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Once again this year, the most recent cost statistics on America's health care 
industry come as no surprise. Again, they substantiate what we already know. The 
cost of medical care continues its unyielding ascent. 

Last year, America's medical bills totaled $287 billion -- a 15% increase over the 
annual cost a year before. 

Over the last decade and a half, health care costs have more than tripled. One 
component of these costs - hospitalization - has increased five fold since 1967. The 
nation's tab for hospital care in 1981 was $118 billion -- up 18% in just one year. 
Over one generation, since 1950, hospital costs have risen 1000 percent -- seven 
times the rate of inflation. 

During this time, the health care industry has become the nation's third largest 
employer, trailing in this category only civil service and retailing. 

Of particular concern is not so much the sheer size of the industry. It is the rate of 
increase in health care costs which is so alarming. 

Cost control is a challenge for any industry. But for the health care industry, cost 
control is an extremely complex issue -- made so by the variety of involvement in 
health care by both the public and private sectors and the varying needs of the 
consumer at large. Business, which is shelling out 60 billion a year for employee 
medical plans, has every reason to be alarmed. Government programs such as 
social security, medicare, and medicaid have experienced similar cost increases -- 
expenses which must ultimately be passed on to the taxpayer. 

An example of how rising health care costs have affected state governments can be 
found in our State medicaid program, which is jointly funded by the Federal and 
State governments. This program was experiencing growth rates of 12-35% during 
the years 1977 through 1981. 

In 1981, Delaware's Secretary of Health and Social Services Patricia. Schramm 
appointed a Medicaid Cost Containment Committee composed of health care 
professionals, State legislators, representatives of various State agencies, and 



health care consumers. It was established in response to Federal measures designed 
to decrease the burden of the medicaid program on the Federal government. 

The efforts of this group focused on analyzing specific options that could reduce 
the growth of expenditures, -- expenditures which affect the quality of medicaid 
health care for those in need. The potential cost saving of each option was 
identified and weighed against its impact on medicaid recipients and providers.  

After analyzing approximately 60 different options, the group selected 15 for 
eventual use and many of these options have been implemented by the State as cost 
saving measures. 

I am very pleased by the deliberations of the Medicaid Cost Containment 
Committee. While the effort was a long and tedious process, it exemplified the 
kind of cooperation that is required in bringing together government, private 
providers and consumers to tackle this difficult challenge. 

I see other promising trends in Delaware's health care system. Blue Cross/Blue 
Shield is to be commended for its initiative in establishing an HMO - an alternative 
in the health care system that is viewed by many economists as a cost-effective 
means of health care delivery. 

The Statewide Health Coordinating Council, the State Bureau of Health Planning 
and Resources Development, and the Delaware Health Council are also examples 
of groups that encourage cost-containment practices. Through organizations like 
these, representatives of the private sector must continue to be included in health 
care planning decisions. 

In Delaware, our own health care expenditures fare well when compared with 
national trends. While the nation as a whole experienced a 15% increase in health 
care expenditures between 1980 and 1981, Delaware's increase was 10%.  

Nevertheless, Delaware's employers face legitimate concerns when presented with 
meeting a 20 to 30 percent increase in rates for group insurance coverage for their 
employees. 

How then will we begin to address the overall problem of expense increases? 
As usual, in a situation as complex as this is, we face the problem of balancing 
several competing interests. 



The public demands quality care. And that means widespread application of the 
latest medical and technological advances, better facilities, and in many cases more 
facilities. 
We must foster free market competition in the health care industry, yet there is a 
very clear need to regulate its individual providers. 

The health care consumer deserves freedom of choice, yet evidence suggests that 
certain costly options must be limited. 

These are not easy choices to make, and we will have a delicate balancing act to 
perform if we are to continue to offer quality health care while attempting to hold 
down rising costs. 

These problems call for imaginative approaches, incentives for consumers to 
choose cheaper alternatives, the prudent use of technology. They call for 
cooperation and commitment on the part of the interests represented by each of us 
in this room. The problems will not be solved quickly. 

I commend the Chamber of Commerce, Blue Cross/Blue Shield, and 
representatives of Delaware's private and public sectors for its interest in this 
important subject. I hope that through the exchange of opinions and ideas a 
commitment to innovative approaches will emerge. And I look forward to working 
with all of you to hammer out practical solutions that will in the long run be 
beneficial to all of us. 
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