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MYTH NO. 9: COUNTRIES WITH 
SINGLE-PAYER NATIONAL HEALTH CARE 

SYSTEMS ELIMINATE UNNECESSARY MEDICAL CARE

A frequent criticism of the U.S. health care system is that it is wasteful because
a considerable number of procedures are “unnecessary.” For example, in 1989
Robert Brook of the Rand Corporation asserted that “perhaps one-fourth of hos-
pital days, one-fourth of procedures and two-fifths of medications could be done
without.”1 To support this contention, Rand researchers pointed to wide varia-
tions in 123 medical procedures for Medicare patients in various parts of the
country.2 The rate at which the procedures were performed varied by as much as
six, seven, or eight to one, with no apparent explanation. Areas that were high in
performing one procedure were often low in performing another. Other studies
have found similar results.3 But knowing there are variations does not reveal
whether some patients are being shortchanged and others overtreated.4

THE RAND STUDY OF UNNECESSARY CARE

A subsequent Rand study collected medical records for 5,000 Medicare pa-
tients treated in 1981 and convened a panel of experts to judge the appropri-
ateness of three procedures.5 The results showed that in slightly more than a
fifth of the cases, the procedure performed was judged inappropriate and
therefore unnecessary. For carotid endarterectomy (the removal of plaque in
major arteries to the brain), the procedure was judged appropriate only about
one-third of the time.6 National media widely reported these results, and they
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became Exhibit A in building the case for the managed care revolution dur-
ing the 1990s (see table 9.1). But a closer examination reveals more than first
meets the eye. For example, why did Rand need to convene a panel of ex-
perts? Because researchers could not answer questions about appropriateness
by merely consulting the medical literature. And the convened experts were
far less unified than media reports suggested.

REEXAMINING THE EVIDENCE OF UNNECESSARY CARE

The classifications depicted in table 9.1 were decided by a majority vote. Table
9.2 presents a different way of looking at the Rand study, showing the number
of times that seven of nine experts agreed. (The two opinions ignored are the two
most extreme.) As the table shows, seven of the nine found only 12 percent of
the procedures to be inappropriate, not 22 percent. And even this degree of con-
sensus is misleading. In the Rand study, each expert initially expressed a per-
sonal judgment. Then they met for discussions in which group pressure favored
consensus and members often changed their minds.7 Indeed, the most remark-
able fact about the Rand study was that despite their efforts to arrive at a defin-
itive judgment, seven of nine experts could agree less than half the time that the
procedures were either definitely appropriate or definitely inappropriate.

EVIDENCE TODAY

What inferences can we draw from a study of medical records in 1981 for the
practice of medicine today? Since then, major changes have been made in the
way hospitals are run. For better or for worse, American physicians are now more
closely scrutinized by peers and third-party payers than physicians anywhere else
in the world. This scrutiny, coupled with the prospect of malpractice liability law-
suits, limits the likelihood of procedures that do more harm than good. It still may
happen in HMOs as well as fee-for-service insurance plans, but it is much less
likely than two decades ago. The results of three studies of surgery in New York
State in 1990 are consistent with this judgment. In all three cases, the fraction of
inappropriate procedures was judged to be 4 percent or less.8

MEDICAL ART VERSUS MEDICAL SCIENCE

Medical science has clearly advanced over the past two decades. Despite that
fact, practicing physicians still hold widely differing opinions about the ap-
propriateness of care.
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More than half the procedures in the Rand study fell between the do-no-
harm standard and the conservative standard of performing a procedure only
if it is definitely appropriate (see table 9.1). In the New York studies, the “un-
certain” range was as high as 38 percent. These findings imply an enormous
range over which discretion can be exercised and still fall within the bounds
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of good science and medical ethics. They also imply that often there is no ob-
jective “right” answer and that the practice of medicine remains as much an
art as a science. Thus, the debate about unnecessary or inappropriate treat-
ments is far from over.9 Put crudely, these studies point to the prospect of a
health plan being able to make a great deal of money by substantially reduc-
ing the number of procedures performed without violating any professional
code of conduct.

THE FIND-NO-HARM APPROACH 
TO IDENTIFYING INEFFICIENT CARE

Researchers at Milliman & Robertson (M&R), a leading actuarial consulting
firm, have taken a different approach to this issue. Rather than attempt to de-
termine whether procedures are appropriate, M&R analysts sought to deter-
mine whether fewer days in a hospital can cause detectable harm. If they
could detect none, M&R concluded that the extra days represented unneces-
sary (read: inefficient) care.10

For example, take groups of similar patients hospitalized for two, four and
six days for a specific condition. Suppose medical records show that the
health outcomes of patients with a two-day hospital stay are no different from
those of patients with four- or six-day stays. M&R would conclude that the
four-day stay involved two days and the six-day stay four days of unneces-
sary hospitalization. Using a similar methodology, suppose people treated as
outpatients fared just as well as people hospitalized for the same condition.
Then M&R would conclude that all the inpatient days were unnecessary. Pro-
ceeding in this way, M&R estimated the total number of unnecessary hospi-
tal days for the country as a whole. Table 9.3 shows the following:11

• M&R estimated that two-thirds of hospital days of nonelderly patients were
unnecessary in Newark, Philadelphia, Pittsburgh and New Orleans.

• The range was from 35 percent in Portland to 72 percent in New York City.
• Nationwide, M&R estimated that 54 percent of all inpatient days were un-

necessary.12

For the elderly (Medicare) population, M&R estimated that 53 percent of
inpatient care was unnecessary, ranging from 34 percent in Honolulu to 65
percent in New York City.

Two critical assumptions lie behind these estimates. First, in deciding
whether hospital stays were unnecessary, M&R looked only at outcomes and
not at risk reduction. For example, even if the four-day hospital stay produced
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the same medical outcome as the two-day stay, the risks to which patients
were exposed were different. On the one hand, simply being in a hospital adds
to risk. According to one study, two million Americans pick up infections dur-
ing a stay in the hospital each year—almost 10 infections for every 1,000 pa-
tient days—and 106,000 of these were fatal. Moreover, one of every 300 pa-
tients dies of adverse drug reaction, making that one of the leading causes of
death.13 Although these results have been disputed, no one thinks the risks are
negligible.14 But being in a hospital reduces risk in other ways. If the patient’s
health worsens, the hospital can bring highly specialized resources to bear
right away.

Other things being equal the less time spent in the hospital, the better. But
not everyone shares this view. Take well-baby delivery, for example. Man-
aged care organizations have decided that two nights in a hospital and perhaps
even one night is unnecessary. But one study found that babies released from
the hospital less than seventy-two hours after birth have a small increased risk
of readmission.15
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A second assumption is that because a length-of-stay objective is met
somewhere in the United States, it can be met everywhere. M&R encouraged
this interpretation by publishing guidelines on appropriate lengths of stay for
surgical procedures.16 HMOs and other managed care organizations used the
guidelines to pressure providers. Physicians were appalled. The reason?
M&R’s recommended lengths of stay are very different from what most
physicians think is appropriate for their patients.17

• Whereas M&R recommended that women stay in a hospital a little over one
day for a normal baby delivery and two and one-half days for a cesarean,
the national average is more than two days for the former and more than
four for the latter.

• Whereas M&R recommended that mastectomies be done on an outpatient
basis, the average length of stay for the country as a whole is two and one-
half days.

• In the case of the high-risk procedure of esophagectomy (removal of the
esophagus), M&R recommended five days compared to an average actual
patient stay of thirteen days.

• For a mid-shaft femur fracture (broken thigh bone), M&R recommended
one day, while the average patient stay is six days.

• For craniotomy (brain surgery), the difference is five days and for a radical
hysterectomy, seven days.

Clearly, what M&R recommended is not what most doctors might pre-
scribe. And the use of such guidelines to press for premature patient releases
has caused political turmoil. For example, in response to patient complaints
about drive-through deliveries, a 1997 federal law guarantees mothers the
right to hospital stays of two days for well-baby delivery and four days for a
cesarean. Dozens of states have passed similar laws. Who is right: M&R, the
doctors or the politicians? In some cases M&R may simply be wrong. In other
cases, M&R may theoretically be right, but its guidelines cannot be met
through the simple expedient of early release. As following case study notes,
meeting the guidelines may require completely changing the way doctors
practice medicine.

CASE STUDY: MASTECTOMIES

M&R guidelines state that an ordinary mastectomy can be performed out-
patient with a stay as short as six hours. There is a facility that meets this
standard, but it is the only place in the country that does so—the Johns Hop-
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kins Breast Center. Under the leadership of William Dooley and Lillie
Shockney, the center has revolutionized breast surgery by investing time,
effort and energy in learning how to do the procedure differently from stan-
dard practice.

For example, whereas a mastectomy would ordinarily average about two
hours, Dooley does it in forty-seven minutes. Because the center uses a dif-
ferent anesthesia and anesthetizes the patient for much less time, recovery is
quicker and side effects are fewer. Patients have the option of spending the
night in the hospital, but most choose to go home. They can do so because
several days prior to surgery they go through a three-hour training session
with their care partner (usually someone who lives in the home with the pa-
tient). Such training is important, because patients need to be able to monitor
their own progress and recognize signs of potential trouble. In addition, after
surgery a nurse visits the patients in their homes twice.

The result is lower cost, higher quality and satisfied patients. Yet, if an
HMO insisted on outpatient surgery without changes in hospital technique
and patient training, the risk of unhappy patients reappearing in the emer-
gency room with further complications might greatly increase.18

ECONOMIC IMPLICATIONS OF 
THE M&R AND RAND STUDIES

What the Johns Hopkins Breast Center has designed is a more efficient way
to perform breast surgery. Women are not simply sent home earlier; they are
enabled to go home early. And the fact that more hospitals around the coun-
try have not copied the technique indicates how inefficient our health care
system is, compared to other markets.

The Rand study focused on the decision to perform surgery and strongly
implied that unnecessary care was being delivered for economic reasons.
However, the opposite incentive is present with respect to length of stay. Most
physicians have a direct or indirect economic incentive to reduce length of
stay.19 The fact that it takes so long for efficient surgical techniques to be
widely adopted implies that doctors are not responding quickly enough to
economic incentives!

Why not? It is tempting to conclude that physicians find it easier to con-
tinue inefficient surgical procedures and the risks of early release than to in-
vest in learning more efficient techniques. Unfortunately, this conclusion is
consistent with the idea that managed care rewards cost reduction at the ex-
pense of quality more than cost reduction produced by greater efficiency and
subsequent quality improvement.
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UNNECESSARY CARE IN OTHER COUNTRIES

One might suppose that in countries where health care is rationed and many
medical needs go unmet, doctors would tend to provide only “necessary”
care. This is not the case. According to Rand research, those who receive care
may not be those most in need of care. A review of the medical records on
coronary artery bypass surgery performed in the Trent region of Britain found
many were performed for less than appropriate reasons (using both British
and American criteria).20 Overall, Rand researchers found that21

• 21 percent of British coronary angiographies and 16 percent of coronary ar-
tery bypass graft surgeries were performed for inappropriate reasons.

• In some regions, coronary angiography and coronary artery bypass proce-
dures were found to be inappropriate about 50 percent of the time.

• In the Northwest Thames region, 60 percent of gall bladder removals with
a laparoscope were found to be inappropriate about 50 percent of the time.

Despite waiting lists, health authorities appear not to question the appro-
priateness of the procedures for which patients are waiting.22 Rand researcher
Robert Brook, himself a physician, told a U.S. Senate committee, “I was
shocked to find that half of the people who actually got cardiac revascular-
ization did not meet criteria established by physicians in the UK for getting
those procedures.”23

Rand researchers found similar results in other countries with national
health insurance. For example:

• In Israel, 29 percent of gall bladder removals were performed for “less-
than-appropriate” reasons.24

• A panel of reviewers found that 19 percent of referrals of Swedish patients
for coronary revascularization were inappropriate.25

The Rand summary concluded, “Contrary to the researchers’ expectations,
habitual rationing of resources did not restrict use of these sophisticated and
expensive treatments to only those who would most clearly benefit from
them.”26 Other studies have come to similar conclusions.27
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