be a 
long lag before new personnel can be recruited and trained. 

Moreover, the more an agency relies on contracting for 
health care services, the greater the threat of disruptions in 
service by strikes and bankruptcies. When considering con
tracting, it is important to ask if a larger program can be 
sustained in the long run and if there will be a sufficient 
number of provider organizations to avoid the creation of 
contractor monopolies and a diminution of the benefits that 
flow from open-market competition. These risks can be 
minimized by contmcts with a narrow scope of services, or 
for a limited number of prisons, but the gains accruing from 
such limitations may be offset by the decreased ability of the 
contractor to manage costs effectively. 

Quality Assurance and Monitoring 
The key elements of effective quality control in contractual 
health care are deceptively simple: (1) a contract that clearly 
specifies all expectations, incorporating measurable indices 

of performance, (2) payment provisions that create incen
tives for efficiency without simultaneously offering 
disincentives to maintain standards of care, (3) rigorous 
monitoring procedures designed to identify and establish 
the means for resolving problems. Applying these tenets in 
a health care setting is extremely difficult. The available 
standards-not only those of JCAHO, but also of the ACA 
and NCCHC-are necessarily procedural, not substantive. 
Ultimately, the provision of appropriate patient care relies 
on the informed judgments of an array of professionals 
whose decisions are difficult to codify and hard to regulate. 
Monitoring these decisions requires sensitive information 
systems and well-trained health care professionals on the 
side of the contracting agency. Whereas all health care 
delivery systems in correctional settings, whether con
tracted or provided directly, require effective monitoring, 
contracting requires that external monitoring procedures be 
established under the department's control, which adds a 
layer of supervision that does not typically exist when these 
services are provided directly by the department. 

Concerns about quality of service are probably heightened 
when the services are to be delivered by for-profit contrac
tors whose profits are at financial risk. In theory, at least, it 
is notin a contractor' s long-run interest to attemptto drive the 
quality of service down in order to maximize short-run 
profits, because this strategy increases the risk ofhavlng the 
contract terminated or of losing the contract at the time of 
recompetition for it. However, a 1984 survey of contracting 
experiences in corrections (not limited to health care con
tracts) reported that the eight most common complaints by 
161 respondents to the survey included difficulty in supervis
ing others' employees; poor quality of service; nonprovision 
of the promised service; difficulty with bidding process; 
service not provided on time; difficulty in regulating service 
quality; having to take low bid and poor quality; and unsat
isfactory payment arrangement.29 

To encourage compliance with specified performance stan
dards, contractors frequently are required to post perfor
mance bonds. In lieu of a performance bond, Delaware 
includes in its contracts what it believes is a more effective 
incentive: provisions for liquidated damages. If staffing 
specified in the contract falls below a certain level, or if the 
contractor terminates service without sufficient notice, the 
contractor is given 30 days from the date of a notification to 
rectify the deficiency. If after 30 days the department is not 
satisfied that the contractor has resolved the deficiency, the 
contractor agrees to pay the department the sum of $2,000 
per calendar day for each day that the contractor fails to 
provide services that. are acceptable to the department. The 
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contractor understands and agrees that this amount is to be 
paid as liquidated damages and not as a penalty. The depart
ment prefers this arrangement to reliance on a performance 
bond because of the difficulty in affixing actual damages. 
The contractor is not liable for liquidated damages when the 
failure to provide acceptable services arises as a result of any 
reason beyond its control, including strikes or other labor 
disputes, inmate disturbances, acts of God, or other similar 
causes beyond the reasonable control of either party. 30 

Costs and Savings 
The effect of contracting on spending, especially for com
prehensive health care services, has not been evaluated 
systematically in any State. Such comparisons of the cost of 
public and private provision are exceedingly difficult, not 
only because of differences in accounting procedures used in 
public and private domains, but also because prison health 
care services are not commonly constituted as a complete 
"cost center" in correctional accounting. That is, the costs of 
services provided in connection with inmate health care are 
borne by a variety of a(;counts (for example, transportation 
and custody staff salaries), and even by other noncorrection 
agencies and accounts. For example, in many jurisdictions, 
expenditures for employee retirement benefits are paid not 
by the departments of corrections, but by separate accounts 
for government employee fringe benefits and retirement 
fund contributionsY Lacking such comparative studies, how
ever, some correctional officials believe that contracting for 
health care is more costly than direct provision. For example, 
one official identified both the profit earned by the contractor 
and the contractor's general and administrative overhead 
costs as expenses that the State would not have to pay if it 
provided the service directly, and he estimated that the 
difference between the cost of direct provision and provision 
by contractor equaled that amount.32 

These estimates should be read with caution, however. First, 
it is extremely difficult to identify the true costof government 
service. Because many costs may be spread across different 
agency budgets and government overhead accounts, public 
officials may be judging comparative costs against an inac
curate standard. Second, the comparisons tend to make 
assumptions about "other things being equal." That is, the 
cost of providing the same services directly would be x 
percent lower than the contractor's price, other things being 
equal. But this puts no value on the contractor's being able 
to provide the level of service in the first place and con'e
spondingly ignores the State's inability to bring staffing or 
services up to the contractor's level. The real comparison, 
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consequently, is between the cost and value of the contractor' s 
services. and what the government agency would pay to 
deliver the service in the absence of contracting. Agency 
officials in some jurisdictions generally recognize this and 
choose what they perceive to be the higher costs of contract
ing precisely because they are unable to provide the services 
directly at acceptable levels. 

Parallels in the Free Community: 
The Experience of Contracting 
for Hospital Management 
The contract correctional health care industry emerged at a 
time when asimilar industry was growing in the free commu
nity. Indeed, one of the largest private correctional health 
care firms-Correctional Medical Services-is a subsidiary 
of ARA Services, Inc., a firm providing contract manage
ment of hospital services with revenues exceeding $4 billion 
a year. 

In the wake of the creation of the Medicaid and Medicare 
programs in the mid-1960's, the private for-profit hospital 
grew at a fast pace. The MedicaidlMedicare programs in
creased demand for health services and created a new kind of 
health care custom"er, able to choose a facility and afford its 
cost through public payment. Credit ratings of hospitals 
became more favorable as a consequence of their financial 
backing by government or large insurance groups, which 
aided capital investment for the construction or acquisition 
of hospitals.33 Because reimbursement was cost-based, the 
incentives for hospital chains to contain costs were not 
compelling. On the contrary. the acquisition of a new hospi
tal offered a profit-making opportunity by revaluing its 
assets and raising the per diem hospital charges reimbursed 
by the Federal government (to recover the now higher
valued cost of capital assets)" By virtue of this accounting 
practice, the private for-profit hospital industry captured 
large sums of public monies to finance its further growth. In 
1981, for example, Hospital Corporation of hinerica pur
chased Hospital Affiliates International for $1.3 billion and 
added $500 million to its book value by correctly revaluing 
its assets.34 

Subsequently, Congress decided to make this practice of 
revaluing assets illegal and moved toward creating more 
competitive market conditions in health services provision. 
Thus, in fiscal year 1984. the prospective payment system, 
and the Diagnostic Related Groups (DRG's) that were cre
ated as part of it, established a reimbursement system based 
on fixed prices for admissions in eachDRGrather than on the 

costs to the hospitals of providing the service. 



Arkansas: Contracting for Comprehensive Health Services 
Since 7987, health care to aI/ prIsoners In the Arkansas prisons has been delivered under a single 
contract. Rather than negotiating a number of contracts for discrete health care services or for more 
regional/zed health care del/very, the State has chosen (1 sIngle comprehensive contract In the hope 
of provIding an Integrated health care del/very system, The contractor has responsibilIty for managIng 
and deliverIng health care to prisoners, including outpatient and Inpatient services, associated 
admInIstratIve servjces, and supplies to all prisoners, Including pharmaceutical supplies. The contractor 
servIces a/l prIsoners held In cell bfocks by means of sIck calf and outpatient visits, those conflned In small 
Inflrmarles at each of the prisons, and prisoners receIVIng Inpatient care purchased from local hospitals, 
The contractor also provIdes care for prisoners housed In or passIng through the 32-bed Diagnostic and 
Inpatient Care Facility. This facility, a skilled, nonacute care unIt located at PIne Bluff, provides 
outpatient care, physical examinations for a/l new commitments to the department pre- and 
postsurgical and recovery, convalescence, and chronIc care. The contractor Is responsible also for 
negotiating agreementi'i and relatfonshlps with local hospItals to provIde servIces that the contractor 
cannot provide directly, The only health care not managed or delivered by the contractor is for mental 
health care, which is provided directly by the department. 

At present the Arkansas Department of Correction (ADC) houses apprOXimately 9,000 inmates In 13 
prisons. In additIon, the department manages 4 regional Jails in the state. The contractor Is not obliged 
to provide any services In one regional Jail: In another, It Is responsible for all care; In two others, the 
contractor is responsIble only for on-sIte care. During flscal year 7994, the department's total budget for 
health care was $73. 1 millIon for an estimated average daily population ofB, 121 Inmates. This amount 
represented approximately 17-20 percent of the department's total budget. The department spends 
approximately $ 7,700-$1,900 per Inmate annually for health care. 

The department first contracted for medical servjces in August 7987, because the level and quality of 
services being provIded dIrectly were not acceptable. At the time, the department was under a court 
order to remedy unconstItutIonal conditions of confinement, Including Inadequate health care. The 
department found It dIfficult to staff Its prisons with health care workers partly because State personnel 
regulatIons were set at submarket rates and dId not afford the department the flexiblJlfy it needed to 
attract medical staff to the prisons. There also existed a national shortage of nurses. At that time, the 
University of Arkansas Medical Center was having to recruit from England Australia, and Canada. The 
department's ability to recruit health care personnel was also hindered by the low status conferred on 
prison health care and by the lack of support servIces afforded bY the department. Once recruited, the 
department had a hard tIme keepIng qualified staff, and turnover was hfgh. The absence of stable and 
competent staff resulted in poor record-keeping practices, poor quality control, and excessive reliance 
on outside provIders, IncludIng excessive use of hospitals. Other State agencIes were not able to provide 
the service to the department. The department asked the University of Arkansas Medical Center to 
provide services to the prison system, but the university did not agree to do so, 

To overcome these obstacles, the department chose to purchase a health care system in toto rather than 
to build it up piece by pIece, Consequently, in 798 T a contract was signed with Health Management 
Associates (HMA). InitIally, HMA had been requested to coordinate servIces provided by outside 
providers, but HMA saw that It could bid to provide for health care dlrectfy, augmented by outside 
provIders. HMA heJd the contract until 1987 when it lost the bidding competition to PHP Healthcare 
Corporation. 

The current contract specifies that the contractor "will provide a system of medIcal care services to 
Inmates at the ADC through a staff of qualifled medical, technical and support personnel." The 
contractor Is required to provIde all staff, but the department does not specify how the staff must be 
deployed, The contractor makes provisIon for the reasonable and necessary medical care and 
treatment of all inmates In the system, IncludIng, but not limited to, routIne physIcal examInations, 
examination and treatment of Inmates on sIck call at regularly scheduled times at all facilities, 
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examination and treatment of inmates requiring emergency medical care or attendance of any 
acute or chronic illness condition and the referral of inmates who In the judgment of an examining 
physician require spec/allzed care by medical consultants or in a medical facility outside the 
correct/onal system. In addItion the contractor Is obliged to implement and utilfze on Internal quality 
assurance and peer review program that monitors the o'ay.fa-day del/very of medical care and the 
profess/onal conduct of the staff. The contract also seTS requirements regarding speed of service, 
access to core, proper response to emergency conditions, and coordination among Arkansas 
Department of Correction's security and transportation staffs and the contractor's health care staff. 
The contractor Is obliged to provIde on-site specialty clinics In orthopedics, EN!' dermatology, internal 
medIcine, cardiology. and ophthalmology/optometry, as well as a pharmacy program and aJl 
required staff. 

80th the contractor and the health services division operate wIthin a fixed annual global budget but 
the contractor is not held to specified per-Inmate expenditure caps. Instead the contractor Is able to 
organize its health care services asitsees fit, as long as Itstays within the establIshed budget and performs 
all the requIred functions adequately. The budget Is estabJ/shed In the procurement process by means 
of offering assessments of what It will cost to provIde a list of specified services to a specified number of 
Inmates, at a per Inmate/month rate. The Arkansas Department of Correction reviews the assumptions 
employed by the contractors to develop these est/mates and chooses the winning bid on the basis 
of cost strength of staff, and other aspects of the contracting firm. The contractor Is then paid monthly. 
the amount based on the average dally population of prisoners multiplied by an established "Inmate 
per month cost factor. ' 

The department pays the bills for the provisIon of servIces by outside providers-special/sts for 
ambulatory core, emergency room visits, hospitalization fn an outside facility, renal care, or labora
tory/diagnostics procedures performed In on outs/de health core facility. For these services, the 
department receIves the bills, reviews the claims, sends them to contractors to verify that the servIces 
indicated were In fact received, and then pays the bills. Each month, the amount paId for these 
outsIde services Is deducted from the contract amount and the balance Is reimbursed to the 
contractor. In this manner, the contractor is at risk for overspending, although in the case of some 
extraordinarily high costs, the contractor and the department meetto determine how these high costs 
are to be shared. 

During the early 7980's, this reImbursement practice was not followed. Then, the contractor paid aJl 
bills directly. However, when the first contractor went bankrupt many providers were left with unpaid 
accounts and thereafter refused to serve State prisoners. To protect Its relationshIps wIth health care 
provIders in the communfty, the Arkansas Department of CorrectIon now assumes responsibJllty for 
paying those bills directly. 

Through 1988, the contract/jm/ted the contractor's liability to $35,000 perinmate annually. Expenditures 
In excess of that amount were the department's responsibility to pay. In 1997 the agency negotiated 
a contract that had no spending caps, and the contractor assumed responslbfllty for all health care 
costs. The State chose to do this because over a two-year period /t accumulated $1.5 mlllion In 
spending for cases that exceeded the $35,,000 cap. To obtain this additional amount the department 
had to go back to the legislature for a supplemental appropriation. Locking an expenditure cop, the 
contractor is charging a higher amount to provide servIces to the State, but the Increase in the 
contract amount was less than the $1.5 million that the State hod paid previously. In the face of 
worsening health conditions among Inmates-that Is, a higher prevalence of AIDS, cancers, and TB
the department chose to pay a slightly higher cost to the contractor to Increase the certainty of Its 
future expenditures rather than gamble on on uncertain overdraft amount. 

80th the contractor and the department are now pursuing a number of cost-containment strategies, 
above and beyond contract/ng Itself. Wherever possible, the contractor negotiates an advantageous 
rate of compensation from conSUltants and other outside prOViders. Some agree to accept Medicaid 
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rates, others agree to discount their usual fees or charges. A number have agreed to give 70-20 
percent discounts in return for the prompt payment of bills. By instituting a speedy payment process, 
the department has become the best-paYing organization In the State, settling within 74-30 days. 
These d{scounts for prompt payment have generated substantial savings to the department. 

The contractor also has Instituted a utilization management system to control the use of secondary 
care. In recent years, however; utilization management and revIew procedures have deteriorated, In 
part as a result of the stress experIenced by expanding the health care system into newly constructed 
prisons. When new prisons were built the contractor had to negotiate agreements with new local 
providers and, in some places, did not establish adequate review and certification procedures with 
these hospitals and doctors. The department therefore contracted with an external revIew organiza
tion to assess the contractor's utilization management and quality-assurance procedures, to recom
mend improvements, and to monitor the contractor's subsequent performance. 

Correctional health care officials In A/kansas believe fhat it Is unwIse to specify too ciosely how the 
contractor will organize its delIvery system to carry out its obligation. Consequently, the request for 
proposal specified in quIte generic terms the general nature of the contractor's role, the services that 
must be provided, and the standards to be met. It left to the contractor the responsibility for deciding 
the most cost-effective way of deliverIng the service. In this wa)0 the State corrections administrator is 
able to focus not on the nuts and bolts of defivering health care but on the nature and quality of the 
output-the medical and health care given to inmates. In this sense, the State becomes a consumer 
of health care services provided by the contractor; and the health services administrator says that the 
department Is able to become an advocate for the inmates. Because the health care administrator 
seeks to have a health care system that Is as Independent an arm of corrections as possible, 
contracflng for this service enhances this independence. 

The department requires a number of quality-control procedures and has Instituted a variety of ways 
of monitoring the qualify of care directly. The contract requires thatthe contractor meet both ACA and 
NCCHC standards and that It estabfish an Internal qualify assurance program. Faced with a rising 
number of grievances by prisoners and flied lawsuits charging Inadequate access to health care, the 
department contracted with an external review organIzation to assess the quafify assurance program 
and to recommend changes, as mentioned above. In addition, this thIrd-party review organization Is 
assisting the contractor In developing better procedures for making clinical decisions. 

Costs 
In 1989 one of the health care administrators for the department estimated that the services provIded 
by the contractor could be provided directly by the State for about 13 percent less-the amount the 
contractor charged for its fee and overhead expenses. However; this ignores the question of whether 
the department could In fact provide the services that the contractor provides at even the same cost 
as the contract amount. The current health care administrator believes that It would be almost 
impossible to duplicate what the contractor Is doing. "We want to do it IT he says, but he reports that 
the State personnel requirements are too rigid to permit a cost-effective service del/very system 
provided directly by State employees, In other words, the constraints that led the department to 
contract in the first place continue to exist. 

In summary, the department's managers bel/eve that even with the apparently higher cost of 
contracting, the State Is receiving several important benefits. The first is that the department's 
managers are able to achieve a sharper focus by delegating management of day-to-day medical 
care to a contractor. Thus they are able to devote a greater portion of their time both to the core 
mission of the agency-secure corrections-and to the end products of the health services. Second, 
the departmentbelieves that If Is reducing Its exposure to inmate lawsuits because both the inmates 
and the courts apparently perceive that Inmates are getting better care than the department would 
be able to provide directly. One of the department's off/clals sums this up by saying that the 
"deportment should not attempt to force costs lower and run a program whIch loses credibility-and 
wInds up cost/ng more Inthe long run. iI . 
. 
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Georgia Moves From Partial to Comprehensive Contracting 
Since 1980, the Georgia Department of Corrections has contracted for health care services or 
personnel in most of Its correct/onal facll/tles. The department began with a limited contract to provide 
personnel needed to def{ver primary health care In the State's prisons. as well as for more comprehen
sfve contractor-managed health care rn two facl/ltles. In 1994 the department abandoned Its 
strategy of partial contracting and signed a contract with a single firm that assumed responsibility for 
delivering comprehensive health care in a/l of the State's prisons. 

Under pressure from Inmate Iltfgat/on chargfng Inadequate health care and, In 1983, a Federal court 
order in Gutherie v. Evans, the department undertook to improve its health care delivery system. The 
department confronted a number of obstacles, however. Many of the State's prisons were in remote 
areas and were difficult to staff. State personnel regulations limited compensation at submarket levels 
and prohibited flexibility in hiring arrangements that could have helped the department to attract 
qua/fffed staff. Difficulties In staffing were compounded by the shortage of nurses and physiclans' 
asslstants In the region. The department consequently engaged a contractor- Correctional Medical 
Senllces (CMS), to provIde medical staff at 10 of the 12 facilitIes. The department Issued a request for 
proposals (RFP) listing the administrative and medical positions that were to be ff/fed and offered the 
contractor a flat rate for its seN/ces. Under thls personaf service contract the contractor was obliged 
to provide fully licensed and qualffled health care personneL In the numbers and types specified in the 
department's RFP, to deliver prImary heafth care to Inmates in the identified institutIons, to provide 
dental services. to provideskJ1led nursing services and/or medlcaf observation within an infirmary setting 
for chronically ill prisoners, and to make available outpatient diagnostic and treatment services and 
specialty consultation. The contractor was obliged to provlde access to outside secondaryand tertiary 
services as needed through the del/very of pre- andpostoperative care. The department covered the 
cost of these speclaJ/sts' services and of hospitallzatlon. even though the contractors' medlcal staff 
made the referrals. Not being at finanCial risk, nor being responsible for administering the overall 
provision of health care at these faciflties, the contractor had no compelling financial incentive to 
manage the utilization of expensive off-site health care resources effect/vefy. 

In two other facilities, the department contracted for comprehensive health care as well as staff. 
again with CMS. One was for services at the Augusta Correctional and Medical Institution (ACM!), a 
735-bed facility that operates as the maIn referral center for the department. Until recently, it was an 
Infirmary on the site of a 600-bed prison that provided primary health care to prisoners in that facility 
and also served as a focal poInt for delivering secondary and tertiary care to prisoners referred there 
from all prisons In the State. Until the spring of 7989, off surgIcal procedures were done outside the 
department at the Human a Hospital in downtown Augusta. In 7989 the State constructed two 
surgical suites at ACMI so that general surg/cal procedures could be delivered behind prison walls 
without Incurring the high cost of transportation and security In community-based hospitals. The state 
has averaged about 600 to 750 procedures a year since then. primarily general surgery, orthopedic, 
and ENJ: but not tertiary-level procedures, which are stili done In outside hospitals. 

At ACMI the contractor is obliged to offer the same services as In the other facilities, but also staff 
surgeons. If other consulting surgeons are needed the department retains them dIrectly and compen
sates them by means of an individual contract or on a fee-for-service basis. Likewise, the department 
agrees to pay the cost directly for specialists needed for consultat/on In nonsurgIcal matters and covers 
the costs of alf hospitalizations In tertiary-level medical cases or surgical cases considered to be beyond 
the capability of ACMI. 

In 7988 the department undertook a pilot project to test comprehensive contracting for medical care 
at a single institution the Lowdness Correctional Institution a prison in the town of Valdosta. Georgia. 
This new 750-bed prison for men opened In the sprIng of 1988, and the department signed a contract 
with CMS to provIde a "tota/o program of inmate health care there. The contractor was obliged to 
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provide all administrative and clinical staffing and all supplies, including pharmacel/tical supplies, 
needed to deliver inmate health care (with the exception of durable equipment that was provided 
by the department). 

This experiment lasted about two years but was abandoned by the department because of Its cost. 
State officials concluded that a sIngle facility with a relatively small populatfon was not sufficient to 
support cost-effective contracting for comprehensive health care services. They concluded that for 
a facility of that size, the State could operate it as cheaply as a vendor. Moreover, State officials 
believed that the services at Lowdness were comparable to services provided at other facilities 
around the prison system. The department concluded, however, that comprehensIve contracting 
would be more advantageous If It encompassed a larger population of Inmates and a larger number 
of Institutions. 

Consequently> the department Issued a request for proposals In 7994 requesting bids for a comprehen
sive statewide contract to deliver a total health care program to all of its Inmates. Virtually all aspects 
of the department's health services system are to be administered and operated by the contractor, 
with the exception of mental health services. The department will retain responsibility for adminlstra tion 
and management of all mental health servIces, as well as for the cost of off acute inpatient psychiatric 
hospitalization. The contractor's responsibilities will be J1mlted to filling specific mental health positions 
at various prisons and providing nursIng support for mental health service programs, Including triage, 
sick call, medication administration, and other necessary nursing support. Under this new contract, 
health care at all prisons, Including ACMI, will be under a single administrator. The department's RFP 
did not specify precisely how the health care services would be staffed and left certain aspects of 
service delivery design to the contractor. The contract Is a fixed-price contract budgeted for 34,300 
prisoners, from which Is derived an annual cap/toted rate for health care services for each prisoner. 
Price adjustments are permitted If the prisoner population rises above or falls below the 34,300 level. 
The amount of the adjustment Is computed based on the capitated, per prisoner rate. 

The contractor has a strong incentive to manage the utilization of expensive services cost-effectively 
because it is at financial risk for all servIces, includIng secondary and tertiary services purchased from 
vendors not employed by the contractor. To enable the contractor to predict its costs and its potential 
/labilities with some degree of certainty, the department agreed to share costs in cases where the costs 
per prisoner of outside hospital care exceed $25,000 per episode. This cap applies to the treatment of 
any contagious Iflness affecting more than one inmate, an injury to more than one inmate arising from 
the same occurrence, any illness affecting a single inmate, or any injury to a single inmate. The cost 
ofthese treatments Is shared in a graduated fashion, with the department and contractor splitting costs 
50/50 for cases ranging between $25,000 and $49,999. For cases costing from $50,000 up to $100,000, 
the department shares 75 percent ofthe burden: costs in excess of $100,000 per inmate per case are 
paid entirely by the department, 

Costs and Benefits of Contracting 

Because comprehensive health care will not be delivered by a single contractor until the fall of 7994, 
it is too early to assess Its advantages and disadvantages In Georgia. As for the earlier contract to 
provide medical staft the department's health services administrator reported that the direct costs of 
contracting were probably higher than they would have been if the state had provided services 
directly, but that "the Indirect cost of litigation and staff hassles probably make contracting cheaper 
in the long run. " in addition to the amount given to the contractor. the department was required to 
spend money for monitOring the contractor's performance-a cost that may not have been as high 
if the department had employed the medical staff directly. However, ~'he question of whether the 
department's costs of direct provision would have been higher or lower Is moot because the 
department chose to contract in facilities precisely because they were unable to hire the staff directly 
in those regions. The department had no choice butto contract for health care servIces atthe Georgia 
state Prison at Reidsville, because it was required to do so by the Federal court. 
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Not surprIsingly, the principal benefit of the earlier arrangement according to the department's health 
seNlces administrator; was not lower cost but the fact that contractors supply the means of provfdlng 
competent health care In the first place In a number of prisons. Because the contractor was a national 
firm. It recruited medical personnel more effectively In the larger natronal market. Not encumbered by 
rules governing the employment of public employees, the contractor reportedly was able to manage 
staff and resolve staff problems more effectively than State managers could have If the medical 
personnel were State employees. As a consequence, the contractor reportedly was able to provide a 
quality of health care that was higher than the department could have met had It tried to provIde those 
seNices dIrectly. The contractor exceeded standards of quality established by the DOC, and the 
contractor obtained ACA accreditation more than a year before the State was required by the Federal 
court. 

With respect to contractIng for medical servIces at ACMlr the department's health servIces admin
Istrator reported that the financial benefits were "essentially a wash. " The department would have been 
paying sImilar rates to surg{cal staff and medIcal staff If procedures were performed In community 
hospitals. Specific surgical consultants were employed directly by the department and were paId In 
accordance with preestablished rates for each procedure: the contractor did not cover the costs of 
consultIng surgeons and physicians at ACMI. However, substantIal savIngs accrue from avoiding a/l of the 
hospital charges that are assocIated wIth surgical care in the larger community. The department 
estimated that spendIng for hospital services was about 50 percent lower when surgical care was 
provided on-site at ACMI. Other savings were Incurred by avoIding the transportation and security costs 
assocIated with managing prisoners off-site in the genera} community hospItal. 

In the late 1970's and early 1980's, a shift occurred in the 
private for-profit hospital industry away from hospital own
ership toward providing hospital management services un
der contract. As it became more expensive with rising 
interest rates to borrow to finance hospital acquisitions, the 
provision of industry expertise to provide management ser
vices to other hospitals was sought as a means of mai ntaining 
company growth. In 1970, with approximately 6,000 hospi
tals in the Nation, only 14 had contracted out their day-to
day management.35 By 1980, according to the American 
Hospital Association, there were 297 such contracts; by 
1985, the number had grown to 595.36 The existence ofa pool 
of noncompetitive public hospitals provided a large market 
for contract management companies to develop their exper
tise. 

Interestingly, prison health care shares many of the charac
teristics of the public hospitals that supported the growth of 
the contract management industry in its heyday. As in public 
hospitals during the pre-MedicaidfMedicare era (that is, 
before 1964), prison health services are delivered largely 
outside a price-driven market; revenues are provided by 

government appropriations; and services are deli vered at no 
cost to prisoners or to indigents (in the case of public 
hospitals). Lacking the necessity of charging patients, pris
ons, like the public hospitals in the pre-MedicaidfMedicare 
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era, have no experience with billing. It was these kinds of 
organizations that sought out the services of hospital man
agement firms. By 1984 approximately 40 percent of all 
hospitals under contract management were State or local 
government hospitals; another 46 percent were secular non
profit hospitals, many of which provided essentially public 
services in a similar fashion.3; 

The term "contract management" in the free community 
health care industry includes a variety of organizational 
forms. The most comprehensive entails theday-to-day man
agementof an entire health facility by a separate organization 
that reports to the board of trustees of the managed institu
tion. The personnel provided by the contracting firm may 
range from a single hospital administrator to a larger man
agement team. (This is sometimes referred to as "full-line" 
contract management.) A more limited form involves con
tracting for the management of specific departments of a 
hospital ("specialty contract management")' 

The growth of specialty contract management was stimu
lated by the creation of the Federal prospective payment 
system in fiscal year 1984, which altered radically the 
economic environment in which the industry operates. With 
reimbursements based on prices set by the governmentrather 
than on costs, incentives were created for hospitals both to 



contain costs and to concentrate their activities in services 
where the expected reimbursement was higher than their 
production cost. The existence of gaps between cost and 
price provides profit-making opportunities for specialized 
companies able to reach large economies of scale in areas 
where services are overpriced. Specialty firms also are able 
to provide smaller hospitals with services that the hospitals 
themselves cannot provide easily, although larger hospitals 
also are signing up specialty firms when labor shortages in 
certain occupations make it difficult to "make" the service 
directly. As a result, specialty contract management has been 
increasing faster than full-line contract management and 
currently dominates the market. 

The number of hospitaIs contracting for full-line manage
ment services has declined in recent years, partIy because of 
a decrease in the number of small rural hospitals, which 
provided a large market for contract management services, 
as well as a more general squeeze on hospital profits. Full
line cohtract management also may be less profitable than 
specialty mf<nagement because of the limited ability, since 
fiscal year 19,~4, to mark up the prices for services. 

Reasons :for 
Choosing To Contract 
for Management Services 
A number ofreasons are mentioned in the published studies 
to explain the choice of contracting for management ser
vices. Much of this information was collected from surveys 
of hospital board members and therefore represents board 
members' perceptions rather than established truths about 
what contract management actually has done for these hos
pitals. 

Financial Pressures 

These include cash-flow management problems, lack of 
adequate billing rrocedures, bad-credit ratings, large amounts 
of bad debt, and long debt-collection periods. In this area, the 
management company is thought to bring financial expertise 
and more skill and power to negotiations with other organi
zations, such as third-party payers or banks. Management 
companies also own data files relevant to their industry, 
which reportedly gives them the ability to compare their 
operations with others and to diagnose better a specific 
hospital's problems. 

-

Operations Problems 

These include recruitment difficulties or staff shortages, high 
personnel turnover, lack of a marketing policy, low occu
pancy rates, problems with size or location, deficits in a 
number of departments, difficulties dealing with regulatory 
requirements, and inadequate strategies for capital invest
ment, innovations, or long-term planning. Usually, a man
agement company will have access to larger resources, such 
as a national network for recruitment, a marketing depart
ment within the company, a network for mass purchasing at 
lower cost, ornetworks for shared services. By running many 
hospitals, management companies can attain, it is argued, 
economies of scale in certain areas. The contract manage
ment option also provides the ability to take advantage of 
multi-institutional arrangements while maintaining autonomy 
and keeping policy decisions within the hospital's board of 
directors.38 

Needfor an Outsider 

Boards may decide to choose outsiders to resolve internal 
conflicts between medical and administrative personnel, 
between the board of directors and the management, to 
implement unpopular but needed changes, or to overcome a 
bad reputation. Similar reasons are sometimes given for 
contract correctional health care services. In Georgia, for 
example, the Federal court ordered that an outside firm 
assume responsibility for health care at the Georgia State 
Prison because the department previously had not provided 
adequate care.39 The need for an outsider to shield county 
managers from day-to-day disputes also was given by county 
managers as a principal reason for contracting for the man
agement of an entire jail in Santa Fe, New Mexico.40 

Comparing Reasons for Choosing 
Full-Line and SpeCialty Contract 
Management 

Two different surveys on board members and hospital ad
ministrators indicate the different motivations behind con
tracting for full-line and specialty management services. In 
their 1985 survey of board members in 168 hospitals man
aged under contract by the Hospital Corporation of America, 
Kimberly and Rosenzweig identify the five top-ranking 
reasons given to justify decisions to contract for full-line 
management: 

Need for management expertise. 

• Physician recruitment and retention. 
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Unsatisfactory or retiring administrator. 

Rising expenses. 

Declining revenues.41 

A 1984 survey by Modern Healthcare of department (or 
specialty) contract management asked similar questions to 
hospital administrators who contracted out for specialty 
services only.42 The top priorities listed by administrators 
who make the contracting decisions included: 

Controlling staff costs 

Profitability 

Controlling supply costs 

Decreasing length of stay 

Quality assurance 

48% 

47 

46 

45 

44 

It is somewhat difficult to compare the answers provided for 
full-line contract management and for specialty contract 
management because the questions asked were different and 
readers are not provided with the total list of questions asked 
in each survey . However, the datasuggestthatadministrators 
choosing specialty contract management are more concerned 
with cost containment (three of their first f. ve priorities are 
related to cost) than are boards opting for full-line contract 
management (none of the boards' first three priorities are 
directly related to cost). 

What Benefits Does Contract 
Management Actually Bring? 

Giving reasons for choosing to contract is not the same as 
establishing how contract management has affected the 
operation of hospitals. To determine that impact, several 
analysts have undertaken empirical studies. To date, these 
studies have examined only the 'full-line contract manage
ment phenomenon. Impact studies of specialty contract 
management have not yet appeared in the published litera
ture. A more significant limitation for our purposes here is 
that many of these studies compare profit-seeking with 
nonprofit hospitals, rather than public with private or public 
with profit-seeking private hospitals. 

In one study, Kralewski and his colleagues compared 20 
matched pairs of nonprofit community hospitals throughout 
the United States, using 12 performance indicators. Al
though they :Jsed a small sample of hospitals, the results are 
particularly reliable because they analyzed time-series data 
for three years before and after half of the hospitals turned to 
contracting. They found that full-line contract management 
did not improve productive efficiency (either by reducing 
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expenses or by increasing the quantity of service created) and 
that it left unchanged the following characteristics: admis
sions, bed occupancy rates, average length of stay, em
ployee/patient ratios, payroll expenses/t0i:al expenses, num
ber of employee/number of beds. and net patient revenue/ 
total reven'Je. 

The main change was a significant increase in charges for 
services delivered (measured by gross patient revenue over 
total expenses), resulting in significant increases in netprofit 
and return on assets. Thus. the main change brought about by 
the shift to contract management appeared to be a change in 
the way services were priced rather than produced. Other 
studies support this general finding (that is. that full-line 
contract management improves profitability largely through 
price or revenue increases rather than through cost reduc
tion).43 

This parallels the findings of studies of private investor
owned hospitals. In a review of research for the National 
Academy of Sciences on the for-profit enterprise in health 
care, a special committee concluded that 

although standard economic theory predicts greater 
efficiency in for-profit than in not-for-p(ofit orga
nizations, the expected ability of investor-owned 
for-profit organizations to produce the same ser
vices atlowercostthan theirnot-for-profitcounter
parts has not been demonstrated. Large organiza
tions theoretically benefit from economi-: ,of scale 
and reduced transaction costs, but such savings 
may be offset by central-office costs, higher capital 
costs resulting from a growth orientation, and the 
payment of taxes and dividends.44 

These conclusions may be outdated now because these 
studies examined hospital operations before the shift oc
curred in fiscal year 1984 from a cost-based reimbursement 
system to a prospecti ve payment system based on DRG rates. 
Now that per case DRG rates are used by many payers, the 
option of raising charges is limited. This constraint may 
explain why the growth of full-line contract management has 
been eclipsed by specialty contract management, which aims 
at exploiting cost-reduction possibilities in smaller niches. 

Another strategy full-contract management firms adopt is to 
change ,the mix of services provided in the hospitals they 
have been hired to administer, concentrating on ones that are 
most profitable or ones they are most expert at delivering. 



Contracting for Hospital 
Management and the Prospects for 
Higher Efficiency and lower Costs 

The preceding discussion indicates that there is little evi
dence that the full-line management industry has relied 
principally on cost-reduction strategies other than shedding 
unprofitable types of services. The growth of that industry 
appears to have resulted instead from more aggressive rev
enue-collection strategies and marketing techniques and 
from changing the mix of services toward more profitable 
ones. Better marketing is not of value to prisons, given the 
way resources are allocated. Prisons do not operate within a 
market where health care is paid for on a preservice basis; nor 
is there a DRG-like system of fixed payment schedules, 
which creates an opportunity for enhancing revenues by 
manipulating patient mix. Instead, resources are allocated by 
officials at higher levels within departments of correction 
and other agencies of government. 

In addition, there are powerful structural reasons why full
line contract managers will be more limited in their ability to 
reduce costs in prisons than in the free community. In the free 
community, managers of privately managed hospitals are 
permitted considerable latitude in changing the patient mix 
and shedding unprofitable services. This has incurred large 
social costs, but managers have been free to pass those costs 
on to the public sector. (public hospitals have been given a 
heavier burden of caring for the least profitable patients at the 
same time that more profitable patients-those with private 
health insurance or those needing treatments that can gener
ate DRG-based revenues that are higher than costs-are 
being drawn away from the public hospitals to private ones. 
This has plunged public hospitals into a severe fiscal crisis.) 
This is not possible in prisons, unless private contractors are 
given responsibility for only a portion of the inmate popula
tion and are permitted to pick and choose their patients while 
shedding those who can be least profitably treated. These 
latter patients would have to be treated in local community 
hospitals at a cost to the prison. This would create a system
wide inefficiency because the prisons might not be able to 
negotiate contracts with local hospitals to pay for these 
services on any basis other than cost reimbursement. 

Itis possible that full-line contract management firms could 
reorganize the production of a prison's health care services 
without having to control either the stream of public funds or 
prisoners/patients, so that costs could be reduced. The exist
ing studies of full-line contract management in the free 
community do not document the extent to which such cost 
reduction has been accomplished successfully in hospitals 

that have contracted with private firms, but there may be 
opportunities to do so. 

Specialized Contracting 

Specialty contract management may be better able to exploit 
cost-reduction opportunities by taking advantage of econo
mies of scale. The cost-effectiveness of contracting for 
departmental services has not been demonstrated in the 
literature (neither has the reverse proposition), but the fact 
that hospital administrators in the free community are typi
cany the customers for such services, rather than hospital 
board members, suggests that there may be a strong eco
nomic rationale for choosing to contract for these specialty 
services. The relative advantages and disadvantages of "buy
ing" rather than "making" specific types of services vary 
widely according to the demand for such services, the ability 
of the hospital to provide directly, the cost of capital associ
ated with specific services, the ability to recruit specialists, 
and so forth. To identify specific opportunities for contract
ing rather than for direct provision, or vice versa, is beyond 
the scope of this study. Armed with better utilization and 
financial data than exist, prison health care administrators 
could improve their ability to identify good prospects for 
specialized contracting. (This would require better proce
dures for collecting and analyzing information-a point 
discussed in the next chapter.) 

The Importance of Unbiased Vision 
and Monitoring 

During the last decade and ahalf, discussions about contract
ing have become quite ideological. Some people hold a 
preference for "privatization" (contracting) because of be
liefs-and e\'"n elaborate theories-about how government 
provision is inherently inefficient and about how the private 
market is nearly always more effective. Opponents of 
privatization/contracting object to it on various grounds. 
Some assert that it is wrong to profit from imprisonment; 
others worry that profit-making incentives will lead to sacri
ficing the quality and perhaps even the quantity of health care 
services in the pursuit of profit. Others worry about the loss 
of direct public control over contracted services and the 
resulting withering of public capacity.45 

If contracting decisions are to be made intelligently, manag
ers need to assess clearly the costs and benefits of direct 
provisions as opposed to purchasing services from private 
vendors. Contracting clearly imposes some costs and risks. 
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and managers should be assured that what they get in return 
is worth the trade-off. Ongoing monitoring systems are 
therefore essential, to track both ongoing operations and the 
quality of the "end product" of the service. How this might be 
done is discussed more fully in the next chapter. 
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Chapter 6 

Management Information Systems 
and Their Importance 

for Managing Costs and Care 

If correctional health care administrators are to manage 
health services successfully, they need to monitor many 
different aspects of this dynamic system. They need to know 
what kinds of resources are being employed, thecostofthose 
resources, the nature and extent of prisoners' demand for 
services, how resources are matched with needs and ex
pressed demand, what outcomes are being achieved, and 
how effectively-and cost-effectively-these needs are met. 
Without good monitoring systems, effective management of 
cost and care is nearly impossible. To put it another way: if 
you can't measure it, you can't manage it. 

The demands of monitoring all health care activities in the 
prison administrators' domain are great, because prisons are 
at once providers, consumers, and payers for health care. In 
departments with many prisons, the task of monitoring these 
various activities coherently is especiaUy challenging, be
cause they happen at many different sites. 

Whereas all managed health care providers share a need for 
good monitoring systems, prison administrators also have a 
special need that is notfeIt as keenly in the free community. 
Prisoners have a constitutional right to care that non
incarcerated people do not enjoy, and the courts scrutinize 
health care more closely in prisons than in the free commu
nity. Health services administrators in prisons consequently 
have a more compelling interest in monitoring the quality of 
care than do their colleagues in the free community. As a 
California Department of Correct ions document states, "The 
Department does not have adequate cri teria against which to 
measure performance and does not have adequate systems to 
measure the quality of care provided. The inability to mea
sure these factors results in a lack of accountability and 
further vulnerability to lawsuit."J This issue will become 

even more salient if prison administrators shift their focus 
frum expanding and upgrading health care to controlling the 
costs of that care. As Iezzoni observes, "Almost by defini
tion, containing health care costs means doing less for 
patients."2 Doing less is extremely risky in prisons, unless 
one can demonstrate that quality is not being sacrificed or 
that it is being improved as a result of better management. 

In the ideal world, more information is nearly always better, 
and computerized information is r;early always better still. In 
the real world, however, obtaining information is often very 
expensive. Considerations of feasibility and cost
effectiveness therefore must weigh heavily in any discus
sion of management information systems. Consequently, 
the key questions are: For what purposes should monitoring 
systems be developed? What is the minimum amount of 
information we need to collect to monitor care, quality, and 
cost? How are information needs related to the approach 
taken tomanagehealtb care? What is the most cost-effective 
way of collecting the needed information? 

This chapter examines these questions briefly and also 
describes the automated management information systems 
being developed in the Florida Department of Corrections, 
the Federal Bureau of Prisons, the Utah Department of 
Corrections, and the Texas Department of Criminal Justice. 

Why Collect Information? 
Correctional health care providers and managers have sev
eral different needs for information. Front-line providers 
need celtain information to administer clinical services to 
patients. Utilization managers need information to assess 
clinical decisions and to facilitate the most appropriate and 
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cost-effective match of needs and resources. Higher-level 
managers need to exercise control over all aspects of the 
health care service system, including deciding how to aIIo
cate and reaIIocate resources, determining if it is best to 
"make" or "buy" specific services, monitoring vendors and 
holding them accountable, planning and budgeting for the 
future, identifying weak parts of the system and devising 
ways of improving them, and monitoring the quality of the 
services being delivered. In other words, front-line providers 
and utilization managers need information to manage patient 
services on a case-by-case basis. Higher-level administra
tors have the responsibility of managing the service delivery 
system. As discussed in earlier chapters, relying simply on 
the decisions of clinical staff and other front-line providers 
for health care delivery results in an unmanaged system, with 
few constraints on spending. Having utilization managers 
working with clinical providers yields some constraints, on 
a case-by-case basis, but this is not the same as managing the 
larger delivery system. 

Clinical Services to Patients 

Health care providers need to know certain things to make 
informed decisions about treating patients. Their ongoing 
tasks include, among others: 

• Learning about requests for service. 

Scheduling appointments for services and flagging 
missed appointments. 

• Infonning the patient of the potential benefits and risks 
of alternative treatments and aIIowing informed deci
sion making. 

e Creating incentives for patients to weigh the financial 
and medical aspects of their care. 

• Learning why the patient appears for service, and what 
his or her medical history is. 

Identifying what health care resources are available in 
this particular case. 

Monitoring resources in use. 

Identifying resources needed but not available. 

• Assessing the costs of alternative courses of action (as 
discussed in earlier chapters, providers have tradition
ally been insensitive to costs, but having information on 
comparative costs is needed if this is to be changed), 

• Determining what services to give the patient. 
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Making timely decisions about whether to continue or 
modify a treatment. 

• Planning services to be given to the patient in the future 
to maximize the continuity of care. 

• Learning about the outcomes of various treatments 
given to patients. 

• Tracking medications in use. 

Assessing, through retrospecti ve review, the adequacy 
of the overaII clinical process. 

Asking patients about their satisfaction with their treat
ment and its aftermath. 

For many of these tasks, the information providers com
monly use in most prisons is coIIected and communicated 
manually, on paper, or by telephone calls. These records, 
including the medical records, are reasonably efficient means 
of colIecting information, even if they are not automated. 
Automating many tasks-such as scheduling and reschedul
ing, printing callout lists and passes, and sick-call appoint
mentlists-would certainly increase efficiency. Automating 
the inmates' medical record and making it available through
out the prison system would avert having to treat somebody 
"blindly" soon after transfer if an inmate's medical record 
had not caught up with him or her. 

The paper systems used in most prison systems do not 
provide several types of information needed for cost
effective treatment, however. These include information 
about resources available, in use, and not available; infor
mation about expected costs, expected outcomes, and the 
quality or adequacy of services. This information has to be 
collected and communicated through something other than 
patient-level records. If patient records were automated, 
information about expected costs and outcomes might or 
could be obtained by aggregating data in these patient-level 
records. (Information about outcomes would have to be 
collected in such a way that they could be aggregated and 
analyzed, however.) 

Utilization Management 

As discussed in chapter 4, effective utilization management 
involves the review of clinicians' decisions to evaluate their 
appropriateness. These tasks include: 

• Learning about the providers' clinical decisions, espe
cially with respect to referrals to consulting physicians 
or to hospitals. 



Understanding the reasons for these decisions. 

Learning the consequences of these decisions. 

• Keeping abreast of the patient's status when receiving 
expensive treatments. 

• Identifying the expected costs of alternative courses of 
action. 

In some agencies assessing the quality of alternative 
services. 

In many prisons, ongoing utilization management relies 
largely on telephonic communication and paper notification 
systems. These channels probably are adequate and efficient 
for collecting and transmitting much needed information. 
However, ifcomputer-based information systems were avail
able and accessible through terminals at different locations, 
the work of the utilization manager/reviewer would be 
somewhat simplified because all interested parties could be 
notified of a patient's status, without the manager/reviewer's 
having to make multiple calls to coordinate transfers, admis
sions, discharges, and so on.3 In addition, by aggregating 
patient-based information that was computerized, utilization 
managers would be able to discern general patterns of 
utilization and expenditures that may assist them in making 
more cost-effective decisions. Information charac~erizing 
the quality of the service typically is not developed by 
utilization managers or by clinicians, however. Getting this 
information requires collecting it. 

Health Services Administration 

Upper-level health services managers have responsibilities 
that include but also transcend patient-level service delivery . 
Their tasks include, among others: 

Monitoring demands for services, utilization of ser
vices, and the balance between demand and available 
resources. 

Monitoring costs of services and goods. 

o Monitoring and evaluating providers' practices so as to 
make decisions about whether to give them more work, 
less work, or to request that they modify how they 
deliver services. 

• Assessing the adequacy of the patient-level delivery of 
services, including the quality of those services. 

G Assessing the feasibility, desirability, and cost
effectiveness of alternative means of service provision. 

• Planning and budgeting for future services. 

The absence of computerized information systems is felt 
most acutely at this level. Information needed about supply, 
demand, utilization, and cost are institutional-level data 
rather than patient-level. Some of these data-information 
about demand, utilization, and some cost data-can be 
produced by aggregating patient-level records. Without com
puters, however, the aggregation and analysis of these 
patient-level data in useful ways are not feasible, except for 
special studies that, if done manually, are extremely labor 
intensive. 

Administrators in many prisons do have sources of aggre
gated information-some of them computerized (such as 
cost information)-but the ability to analyze it is limited 
because of the "form in which it is collected and kept. For 
example, indicators of utilization may be limited to counts of 
prisoners reporting to sick call during a particular period, the 
number of persons housed in infirmaries on any given day 
(and perhaps numbers of admissions to infirmaries during a 
specified period), the numbers of prisoners visited by spe
cialists either in or outside the facility, and information about 
hospitalizations-such as number of such ho!.pitalizations, 
lengths of stay, and billed charges. 

These data cannot be analyzed easily because of the way they 
are kept, even if the data are on a computer. Reports of 
outside hospitalizations, for example, may be simple counts 
of such hospitalizations per quarter, or some other period. 
More detail about such hospitalizations may be provided in 
lists showing prisoner's name, the name of the hospital, 
admission and discharge dates, reason for admission, and 
billed/paid charges. Information presented in such lists can
not be analyzed easily to develop even the most rudimentary 
summaries for specified types of patients or providers with
out having to extract data manually. Such rudimentary statis
tics include average lengths of stay by reason for admission, 
average amount billed/paid by reason for admission, and 
trends in hospitalization costs by reason for admission. 
Worse stilI, different data pertaining to the same event may 
be reported on different forms. For example, billing/payment 
data may be reported on one set of forms, while other data on 
hospitalization might be reported on another. Detailed data 
on types of discrete types of services rendered and their costs 
probably are available only in archived invoices from hospi
tals and are not accumulated in a form that correctional health 
care administrators can use effectively. 

To be at all useful to administrators charged with managing 
a prison health care system, an information system must have 
the capacity to aggregate information about patients, :::osts, 
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and utilization for sets of patients/providers/events of inter
est and must be able to compute summary statistics for these 
categories. 

Prison health care managers are limited in their use of 
information not only because of the form in which these 
needed data are kept, but also because certain types of data 
are not collected at all. These include information about 
service costs, service outcomes, and service quality. 

Costs 
In part because prison systems do not have to bill patients for 
services, and because accounti~g systems in public agencies 
were designed for fund control rather than for cost account
ing, prison administrators have a weak handle on what it 
actually costs to deliver discrete types of health care services. 
Some prison systems even lack a separate accounting cat
egory for health services-a condition that makes effecti ve 
management of those services nearly impossible. In those 
departments of corrections that do have separate accounting 
categories for health services, they are generally too broadly 
defined and too narrowly defined at the same time. That is, 
they include information not about costs of discrete units of 
services (for example, sick call visits to clinical staft), but 
rather about the annual salaries of health care providers. 
They are also too narrow because correctional accounts do 
not report all the costs associated with these services. For 
example, in many States, the cost of fringe benefits and/or 
retirement fund contributions are assigned not to the 
department of corrections' budget but to a separate 
govern ment-wide account.4 This alone results in a substan
tial underestimation of the actual costs of providing services 
in prisons. 

Moreover, the cost of capital being consumed to provide the 
servkds not counted in the public sector because accounting 
methods make no effort to spread capital expenditures over 
the years of expected service. Instead, they are treated as one
time expenditures. This absence of properly allocated capital 
costs in public accounts results in an understatement of 
public costs of delivering services relative to private firms' 
costs. 

Even the most easily tracked costs-charges paid to outside 
providers of services, such as visits to specialist physicians 
for diagnoses-are insufficiently inclusive in many depart
ments because other direct costs associated with these visits 
are not counted. For example, the cost of custody staff 
escorts, of transportation costs, and so on, often are absorbed 
not in health service accounts but in "security" personnel 
categories. 
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Because units of service are not counted and costs are not 
assigned to those units, average unit costs or marginal costs 
of additional increments of service generally are not avail
able to managers. Without good estimates of these costs, it is 
difficult for managers to make well-informed decisions 
between alternative means of providing services. 

Information systems can be designed to capture all costs 
associated with health care events, even without revamping 
the larger State government's accounting system. Costs 
assigned to other accounts can be estimated; special reports 
can be run to aggregate different accounts within depart
ments of correction (to include, for example, costs of health 
service providers and custody staft); and information de
scribing particular units of service can bedevised. If comput
erized, these data can be used by managers to make cost
effective resource allocations. 

Performance 
Despite the importance of ensuring that the quality of health 
service delivery meets constitutional and professional stan
dards, most prison systems have done little to measure the 
performance of their health care systems. Comparing the 
characteristics of their facilities and procedures with the 
standards promUlgated by the standard-setting bodies (for 
example, ACA, NCCHC, and JCAHO) is not the same as 
measuring service performance. This is not a new observa
tion. Through its Agenda for Change, the Joint Commission 
on Accreditation of Healthcare Organizations (JCAHO) is 
modifying its stalidards to emphasize the performance of 
hospitals over their structure (for example, the numbers of 
fire exits or of doctors and nurses). 

The absence of systematic attention to the outcomes of health 
care services is not peculiar to prisons. Indeed, the United 
States spends almost a trillion dollars on health care annu
ally, yet very little is known about what this money is 
buying. To rectify this, analysts and organizations in the 
free community are undertaking a variety of studies to 
identify and measure the effects of health care services on 
the health and well-being of patients and populations. 
Unlike clinical trials, which evaluate the efficacy of treat
ments in controlled environments, "outcomes research" 
studies generally seek to evaluate the effectiveness of treat
ments as they are delivered in real-life settings. The devel
opment of outcomes research is still in its infancy, but it is 
certain to grow more important as concerns about cost
effectiveness become more,salient. 

If managers are to make informed choices between provid
ers or between different types ofprovider systems (including 



those in-house), it is helpful to know how well they perform 
as well as how much they cost. To measure performance, 
attention should be given to developing information not only 
about the patients' physical health but also about the quality 
of their lives and their ability to function in the world. 
Outcomes of interest include: 

• Biological conditions. 

• Functioning, including physical functioning (the ability 
to perform various physical activities), role functioning 
(assessed by the extent to which health interferes with 
daily activities), and social functioning (evaluated by 
theextentto which normal social activities are impaired 
by health conditions). . 

• Well-being, a measure of the patient's sense of physical 
and mental well-being. 

o Satisfaction with the health care provided. 

Admittedly, collecting information about prisoners' evalua
tions of the health care they receive is fraught with hazards, 
but these data, in conjunction with other, more objective 
indicators of health status, could assist prison health care 
managers when choosing from among various providers. 
The involvement of prisoners in assessing the quality of 

health care can help lessen their suspicion that they are being 
ignored and may increase their cooperation in their own 
treatment. This information can also be incorporated into the 
prisons' quality review and improvement practices. Indeed, 
information about outcomes should be an integral part of any 
total quality management (TQM) program. Information about 
patient outcomes assists managers in developing guidelines 
for appropriate and high-quality care and gives providers 
and managers a way to discuss how they might improve 
existing health care procedures. 

Developments in 
State Prison Systems 

Several State departments of corrections have begun to 
develop management information systems for health ser
vices. These include the departments in Florida, Utah, Texas, 
and the Federal Bureau of Prisons. As discussed later, the 
effort in most has been concentrated on developing manage
ment information systems to facilitate the day-to-day opera
tions of pharmacies and medication administration. Florida's 
has gone beyond this to develop broader capacities (see box). 
Moreover, some have been "home grown" systems, devel
oped or adapted by the prison administrators themselves, and 
one (Utah's) has been purchased from a private vendor. 
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Figure 6.1 

Strudure of the Florida Department of Corrections' 
Health Services Information System 
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• Community care/cost InformatIon. The community care component was brought on-line In May 
1990, It records all outside-care events, IncludIng emergency visIts, hospital Inpatient admissions, 
emergency room visits, ambulatory surgIcal procedures, hospital outpatient procedures, physIcian 
consults and referrals, and other ancillary procedures. Each bill associated with the care Is recorded. 
Frequently, institutional busIness managers have access to these health data so they can verify use 
and costs. 

• Dental component. In December 7990, the dental component was Implemented; thIs records all 
dental servIce encounters and dental Jab procedures. 

• Mental health. In June 1993, the mental health component was operating in all major Institutions. It 
provides access to an on-line mental health record, whIch Includes a chronologlcaillsflng of the 
Inmates' mental health servIce encounters and a listing of psychologIcal tests admInistered and the 
resulting scores. 

The system is being designed to operate ultimately on a central mainframe computer augmented with 
minicomputers at the institutions and regional offices. The health care management information system 
(MIS), with its varIous SUbcomponents, will be one module of the larger OBIS system. During the 
development phase, however- all operating components of the heath care module are beIng created 
as stand-alone systems and have not yet been integrated into a single centralized computer and 
databose. 

One advantage of the system is Its ability to validate data upon entry. Whereas manual logs mayor may 
nOj'be revIewed by a quality reviewer, data In the computer-based system are checked for some types 
of errors automaflcally. The built-in validatIon routine will reject data If they do not fit In the category 
being entered. For example, If a servIce was recorded as having been provIded by a hospital and the 
provider code does not match that type of facfllty, this Information will be rejected, forcing the person 
enterIng the data to make the correct entry. 

The system produces several management reports that are useful In cost containment and care 
management efforts. (See Appendix A for a complete list of the health servIces reports that will be 
oval/able routinely.) The monthly workload and utlllzation report generated by the MIS Is shown in 
Appendix B. Not only does thIs report generate counts of events of interest, but It also computes various 
metrlcs that can be used to evaluate servIce delivery. For example, statistIcs are computed for each 
facility to report the proportions of prisoners classified according to theIr medical and mental health 
condition and rates of nonemergency clInic use, emergency clinic use, dental emergencies, mental 
health emergencies, ambulatory surgery, emergency room use, specialty consultation, medIcation, 
HIV incidence and prevalence rates, positive HIV tests, and bed use and bed availability rates. 

In addition, the system Is able to produce a variety of other reports, Including: 

• Automated callouts and appointment worksheets. The informatlon system has the capabll/ty of 
automatIcally scheduling visits to clinics or other service providers and Issues appointment schedules 
for front desk and medical providers. The system also generates callout passes, as well as callout lists. 

• Past due appointment lists. These are generated separately for different types of prOViders-for 
example, dental reexaminations, chronic disease clinic appointments, and so on. 

• Patient treatment logs. ThIs report provIdes a recapItulation of encounters with any type of health 
care provider- medical, dental, or mental health. 

• fnmate custody by medical classification reports. These provide listings of inmates having specifIed 
custody classification ranges and medIcal specified grades. (The department classifies all Inmates 
according to theIr medIcal/psychologIcal health and assIgns them a grade.) 

• Postrelease plannIng reports. listing the medical needs of Inmates prior to theIr release. 
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• Stat/stics and percentages. This report allows a variety of modifications to generate cross-tabular 
Information and lists to proflle the Inmate populatlons' health status. For example, reports may be 
generated to list all persons who are psychIatrically Impaired by a certain specified medica/ grade, 
Indicating their transportation neer;Js for health care purposes. 

• Inmate movement details, J/stlng all Inmates who have transferred to VI . "'-m Institution withIn 
dates specIfIed by reason for movement. 

• Staff listed by facility, descrIbed by status and type of staft. 

• Outside resources reports, listing physicians and agencies available to the department on a 
consulting or contractual basis, by status, and type of servIce provided. 

• Unpaid bills-a "tickler file" for all unpaid invoices. 

• Cost events-recording costs and associated data for services provided by community-based or 
outside providers, These reports Include Inmates' medical grade, facility, diagnosis, identity of 
provider, day of week, duration of servlce- recorded by time of day and date-estimated cost 
Invoiced cost, and paid cost. 

• Summary utilization/cost reports-statewIde utilization and cost informatIon, reporting aggregate 
data by facility, within region, reporting discharge days, average Inpatient days, total patient days 
paid, toto/Inpatient days paid, total professional fee, average professional fee, total facility costs, 
average facility cost per day, and average cost per dIscharge. These statistics can be provIded for 
several types of services, for example, emergency admissions to community hospitals. 

• Same-day health care reports, providing summary information on outpatient admissions, byadmiss{on 
date, allowing selection by date range, by facility, by hospital, and by specific ICO-9 diagnosis codes 
or by diagnosis code groups. 

• Hospital utilization reports, providIng summary information on inpatient admissions, by admission date, 
allowing selectIon by date range, by facility, by hospital, and by specific ICO-9 diagnosis codes or by 
diagnosis code groups. 

• Inside-care reports, recording Inside-care encounters, by type of contact diagnosis, and action,' 
procedures, listing medical procedures, such as lab tests and x-rays, by vendor. 

• Chronic Illness clinics. These reports Jist inmates in a chronic disease clinic and those who require a 
90-day health appraisal appointment. 

• Inmates by ICO-9 diagnosis code, listing Inmates who are In an institution and have been seen for 
a specIfic ICO-9 dragnosis code during a specified time range. 

• Quality management review/random selection. A report deslgned to assist with quality manage
ment (QM) record reviews. It randomly selects 10 percent of the inmates seen during a specified time 
period who are stili at the institution on the day the report Is generated. Inmates can be selected from 
a population specified. 

• Profile of elderly Inmates reports, summarizing diagnoses for each inmate at all/any InstitutIon who 
was born before a date typed In the date of bIrth field. 

• Procedures by provider reports, recapping procedures provIded by specified provIder. 

• Summary logs separately for lab, x-ray; blade and needle log-listing Inmates, contact dates, staff, 
numbers and types of blades and needles used. 

• Inmate IQ/psych period report, listing inmates currently at an institution who have an IQ of less than 70, 
by psychiatrIc condition. 

Monitoring Utilization Patterns 

Information in the system and the readily available reports enable the department's health servIces 
administrators to review physicians' referrIng behavior and to identify patterns across the entire depart~ 
ment in regions, and in facilities. IndivIdual physiCians' referral practices can be compared with the 
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patterns of other physicians and with aggregate referral rates at various levels. These data can be used 
as a tool for physicians and administrators to discuss appropriate reasons for referral, standards to govern 
practice, and conditions under which deviations from the standards are permiffed./fphysiclans who refer 
patients to expensive resources more offen than others change their practices to reflect more Closely the 
regional average, costs may be averted. 

For example, a review of hIstorical data comparing patIents' diagnoses (identified by ICD-9 diagnosis 
codes) and physIcians' decIsIons to refer to expensive emergency core can be evaluated to determine 
the most appropriate standard to govern emergency facilItIes' use. GuIdelines can be developed to assIst 
physIcIans and others In determInIng when emergency facilities are appropriate. 

Information To Support Procurement Efforts 

In addition to informing management about current and past practices, the information system provides 
contract negotiators with data about expected demand for seNices, based on historical trends, which 
is used to obtain advantageous rates from providers. One of the deportment's maIn cost-containment 
strategfes is to consolidate prisoners with similar medlcai conditions in certain regions and to negotiate 
advantageous rates from health care providers. Armed with InformatIon about the prevalence of 
medical conditions In each prison and hIstorIc data on the number of procedures needed by similar 
populations, the deportment Is able to estimate the future demand for seNlces and is thereby In a stronger 
positIon to negotiate discounts with providers. These data also enable administrators to evaluate the types 
of seNices required In different geographIc regions, the costs of those seNices, and the potential for 
consolidating patients to obtaIn volume discounts. Using the automated data, the deportment can 
forecast the demand for certain types of nonemergency treatments, such as urology procedures, 
cardiac catheterIzation, and hernia repairs. Demond for emergency seNices can be estimated with less 
precision, but historic overages for specified types and numbers of prisoners In a particular regIon give 
some Indication. ' 

As the system speeds the processing of information, bills submitted by contractors are paid more qUickly. 
The deportment's ability to generate prompt payments provides It with on Important bargalnfng chip fn 
rate negotlailons. 

The deportment has used data If1 this way to reap substantial savings in health core spending. Armed with 
data on the expected number of patient bed days and the types of cases (based on ICD-9 procedure 
codes), the deportment negotiated significantly reduced per diem rates with some hospitals. The 
deportment estimates that it saved $6.5 millIon In hospital costs during fiscal year 7992-93 by this means. 
In addition, during this period, the department saved $ 7.3 mfl/ion for laboratory procedures, $470,000 for 
EKG seNices, and $2.4 ml/lion for radiology seNices. 

Evaluating Alternative Modes of Delivering SeN/ces 

The Information system can be o fuse in making other types of decisions. Managers will be able to estimate 
the consequences of adopting different seNice strategies, such as providing certain services directly 
rather than purchasing them from independent providers. For example, is there sufficient demand for a 
mob/fe CAT scanner in a particular region to justify buying the equipment? If yes, how many scanners 
should be bought? Since 7990- the department has required that cost-benefit analyses be conducted to 
determine whether new services requested have the potential for enhancing the quality of service or 
reducing costs. As port of this analysis, correctional managers are obliged to estlmate the number of 
prisoners who will benefit from the seN/ce, the usual cost per visit/use, and the changes In workload that 
wHl result. The automated informatlon system will simplify the work required for these analyses. 

Avoiding Utlgatlon Expenses 

The deportment believes that the automated medical record, once fully developed, will be a deterrent 
to prisoners' making false claims about medical negligence. Once the prisoner's attorney sees that the 
records are complete and centralized, he or she may be less likely to pursue unfounded claims. Even at 
the level of development that exIsts, the automation of patient records reportedly has accomplished this 
already. 
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Utah's Health Services MIS 
Under development since 7989. the Utah Deportment of Corrections current health services MIS consIsts 
largely of patients' medical records. System capabilities Include storing and producing reports on 
indIvIdual Inmates' medical records as well as a variety of management reports. In addition. the Utah 
system plans to implement on automated pharmacy module on-line. Unlike other states' health core 
data systems, Utah's has been developed with substantial assistance from a private vendor. 

The system is built as a iocal area network which offers health services stoff and others a centralized 
database, a foster rate oftransmitta/' and a comparably hIgher degree of accuracy In transmItting data. 
Several DOC-owned modems even make it possible for administrators and health core providers to gain 
access to a patient·s record from their homes. Security of the data Is maintained through user 10 numbers 
and a series of oasswords, 80th authorized usage of and unauthorIzed access to data are tracked by the 
system and available to adminlstrotors in report form. 

Utah's health care MIS is structured around the IndIvIdual patient record. Once certain Identifying 
Information is entered to begin a record, an intake questionnaire appears automatically. Upon 
completion. the system takes one through the Interview a second time to confirm the responses. At the 
end of the encounter, some facilities choose to print out the form and have the fnmate sign It. This form 
then becomes a part of the Inmate's paper file. Once registration data have been entered on the 
pat/ent they are available throughout the system and accessed through the fife server. 

Other routInes permit entering other data to record subsequent health core encounters, such as dote 
and time of visit site, nature of complaint or reason for visit and type of service delivered. The vendor's 
software has the capability to schedule physicians and dentists and to track and print lists for sick call and 
inmate posses to be used in visits to different medical areas. In addItion. the Utah system helps licensed 
practical nurses and lower-level caregivers develop statistics for management reports. 

Utah Is Implementing the last module. for pharmacy services. This program collects and reports clinical 
information, such as drug Interactions, and produces labels for prescriptions to be dispensed. The program 
was written to prompt automatically for certain types of Information, thereby providing a form of clInical 
decisIon support. For example, physician orders In need of a signature are flagged in a patient's flIeso that 
a clinician will be prompted to obtain the required signature. 

The MIS also contains an e-mail feature, which administrators say helps facilitate the flow of clinical data 
in a security-protected envIronment. 

Utah's original software license cost $40,000 to S50,000, and support services have averaged $73,000-
$ 74,000 per year. As a result of implementing the new software, an investment was made to provide 
adequate hardware. Utah's system needed rewiring, and the department took the opportunity to switch 
to fiber-optic wiring. For this, Utah has spent upwards of $ 700,000. 

The Benefits of Collaboration 

Even though correctional departments in a few States are 
moving ahead to develop their own management information 
systems, all correctional agencies could benefit greatly from 
collaborating with each otherto design and implement useful 
systems. Different agencies may already be committed to 
partIcular types of computer systems. but the design of 
programs-including the data to be collected. the indicator!> 
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to be measured, and the precise specification of the data 
items-could be developed collaboratively. To ensure that 
managers ultimately get an information system that they 
want to use, managers should not delegate the development 
of these systems entirely to technical staff but should be 
engaged throughout the design and testing phases. If they are 
to manage the cost and care of prison health systems. they 
will need to be effective managers of information about cost 
and care as well. 



---------------------~----

Texas' Computerized Pharmacy Program 
The Texas Department of Criminal Justice's Computerized Pharmacy Program was designed and developed 
Internally. The system uses an IBM System 4347 DOSjVSE as a central processing unit. Much of the software 
is menu driven. Selections from Individual menus are made with a light pen. Data on the patient and the 
health provider using the system are read In electronically with a badge reader. The use of a badge reader 
for data entry was chosen in part because the hardware for It was already In place for recording commissary 
purchases. In addition to the data on patient medication, the pharmacy system contains data used in 
managing and controll/ng the dIstribution of pharmaceuticals. As such, drugs received In the warehouse can 
be tracked through the system to the level of patient administration. 

The Computerized Pharmacy Program has three main components. The first, the "Doctor's Office Manual, P 

covers topics related to the Input processing, and viewing of pharmaceutical data on an Inmate. After both 
the health care provider's and the inmate's badge have been read Into and accepted by the system, the 
inmate's medical profile appears on the screen. Any umedical alerts," Including dangerous medical 
conditions or drug al/ergies, are brought to the provider's attention. 

The second component of the system Is the formulary. A menu-driven program thIs component Is prfmarily 
for reference. Options for browsIng the list of pharmaceuticals on the formulary include searching by stock 
number, generic name, American Hospital Formulary Service (AHFS) number, brand name, and therapeutic 
category. 

A third feature is the drug distribution system. This system records and tracks data on the administration of 
drugs to Inmates. It provides for each prisoner a list of medications currently prescribed the start and end 
dates for the prescription, the last time administered, the dosage, and Instructions for administration. Finally, 
the system offers the option to print medication passes. 

The Federal Bureau of Prisons' Health Care Information System 
The Bureau's Health Care Information System (HCIS) is a modified version of the Department of Veteran 
Affairs' (V A) Decentralized Hospital Computer Program (DHCP). Because the VA's program Is in the public 
domain, the Bureau obtaIned it at no cost. The main expense has been to adaptitto the Bureau's particular 
Information needs. At present two modules have been Installed at 55 prisons: the registration and the 
outpatient pharmacy modules. The Bureau is now adapting the DHCP dental and laboratory modules. 

The registration module of the HCIS Is the main database for Information on an Inmate's medical 
background. Eventually, the Bureau aims to have a fully computerized medical record, but this file at 
present contains only rudimentary facts on an Inmate's background, which is downloaded from a larger 
MIS operated by the Bureau-the SENTRY system. 

The outpatient pharmacy module has three components-one Is used by a pharmacist the second is used 
by a pharmaclst's assistant, and the third is linked to the National Drug File (NDF), a national database that 
provides information on drugs available in the U.S. 

The Pharmacist's File and the Pharmacist Assistant File allow a health care provider to obtain or update 
pharmacy data on individual inmates and to use various capabilities to develop management reports. 
Preprogrammed routines produce 27 different standardized reports. 

A prescriptions menu guides users through a variety of procedures used in filling outpatient prescriptions and 
prfntlng labels for prescriptions. The system tracks which prescriptions have not been picked up by Inmates, 
so that they can be returned to the stockroom. 

The National Drug File (NDF) contains Information on drug Ingredients, generic names, national drug codes 
(NDC), and VA classIfication codes. The software is designed so that local drug databases can be matched 
with Information fmm the national file and new information moved into the BOP Drug File. The VA 
classification codes are included as reievant information since they wilf be used In the development of 
Allergy and Drug Interaction modules. 
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Chapter 7 

Conclusion 

After the collapse of national health care refonn efforts 
during the late summer of 1994, correctional managers can 
no longer afford to adopt a "wait and see" attitude. Health 
care provision in the larger society will not undergo in the 
near future the dramatic transfonnation that somp reformers 
envisioned. No new financing arrangements wL be estab
lished creating new revenue or cost-control opportunities for 
prison health administrators. Consequently, efforts to con
tain costs more effectIvely will require making changes in the 
existing ways of caring for prisoners. 

The preceding chapters provide an inventory of methods 
developed by correctional managers to gain stronger control 
over health care spending. Some of these methods are well 
developed in a few places; others remain in the planning or 
early implementation stage. In addition, the discussion of 
cost-containment strategies developed in the larger commu
nity may suggeststiII other approaches thatcan be tailored to 
prison conditions. Faced with such a long listof possibilities, 
managers may have a difficult time knowing where to start. 
This chapter suggests a number of principles to assist man
agers interested in developing new procedures for control
ling spending and at the same time maintaining or improving 
the quality of prisoner care. 

The first priority is to detennine the importance of containing 
costs relative to improving the quality and amount of health 
care services given to inmates. Not all cost-control efforts 
necessarily result in lower quality and access, but often there 
is a tension between the demands of the two missions. To be 
sure, it is difficult to choose one mission as having a higher 
value than the other. Rather than avoiding the question 
altogether or declaring that both are important, it is a useful 
exercise to pose the question for narrower segments of the 
prison health care system. Cost-containment efforts might be 
needed more urgently, for example, in the use of inpatient 
beds in community hospitals or in drug prescription prac
tices. Once such segments are identified, the inventory of 
possible cost-containment procedures shrinks. 

It is important to reiterate that quality of care and access to 

service need not be sacrificed to cost-control objectives. In 
a health care "system" that is fragmented, weakly con
trolled, and essentially "unmanaged," both cost control and 
quality of service may suffer. By establishing managers and 
giving them the institutional infrastructure £0 do their 
jobs-information and accounting systems, and staff-it is 
possible that the quality of care will increase at the same 
time that spending IS controlled better. Or, if spending 
increases, the return for the dollar will be greater. 

In determining which types of cost-control efforts to pursue, 
itis prudent to give the highest priority to things that pose the 
fewest threats to maintaining quality and access and that 
require the smallest changes in organization and practice. 
To put it another way, innovations that impose the smallest 
costs-both tangible and intangible-are preferred. An ex
ample is strengthening the capacity for auditing bills and 
reimbursements. 

Also in this category are efforts to seek reduced prices for 
purchased goods and services. Reduced prices for goods can 
be achieved, for example, by joining buying groups and 
substituting generic drugs for proprietary drugs. Rather than 
paying usual and customary charges to hospitals and physi
cians, discounts may often be negotiated in advance. When 
negotiating payment agreements with service providers. 
preference should be given to arrangements that create 
incentives for cost-conscious practice. Admittedly, where 
there are too few local providers to make a competitive 
market, it may be impossible to negotiate discounts. In many 
places, however, prison officials are paying charges that 
could be negotiated down if a concerted and focused effort 
were made. In such negotiations, prison managers are served 
well by having information about the expected demand for 
particular types of services, which will reduce uncertai nty for 
the providers and may result in more advantageous price 
agreements. 
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Reforms that impose a somewhat higher cost to the organi
zation (in terms of managerial attention) are efforts to create 
in-house capacity so that the use of more expensive outside 
resources can be averted. Hiring staff physicians instead of 
buying the services of independent professionals piecemeal 
will lower costs if the demand for their services is sufficient. 
Creating intermediate-level facilities broadens the levels of 
care available to physicians and may shorten stays in 
expensive acute-care hospitals or keep patients out of them 
entirely. Diagnostic procedures may also be broken down so 
that some tasks and/or equipment can be brought in-house. 
A similar strategy is to identify needed facilities in other 
government agencies and negotiate sharing agreements 
when possible. In deciding whether to "make" specific 
services or to "buy" them, managers need to undertake some 
complex analyses to ensure that this course of action will be 
cost-effective, especially if it involves large capital invest
ments. This again points to the need for good information 
systems to accumulate the data needed to make informed 
decisions about allocating precious resources. 

Reforms designed to manage service utilization more effec
tively are somewhat more likely to affect the achievement of 
other important goals: providing care of sufficient quality 
and accessibility. (Instituting formularies to control pre
scription practices is probably the exception, however.) If 
choices are to be made among methods of managing utiliza
tion, it is sensible to focus first on services that are costing the 
department the most-which may be, for example, inpatient 
care in community hospitals. Some utilization management 
procedures may have little or no impact on the quality and 
accessibility of care. For example, requiring authorization 
before admission to an outside hospital may produce sub
stantial savings, especially if these reviews result in the 
redirection of prisoners to other hospitals with which the 
department has negotiated lower rates. Continued-stay re
views may also result in shorter time spent in hospitals, 
especially if they are coupled with the expansion of in-house 
facilities for intermediate-level care. 

Given the experience with utilization management in man
aged care organizations and insurance plans, it is advisable 
to have physicians serve as the reviewers whenever possible. 
Case-by-case reviews have the immediate objective of forc-
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ingphysicians to justify requests for services, but the longer
term goal is to educate them in cost-effective care and to 
change their practice patterns. Physicians are more likely to 
be accepted as reviewers than nonphysicians. Enlisting less
tramed staff to serve as gatekeepers at the end of a telephone 
runs the risk of alienating physicians who have agreed to 
serve prisoners. 

Attempts to limit service utilization by such means as insti
tuting copayments/fees or by announcing very restrictive 
lists of avaiiable services should be undertaken with even 
more caution. These approaches seek to limit "unnecessary" 
care and services, but making the determination of what is or 
is not necessary is neither easy nor uncontroversial. If such 
methods are instituted, departments should also establish 
procedures for scrutinizing their effects closely. 

Choosing to contract for comprehensive health care ser
vices-including the management of those services-is per
haps the most dramatic reform that can be undertaken, 
although it may result in accomplishing the twin objectives 
of containing costs and improving quality and accessibility 
of care. Whether this choice is prudent depends in large part 
on the alternative. Ifadepartmenteitherdoes nothavea well
developed health care system or faces obstacles that make it 
difficult to deliver services well, contracting for more than 
discrete services may be advisable. In this event, monitoring 
performance is especially important. 

Finally, managers need information to do their jobs effec
tively. Developing well-designed information systems should 
not be the lowest priority but should be among the first tasks 
undertaken. Creating large-scale management information 
systems, however, is expensive. Because of the effort and 
expense required to automate the department's information 
record-keeping procedures, starting small is better than not 
starting at all. Computer-based data collection and reporting 
systems could be designed and implemented only to augment 
those cost-control and management procedures given the 
highest priority. The risk of starting small, however, is that 
the system designed and the equipment purchased may 
become obsolete before it can be enlarged in subsequent 
years. Careful attention should be given to creating a small 
system that can be built upon easily or transferred relatively 
easily to a larger and more powerful computing system. 



Appendix A 

Florida Department of Corrections' 
Health Services Information System: 

Index to Health Reports 
Generated by the System 

A Ancillary Services, Volume 

Appointment Book 
Accruals HSS-77, HSS-78 

Appointments 
Admissions, Detail HSS-71, HSS-n, 

HSS-79, HSS-84 Appointments, Overdue 

Admissions, Summary HSS-74, HSS-76, 
Appointments, Statistics HSS-8S 

Age, Inmates by GHS-60 Approvals 

Alien Inmates HSS-Sl Attendants 

Ambulatory Care, Current HSS-84 

Ambulatory Care, Detail HSS-71, HSS-n, 
B 

HSS-79 

Ambulatory Care, Summary HSS-73, HSS-74, 
Birthdate, Inmates by 

HSS-76, HSS-77. Blade & Needle Log 
HSS-80, HSS-8S 

Bunk Passes 
Ambulatory Care, Volume HSS-93 

American Sign Language HSS-OS 
Business Office Report 

Ancillary Services, Current HSS-84 
C 

Ancillary Services, Detail HSS-71. HSS-n. 
HSS-79 

CRD Release Date 

Ancillary Services, Summary HSS-73, HSS-74, 
Callouts HSS-76, HSS-77, 

HSS-80, HSS-8S 
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HSS-93 

HSS-ll 

HSS-ll, HSS-12 

HSS-lS, GHS-S4, 
DSS-S4 

GHS-S4, DSS-S4 

GHS-21 

HSS-OS 

GHS-60 

DSS-27. GHS-27 

HSS-OS 

HSS-7S 

HSS-Sl 

HSS-12 
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Chronic Illness Clinics GHS-lS, GHS-19, Data Validation, HS20 HSS-70, HSS-72 
GHS-40, GHS-SO-
GHS-S4 Data Validation, Lab Tests GHS-70 

ClassificationlMedical Data Validation, X-Rays GHS-SO 
Grade Reference List STO-62 

Death Report HSS-99 
Communicable Diseases GHS-20 

Dental Encounters, QM Review DSS-40 
Community Care, by Paying HSS-71, HSS-73, 

HSS-77, HSS-93, Dental Grade DSS-SO - DSS-S4, 
HSS-94 HSS-S3 

Community Care, by Sending HSS-72, HSS-79, Dental Grade, Totals HSS-S4 
HSS-74, HSS-76 

Dental Holds HSS-OS, HSS-S3 
Community Care Status HSS-S4 

Dental Lab Log DSS-70 
Consultants HSS-66 

Dental Labs DSS-SO - DSS-S4 
Consults HSS-71, HSS-72, 

HSS-77, HSS-73, Dental Procedures DSS-30, DSS-29, 
HSS-SO HSS-29 

Contracts HSS-64 Dental Procedures, QM Review DSS-41 

Costs, Detail HSS-71, HSS-72, Diets HSS-OS 
HSS-7S, HSS-7S, 
HSS-80 Discrepancy Report DSS-SO - DSS-S4, 

GHS-SO - GHS-S4 
Costs, Summary HSS-73, HSS-77, 

HSS-93, HSS-94 

Costs, Unpaid HSS-70, HSS-90, E 
HSS-73 

Custody Classifications HSS-S2 
E Grade, Select by HSS-S3 

CustodylMedical HSS-52 
E Grade, Totals HSS-S4 

Elderly Inmates GHS-60 

D Emergencies GHS-40, DSS-40 

Emergency Room, Detail HSS-71, HSS-72, 
D Grade, Select by HSS-S3 HSS-79, HSS-84 

D Grade, Totals HSS-S4 Emergency Room, Summary HSS-73, HSS-74, 
HSS-76, HSS-77, 

D.R.s VS S Grade MHS-9S HSS-8S 

Daily Operations Log DSS-29, GHS-29 Emergency Room, Volume HSS-93 

Daily Operations Statistics DSS-29, GHS-29 

Data Entry & Updates Report HSS-7S F 

Data Validation HSS-29, GHS-29, Facility Profiles STO-62 
DSS-29 
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G Inmate Labels HSS-45 

Inpatient Care HSS-S4, HSS-S5 
GHOS Screen, J Codes HSS-29, HSS-95 

Inside Care, J Codes HSS-95 
GHlO Screen, J Codes HSS-70, HSS-SO, 

HSS-96 Invoices HSS-70 

Gynecology Exam GHS-50 - GHS-54 

J 

H 
J Codes, Reported HSS-95 - HSS-97, 

HSS-29, DSS-29, 
H Grade, Select by HSS-53 HSS-70, HSS-SO 

H Grade, Totals HSS-54 

HS20 Screen, J Codes HSS-97 
l 

Health Appraisals GHS-lS, GHS-19, L Grade, Select by HSS-S3 
GHS-SO - GHS-S4 

L Grade, Totals HSS-54 
Holds HSS-S3, HSS-OS 

Hospital Days 
Lab, Dental (pending) DSS-SO - DSS-54 

HSS-73, HSS-76, 
HSS-94, HSS-SS Lab Log, Dental DSS-70 

Hospital Utilization HSS-73, HSS-S4, Lab Log, Medical GHS-70 
HSS-94 

Hospi talizations 
Lab Tests, Billing GHS-69 

HSS-71, HSS-72, 
HSS-73, HSS-76, Lab Tests, Select by GHS-70 
HSS-S4, HSS-SS 

Labels HSS-4S 
Hospitalizations - Volume HSS-93, HSS-94 

Lay-in, Infirmary HSS-S4, HSS-SS 

Lay-in Passes HSS-05, DSS-41 

Logs, Automated Dental DSS-27, DSS-29, 
I Grade, Select by HSS-S3, HSS-SO DSS-70 

I Grade, Totals HSS-S4, HSS-SO Logs, Automated Medical GHS-19, GHS-27, 
GHS-29, GHS-70, 

ICD-9 Codes, Select by GHS-20, HSS-93, GHS-SO 
HSS-94 

IQ less than 70 MHS-02 M 
Impaired Inmates, Listed HSS-SO, HSS-S3 

Medical Class 3-S HSS-SO 
Impaired Inmates, Total HSS-S4 

Infectious Diseases GHS-20 
Medical Grade, Reported HSS-SO, HSS-52, 

HSS-S3, HSS-S4, 
Infirmary HSS-S4, HSS-SS, HSS-71, HSS-72, 

GHS-29 HSS-79 
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Medical Grade, Statistics HSS-S4 Out Slips HSS-12 

Medical Grade/Custody HSS-S2 Outside Care, J Codes HSS-97 

Medical Grades, Listed by HSS-S3 Overdue Appointments HSS-lS, DSS-SO -
DSS-S4, GHS-SO-

Medical Holds HSS-OS, HSS-S3 GHS-S4 

Medical Passes HSS-OS 

Medical Record Out Slips HSS-12 
p 

Mental Health Grade HSS-SO, HSS-S3, P Grade, Select by HSS-S3 
HSS-S4 

Mental Health Holds HSS-OS, HSS-S3 
P Grade, Totals HSS-S4 

Monthly Report, Dental DSS-30, HSS-29, 
PPD Release Date HSS-Sl 

DSS-29 PPDs GHS-70, GHS-SO-

Monthly Report, Lab Tests GHS-70, GHS-69 
GHS-S4 

Monthly Report, Medical HSS-29, GHS-29 
PPRD Release Date HSS-Sl 

Monthly Report, X-Rays GHS-SO, GHS-69 
PULHESDXTI, Missing GHS-SO - GHS-S4, 

HSS-S4 

Monthly Statistics, Dental DSS-29 PULHESDXTI, Select by HSS-SO, HSS-S3 

Monthly Statistics, Medical GHS-29 PULHESDXTI, Reported GHS-19, GHS-SO -

Monthly Statistics, Staff HSS-29 
GHS-S3, GHS-60, 
HSS-SO, HSS-Sl, 

Monthly Statistics, Vendor GHS-69, HSS-76 
HSS-S2, HSS-S3, 
HSS-S4, HSS-71, 

Movements HSS-SS, HSS-S6 
HSS-72, HSS-72, 
HSS-79, HSS-99 

Paid Costs HSS-77, HSS-78, 
N HSS-73, HSS-7S 

Passes HSS-OS 
National Health Lab GHS-69 

Past Due Appoi nrments HSS-lS, GHS-SO-
Needle & Blade Log DSS-27, GHS-27 GHS-S4, DSS-SO -

DSS-S4 
No Shows HSS-29, DSS-29, 

GHS-29, DSS-40, Past Due Apr., Statistics GHS-S4, DSS-S4 
GHS-40 

Patient Treatment Log HSS-29 

0 Pending Approvals GHS-21 

Physical Exams GHS-40, GHS-SO -

Object Codes, List by HSS-7S OHS-S4 

Object Codes, Reported HSS-72, HSS-71, Post Planning Releases HSS-Sl 
HSS-7S. HSS-SO, 
HSS-97 Pre-release Planning HSS-Sl 
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Procedure Codes, Reported HSS-71, HSS-72. S 
HSS-80 

Procedures by Provider GHS-69 S Grade VS D.R. Reports MHS-9S 

Procedures, Dental DSS-30, HSS-29 S Grade, Select by HSS-S3, HSS-SO 

Procedures, J Codes HSS-96 S Grade, Totals HSS-S4 

Prosthesis HSS-OS Same Day Health Care HSS-93 

Provider Report HSS-80 Schedule Book HSS-ll 

Psych Grade HSS-S3, HSS-SO, Sex Offenders OTC-04 
HSS-S4 

Shaving Passes HSS-OS 
Pushers HSS-OS 

Sick Call HSS-29, DSS-29, 
GHS-29, GHS-40, 

Q DSS-40 

Special Considerations HSS-OS 
Quality Management, Dental DSS-40, DSS-41, 

Specialists HSS-66, HSS-68 DSS-S3 

Quality Management, Medical GHS-40, GHS-S3 Specialists, Inmates Seen by HSS-71, HSS-72, 
HSS-80. 

Quality X-Ray GHS-69 
HSS-77, HSS-73 Summary reports: 

R 
Staff Codes HSS-64 - HSS-68 

Staff Codes, Outside Staff HSS-66 

RPRs GHS-SO - GHS-S4, Staff Codes, Select by HSS-29, HSS-80, 
GHS-70 GHS-69 

Radiology Log GHS-80 Staging GHS-21 

Radiology Statistics GHS-69 Statistics, Chronic Clinics HSS-19, HSS-S4 

Random Selection DSS-40, DSS-41, Statistics, Community Care HSS-76, HSS-73, 
GHS-40 HSS-8S, HSS-93, 

Re-Exams, Dental DSS-SO - DSS-S4, 
HSS-94 

HSS-ll Statistics, Dental DSS-S4, DSS-29, 

Reader HSS-OS 
DSS-30, HSS-29 

Statistics, Medical GHS-S4, GHS-29, 
Receiving New Inmates HSS-SS, HSS-S6 HSS-29 

Referrals, Status of GHS-21 Statistics, Operation GHS-29, DSS-29, 

Refusals HSS-29, DSS-29, 
HSS-29 

GHS-29, DSS-40 Statistics, PULHESDXTI HSS-50, HSS-S4 

Release Date HSS-Sl Statistics, Staff HSS-29 
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T V 

T Grade, Select by HSS-S3 Vendor Report HSS-80, HSS-76, 
HSS-77 

T Grade, Totals HSS-S4 
Vendor Utilization HSS-76 

Terminal Illness HSS-S3, HSS-SO, 
HSS-S4 Vendor Utilization/Costs HSS-77 

Total Inpatient Care HSS-8S Vendors HSS-66 

Transfers HSS-SS 

Transfers, Summary HSS-S6 W 

TRD Release Date HSS-Sl Wheelchairs HSS-OS 

Treatment Log HSS-29, DSS-29. Work Release Status HSS-OS 
GHS-29 

Work Units (Dental) DSS-30 

U 
X 

U Grade, Select by HSS-S3 

X Grade, Select by HSS-S3 
U Grade, Totals HSS-S4 

Notes: Unpaid Bills HSS-70 
X Grade, Totals HSS-S4 

Unpaid Bills, by Date HSS-90 
X-Ray Log GHS-80 

Utilization & Cost, Summary HSS-73 
X-Rays - Billing Statements GHS-69 

Utilization & Cost Report HSS-71, HSS-72, 
HSS-79 

Utilization Review, Detail HSS-84, HSS-79, 
HSS-72 

Utilization Review, Summary HSS-73, HSS-8S, 
HSS-76 
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**************************************************************** 
REQUESTOR: DHLTBLT-OFFICE OF HEALTH SVCS CENTRAL OFFICE-HLT 

**************************************************************** 
SYSTEM AUTOMATIC PRINT 

:MESSAGE ID: DATE: TIME: PRIORITY; 

TO: DHLTHLT - OFFICE OF HEALTH SVCS. - (DRS) 
ORS MESSAGE PRINTER 
CENTRAL OFFICE - HLT 

FROM: HEALTH - HEALTH SERVICES 
HEALTH MAILING LIST 
CENTRAL OFFICE - HLT 

SUBJECT: MON'Im..Y INSTITUTIONAL HEALTH SERVICES REPORT 
****~*********************************************************** 

NOTE: TIllS IS A DRAFT EFORM 
**************************************************************** 

INSTITUTION: 
REPORT FOR MONTH OF: 

NAME OF REPORTER: 
DATE OF REPORT: 

A. GENERAL 

1. MEDICAL GRADES: (OBIS-HS) 
la. Number of Medical Grade III 
lb. Number of Medical Grade IV 
lc. Percent of Medical Grades III and IV to 

Population 

2. DEATHS DURING MONTH: 

3. CLINIC ACTIVITY: 
3a. Nonemergency Clinic Visits 
3b. Nonemergency Clinic Use Rate (calculated) 
3c. Number Seen by Physician and Clinical Associate 
3d. Use Rate (calculated) 
3e. Number of Physician and 

Clinical Associate Duty Days 
3f. Number of Inmate Physical Exams 
3g. Number of Health Assessments 
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# 

# 

# 

# 
# 
# 

xxxxx 
xxxxx: 

xxxxx: 

XXXXX 

. XXXXX 



4. EMERGENCY ACTIVITY: 
4a. Number of Emergency Visits to Medical Clinic # 
4b. Medical Emergency Use Rate (calculated) XXXXX 
4c. Number Seen by Physician and Clinical Associate # 
4d. Number of Emergency (Sick Call) Visits to the Dental 

Clinic # 
4e. Dental Emergency Use Rate (calculated) :xx:xx:x 
4f. Number Seen by Dentist # 
4g. Number of Emergency Visits to the Mental 

Health Clinic # 
4h. Mental Health Emergency Use Rate (calculated) XXXXX 
4i. Number Seen by Psychiatrist # 

5. CONFINEME.t'IT: 
5a. Confinement Assessments # 
5b. Conrmement Treatment Encounters # 

6. CHRONIC DISEASE CLINICS: 
6a. Hypertension (OBIS-HS) XXXXX 
6b. Seizure (OBIS-HS) XXXXX 
6c. Diabetic (OBIS-HS) XXXXX 
6d. Asthma (OBIS-HS) XXXXX 
6e. TB (OBIS-HS) :xxxxx 
6f. General Medicine (OBIS-HS) XXXXX 

7. DIAGNOSTIC IMAGING PROCEDURES (Only Outpatients) 
7a. Number by Quality X-Ray # 
?b. Number by DC Institutions # 
7c. Number by Other Non-DC Institutions # 
7d. Numbe: of CAT Scans # 
7e. Number of ::MR.Is # 
7f. Number of Mammograms # 
7g. Number of U1trasonograms # 

8. LAB PROCEDURES (Only Outpatients): 
8a. Number by National Health Lab # 
8b. Number by DC Institutions # 
8c. Number by Other Non-DC Institutions # 

9. EYE EXAMS: 
9a. Number Performed in DC Institutions # 
9b. Number Performed Outside DC Institutions # 
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10. INFIRMARY ACTIVITY (Includes Medical Isolation): 
lOa. Number of Beds (changes from RHSA) 
lOb. Bed Days Available 
10c. Number of Admissions 
lOd. Number of Discharges 
10e. Total. Bed Days 
10f. Occupancy Rate 
109. Average Length of Stay 
10h. Number of Inmates in Infmnary for 

Medical Observation 

11. lYfEDICAL DIETS: 
Iia. Total. Number of Medical Diets 

(calculated) 

(calculated) 
(calculated) 

!lb. Number of New Medical Diets Issued During 
the Month 

B. COl\fl\.fiJNITY CARE SUPPLEMENT 

# 
# 
# 

# 

# 

# 

All Community Care Supplement data is collected from the OBIS-HS system. 

C. PHARMACY SUPPLEMENT 

1. DISPENSED BY A DC PHARMACY: 
1a. New Legend # 
lb. New OTC # 
lc. Refill Legend # 
1d. Refill OTC # 
Ie. Total. DC Pharmacy # 
1£. ~-x: Per 1000 (calculated) 

2. DISPENSED BY A NON-DC PHARMACY: 
2a. New Legend # 
2b. RX Per 1000 (calculated) 

3. PSYCHOTROPICS: 
3a. Unit Dose Solid # 
3b. Unit Dose Liquid # 

4. STOCK LlNE ORDER: 
4a. Number Issued # 

5. IV PREPS: 
Sa. Number of IV Bags # 
5b. Number Additions to IV Bags # 
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6. DORM OTC'S MEDICATIONS ISSUED: 
6a. Number of Acetaminophen Tablets (each tablet) # 
6b. RX Per 1000 (calculated) XXXXX 
6c. Number of Antacid Tablets (ea.ch tablet) # 

or Liquid Dose (Each Dose) 
6d. RX Per 1000 (calculated) XXXXX 
6e. Number of Lozenges (each lozenge) # 
6f. RX Per 1000 (calculated) XXXXX 
6g. Number of Pseudoephedrine Tablets (each tablet) # 
6h. RX Per 1000 (calculated) XXXXX 

D. EPIDEMIOLOGY SUPPLEMENT 

1. TB CONTROL: 
la. Number of PPDs Administered During the Month # 
lb. Number of Omm - 9mm (Insignificant) # 
lc. Number of 5mm - 9mm (At Risk) # 
ld. Number Positive - lOmm & Above # 
Ie. Number of PPDs Administered YTD (calculated) XXXXX 
1£. Number of positive PPDs YTD (calculated) :x:xxxx 
19. Number of PPD Screening Appointments 

Overdue During the Month. # 
Ih. Number of Contact Converts # 
Ii. 12 Week (Retest) Converts # 
Ij. Annual (Retest) Converts # 
1k. Number of X-Ray Follow-Ups During 

the Month # 
11. Number of Anergy or CM! Cellular 

Hypersensitivity Tests Administered # 
1m. Nl..~mber of Inmates Newly Placed on INH 

During the Month # 
In. Number of Inmates Who Completed INIl 

During the Month # 
10. Number of New Active Cases # 
Ip. Number of New Active Cases Y1D (calculated) XXXXX 
lq. Number of Active Cases Last Day # 
Ir. Number of Active TB with Positive HlV # 
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2. VENEREAL DISEASE: 
2a. Number of New Cases Gonorrhea During the 

Month # 

2b. Number of New Cases Gonorrhea (GC) YTD (calculated) XXXXX 

2c. Number of GC Cultures During the Month # 
2d. Number of New Cases Syphilis During 

the Month # 

2e. Number of New Cases Syphilis YTD (calculated) XXXXX 

2f. Number of Active Syphilis with Positive HIV on 
Last Day During the Month # 

2g. Number of Syphilis Follow-Up Visits During 
the Month # 

2h. Number of STD Cases of Other than Syphilis and Gonorrhea # 

3. HEPATITIS: 
3a. Number of New cases Hepatitis # 

3b. Number of New Cases YTD (calculated) XXXXX 

4. ANIMAL BITE: 
4a. Number of Animal Bites During the Month # 

4b. Number of Animal Bites YTD (calculated) xx:xxx 

5. INTESTINAL: 
5a. Number of Food Borne Diseases During the Month # 
5b. Number Food Borne Diseases YTD (calculated) xx:xxx 

6. NOSOCOMIAL: 
6a. Number of Nosocomial Cases During the Month # 

6b. Number of Nosocomial Cases YTD (calculated) XXXXX 

7. HIV: 
7a. Number of HIV Tests (Elisa) Administered During 

the Month # 
7b. Number of HIV Tests Administered YTD (calculated) xx:xxx 
7c. Number of HIV Tests Positive During 

the Month # 
7d. Number of BIV Tests Positive YTD (calculated) XXXXX 

7e. Incidence Rate Per Thousand (calculated) xx:xxx 
7f. Number of Confinning HIV Tests During 

the Month # 
7g. Number of Confmning HIV Tests YTD (calculated) xx:xxx 
7h. Number of Confinning HIV Tests Positive 

During the Month # 
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7i. Number of Confirming IDV Tests Positive 
Y1D (calculated) XXXXX 

7j. Number of Inmates at Institution Who Were 
HIV Positive last Day During the Month # 

7k. Prevalence Rate Per Thousand (calculated) x:xxx:x 

S. AIDS PER CDC CRITERIA: 
8a. Number of New AIDS Cases Diagnosed at the Institution 

During the Month # 
Sb. Number of New AIDS Cases 

Diagnosed YTD (calculated) XXXXX 
Sc. Incidence Rate Per Thousand (calculated) XXXXX 
8d. Number of AIDS Cases at the Institution 

on the Last Day During the Month # 

E. lVIENTAL HEALTH SUPPLEMENT 

1. INFIRMARY ACTIVITY (SUICIDE WATCH ISOLATION ONLY): 
la. Number of Beds (Changes from RHSA) XXXXX 
lb. Bed Days Available (calculated) XXXXX 
lc. Admissions # 
ld. Discharges # 
Ie. Total Bed Days # 
If. Bed Use Rate (calculated) XXXXX 
Ig. Number of Inmates in Infrrmary # 

2. CRISIS STABILIZATION ACTIVITY: 
2a. Number of Beds (Changes from OHS Mental Health) XXXXX 
2b. Bed Days Available (calculated) XXXXX 
2c. Admissions # 
2d. Discharges # 
2e. Total Bed Days # 
2f. Bed Use Rate (calculated) XXXXX 

3. TRANSmONAL CARE ACTIVITY: 
3a. Number of Beds (Changes from Ons Mental Health) xx:xxx 
3b. Bed Days Available (calculated) :xxxxx 
3c. Admissions # 
3d. Discharges # 
3e. Total Bed Days # 
3f. Bed Use Rate (calculated) xx:xxx 
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F. DENTAL SERVICES SUPPLEMENT 

All Dental Supplement data is collected from 
OHS Dental Screens and OBIS-HS. XXXXX 

1. Provider Days # 

G. HEALTH EDUCATION SUPPLEMENT 

l. ACCESS: 
1a. Orientation - Number of Inmates # 
lb. Orientation - Aggregate Number of 

Training Hours (calculated) XXXXX 

2. AIDS EDUCATION FOR INMATES: 
2a. Reception (Overview) - Number of Inmates # 
2b. Reception (Overview) - Aggregate 

Number of Training Hours (calculated) XXXXX 
2c. 101 (Basic) - Number of Inmates # 
2d. 101 (Basic) - Aggregate Number of 

Training Hours (calculated) XXXXX 
2e. 102 (Test Policy) - Number of Inmates # 
2f. 102 (Test Policy) - Aggregate Number 

of Training Hours (calculated) XXXXX 
2g. Prerelease - Number of Inmates # 
2h. Prerelease - Aggregate Number of 

Training Hours (calculated) XXXXX 

3. CANCER EDUCATION: 
3a. Self-Exam (Female) - Number of Inmates # 
3b. Self-Exam (Female) - Aggregate Number 

of Training Hours (calculated) XXXXX 
3c. Self-Exam (Male) - Number of Inmates # 
3d. Self-Exam (Male) - Aggregate Number of 

Training Hours (calculated) :xxxxx 
3e. Tobacco - Number of Inmates # 
3f. Tobacco - Aggregate Number of Training 

Hours (calculated) :xxxxx 

4. DENTAL EDUCATION: 
4a. Orientation/Group om - Number of Inmates # 
4b. Orientation/Group om - Aggregate Number of 

Training Hours (calculated) XXXXX 
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5. CHRONIC DISEASE CLINIC EDUCATION: 
Sa. Hypertension - Number of Inmates # 
Sb. Hypenension - Aggregate Number of 

Training Hours (calculated) XXXXX 
Sc. Seizure - Number of Inmates # 
Sd. Seizure - Aggregate Number of 

Training Hours (calculated) XXXXX 
Se. Diabetes - Number of Inmates # 
Sf. Diabetes - Aggregate Number of 

Training Hours (calculated) XXXXX 
Sg. Asthma - Number of Inmates # 
Sh. Asthma - Aggregate Number of 

Training Hours (calculated) XXXXX 
Si. TB - Number of Inmates # 
Sj. TB - Aggregate Number of Training 

Hours (calculated) XXXXX 
Sk. General Medicine - Number of Inmates # 
S1. General Medicine - Aggregate Number of 

Training Hours (calculated) XXXXX 

6. COM:MTINICABLE DISEASE EDUCATION: 
6a. Hepatitis - Number of Inmates # 
6b. Hepatitis - Aggregate Number of Training 

Hours (calculated) XXXXX 
6c. S'IDs - Number of Inmates # 
6d. S'IDs - Aggregate Number of Training 

Hours (calculated) XXXXX 

7. PRENATAL EDUCATION: 
7a. Prenatal - Number of Inmates # 
7b. Prenatal - Aggregate Number of 

Training Hours (calculated) XXXXX 

H. FElVIALE SUPPLEMENT 

1. PREGNANCIES: 
la. Number of New Inmate Pregnancies During 

the Month # 
lb. Number of New Pregnancies Y'ID (calculated) XXXXX 
lc. Number of Pregnant Inmates at the 

Institution on Last Day During the Month # 
ld. Number of lc. in 1st Trimester # 
Ie. Number of lc. in 2nd Trimester # 
If. Number of lc. in 3rd Trimester # 
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2. INFANT BIRTHS/DEATHS DURING THE MONTH: 
2a. Number of Live Births # 
2b. Number of Infant Deaths # 

3. TESTS DURING THE MONTH: 
3a. Number of Mammograms # 
3b. Number of Sonograms # 
3c. Number of Biopsies # 
3d. Number of Pap Smears # 
3e. Number of Abnonnal Pap Smears # 

4. MEDICATIONS DURING THE MONTH: 
4a. Number of Ibuprofen, 200mg Tablets # 
4b. Number of Tablets Per Thousand (calculated) XXXXX 
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Admin. Memo 89-4 
Attachment A 

MONTHLY WORKLOAD AND UTILIZATION REPORT 

ITEM DEFINITIONS 

A. GENERAL: 

Workload: (Collected from OBIS-HS) 

Total inmate workload of the unit: Sum of average daily population of all correctional 
institutions, community facilities, etc., assigned to the health unit (see Workload Supplement for 
detail). 

1. Medical Grades: (Collectedfrom OBIS-HS) 

a. Number of Medical Grade X-Ill: Total number of medical grade Ills in the institution's 
workload on the last working day of the month. 

b. Number of Medical Grade X-IV: Total number of medical grade IVs in the institution's 
workload on the last working day of the month. 

c. Percent of Medical Grades to Population: Total medical grade III and IV inmates as a 
percent of total institutional workload population. (Calculated by Planning/HIS from data 
reported in la. and lb.) 

2. Deaths: 

Number of deaths from all causes during the month (excludes executions). 

3. Clinic Activity: 

a. Nonemergency Clinic Visits: Total of all inmate visits to the clinic. (Count visits, NOT 
encounters.) A medical visit, such as for sick call, is the visit by the inmate and does not 
include separate encounters by various providers during the medical visit (i.e., vital signs, 
history, etc.). 

Includes: sick call visits; walk-in visits; all appoin~ments (physical exams, lab visits, 
chronic disease clinics, etc.); medication administration (for example, an 
inmate's request for a renewal prescription, during which time the inmate's 
medical record and need for the medication is reviewed to determine 
whether or not medication is to be continued); and health appraisals for 
grades III and IV; 
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Does NOT include: inmate declared emergencies; medication issue (assisting in 
providing a single dose of a medication to an inmate); 
health assessments for transfer; EOS, etc. (these assessments are 
counted at A. 3g. [confinement assessments at A. Sa.].). 

b. Nanemergency Clinic Use Rate per Inmate: Annualized rate of nonemergency clinic visits 
per inmate in the institutional workload. (Calculated by PlanningIHIS from data reported. ) 

c. Number Seen bv Physician and CA: Number of inmates enumerated in 3a. who were seen 
by a departmental physician or clinical associate. 

d. Number Seen by Physician and CA Use Rate per Inmate: Annualized rate of nonemergency 
clinic visits seen by a physician or clinical associate per inmate in the institutional 
workload. (Calculated by PlanningIHIS from data reported.) 

e. Number afPhysician and CA Duty Days (FTE): Actual total FTE days of physicians and 
clinical associates providing direct patient care during the month at the institution. 

f. Number aflnmate Physical Exams: Total number of inmate physical examinations (DC4-
707) performed during the month. 

g. Number afHealth Assessments: Number of health assessments performed, as follows: 

Includes: health assessments for transfers (in and out); and health assessments for 
EOS. 

Does NOT include: mandatory 90-day health appraisals for grades III and IV, or pre
or concurrent confinement assessments (these are counted at A. 
Sa.). 

4. Emergency Activity: 

a. Number afEmergencv Visits ta the Medical Clinic: Number of inmate visits to medical 
clinic on inmate declared emergency plus emergency care provided by medical personnel 
outside the clinic (e.g., code blue). 

b. Medical Emergency Use Rate per Inmate: Number of emergency visits to the medical 
clinic (item 4a.) annualized per inmate in the institutional workload. (Calculated by 
PlanninglHIS from data reported.) 

c. Number Seen by Physician and CA: Number of emergency visits to the medical clinic 
(item 4a.) where inmate was seen by the physician and/or CA. 
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d. Number ofEmergencv (Sick Call) Visits to the Dental Clinic: Number of inmate visits to 
the dental clinic on inmate declared emergency plus emergency dental care provided by 
dental health personnel outside the clinic. 

e. Dental Emergency Use Rate per Inmate: Number of emergency visits to the dental clinic 
(item 4d.) annualized per inmate in the institutional workload. (Calculated by Planning/ 
HIS from data reported.) 

f. Number Seen by Dentist: Number of emergency visits to the dental clinic (item 4d.) where 
inmate was seen by a dentist. 

g. Number of Emergency Visits to the Mental Health Clinic: Number of emergency visits 
to the mental health clinic on inmate declared emergency plus emergency mental health 
care provided by mental health personnel outside the clinic (e.g., code blue). 

h. Mental Health Emergency Use Rate per Inmate: Number of annualized emergency visits 
to the mental health clinic (item 4g.) where inmate was seen by mental health staff. 
(Calculated by PlanninglHIS from data reported.) 

i. Number Seen by Psychiatrist: Number of mental health emergency visits seen by a 
psychiatrist. 

5. Confinement: 

a. Confinement Assessments: The number of health assessments performed prior to or 
concurrent with an inmate's confinement. Includes mental health assessments. 

b. Confinement Treatments: Number of inmates treated for a complaint while in confine
ment, plus those taken to the clinic for treatment while in confinement. Does NOT 
include the number of inmates seen by health staff during confinement rounds where there 
was no treatment. Does NOT include issue of medications. 

6. Chronic Disease Clinics: (Collected from OBIS-HS) 

Number of inmates in the institutional workload assigned to each clinic on the last working day 
during the month. 

a. Hypertension 

b. Seizure 

c. Diabetes 

d. Asthma 
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e. TB 

f. General Medicine 

g. Immunodeficiency Clinic 

7. Diagnostic Imaging Procedures (Only Outpatients): 

a. Number by Quality X-Ray: Number of x-ray procedures completed on inmates in the 
institutional workload by Quality X-Ray during the month. 

b. Number by DC Institutions: Number of x-ray procedures completed on inmates in the 
institutional workload by DC institutions during the month. 

c. Number by Other Non-DC Institutions: Number of x-ray procedures completed on 
inmates in the institutional workload by other non-DC agencies during the month. 

d. Total Procedures: Total of 7a. - 7c. (Calculated by PlanninglHIS from data reported.) 

e. Procedure Use Rate per Inmate: Number of procedures annualized per inmate in the 
institutional workload. (Calculated by PlanninglHIS from data reported.) 

f. Number of CAT Scans: Number of CAT Scans performed on inmates in the institutional 
workload during the month. 

g. Number ofMRIs: Number of MRIs performed on inmates in the institutional workload 
during the month. 

h. Number of Mammograms: Number of mammograms (male and female) performed on 
inmates in the institutional workload during the month. 

i. Number of Ultra so no grams: Number of ultra so no grams (male and female) performed on 
inmates in the institutional workload during the month. 

8. Lab Procedures (Only Outpatients): 

a. Numbe r byN ational Health Lab: Number oflab procedures completed by National Health 
Lab for inmates in the institutional workload during the month. 

b. Number by DC Institutions: Number of lab procedures completed by DC institutions for 
inmates in the institutional workload during the month. 

c. Number by Other Non-DC Institutions: Number of lab procedures completed by other 
non-DC Institutions for inmates in the institutional workload during the month. 
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d. Total Procedures: 8a. - 8c. (Calculated by PlanninglHIS from data reported.) 

e. Use Rate per Inmate: Number of procedures annualized per inmate in the institutional 
workload. (Calculated by PlanninglHIS from data reported.) 

9. Eye Exams: 

a. Number Peifonned in DC Institutions: Number of eye exams performed in the institution 
on inmates in the institutional workload by ophthalmologist or optometrist and entered 
on HS20 screen as consult (SP-OH or SP-OP). 

b. Number Peiformed Outside DC Institutions: Number of eye exams and consultations 
performed outside the institution on inmates in the institutional workload by non-DC 
providers and entered on HS20 screen as consult (SP-OH or SP-OP). 

10. Infirmary Activity (Includes Medical Isolation): 

a. Number of Beds: Total bed capacity of the institutional infirmary. Includes beds used 
solely for medical isolation. (Collected from Regional Health Services Administrators as 
changes are made.) 

b. BedDaysAvailable: Total bed days available during the month. (Calculated by Planning/ 
HIS based on number of days in the reporting month.) 

c. Number of Admissions: Number of inmates formally admitted to the infirmary (an 
infirmary admission record was created). 

d. Number of Discharges: Number of inmates discharged after admission. Those admitted 
directly to infirmary and those after a 24-hour stay for observation (HSB 15.03.26 
Infirmary Services). 

e. Total Bed Days: Aggregate number of days of infirmary care provided during the month 
to inmates discharged from the infirmary. Note: Discharge days are counted the same way 
hospital discharge days are counted, i.e., count day of admission, do not count day of 
discharge. Days are only counted on discharge of patient. 

f. Occupancy Rate: The percentage of occupancy of infirmary. Include all days for inmates 
who were discharged during the month (regardless of when admitted), but do NOT 
include any inmates who were in the infirmary solely for observation and who were NOT 
formally admitted. (Calculated by PlanninglHIS based on number of days available and 
total bed days reported.) 

g. Average Length of Stay: Average stay, in days, for all inmates discharged during the 
month. (Calculated by PlanninglHIS based on total bed days and discharges reported.) 
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h. Number of Inmates in Infirmary for Medical Observation: Total number of inmates 
assigned to a short (less than 24 hours) stay in the infirmary as stated in HSB 15.03.26. 

11. Medical Diets: 

a. Total Number of Medical Diets: Total number of inmates in the institutional workload 
who were on a prescribed medical diet for any part during the month. 

b. Number of New Medical Diets Issued: Total number of new medical diets prescribed by 
physicians or dentists during the month. 

B. COMMUNITY CARE SUPPLEMENT: (Collected from OBIS-HS) 

1. Hospital Activity: 

a. Total Numher oUPEAdmissions: This is the number ofInpatientEmergeney Admissions 
(IPE) during the month recorded on HS20. 

b. Total Number oUPE Discharges: during the month recorded on HS20. 

c. Total Number oUPE Discharge Days: during the month recorded on HS20 associated 
with discharges. 

d. Average Length of(;,:av (IPE) 

e. Total Number oflPS Admissions: This is the number ofInpatient Scheduled Admissions 
(IPS) during the month recorded on HS20. 

f. Total Number oUPS Discharges: during the month recorded on HS20. 

g. Total Number oUPS Discharge Days: during the month recorded on HS20 associated 
with discharges. 

h. Average Length of Stay (IPS) 

i. Total Admissions (IPE and IPS): during the month. 

j. Total Discharges (IPE and IPS): during the month. 

k. Total Discharge Days (IPE and IPS): during the month. 

1. Average Length of Stay-All Hospitalizations 

m. Use Rate aPE and IPS) Hospital Bed Days per 1000: Number of hospital discharge days 
(IPE and IPS) per 1000 inmates in the workload. 
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2. Ambulatory Surgery: 

a. Number of Ambulatory Outpatient COP) Surgical Procedures: Performed and posted to 
HS20 during the month. Note: include only outpatient surgeries required to be performed 
in an organized surgical site or facility. 

b. Use Rate Ambulatory Surgery per 1000: Number of ambulatory surgical procedures 
performed per 1000 inmates in the workload. 

3. ER Visits: 

a. Emergency Room Visits: Number of inmate visits to hospital emergency rooms con
ducted and posted to HS20 during the month. 

b. Use Rate ER Visits per 1000: Annualized number of hospital emergency room visits per 
1000 inmates in the workload. 

4. Specialty Consults: (SP-XX) 

a. Specialty Consults: Number of total referrals to community providers. Includes those 
conducted in the sommunity and those conducted in the correctional institution and 
posted to the HS20 screen as SP-XX, including eye exams that are also reported at A. 9. 

b. Use Rate Specialty Consults per 1000: Annualized number of specialty consults per 1000 
inmates in the workload. May be expressed by specialty or specialty groupings, e.g., 
medical, dental, etc. 

5. Ancillary Services: (lA-XX) 

a. Ancillary Services: Number of ancillary services conducted and posted to the HS20 
screen during the month. An ancillary service is a health service procedure, device or test 
generally ordered by a health practitioner. An ancillary service is assessed as a separate 
encounter and may include facility, professional, service and/or device charges on one or 
more bills. 

b. Use Rate Ancillary Services per 1000: Annualized number of ancillary services per 1000 
inmates in the workload. (Calculated by PlanninglHIS from data reported.) 

C. PHARMACY SUPPLEMENT: 

1. Dispensed by a DC Pharmacy: 

a. Medical Rx: A prescription for outpatients or medication order for inpatients from a 
licensed practitioner dispensed by a DC Pharmacist. The total is from the computerized 
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repOlt "PRESCRIPTION LOG REPORT FOR PERIOD XX/Ol/9X THROUGHXXl311 
9X, PRESCRIPTION SUMMARY," listed as PLAN 1: Medical Prescription. 

b. Code J Rx: Prescriptions for HIV outpatient patients from a licensed practitioner 
dispensed by a DC Pharmacist. The total is from the computerized report "PRESCRIP
TION LOG REPORT FOR PERIOD XXlO1l9X THROUGH XX/3119X, PRESCRIP
TION SUMMARY." The total is listed as PLAN 2: Code J. 

c. Dental Rx: Prescriptions prescribed by licensed dental practitioner for dental patients. The 
total is from the computerized report "PRESCRIPTION LOG REPORT FOR PERIOD 
XXlO1l9X THROUGH XX/3119X, PRESCRIPTION SUMMARY." The total is listed 
as PLAN 3: Dental Prescriptions. 

d. Mental Health Rx: Prescriptions prescribed by licensed mental health practitioner. The 
total is from the computerized report "PRESCRIPTION LOG REPORT FOR PERIOD 
XXl01/9X THROUGH XX/31/9X, PRESCRIPTION SUMMARY." The total is listed 
as PLAN 4: Mental Health. 

e. Dorm OTC Meds: Orders for over-the-counter medications (OTC) used in the dorms as 
stated in HSB 15.03 .11 Provision and Use of Over-the-Counter Medications in Housing 
Confinement Areas and Selected Outside Squad Areas. The total is from the computer
ized report "PRESCRIPTION LOG REPORT FOR PERIOD XXlO1l9X THROUGH 
XXl3119X, PRESCRIPTION SUMMARY." The total is listed as PLAN 5: Dorm OTC 
Meds. 

f. Line Order M eds: Orders for pharmaceuticals used at the institution other than individual 
prescriptions. The total is from the computerized report "PRESCRIPTION LOG RE
PORT FOR THE PERIOD XXlO1l9X THROUGH XX/31/9X, PRESCRIPTIONS 
SUMMARY." The total is listed as PLAN 6: Line Order Meds. 

g. TotaZNew Rx: The total number of new prescriptions dispensed within monthly period by 
the institution. The total is from the computerized report "PRESCRIPTION LOG 
REPORT XXlO1l9X THROUGH XX/3119X, PRESCRIPTION RECAP." The totals 
may not equal lines 1a. through 1f. because this total is for all prescriptions dispensed by 
the institution including work camps, other institutions. 

h. Total Refill Rx: The total number of refill prescriptions dispensed by institution's DC 
pharmacist. The total is from the computerized report "PRESCRIPTION LOG REPORT 
FOR THE PERIOD XXl01/9X THROUGH XX/3119X, PRESCRIPTION RECAP." 

1. Total Fills: The total number of prescriptions dispensed at the institution by DC 
pharmacist, new and refills. The total is from the computerized report "PRESCRIPTION 
LOG REPORT FOR PERIOD XXlO1l9X THROUGH XXl31/9X, PRESCRIPTION 
RECAP." 
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j. A verage Price: This is the average price of a prescription dispensed by a DC pharmacist 
at the institution for inmate use for the reporting month. The average price is from the 
computerized report "PRESCRIPTION LOG REPORT FOR THE PERIOD XXiOl/9X 
THROUGH XXl3119X, PRESCRIPTION RECAP." 

k. Average Daily Fills: The average number of prescriptions dispensed in one working day 
for the month reporting. This is calculated by dividing Ii. (total fills) by the number of 
working days for the reporting month. (li.lmonthly work days). 

1. Rx Use Rate per Inmate: Annualized number of prescriptions (total fills) dispensed by a 
DC pharmacy per inmate in the institutional workload. (Calculated by Planning/HIS from 
data reported.) 

2. Number of Rx Dispensed by a Non-DC Pharmacy: 

a. New Legend: An original prescription or medication order from a licensed practitioner. 
Prescription medication which has the following legend on the manufacturer's label 
"Caution: Federal Law Prohibits Dispensing Without a Prescription." 

b. Rx Use Rate per Inmate: Annualized number of new legend prescriptions dispensed by a 
non-DC pharmacy per inmate in the institutional workload. (Calculated by Planning/HIS 
from data reported.) 

3. Psycho tropics: 

a. Unit Dose Solid: Tablets or capsules prepared by the pharmacy which are individually 
packaged with the name of the medication, strength, lot number, expiration date, and name 
of manufacturer, if generic. 

b. Unit Dose Liquid: Liquid medications prepared by the pharmacy, individually packaged 
with the name of the medication, strength, lot number, expiration date, and name of 
manufacturer, if generic. 

4. IV Preps: 

Intravenous preparations prepared by the pharmacist. 

a. Number of/V Bags: The total number of intravenous bags prepared by the pharmacist. 

b. Number of Additions to IV Bags: This is the total number of each additive to the bags. 

5. Dorm aTC Medications Issued: 

These are over-the-counter court-ordered medications issued to dormitories and confinement 
areas. 
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The medications listed below are to be counted by each tablet, lozenge, or cup of liquid, not by 
the package itself. 

a. Number of Acetaminophen Tablets (Each Tablet): Total number of tablets issued by the 
pharmacy to dorm. 

b. Acetaminophen Use Rate per Inmate: Annualized number of acetaminophen tablets used 
per inmate in the institutional workload. (Calculated by PlanninglHIS from data re
ported.) 

c. Number of Antacid Tablets (Each Tablet) or Liquid Dose (Each Dose J 

d. Antacid Use Rate per Inmate: Annualized number of antacid or liquid doses used per 
inmate in the institutional workload. (Calculated by PlanninglHIS from data reported.) 

e. Number of Lozenges (Each Lozenge) 

f. Lozenge Use Rate per Inmate: Annualized number of lozenges used per inmate in the 
institutional workload. (Calculated by PlanninglHIS from data reported.) 

g. Number of Pseudoephedrine Tablets (Each Tablet J: Total number of tablets issued by the 
pharmacy to dorm. 

h. Pseudoephedrine Use Rateper Inmate: Annualized number of pseudoephedrine used per 
inmate in the institutional workload. (Calculated by PlanninglHIS from data reported.) 

D. EPIDEMIOLOGY SUPPLEMENT: 

1. TB Control: 

a. Number ofPPDs Administered 

b. NumberofOmm- 9mm: (Insignificant) 5mm-9mmis insignificant for individuals who are 
not at risk. 

c. Number of5mm- 9mm: (At Risk) for contacts to infectious cases; persons with abnormal 
CXR and/or persons with HIV+ status. 

d. Number of Positive - lOmm and Above 

e. Number ofPPDs Administered YTD: Aggregate of la. above. (Calculated by Planning/ 
HIS from data reported. This also includes current month.) 

f. Number ofP ositive P P Ds YTD: Aggregate of 1 c. and 1 d. above. (Calculated by Planning/ 
HIS from data reported. This also includes current month.) 
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g. Number ofPPD Screening Appointments Overdue 

h. Number of Contact Converts: Number of positive PPDs (5-9mm at risk and lOmm and 
above) found in inmates tested immediately after identification of contact with a case of 
Tuberculosis. 

i. 12-Week (Retest) Converts: Number of positive PPDs (5-9mm at risk and 10mm and 
above) found in inmates tested 12 weeks after a previous test. 

j. Annual (Retest) Conve rts: Number of positi ve PPDs (5-9mm at risk and 1 Omm and above) 
found in inmates tested in routine annual retest. 

k. Number of X-Ray Follow-Ups 

1. Number of Anergy or CM! Cellular Hvpersensitivity Tests Administered 

m. Number ofInmates Newly Placed on INH 

n. Number ofInmates on !NH on Last Day 

o. Number oflnmates who Completed INFl 

p. Number of New Active Cases: Number of newly active cases ofTB diagnosed (ICD 011-
18.96 cases that were entered into OBIS-HS) at the institution during the month. Include 
inmates with reactivated TB recognized and started on treatment during the month. 

q. Number of New Active Cases YTD: Number of (new) active TB cases at the institution 
year-to-date. (Calculated by Planning/HIS from data reported. This also includes current 
month.) 

r. Number of Active Cases on Last Day: Number of active TB cases at the institution on the 
last day ofthe reporting period. This includes any inmate who is currently receiving anti
TB medications. 

s. Number of Active TB With Positive HIV: Number of active TB cases at the institution 
(identified in lr.) who also exhibit a positive HIV on the last day of the reporting period. 

2. Venereal Disease: 

a. Number of New Cases Gonorrhea 

b. Number of New Cases Gonorrhea (GC) YTD: (Calculated by Planning/HIS from data 
reported. This also includes current month.) 

c. Number GC Cultures 
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d. Number of New Cases Syphilis 

e. Number of New Cases Syphilis YTD: (Calculated by PlanninglHIS from data reported. 
This also includes current month.) 

f. Number of Active Syphilis with Positive BIV on Last Day: Number of active syphilis 
patients are those who started on medication therapy during the month. 

g. Number of Syphilis Follow-Up Visits 

h. Number of Cases Other than Syphilis and Gonorrhea 

3. Hepatitis: 

a. Number of New Cases of Hepatitis: Include only those cases with new onset of acute, 
active disease. (Do not include inmates with newly identified positive antibody tests 
without evidence of active disease.) 

b. N umbe r ofN ew Cases ofB epatitis YTD: (Calculated by PlanninglHIS from data reported. 
This includes current month.) 

4. Animal Bites: 

a. Number of Animal Bites 

b. Number of Animal Bites YTD: (Calculated by PlanninglHIS from data reported. This 
includes current month.) 

5. Intestinal: 

a. Number of Gastroenteritis Unfectious) Diseases: Number of inmates who have 
gastroenteritis (thought to be infectious) based on the infection control definition found 
in the Infection Control Manual. 

b. Number of Gastroenteritis (Infectious) Diseases YTD: (Calculated by PlanninglHIS from 
data reported. This also includes current month.) 

6. HIV: 

a. Number of HI V Tests (ELISA) Administered 

b. Number of HI V Tests (ELISA)Administered YTD: (Calculated by PlanninglHIS from data 
reported. This also includes current month.) 

c. Number ofBIV Tests (ELISA) Positive 
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d. Number of HI V Tests (ELISA) Positive YTD: (Calculated by PlanninglHIS from data 
reported. This also includes current month.) 

e. Number of Confirming HIV Tests (Western Blotl 

f. Number ofConfirmingHIVTests YTD (Western Blot ): (Calculated by PlanninglHIS from 
data reported. This includes current month.) 

g. Number of Confirming HIV Tests Positive (Western Blot) 

h. Incidence Rate per Thousand Tested in 6a.: Number of inmates at institution with a 
positive HIV during the month (data from 6g.) per 1000 tests administered from 6a. 
(Calculated by PlanninglHIS from data reported.) 

i. Number of Confirming HIV Tests Positive YTD (Western Blot): (Calculated by Planning! 
HIS from data reported. This includes current month.) 

j. Numberoflnmates at Institution Who Were ConfirmedHIV Positive on LastDay: Count 
all inmates with a positive HIV test including those who are diagnosed with AIDS. 

k. Prevalence Rate per Thousand: Number of inmates at institution who were HIV positive 
on last day of the reporting period (data from 6j.) per 1000 inmates in the institutional 
workload. (Calculated by PlanninglHIS from data reported.) 

7. AIDS CDC Criteria: 

a. Number of New AIDS Cases Diagnosed at the Institution 

b. Number of New AIDS Cases Diagnosed YTD: (Calculated by Planning!HIS from data 
reported. This includes current month.) 

c. Incidence Rate per Thousand: Number of new AIDS cases diagnosed during this report 
(data from 7a.) per 1000 inmates in the institutional workload. (Calculated by Planning! 
HIS from data reported.) 

d. Number of AIDS Cases at the Institution on Last Day 

e. Prevalence Rate per 1000: Number of inmates at institution who met the AIDS CDC 
criteria on last day of reporting period. (Data from 7 d. per 1000 inmates in the institution' ~ 
workload.) (Calculated by PlanninglHIS from data reported.) 
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E. MENTAL HEALTH SUPPLEMENT: 

Total inmate workload of the unit: Sum of average daily population of all correctional 
institutions, community facilities, etc., assigned to the health unit (see Workload Supplement for 
detail). 

1. Mental Grades: (Collected from OBIS-HS) 

a. Number of Mental Grade S-2: Total number of grade S-2s in the institution's workload 
on the last working day of the month. 

b. Number of Mental Grade S-3: Total number of grade S-3s in the institution's workload 
on the last working day of the month. 

c. Number of Mental Grade S-4: Total number of grade S-4s in the institution's workload 
on the last day of the month. 

d. Number of Mental Grade S-5: Total number of grade S-5s in the institution's workload 
on the last day of the month. 

e. Total Number of Mental Grade S-2. S-3. S-4. and S-5: Total number of grade S-2, S-3, 
S-4, and S-5 in the institution's workload on the last day of the month. 

f. Percent of Mental Grades to Population: Total mental grades S-2, S-3, S-4, S-5 as a 
percent of total institutional workload population. (Calculated by Planning/HIS from data 
reported in workload and Ie.) 

2. Infirmary Activity (Suicide Watch Isolation Only): 

Note: Those institutions with CSU or TeD Program Beds do not report activity here. 

a. Number of Beds: Number of suicide watch beds available in the clinic and approved for 
suicide watch. (Collected from Regional Health Services Administrators as changes are 
made.) 

b. Bed Days Available: Number of suicide watch beds multiplied by number of days in the 
period. (Calculated by PlanninglHIS based on number of days during the month.) 

c. Number of Admissions: Number of inmates admitted to suicide watch for a stay of 24 
hours or more. 

d. Number of Discharges: Number of inmates discharged after a stay of 24 hours or more. 
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e. Total Bed Days: Aggregate number of discharge days of suicide watch provided during 
the month to inmates discharged from suicide watch. Note: Discharge days are counted 
the same way hospital discharge days are counted, i.e., count day of admission, do not 
count day Gf discharge. Days are only counted on discharge of patient. 

f. Bed Use Rate: The percentage of occupancy of suicide watch. Include all days for inmates 
who were discharged in the period (regardless of when admitted). (Calculated by 
PlanninglHIS from data reported.) 

g. Number of Inmates in Infirmary on Last Day: Total number of inmates on last day of 
month assigned to a short stay (less than 24 hours) in a suicide watch approved bed in the 
infirmary. 

Note: CSU and TCU Program units do not report here. 

3. Crisis Stabilization Activity: 

Note: Only CSU Program Beds report here. 

a. Number of Beds: Number of crisis stabilization beds available in the Crisis Stabilization 
Unit. (Collected from OHS Central Office Mental Health as changes are made.) 

b. Bed Days Available: Number of crisis stabilization beds multiplied by number of days in 
the period. (Calculated by PlanninglHIS based on number of days in the reporting month.) 

c. Number: ofAdmissiol1s: Number of inmates admitted to crisis stabilization for a stay of24 
hours or more. 

d. Number of Discharges: Number of inmates discharged after a stay of 24 hours or more. 

e. Total Bed Days: Aggregate number of discharge days of crisis stabilization care provided 
during the month to inmates discharged from crisis stabilization. Note: Discharge days 
are counted the same way hospital discharge days are counted, i.e., count day of 
admission, do not count day of discharge. Days are only counted on discharge of patient. 

f. Bed Use Rate: The percentage of occupancy of crisis stabilization. Include all days for 
inmates who were discharged in the period (regardless of when admitted), but do NOT 
include lay-ins. (Calculated by PlanninglHIS based on number of days available and total 
bed days reported.) 
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4. Transitional Care Activity: 

Note: Only TCU Program Beds report here. 

a. Number of Beds: Number of transitional care beds available in the Transitional Care Unit. 
(Collected from OHS Central Office Mental Health as changes are made.) 

b. Bed Days Available: Number of transitional care beds multiplied by number of days in 
the period. (Calculated by PlanninglHIS based on number of days in the reporting month.) 

c. Number of Admissions: Number of inmates admitted to transitional care for a stay of 24 
hours or more. 

d. Number of Discharges: Number of inmates discharged after a stay of24 hours or more. 

e. Total Bed Days: Aggregate number of discharge days of transitional care provided during 
the month to inmates discharged from transitional care. Note: Discharge days are counted 
the same way hospital discharge days are counted, i.e., count day of admission, do not 
count day of discharge. Days are only counted on discharge of patient. 

f. Bed Use Rate: The percentage of occupancy of transitional care. Include all days for 
inmates who were discharged in the period (regardless of when admitted), but do not 
include lay-ins. (Calculated by Planning/HIS based on number of days available and total 
bed days reported.) 

5. CMHI Activity: 

Note: Only CMHI Program Beds report here. 

a. Number of Beds: Number of CMHI beds available. (Collected from OHS Central Office 
Mental Health as changes are made.) 

b. Bed Days Available: Number of CMHI beds multiplied by number of days in the period. 
(Calculated by PlanningIHIS based on number of days in their reporting month.) 

c. Number of Admissions: Number of inmates admitted to CMHI care for a stay of24 hours 
or more. 

d. Number of Discharges: Number of inmates discharged after a stay of 24 hours or more. 
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e. Total Bed Days: Aggregate number of discharge days of CMHI care provided during the 
month to inmates discharged from CMHI care. Note: Discharge days are counted the 
same way hospital discharge days are counted, i.e., count day of admission, do not count 
day of discharge. Days are only counted on discharge of patient. 

f. Bed Use Rate: The percentage of occupancy of CMID care. Include all days for inmates 
who are discharged in the period (regardless of when admitted), but do not include lay
ins. (Calculated by PlanninglHIS based on number of days available and total bed days 
reported.) 

g. Average Length of Stay: Average stay in days, for all inmates discharged during the 
month. (Calculated by PlanninglHIS based on total bed days and discharges reported.) 

h. Number oflnmates in CMHI on Last Day 

F. DENTAL SERVICES SUPPLEMENT: (Collected from OBIS-HS) 

Dental Productivity Units 

1. Provider Days: Actual FrE days spent by dentists providing direct patient care during the month. 
Report in increments of half days only, i.e., 10, 12.5, 13, 13.5, etc. 

2. Diagnostic Units: Initial and periodic exams, emergencies, x-rays, study models, treatment plans, 
prescriptions. Total dental productivity units performed. 

3. Preventive Units: Prophylaxis, scaling, fluoride treatments, mechanical dental diets and oral 
hygiene instructions. Total dental productivity units performed. 

4. Restorative Units: Amalgam fillings, resin fillings, single crowns. Total dental productivity units 
performed. 

5. Endodontics Units: Pulp caps, root canals. Total dental productivity units performed. 

6. Periodontics Units: Gingivectomies, grafting, splints, other periodontal procedures. Total dental 
productivity units performed. 

7. Prosthodontics Removable Units: Complete dentures, partial dentures, relines. Total dental 
productivity units performed. 

8. Prosthodontics Fixed Units: Bridges. Total dental productivity units performed. 

Appendix B 125 



9. Oral Surgery Units: Extractions, fractures, pathology, other oral surgery procedures. Total dental 
productivity units performed. 

10. Orthodontics Units: Orthodontic therapy. Total dental productivity units performed. 

11. Adjunctive General Services Units: Palliative treatment, consultations, ward visits, occlusal 
adjustments. Total dental productivity units performed. 

12. Total Units: Total dental productivity units produced during the collection period. 

13. Units/Provider Days: Total dental productivity units divided by provider days (item 1). Dental 
productivity per patient care day. (Calculated by PlanninglHIS from data reported.) 

14. Total Patients Treated: Total number of inmate contacts by the dental staff. Includes routine, 
emergency, and sick call appointment visits. 

G. HEALTH EDUCATION SUPPLEMENT: 

1. Access: 

Orientation-Number ofInmates: Number of inmates leceiving health care orientation during the 
month documented in health record and attendance sheet. 

2. AIDS Education for Inmates: 

a. Reception (Overview}-Number of Inmates: Brief AIDS education overview taught 
during reception process. (Reception Centers only) Number of inmates receiving training 
during the month. 

b. 101 (Basic}-Numberoflnmates: Standardized, basic AIDS classes for permanent party 
inmates. All inmates must have this class documented in medical record. Number of 
inmates taught during the month. 

c. 102 (Test Policy}-Number oflnmates: Number of inmates receiving briefing on right to 
volunteer for HIV testing during the month. (Note: Does not include pre- and posttest 
counseling.) 

d. Prerelease-Number ofInmates: Educational program or information on AIDS provided 
to inmates in preparation for release. Number of inmates taught during the month. 

3. Cancer Education: 

a. Self-Exam (Female }-Number ofInmates: Educational programming provided to female 
inmates on breast self-exams/mammography. Number of inmates taught and docu
mented during the month. 
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b. Self-Exam (Male I-Number of Inmates: Educational programming provided to male 
inmates on testicular exam. Number of inmates taught and documented during the month. 

4. Dental Education: 

Orientation Group OHI-Number oflnmates: Group teaching on orientation to Dental Services 
and Oral Hygiene Instruction (OHI). Number of inmates taught and documented during the 
month. 

5. Chronic Disease Clinic Education: 

a. Hypertension-Number of Inmates: Formalized and documented individual or group 
teaching regarding hypertension. This may be verbal and/or written and must include time 
for questions. Number of inmates taught during the month and documented in medical 
record. 

b. Seizure-Number oflnmates: Formalized and documented individual or group teaching 
regarding seizures. This may be verbal and/or written and must include time for questions. 
Number of inmates taught during the month and documented in medical record. 

c. Diabetes-NumberofInmates: Formalized and documented individual or group teaching 
regarding diabetes. This may be verbal and/or written and must include time for 
questions. Number of inmates taught during the month and documented in medical 
record. 

d. Asthma-Number oflnmates: Formalized and documented individual or group teaching 
regarding asthma. This may be verbal and/or written and must include time for questions. 
Number of inmates taught during the month and documented in medical record. 

e. TB-Number of Inmates: Formalized and documented individual or group teaching 
regarding tuberculosis (TB) and isoniazid (INH). This may be verbal and/or written and 
must include time for questions. Number of inmates taught during the month and 
documented in medical record. 

f. General Medicine-Number ofInmates: Individual patient teaching regarding specific 
condition. Must be documente.d in medical record. Number of inmates taught during the 
month. 

g. Immunodeficiencv-Number oflnmates: Individual patient teaching regarding immuno
deficiency conditions. Must be documented in medical record. Number of inmates taught 
during the month. 
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6. Communicable Disease Education: 

a. Hepatitis-Number oflnmates: Formalized and documented individual or group teach
ing regarding hepatitis. This may be verbal and/or written and must include time for 
questions. Number of inmates taught during the month and documented in medical 
record. 

b. STDs-Number oflnmates: Formalized and documented individual or group teaching 
regarding STDs. This may be verbal and/or written and must include time for questions. 
Number of inmates taught during the month and documented in medical record. 

7. Prenatal Education: 

Prenatal-Number of Inmates: Formalized and documented individual or group teaching 
regarding prenatal care for female inmates. This may be verbal and/or written and must include 
time for questions. Number of inmates taught during the month and documented in medical record. 

H. FEMALE SUPPLEMENT: 

1. Pregnancies: 

a. Number of New Pregnancies 

b. Number of Pregnancies YTD: (Calculated by PlanninglHIS from data reported. This also 
includes current month.) 

c. Number of Pregnant Inmates at the Institution on Last Day 

d. Number of1c. in 1st Trimester 

e. Number of 1 c. in 2nd Trimester 

f. Number of 1 c. in 3rd Trimester 

2. Infant Births/Deaths: 

a. Number of Live Births 

b. Number ofInfant Deaths: Report all deaths from time of delivery through 7 days from 
delivery. 
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3. Tests: 

a. Number of Mammograms 

b. Number of So no grams 

c. Number of Biopsies: (These are only breast and cervical/genital.) 

d. Number of Pap Smears 

e. Number of Abnormal Pap Smears: (Report all Class II through V.) 

4. Medications: 

a. Number oflbuprofen. 200mg Tablets 

b. IbuQrofen Use Rate per Inmate: Annualized number of ibuprofen used per 1000 inmates 
in the institutional workload. (Calculated by PlanninglHIS from data reported.) 
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