
What happens to aged welfare recipients who receive health care through
prepayment group practice as compared with those who do not? The
following report analyzes the experience of New York City welfare
clients enrolled with seven HIP groups and of those receiving care
from other sources. Changes in patterns of use and in mortality
rates were noted. Other aspects are discussed including the
relationship to the Medicaid program in New York.
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THE HIP-Welfare Demonstration Proj-
Tect is one of a number of experiments
the Department of Welfare has under-
taken in recent years in an effort to im-
prove the quality of medical care for the
indigent and, in particular, to provide
greater continuity of care.1 2 At the
time these experiments were begun, the
welfare recipient went for his care to
outpatient departments of local hos-
pitals. Typically, he was seen by a physi-
cian who was contributing his services
to the clinic or by a physician in train-
ing, and no one physician had continu-
ing responsibility for the care of the
patient. House calls were obtained from
physicians on a panel maintained by
welfare and as a rule these physicians
were unfamiliar with the patient's clinic
record. If the patient was hospitalized, a
third set of physicians, the house staff
at voluntary and municipal hospitals,
became responsible. Welfare clients in
nursing homes received medical care
from panel physicians. It was common
for a nursing home patient to be seen
by several physicians, no one of whom
could be considered the patient's reg-
ular doctor. Laboratory tests and x-rays

were rarely made and medical charts
were of the most rudimentary nature.

In September, 1962, the Department
of Welfare enrolled about 13,000 re-
cipients of public assistance in seven of
the medical groups affiliated with HIP in
the largest of its experimental efforts to
bring welfare clients into the mainstream
of medical care. Twelve thousand of
the new enrollees were receiving Old
Age Assistance (OAA) and living in
their own homes. They represented
about 38 per cent of the OAA caseload
in the city at the time. The other new
enrollees were patients in proprietary
nursing homes, and made up about 30
per cent of the welfare clients in such
homes.

Patients enrolled in HIP are entitled
to care by family physicians and by
specialists associated with the participat-
ing medical groups. They obtain serv-
ice at the doctors' offices, which are
usually in the group centers, in their
own homes, in nursing homes and, in
general, in hospitals. However, welfare
regulations required that hospital admis-
sions of welfare clients enrolled in HIP
be made to general service ward ac-
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commodations. (This was also the policy
for clients not enrolled in HIP.) Ac-
cordingly, HIP physicians did not have
responsibility for the welfare patient's
care in the hospital.

In view of the nation-wide concern
with the problem of delivering medical
care to the aged, it was important to
learn as much as possible from the
demonstration program. A plan for city-
wide research was accordingly developed
jointly by representatives of HIP and
of the New York City Department of
Health and Department of Welfare.

This presentation examines the rela-
tionship between HIP's assumption of
responsibility for out-of-hospital care
and changes in patterns of use of med-
ical care and mortality rates.3 The year
starting March 1, 1963, or six months
after the demonstration project itself
started, was selected for study because
the early months of the project were a
period of adjustment for everyone con-
cerned.

Comparisons are based on the medical
and hospital care experience of 30 per
cent samples of the OAA's in HIP and
of the OAA's not so enrolled; 50 per
cent samples were used for nursing home
patients. The experience among those
who were on the rolls of the Department
of Welfare on March 1, 1963, was fol-
lowed for a year (March, 1963 through
February, 1964) . Welfare records on
payments for medical services and goods
and hospital care and HIP records on
care provided are the sources of in-
formation for measures of use.

Ambulatory OAA Recipients

The first set of findings to be discussed
concerns the OAA recipients who were
not in nursing homes. For short hand,
reference will be made to "HIP-OAA's"
and to "non-HIP-OAA's." These two
groups were very similar in all but one
of the social characteristics examined.
In both groups over two-thirds were

women; the average age was 76 years;
two-thirds of the men and nearly three-
quarters of the women lived alone; about
three-fifths had been continuously on
welfare over five years. The two groups
differed, however, in place of birth.
About 40 per cent in both groups were
born in the United States but among
the HIP-OAA's a far greater proportion
were from Puerto Rico or Latin Amer-
ica (22 per cent versus 8 per cent), and
a smaller proportion from Eastern
Europe (13 per cent versus 22 per cent)
than among the non-HIP-OAA's.

In the year before the demonstration
program, both groups of ambulatory
OAA's had used physicians at about the
same rate. A lower proportion of the
HIP-OAA's had not seen a physician at
all during the earlier year (37 per cent
versus 45 per cent); another difference
was that the HIP-OAA's had a somewhat
lower hospital utilization rate.

In the year under study, physician
visit rates were almost identical among
the HIP and non-HIP-OAA's (5.3 per
person per year in HIP versus 5.4
among the others); and hospital utiliza-
tion rates were consistent with the dif-
ference found earlier (6.0 days of care
per person per year in HIP versus 6.9
days among the others) (Figure 1).
Here is where the similarity ends; the
more important dissimilarities, several
of which appear to be clearly related to
the shift to HIP, are cited below.

1. The proportion of HIP-OAA's who
received no ambulatory care during the
study year went down from 37 per cent
to 30 per cent; the corresponding pro-
portion in the non-HIP group remained
unchanged at 45 per cent.

2. There was a major change in
where the patient saw the physician. In
HIP, 81 per cent of the visits were to
the doctor's office, usually in the med-
ical group center; the other 19 per cent
were home visits; outside of HIP a ma-
jority (58 per cent) of the doctor con-
tacts were home visits. This change is
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OAA's. Given the advanced age among
the OAA's, it would be unrealistic to
expect a large differential in this type
of measure. However, there was specu-
lation before the demonstration pro-
gram started that in time there would
be a small but significant improvement
in mortality associated with the shift of
medical care to HIP. In fact, this is
borne out by the data. During the study
year, the death rates among the HIP-
OAA's and the non-HIP-OAA's were
about the same: 7.8 per 100 and 7.9
per 100 respectively (Figure 4). In the
next year and a half the rates were 11.7
and 13.3 for HIP and non-HIP-OAA's
-a 14 per cent differential. All of these
rates take into account differences be-
tween the two groups in age, sex, and
country of origin.

Nursing Home Patients

With regard to the proprietary nurs-
ing home situation, both those enrolled
in HIP and the others were an average
age of 81 years; about two-thirds were
women; and the ethnic composition of
the two groups of nursing home patients

Figure 3-Rates of physician visits by
experience in the year before the
demonstration program started, Old
Age Assistance recipients

*Physician visits per person per year.
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Figure 4-Mortality rates, Old Age Assist-
ance recipients

was closer than was the case for ambu-
latory OAA's.
The rate of physician visits to pa-

tients in nursing homes was very similar
for the HIP and non-HIP patients, 16.8
and 17.7 per person per year respec-
tively.* A high rate of physician use
by nursing home patients is understand-
able but it should also be noted that the
New York City code requires that these
patients be seen at least once a month
by a physician. It would also be ex-
pected that nursing home patients would
frequently be in need of laboratory serv-
ices. Data in HIP for all of its welfare
nursing home patients confirm this ex-
pectation-each month almost one-fifth
of the patients have laboratory tests and
over the course of the year nursing home

* The physician visit rate for all HIP pa-
tients in nursing homes during the year March,
1963-February, 1964, was 20.3 per person as
compared with 16.8 for persons in nursing
homes on March 1, 1963, who were followed
continuously over the same time period. The
larger figure refers to the experience of pa-
tients only while they were in the nursing
homes; the lower figure does not make allow-
ance for the fact that during the study year
some patients left nursing homes to enter
hospitals or to return home.
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patients average about 15 laboratory
tests per person. Comparable informa-
tion for non-HIP nursing home patients
is not available but Welfare Depart-
ment officials have indicated that labora-
tory tests among these patients are
ordered very infrequently.
The hospital admission rate for HIP-

nursing home patients was lower during
the study year than for the non-HIP
patients (30.9 and 38.9 per 100 persons
per year respectively). The average
duration of stay per hospitalized case
was longer for HIP patients so that the
average number of days of hospital care
per nursing home patient was exactly
the same for HIP and non-HIP: 12.1
hospital days per person per year.

While the rates of physician and hos-
pital use are very similar for HIP and
non-HIP nursing home patients, welfare
officials visiting nursing homes have in-
dicated that the shift to HIP resulted
in substantial improvements in the qual-
ity of medical attention being given the
patients. This is reflected in part by the
use made of laboratory services. Wel-
fare officials have also pointed out that
a more rational use has been made of
drugs. In the nursing homes under HIP
care, the cost for drugs averaged $17.80
per patient in the study year; the cor-
responding figure for other nursing
home patients was $23.18.

Mortality rates are available at this
time for only the study year. These
show a lower rate in HIP, 19.9 per 100
compared with 21.8 per 100 outside
HIP. This is a small difference and
could be due to chance. (It has not
proved feasible to obtain reliable mor-
tality data for a longer period of time
than the one year covered by the study.)

Costs
Premium payments to HIP by the De-

partment of Welfare are designed to
meet the costs incurred by the medical
groups to provide physician services,
laboratory, x-ray, and a broad range of

other ancillary medical care, as well as
to meet costs of visiting nurse services,
ambulance transportation, and adminis-
trative expenses at HIP. When the pro-
gram started in September, 1962, the
premium was set at $4 per month for
an ambulatory OAA recipient and $6
per month for a nursing home patient.
These were the estimated medical costs
to the Department of;Welfare for OAA
and nursing home patients before the
HIP demonstration program. It was
decided to start with these figures even
though it was recognized that OPD's
were generally not charging for profes-
sional services rendered by the attending
physicians. In the case of nursing home
care, it was known that costs would be
higher in part because of the laboratory
tests.

During the first year of the demon-
stration program, sufficient information
accumulated to calculate costs on the
basis of actual experience. The assess-
ment covered the amount of physician
time required by the OAA's, their use
of ancillary medical and visiting nurse
services, and the increase in nonphysi-
cian personnel in medical groups. The
result was a change in the premium
for OAA's to $6 per month and to $8
per month for nursing home patients.
The premiums are distributed as shown
below:

Disbursement of Monthly Premium
Payments for OAA and MAA Recipients

Enrolled in HIP*

OAA MAA
(ambu- (nursing

Item latory) home)

Total premium $6.00 $8.00

Payment to medical groups
(exclusive of Visiting Nurse
Service and ambulance) 4.78 7.18

Visiting Nurse Service
and ambulance .52 .08

HIP costs (administration,
health education, social
workers, legal reserve) .70 .74

* Payments cover out-of-hospital care.

VOL. 57, NO. 5. A.J.P.H.788



MEDICAL USE BY INDIGENT AGED

There are no directly comparable cost
figures for the non-HIP-OAA's. How-
ever, the United Hospital Fund of New
York reports4 that voluntary hospital
outpatient clinics were being operated in
1964 at an average cost of $11.24 per
visit. The average cost for 1965 was
estimated at $12 per visit. These figures
do not include costs for visiting nurse
services or ambulances or, in most in-
stances, costs for physician services
other than those provided by interns
and residents. They do include costs
for prescribed drugs which are not part
of the HIP premium. Some indication of
what a clinic visit costs when attending
physicians are on salary is found in
data for two municipal hospitals, Elm-
hurst General Hospital, $16.73 per visit,
and Coney Island Hospital, $15.45. As
for nursing home patient costs, the De-
partment of Welfare has negotiated a
payment of $8 per month with hospitals
assuming responsibility for those patients
not under HIP care. This is, of course,
exactly the same rate of payment made
to HIP.

Summary

Enrollment in HIP of 12,000 re-
cipients of Old Age Assistance (OAA)
and about 1,500 welfare clients in pro-
prietary nursing homes was accom-
panied by research to determine whether
this enrollment resulted in changes in
patterns of use of medical care and in
mortality rates. Prior to enrollment,
ambulatory OAA's received medical care
from outpatient departments of local
hospitals and home visits from physi-
cians on a panel maintained by the De-
partment of Welfare. Nursing home pa-
tients were under the care of panel phy-
sicians. If a patient was hospitalized,
the house staff of a municipal or volun-
tary hospital became responsible for his
care. In an effort to improve continuity
and quality of care, indigent aged per-
sons in various parts of the city were

enrolled during September, 1962, in
HIP; an important restriction on the
scope of benefits was the welfare regu-
lation that these patients continue to use
general service ward accommodations
for their hospital care.
The evaluation study consisted of a

comparison between the experience
among welfare enrollees in HIP and the
experience among the OAA's and nurs-
ing home patients receiving welfare as-
sistance who were not enrolled in HIP.
The study started March, 1963, six
months after the demonstration began,
and ended February, 1964.

Changes in pattern of physician utili-
zation were experienced by the ambula-
tory OAA's although over-all physician
and hospital utilization rates did not ap-
pear to be influenced by enrollment in
HIP. The proportion of HIP-OAA's who
received no physician services went
down somewhat, whereas the correspond-
ing proportion in the non-HIP group
remained unchanged. Also, there was a
major change in where the HIP patient
saw the physician, the shift being from
high dependence on home visits to out-
patient care in the medical group cen-
ter. In addition, patients who tended to
be low utilizers were likely to get more
service when they were enrolled in HIP
than they did otherwise; patients who
in the predemonstration period used
many physician services continued to
obtain large volumes of care but aver-
aged fewer doctor visits in HIP than
under the traditional system. Nursing
home patients showed no change in phy-
sician or hospital utilization rates. How-
ever, laboratory services were far more
frequently used in HIP for these
patients.

During the study year, the death rates
among the indigent aged in HIP and
those not in HIP were about the same.
In the next year and a half, mortality
among the ambulatory HIP-OAA's was
lower than among the other OAA's. This
provocative finding bears closer scrutiny
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on the basis of additional experience.
An opportunity for doing so is be-
coming available. Under the Medicaid
program in New York, OAA recipients
enrolled in HIP are to be covered for
both out-of-hospital and in-hospital med-
ical care from the plan's physicians.
This will eliminate the critical break
in continuity of care that existed in the
demonstration program. Other OAA's
are eligible to receive the full range
of medical care from physicians in the
community at large and future compari-
sons of utilization experience and mor-
tality and disability rates would have a
framework different from the study re-
ported here. Indigent persons under 65
years of age also have the option of se-

lecting HIP and, if the magnitude and
nature of the selectivity that may occur
can be determined, the inquiry might be
extended to an age range in which dif-
ferentials might reasonably be expected
to be larger than those found among
aged persons.
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Second Alice Hamilton Lecture in Boston

The Kresge Center for Environmental Health of the Harvard University School
of Public Health announces the second Alice Hamilton Lecture, to be given in
Boston, May 25, 1967 by Dr. Norton Nelson, provost, University Heights Center,
New York University. Dr. Nelson's subject will be "Environmental Factors in
Carcinogenesis."

Further information is available from the Kresge Center for Environmental
Health, 665 Huntington Avenue. Boston, Mass.
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