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America’s Health Care
System: The Reagan Legacy

TERRI COMBS-ORME AND BERNARD GUYER

John Hopkins University

Becanse of the dominance of the private sector in health care in the Uniled
States, health conditions are not as susceptible to changes in public pol-
icy as they are in other Western countries. However, the clderly and
youpy children-are directly affected by the federal government’s health
cure poficivs and while both groups were the focus of wajor chaiges
infroduced by the Reagan administration, these changes were opposed
Iy Congress. Nevertheless, changes in health care funding and admin-
isteative arrangements have had a negative impact on the needy and,
i aeddition, they have been exacerbated by the Reagan administration’s
wider social and economic policies which have contribuled negatively to
the health conditions of the poor.

Analyzing the effect of the Reagan Administration upon the
American heath care system is a challenging task. The subject
is not health itself, but rather specific public health care policies
and programs. Health as it is conventionally defined is relatively
insensitive in the short run to political influence, due largely to
the multiplicity of personal and societal factors that influence
the health of individuals and groups, and the incremental effects
of these factors on health, Many of the traditional indicators of
health, such as infant mortality, for example, change slowly;
important rends can be scen only over long periods of time.
Also, most health care interactions occur in the private sector
(Litman, 1990), and under limited, if significant, government
influence.

There are two important exceptions to this generalization:
the clderly and low-income women and children, two groups
wha are called “dependent” by Preston (1984) cluie Lo the fact
thal they are not part of the work force and are largely sup-
ported by that work force. It is within these (wo groups thal
the effects of governmental policy are most evideny; this analysis
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focuses on low-income mathers and children, the most depen-
denl of these two groups.

This paper analyzes the Reagan effect on American health
care by first describing the Rva;,an agenda and- actions by the
Administration. Next we assess carly reactions by health ad-
vocates, and finally we examine the immediate and long-lerm
effects of the Reagan Administration’s actions an the American
liealth care system.

The Reagan Mroposals For Health Care

It is natable that the Reagan speeches do not contain refur-
ences to a “health agenda”; health apparently was not a cam-
paign issue nor a major parl of the “Reagan revolulion’ excepl
as it concerned the financing, ol health cave. Greenbery, (1980)
noled that “Health policy, in lacl, was barcly touched onin the
campaign” (p. 1542). Davis noled in 1981 “The most striking
gap in the Reagan Administration health policy is the absence ol
any posilive agenda to aderess pressing problems in the health
care sector” (p. 328). Indeed, in one of the President’s Tew di-
recl comments on health in a specch an the annual meeting of
the American Medical Associalion (June 23, 1983), the 'resident
concenlraled on health financing vather than health itself:

Flealth care cosls are consuming a growing portion of the Nation's
wodlth, and that is wealth that cannot be spent on educalion ar
housing or other social needs. . s high time that we put health
care costs under the knife and cut away the waste and inefliciency.
{p. Y07-908)

He alsu reiterated a traditional, and arguable, consvrvative
position:

We have the best health care in the world, because it has remained

private (p. 908).

The health-related issue thal did dominate the Reagan cam-
paign was abortion, although it was cast nol as a health issue
but as a moral one. There is no doubl that Reagan presented
himsell as opposed 1o aborlion. He stated this position dur-
ing Lhe Presidential campaign and courted support from the
pro-lifc movement. Early on in the Administration, he stated



Awerica’s THealth Care . 65

his position on abortion bul ik not support a constitutional
amendment to ban aborlion:

Now, | happen to have belicved and stated many timwes that |
believe in an abortion we are taking a humaa life, Butif this is once
delermined, then there isn't really any need for an amendment,
because once you have delermined this, the Constitution abready
protects the right to human life. (March 6, 1987, p. 212)

Nathan and colleapucs (1987) summarize the preeminent
goal of the Reagan Administration as retrenchment in social
“policy in the broad sensc. Toward this end, the Administration
proposed a new philosophy of government, his New Peder-
alism, and economic renewal initiatives as operalionalized by
redductions in spending.

New | ederalisim

Reagan made his views on the role of government known
at the moment of his inaugural address, January 20, 1981, call-
ing povernment the problem rather then the solution: “It s
time lo check and reverse the growth of government, which
shows signs of having grown bevond the consent of the pov-
erncd” (p. 1). These comments and the proposals thal (ollowed
focused on the Federal povernment, allthough Nathan (1987)
raises evidence to indicate thal the Administration intended to
achicve retrenchment at all levels of government. The Reagan
analysis concluded that Federal government had grown beyond
the intent of the Conslitution. This growth in the size and role
of the Federal Administration was attributed to the influences
ol spuecial inlerest groups on the Congress. The Constitutional
argument led the Administration to propase the stralegy of
relurning, powers and responsibilily to the states: “It is my inten-
tion to curb the size and influence of the Federal establishment
and Lo demand recognition of Lhe distinction between the pow-
ers granted to the Federal Government and those reserved (o
the Stale or to the people” (January 20, 1981, p. 2).

Block Granis

The vehicle for implementing the New Federalism (devolv-
ing power to the stales) was to be block grants, lump-sums of
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moncy designaled far broadly defined purposes to be spent ac-
cording to the needs of the individual states. Block grants had
their beginnings in 1966, when nine formula grants for var-
ious hcalth programs (dental health, wberculosis, etc) were
combined into the Partnership in tealth Act. The principle
that guided government’s involvement in ils citizens” health
as the Reagan Administration assumed power aripinated with
the Sheppard-Towner Act in 1921 and resulled in the Federal
grants-in-aid system that was institulionalized in the Social Se-
curity Act in 1935. Title V of the Acl was the vehicle through
which the Federal governmenl funded services to mothers and
children, through grants-in-aid lo the stales on a matching ba-
sis. An enormous number of categorical programs developed
over the years, creating a palch-wark system of health care,
Now President Reagan proposed consalidating all or part of
83 of these categorical health programs into six human-service
block granis of $11 billion, claiming that the calegorical pro-
grams burdened the states with regulations and paperwork:

Incffective targeting, wasteful administrative overhead—all can be
climinaled by shifting the resources and dedision-making author-
ity to local and State government. This will also consolidale pro-
grams which are scattered throughout the Federal bureaucracy,
bringing government closer Lo the peaple and saving $23.9 billion
over the next 5 years. (February 18, 1981, p. 111)

The earliest objective of the Administralion was to creale a
single health care block grant in which all of the discretionary,
categorical Federal health care programs would be included. lo
implement this proposal, however, required agreement from a
large number of congressional commitlees that had jurisdiction
on various pieces ol legislation. Important Congressional lead-
ers like Robert Dole (Republican of Kansas), who chaired the
Senale Finance Committec and had jurisdiction over all of the
Social Securily Act programs, would not relinquish any author-
ity. Thus, Congressional opposition led o legislation for four
block grants. These were: the alcohal, drug, abuse and commu-
nity menlal health grant;the preventive health services grang;
the community health centers grant; and the Maternal and Child
Health (MCH) Services Block Grant (Iglehart, 1983).
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The MCHL Block Granl L(maohdalod seven previous cale-
gorical programs: the basic MCH program (which provided -
maternity and infant health care and pedialric services), Crip-
pled Children’s Services, special services [or disabled children
receiving Supplemental Security Income, lead-based paint poi-
soning prevenlion, Sudden Infant Death Syndrome services, ge-
netic screening and counseling services, hemophilia treatinent
services, and the adolescent pregnancy program.

The legislation to implement the block grants was carefully
crafted. The Administration had done a tremendaus amount of
homework to identily all the relevant pieces of legislation and
the corresponding citations and cross references o the health
legislation. In addition, they carefully identified all of the rop-
ulalions attached 1o these laws as the regulations were offen
highly prescriptive.

The legislative vehicle for enacling the block grant cansoli-
dations was the Omnibus Budget Recanciliation Act. Using this
process, the Administration was simultancously able to circum-
vent [he process of Congressional hearings and debate and at
the same time, achicve the budget reductions. David Stackman,
the Director of the Office of Managcement and Budgel, was able
to use the reconciliation process in Congress to evade the pow-
ers of the appropriations commiltees and introduce program
changing legislation through the budget bill. That procedure
has dominaled Federal policy-making ever since and introduced
the acranym, OBRA (The Omnibus Budgel Reconciliation Act),
into the American political lexicon, (The maost recent Congyress
enacted a new budgelary vehicle called “pay-as-you-go” that
replaces OBRA (Congressional Quarterly, 1990).)

In addilion to creation ol the block grants, the Administra-
tion made changes in Medicaid that enhanced stales” abilitics
to limil bencfits. Medicaid is a partnership between the Federal
government and the states, with stales permitted to set elipi-
bility standards and reimbursement levels within broad Fed-
eral guidelines. Changes in 1981 permitted states (0 negoliale
rates of reimbursement rather than paying “usual and custom-
ary” rales, and allowed stales Lo assign recipients to providers
inslcad of selecting the providers of their choice (Nathan &
Doolittle, 1987). )
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Deregulation

As part of devolving power down to the state level and
restructuring the Federal role in Lhe funding of programs, the
Reagan Administration sought specifically 1o reduce regulation.
The regulatory aspecls of heallh care seem (o have been imbed-
ded in a more fundamental assessment ol government regula-
lions as interfering with the competitive forces of (he market
place. And on this issuc the Administration had done its home-
work; in a February speech, President Reagan already knew the
number of pages of law and regulations thal would be reduced
by block grants and deregulation:

In the health and social services arca along, the plan we're propos-
ing will substanlially reduce the need for 463 pages of [aw, 1,400
pages of regulalions, 5,000 Federal employees who presently ad-
minister 7,600 separate grants in about 25,000 separate locations.
Over 7 million man and woman hours of work by State and local
oflicials are required to fill ot rovernmunl (orms. (February 18,
1981, pp. 114)

In the case of health care, however, the drive to deregulate
was tempcxed somcwhat by the self-interest of the Federal gov-
ernment in reducing ils massive health care expenditures. The
Administration belicved thal competition would reduce health
care costs (January 27, 1987, p. 70), and ciled the experience of
the Carter Administration in lrying to reduce the expansion of
health care costs through regulation. Certificates of Need and
other cost containment strategics were generally seen as failurces,
although evaluation data were scarce and could be interpreted
as showing some slowing of the expansion of hospilal capital
costs ([2itvis, 1981). Reagan introduced the conservalive notion
of trealing health carc as a commodity and using competition
in the market place as the vehicle for reduced expenditures.

One case involving Federal regulations illustrates the Presi-
dent’s tendency to approach social policy issues through ancc-
dotes and his preference lo address them through personal
intervention. Early in the Administration, he learned of the
plight of Katie Beckelt:

Thu incident of jusl a few days ago that 1 know you're all aware
of—thal almosl accidentally came to our allention—of the litlle
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3 1/2-ycar-old girl who had never lived at home with her parents
and coukdn’t, actually, because of a regulation with regard to the
government granl lhey had to have for medical expenses of 10
to 12 thousand dollars a month. And Dick Schweiker found out
within 24 hours afler we made it public that, by golly, he could
change that regulation and got it changed. And I had the pleasure
of calling those parents and speaking to them and their unspeak-
able happiness that the fact thal their little girl was going (0 come
home. (November 18, 1981, p. 1072)

Katic Beckett was a child with serious chronic lung, dis-
ease owing lo premature birth and resulling in dependence
on an arlificial respirator. She spent much of her youny life in
hospital. Undler the SSI-DCP (Supplemental Security Income-
Disabled Children's Program), Katic was clipible for S5I bene-
(its and Medicaid while hospitalized. The Becketts, an educated
family, wantled to lake Katie home and take care of her with
home-based lechnology. Were (his to happen, however, Katie
would no longer be eligible for 551 and Mudicaid because her
parents’ income would be counted. Despite the fact that the
government could have saved thousands of dollars in expen-
sive hospilal costs, they would not provide Medicaid to Katie
once she went home.

This little case—you know an example of whal we're trying, to cure
is this one that, God bless themy, Dick Schweiker grabbed a hold
after I madle it public the other day of the little girl out in fowa, and
how quickly we macle this change. To think that our government—
and | was wrong; | had old-fashioned figures when [ said $6,000.
It was costing belween $10,000 and $12,000 a month for Medicaid,
and even the doctors said she should be home, that she'd be better
off al hume, and it would cost $1,000 a month at home, Bul that
was more than her family could afford, so they couldn’l take her
home because they couldn’t take over the cost. But here was the
government shelling out $10,000 or $12,000 cvery month, when
a silly regulation stood in the way of them getting il for $1,000
a month. Dick found a way lo ignore thai, make an exception to
that regulation, butl you wonder how many more cases are oul
there in the country like thai. (November 19, 1981, p. 1076)

The President’s decision, of course, was correct. The policy
was foolish and short-sighted. However, rather than undertake
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a comprehensive reform of the way Medicaid, SSI and other
Federal programs for the disabled interacted to create disincen-
tives to appropriate care, Reagan preferred to solve the single
dramatic case. Regulations were subsequently written to allow
states to seek Medicaid waivers in the cases of other ventilator-
dependent children. :

Reductions in Spending

As'the 1970s drew to a close with steep increases in the cost
of health care and rising Medicaid and Medicare expenditures,
cost containment was the major by-wo:d -Federal efforts to cur-
tail health care costs had been evident in efforts by Presidents
Nixon, Ford, and Carter in the 1970s to set limits on reimburse-
ments to hospitals and physicians (Aaron & Schwartz, 1984).
Further efforts were made by state governments (Bovbjerg &
Holahan, 1982). Thus when President Reagan assumed com-
mand in 1981 cost containment as already a major heath care
issue, and much of the focus was on the cost of the Medicaid
and Medicare programs.

Two areas were prime targets for spending reductions: the
entitlement programs of Medicaid and Medicare, and the new
block grants. The powerful lobbying arm of senior citizen
groups made Medicare (Title 18 of the Social Security Act, en-
acted in 1965) less of a target than Medicaid. Moreover, Medi-
care, which financed medical services for the elderly, enjoyed
wide popular support, in part due to its image as an insurance
program, in contrast the Medicaid, which was viewed as wel-
fare. Nevertheless huge Medicare expendilures were a major
concern of the Administration’s as they had been of previous
administrations. Doomsayers predicted the complete collapse of
the Hospital Insurance Trust Fund and the Medicare program
itself (McCarthy, 1988). As a result, Public Law 98-21, the Social
Security Amendments of 1983 were enacted to limit Medicare
spending.

The new legislation limited spending by creating a system
of prospective payments to hospitals based upon a system of
categorizing all diagnoses into 383 Diagnosis Related Group
(DRG) categories with preset reimbursement levels. Certain ad-
- justments were made to the payments made based on location
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of hospitals (urban vs. rural) and local differences in wage rales.
Although hospital costs for the Medicare population nonelhe-
less continued to rise, DRGs did result in reduced admissions
and lengths of stay for the Medicare papulation (Dougherly,
1989). Although the effects of the DRG system on the qual-

ity of care for the elderly are more difficult to ascertain, many
physicians feel that pressures on phyq:cmnq to reduce costs
are resulting in patients being discharged “quicker and sicker”
(Dougherty, 1989).

Medicaid (Title 19 of the Social Security Act, also enacted in
1965), which financed health care for certain categories of poor
persons who were believed to lack access to care, was origi-
nally almost a tack-on to Medicare and was generally believed
to be quite unimportant. It was a Federal grant-in-aid program,
with the amount of Federal match (between 50 and 80%) being
higher for states with Jower per-capita incomes. The popularity
of Medicare lay in part in its image as an insurance program,
in contrast with Medicaid, which was viewed as “welfare.”

' The Federal government had become a major payor of
health care costs through Medicare and Medicaid; the two pro-
grams accounted for more than 39% of all Federal health care ex-
penditures in 1980 (U.S. Health Care Financing Administralion,
1988). Because Medicaid and Medicare are entitlement programs
(open-ended, and all eligible persons must receive included ser-
vices), Administration objectives to reduce Federal taxing and
spending had to be met through mechanisms other than restruc-
turing to block grants. (On the other hand, Nathan and Doolittle
(1987) maintain that Reagan hoped to restructure Medicaid to
a functional block grant.)

Thus, claiming that the program was nol cost-cffective, the
President proposed: “. . .to put a cap on how much the Federal
Government will contribute, but at the same time allow lhe
States much more flexibility in managing and structuring the
programs (February 18, 1981, p. 111).

There was an early proposal to swap Federal and state re-
sponsibilities for Aid to Families with Dependent Children
(AFDC) and Medicaid (State of the Union, January 26, 1982,
p. 76). Under this plan, the Federal government would have as-
sumed all the costs for Medicaid while the states made
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welfare-AFDC-an. entirely state program. Legislation to imple-
ment the idea was never proposed, perhaps due in pari to oppo-
sition by the National Governors’ Association (Iglehart, 1983).

In the 1981 OBRA, the Administration reduced spending
in two ways. PFirst, the eligibility level for AFDC was reduced.
Thus in 1982, at the end of a recession with increasing pov- .
erty, there were 597,000 fewer recipients of AFDC than there
had been in 1980 (U. S. Social Security Administration). Because
AFDC conveys automatic eligibility for Medicaid, these women
and children also lost their health insurance. After a decade of
improvements in access to health care for low-income women
and children, advocates feared reversals.

In fact, some reversals did occur-in prenatal care utilization, '
for example. Low-income and’'minority women, who do not
generally receive the same level of prenatal care during preg-
nancy as mote advantaged women, but whose risks for poor
pregnancy outcome are greater, made significant improvements
during the 1970s that generally were attributed to Medicaid and
Federal Maternal and Child Health programs (Davis & Schoen,
1981). As Figure 1 shows, these gains were partially lost in the
1980s, although of course it is not possible to demonstrate con-
clusively why this occurred. Health advocates:were particularly
concerned that no progress was made in improving prenatal
care for black women.

It was in the area of lost benefits that the President’s greatest
image problem plagued him. The President played on the oid
‘American notion of a truly needy class and the existence of .a
safety net of supports to meet their basic needs. The net was
intended to prevent the undeserving poor, the working and
able-bodied poor, from benefiting:

We will continue to fulfill the obligations that spring (rom our
national conscience. Those who, through no'fault of their, own,
must depend on the rest of us—the poverty stricken, ihe disabled, .
the elderly, all those with true need—can reset assured that the
social safety net of programs lhey depend on are exempt from any
cuts. (February 18, 1981, p. 110)

A cartoon by the syndicated cartoonist Dan Wasserman is
* illustrative. It portrayed David Stockman, Director of the Office
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Figure.1

Percenl of pregnuant women recicving adequale preuatal care and inadequate
care by race, 1970-88
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* Adequale defined as starting in the first lrimester; inadequate defined as slarling.
in the third Irimester or having no care during pregnancy.

Source: Vilal Stalisli&s. National Cenler for Flealth Statistics.

of Management and Budget (OMB) and the chief architect of
the Reagan budget proposals, in four frames saying, “To sim-
plify the fight over budget culs,” “we’re. planning an elimina-
tion lournament. ..” “The farmers can take on the elderly, the
jobless vs. the school kids, etc.” “The winner gets to.go one-on-
one wilh the Pentagon.”

The President clearly brislled al this image of cruelly:

Contrary to some of the wild charges you may have heard, this
administration has not and will not turn its back on America’s
clderly or América’s poor, . . The entitlement programs thal make
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up our safety net for the truly needy have worthy goals and many
deserving recipients. . .Don't be fooled by those who proclaim
that spending cuts will deprive the elderly, lhe needy, and the
helpless. . . (January 26, 1982, pp. 74~75)

In 1986, James C. Miller succeeded Stockman at OMB. Was-
sermann portrayed a Congressman asking, “Mr. Miller, you call
for culs in Food Stamps, Medicaid, nutrition and job training.”
“How does that square with the President’s pledge not to bal-
ance the budget...” “on the back -of the man who is poor?”
And in the final frame, Miller replied, “Congressman-these cuts
would mostly affect women and children!”

‘The second proposal to cut costs was to reduce the Fed-
eral burden for Medicaid by placing a cap on the percentage of
Federal contribution to the program. Congress, under pressure
from the natipri’s governors, modified this proposal to reduce
the percentage of Federal maiching to Medicaid. The net ef-
fect was a 5% reduction in Federal expenditures for entitlement
programs between 1981 and 1982 (p. 50).

Figure 2 shows the number of Medicaid recipients and ex-
penditures from 1972 through 1988 and demonstrates two im-~
portant facts. First, the cuts in numbers of recipients  are not
obvious; this .is due to the effects of the recession of 1981-82,
with Increasing numbers of persons qualifying for Medicaid de-
spite stricter requirements. 1f not.for the slricter requirements
that moved many women and children from AFDC eligibility,
there would have been a steep increase in AFDC-based recip-
ients during the early 1980s, Second, despile moderations in
the number of recipients, costs continued to climb due io the
increasing cost of health care. This is parlicularly evident for
non-AFDC-based recipients, who are mostly comprised of el-
derly and disabled recipients. The bulk of Medicaid payments
for this group consists of hospital and institutional care costs,
which are very expensive.

Creation of the block grants also provided the opportunity
to reduce spending. Part of the rationale for block grants was
that greater efficiency and reduced duplication would reduce
wasleful administrative costs (Omenn, 1982). Yet the General
Accounting Office (1982) was unable to find evidence that block
grants resulted in cost savings. (This appeared to be due to Lhe
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Medicaid recipients and payments by besis of eligibility’, Fiscal 1972-88.
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Source; U.5. Healih Care Financi ng Administration. I¢allh Caro Financing, Review,

lack of requirements for evaluation and accountability by the
states.) Reductions in spending authorization varied amang the
four block grants. Mental health and preventive health services
were reduced by the 25% that had been proposed; the Maternal
and Child Health (MCH) Block Grant authorization {evel in FY
1982 was about 13% below the total (in real dollars) for the
individual categorical programs in fiscal 198I (Iglehart 1983).
(See Figure 3.)
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Figure 3

Title V or MCH Block' Grani Appropriations in nominal and 1967 C.P.1.
ndjusicd dollars, Fiscal Years 1967-89.
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Source: Division of MCH Heailth Respurces Services Adminisiration, Public Flealth
Service, DHMS.

Successes and Failures of the Reagan Proposals

Reactions to the Reagan Administration’s plans and pro-
posals were swift and generally full of rhetoric. Some feared
polio epidernics (Boston Herald American, February 11, 1982)

or “dead babies” (Boston Herald American, November-25, 198[),
whtle the ‘Children’s Defense Fund called Reagan policies “an
unconditional war on children” (Boston Globe, 1982). Statislics
on child deaths due to Administration policies were widely
quoted (Common Health, 1984). "
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More restrained reactions also emerged. Davis (1981) noted:

This policy represents a profound.shift in direction in the health
sector. [t encompasses a far-reaching rcexamination of the role of
the federal government in financing health care services, admin-
lf-termg direct programs to promate: preventive and primary care
services, regulating costs in lhe health seciar, sponsoring biomed-
ical behavioral, and social science research, and supporting the
training of health professionals, (p. 312)

The Block Grants

Rosenbaum (1983) of the Children’s Defense Fund, a Highly
effective child advocacy group, noted some positlves in the
MCH Block Grant, including some useful guidelines for plan-
ning. In fact the MCH programs had always been very loose
with regard to regulations, and the Block Granl provided some
improvements. For example, aithough no negulalions‘ were
included to guarantee implementation, OBRA 1981 prohibited
discrimination and contained requirements Lhat addressed the
issue of quality of care,

But neither did.the block grants come out of the Congress in
the way Reagan had originally proposed. Congressiorial com-
mittees exercised their influence, and spccial inlerest groups
were not about to be pushed- aside. Presidenl Reagan com-
plained that his plan to consolidate 86 “duplicative, regulation-
ridden” programs into block grants had beer rejecled and crit-
icized the legislation (June 19, 1981, p. 545}

First, many of the measures that are needed to curb the automatic
spending programs have not been adopted. These reforms would
target programs more directly loward the truly needy while thcy
help to climinate waste and abuse.

Unfortunately, the House comimittee has adopled owly one-

" third of the savings that thesc reformis would bring, And the result,
if unchallenged, will be $23 billion in additional red ink and in-
flationary pressure’in the next several years. Doing only one-third
of the job is not good enough.

Sccondly, certain House committees have not yel ILCLIVEC‘ the
message of last November Lhat the American people wanl less
burcaucratic overhead in Washington aind less red tape typing up
Stale and local- govcrmnent i - .

(R}
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Nonctheless, onc year after taking office, President Reagan
would report the success of his New Federalisn:

Togrether, after 50 years of taking power away (rom the hands of
the people in their Slales and local communilics, we have slarted
relurning power and resources to then (funuary 26, 1982, p. 73)

Not only did Congress not pass the block grants the way
the 'resident wanted; they were not implemented as the Presi-
dent had hoped they would be. States used a number of tactics
ta blunt the effects of the block grants. Feldman's (1985) study
of the impact of MCH Block Grant cuts on [live states (Texas,
Massachusetts, Michigan, New York, and California) and four
large urban areas (Boston, Detroit, New York City, and San An-
tlonio) found that states used “carry-over” funds and increased
their own contributions to block grant programs (o reduce the
impact of spending culs. Sume states delayed implementing the
block grant mechanism for a year. There was great variability
in cilics” abilities to draw on other funds, however. With the
exceplion of San Anlonio, real service reductions did occur in
malernity and pediatric services. Nathan and Doolittle’s (1987)
extensive study of Lhe effects of Reagan's palicies on the slales
also emphasizes Lhe states’ successes in forestalling many effects
of the cuts. This expansion occurred through the replacement
of liederal funds with state dollars, new fiscal coping mecha-
nisms, delaying measures, and administralive reform. Some 38
stales raised taxes and increased real spending during the years
1984-86 (GAO, 1984; Nathan, 1987). Indeed, their study showed
that several states used the increased flexibility in Medicaid to
expand their programs, rather than contracting then.

Perhaps most important, however, is that aller an initial pe-
riod of dramatic success, a kind of political blitzkrieg, Congress
reclaimed authority and after 1981, rejecled most of the Ad-
ministration’s proposals for further budget culs and even ap-
proved some new domestic spending. Most notable, in 1983,
Cangress reacted o the sletp recession of 1981-82 with an emer-
pency jobs act that added $2.8 billion o domeslic programs,
including many of those cut in earlier years. For example, pas-
sage of the bill added $105 million to the original $373 mil-
lion appropriation to ‘litle V. The FY 84 appropriation had been
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$399 million, 35 percent lower than necessary lo maintain 1980
service levels (Feldman, 1985). Federal aid outlays stayed about
the same (in real dollars) from 1982 through 1984, then increased
in 1985. Outlays were below the 1981 levels, bul considerably
above whal the Reagan /\leuusllatlon had planned (Nathan
& Doolittle, 1987).

Medicaid Reductions

President Reagan’s cfforts o reduce l\'lud?;nid also were
short-lived Although OBRA 1981 reduced the Federal malch
for Medicaid, tolal Medivaid expenditures increased cach year
between 1979 and 1987 (1uealth Care Financing, Administration,
1988). (T'his occurred despile changes in AFDC that removed
over half a million recipients from the program.) Moreover,
while the President was working to reduce Medicaid, child
health advocates were working to expand the program. In 1984,
Federal matching levels wore relurned Lo the levels they had
been in 1981 (Children’s Defense Fund, [984). Other changes
that year returned Medicaid to many familics by restoring their
ATDC cligibility.

That year also marked the beginning ol a scries of expan-
sions thalt included the Child FHealth Assurance Program
(CHATD). The Children’s Defense Fund called these changes,
which uncoupled eligibility for Medicaid from calegorical pro-
grams such as AFDC, “the biggest wctmy in Congress for poor
children and families in several years™ (p. 1). Obery, (1990) doc-
umenls how legislation passed cach year beginning in 1984 cx-
panded Medicaid to include women who were pregnant for
the first lime, women in hwo-parent families, and children from
birth to age live, and then age eight. Stales were tirst permitted
in 1985 to include individuals up to 100% of the Federal pov-
erly level, then permitled to include those up to 185% and in
1988 required to include those up Lo 100% (OBRA 1989 further
mandated pregnant women and children with family incomes
less than [33% poverty.)

Communily Health Centers

A major failure of the Reagan plan was the destruction
of Community Health Cenlers (CHCs), identified carly by the
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Administration as an “infrastructure for a national health ser-
vice” (Clark, 1984). CI17< Liepan as part of the War on Poverly,
and were designed lo address the problem ol lack of access (o
health care in many areas. I'reeman, Kiecoll, and Allen’s (1982)
analysis of a large data set on two surveys in five communitics
found thal CHCs were the primary source of care for many low-
income persons-disproportionately so for children. Moreaver,
they found CHCs (o reduce the use of more expensive hospital
clinics and emergency rooms and to lower hospilalization rales.

The Community Health Centers (CHC) program had been
funded in FY 1981 at $324 million; 845 centers were funded o
serve about five million persons wha were mostly women and
children (Wallace, 1983). Funding for the converled block grant
was $281 million in FY 1982, but was increased 1o $360 in FY
1983 (Library of Congress, 1984).

WIC

Reagan also wanted Lo fuld the Special Supplemental Nulri-
tion Program for Women, Infants, and Children (WIC) into the
MCH Block Grant (Rush, 1982; Food Research Action Cenler
1983), but Congress rejected this idea, as well as cuts that would
have reduced funds substantially. (The WIC program, enacled
in 1972, provides certain highly nutritious foods, and nutritional
counscling, for pregnant and lactating women, and youny chil-
dren. Services are available (o low-income women and children
who are deemed to be.at nuiritional risk. Allhough the cvalu-
ation dala are mixed (Rush, 1982), most MCI advocales sup-
port the program (Paige, 1982).) The President did manage to
cut other nutrition programs by about: one third in inflation-
adjusled dollars (Robbins, 1983).

The WIC program was lhe source of a major confronlation
between the President and the health community. The Food Re-
search and Action Center (I'/RAC) had released data in 1982 that
it claimed showed increasing infant mortality in many stales
and linking those increases to propuosed cuts in the WIC pro-
gram, There was wide press coverage, and Edward N. Brandt,
Assislant Sectetary for Health, DHHS, festified before a Senate
subcommittee. Although Brandt’s testimony mainly consisted of
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clarifying the data and noting some true mcthodological short-
comings of the FRAC repart, this controversy contributed lo
President’s cold-hearted image.

When the political cost of attempts lo cul WIC became too
greal, the President (with the support of Senators Robert Dole
and Jesse Helms) conceded the need for the program for preg-
nanl women and infants bul attempted to remove older children
(rom the program. Again, the President failed and WIC was left
relatively untouched.

Rescarch

Two health-related areas did receive the President’s support.
The first was Federal funding for research. The only area of ox-
pansion of the Federal health budget in 1982 was the proposed
$168 million for the Nalional Tnslitutes of Fealth (Davis, 1981),
How this occurred is not entirely clear, but the President’s in-
dustrial and business supporlers placed high value on the na-
tion’s scienlific position (Greenbery, 1980) and DEFIES Sccretary
Richard 8. Schweiker was a vigorous advocate of the National
Institutes of tlealth (Iplchart, 1983).

During the campaipn Reagan had crilicized the Carter bud-
gel cuts for rescarch (Greenberg, 1980), The President’s an-
nouncement of a $100 million increase for biomedical research
churing his 1982 State of the Union message was the only health-
related reference in the speech (p. 73). In fact, Congress ap-
proved considerably more than the Administration requestud
(I:lehart 1983).

Yet although rescarch fared well, the related item of data and
information systems did not do well. Onc of the early viclims of
the Administration’s cuts was the Morbidity and Morlality Weekly
Repart (MMWR), a publication from the CDC. For 20 years, the
MMWR had become a trusted and valued publication, sent free
to Lthousands of official agencies and practicing physicians. As
a budget-saving device, the Administratian initialed a very ex-
pensive subscription that had the effect of reducing circulation
of the MMWR dramatically. ILis not casy to interpret this event.
By reducing the availability of the MMWR the Administration
undermined the nolion that a Federal agency might be viewed
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as highly effective and essential. The effort also fits with other
efforts to reduce Federal data systems (Relman, 1982).

These other efforts include culs in nalivnal health inlerview
surveys, and reductions at the National Center tor Health Statis-
tics. It is possible that the Administration intended to limit the
availability of Federal information as a method of preventing,
any links belween Federal cut-backs (in budpet and role) and
adverse health outcomes [or the population. If the information
was not available, then crilics could not draw the associations,

Medicare

The second health-related area that was (he subject of the
Administration’s interest concerned cataslrophic health care
coverage for the clderly. In contrast to the President’s dedica-
tion to reducing social services programs and spending, and in
opposition to many of his usual allies, he declared his interest in
this program al his 1986 State of the Union address. On July 1,
1988, he signed the Medicare Calastrophic Caverage Act of 1988
(P1. 100-360). The bill marked the most significant expansion of
the Medicare program since its 1965 inception (Iglehart, 1989).

The program would have expanded Medicare to include in-
surance against (reatmenl for major acute illness, and il also
ended the necessily of one spouse’s becoming impoverished in
order to entille the other to Medicaid coverage of long erm
care. Nevertheless, the program still left many gaps in health
care coverage, including the most important one of long-term
care. In the end, however, the bill was repealed not because
of its many gaps, but becatse of the apposition by the clderly,
whose copayments and premiums would have financed most of
the program. Approximately one-third of the costs of the pro-
gram would have come from a fixed monthly premium, while
the rest would have come from an income-related surcharge
paid by approximately one third of the more affluent clderly
(Levitan, 1990).

Dereguiation

On the goal of deregulatiun, President le,an appears (o
have been successful. At a news conference in Qctober ol 1981



America’s Health Care 83

he held up six pages of block grant regulations and boasted
that they veplaced 318 papes of regulations for 57 calegorical
programs that had been replaced by the block grants. I his
State of the Union Address one year after laking office, P'resident
Reagan waould reporl: “Together, we have cul the grrowth ol new
Federal regulations nearly in-half. In 1981 there were 23,000
fewer papes in the Federal Register, which lists new regulations,
than there were in 19807 (January 26, 1982 p. 73).

Federal involvement was reduced under the block grant ap-
proach, although it has begun to spring back under the Bush
years. The OBRA 89 amendments to Title V give the Federal
government renewed authority lo specify how funds are spent,
and Lhey require the slales to submil an application for their
block grant funds in a format now prescribed in “guidance”
(not by law or regulations).

Abortion

On aborlion, the President accomplished little that was sub-
stantive. [n fact, he probably learned that he had relatively
few tools wilh which o inflluence the abortion debale. He did,
however, nominate Dr. C. Everett Koap, a nationally respected
pedialric surgeon from Philadelphiy, lo the position of Surgeon
General of the United States, in part because of Koop's well
known opposition to abortion. In one of the great {ronies of
the administration, Koop hecame converted to the public health
mission. [{e campaighed for strong povernment positions on
smoking and other public health measures that may have ran-
kled Republican supporters of the P'resident. He took a national
leadership position on AIDS. And, finally, he equivocaled on
the abortion issuc.

In 1983, the Administration acted lo close down one of
the few oxplicitly abortion-related aclivities of the lederal gov-
ernment, the Aborlion Surveillance Branch at (he Centers for
Diseasce Control (CDC). The director of that unit, Dr. Willard
Cates, had carried out numerous sludies showing that legal
abortion was much safer for women than cither illegal abortion
or, in many cases, pregnancy itsell, Cates” work was (requently
quoted by prochoice advocales. Dr. Cates was transferred to the
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CDC's section on sexually transmitled diseases aclivity. Later in
the Administration, however, il becaine evident ta the prolife
lobby that they no longer had any data an which to make their
case that the number of abortions being, carried oul in the U.S.
was excessive. In another reversal, the Abartion Surveillance
Branch was pul back to work to revive its annual reports.

Late in the Administration, Surpeon General Koop was
askedd by the ‘Administration to come up with the data that
showed the psychological damage to women of abortions (July
30, 1987, p. 898). An expert commitlee was convened at the
CDC, Their report indicated that there was no scienlific evidence
for such an effect and a large scale study was unwarranted. It
appears that Koop himself was convinced by this finding and
moderated his stance on abortion, The Administration and its
right-to-life constiluency were said to be furious. Tt is likely that
this episode was an important component of the decision of the
new Bush Administration not to reappoint Koop as Surgeon
General in 1984

P'resident Reagan expressed his support for e Constitu-
tional Abortion Amendment in a September 8, [982 letler, and
in a specech on Seplember 14 made an astonishing clain: “1 think
the fact that children have been prematurely born, even down
the 3-month stage, and have lived lo-—the record shows—to
grow up and be normal human beings, that ought 1o be enough
for all of us” (p. 1151). The bulk of the President's action on
abortion during his two terms consisted of such rhetoric. He
often spoke of abortion, nearly always linking il with the is-
sue of school praver, in numerous appearances before religious
groups such as the Nalional Assoaciation of Evangelicals (March
8, 1983) and the National Religious Broadcasters (January 31,
1983). He regularly offered support for the Hyde Amendment,
prohibiting Medicaid payments for abortions, and other legis-
lation. At a luncheon for membuers of a conservative Political
Action Commiltee on ebruary 20, 1987, he said:

Last week we sent o Congress legishalion to enact on a perma-
nent, governmenl wide basis the Hyde amendment restriclion on
Federal funding of abortion. Qur proposal would also cul off Tund-
ing, under title 10, 1o private orpanizations that refer or perform
abortions except when a mother's life is in danger (p. 167).
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Although the President was not successful in passing a Con-
stitulional amendment, onee again ke did achicve some abjec
tives in the financing aspect of abortion. Tis other suceess, in
keeping, the conservalive position before the public, is more
difficull 1o measure but was certainly nol a complele failure.
Subsequent failures in several states to further limit access o
abortion would suggest that neither was his rhetorical cam-
paign a complete sucevss,

Summary: The Legacy

Overall, the legacy of the Reagan Administration on Amer-
ica’s health care delivery svslem was nol the calastrophic one
that was predicied. The worst of the spending reductions, while
severe, were relatively shorl-lived and parlly compensaled for
by the stales. The most significant culs occurredd in 19815 overall,
there was o 7% cul in Federal grants-in-aid to state and local
governments— 12% in real ferms (Nathan & Doolittle, 1987). 1
the case of the MCH Block Crant, a major vehicle for delivery
of services lo poor women and children, the Reagan culs only
continited a trend of erosion of funding,. In the case of Med-
icaid, the Reagan efforts were off-sel by a powerful advocacy
movemenl. In fact, the expansions that oceurred in the mid-to
late-1980s and will continue to 2002, are profound and, in the
absence of creation of # national heallh insurance program, will
provide health care seenrity for hundreds of thousands of low-
income women and childven.

Yel no mistake should be made: the effects of the reductions
in spending on health care fell most dramatically on the poor,
and particularly on poor women and children. At least for a
time, maternity and infanl services were lost, The Children’s
Defense Fund reported in 1983 thal in the previous 18 months
every stale had reduced health services for the poor (New York
Times, January 17, 1983).

The Children’s Defense Fund also reported (New York
Times, January 17, 1983) that the reduction of funding for the
Community Flealth Centers of 18% to (Lo $373 million) had re-
sulted in 725,000 persons being denied services, with 64% of
those being children or women of child-bearing age. Cerlainly
many of those services were later restored, but some damage
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prabably occurred from Lhe interruption of health care expe-
vienced by many persons. It is difficult to assess the additive
cffects of cuts in Medicaid, which provided access (o private
sector health care, and these other culs which reduced the avail-
abilily of public-scector health cave.

Sccond, it is clear that the Reagan cfforts (o reduce Fed-
eral authority in favor of the slates has resulted in prealer state
power (Nathan & Doolittle, 1987). What is not entirely clear is
whal (hat greater state power means for health care for the poor.
Although liberals have always assumed state authority to cor-
respund with relrenchment in social policy and maore restrictive
programs and policivs, this does not appear to be universally so.
Larger, more liberal slates spent more than more conservalive
oncs, but most buffered Federal culs to some extent. Long-lerm
cffects on health and welfare programs will be difficull to assess
until the economic recession abales,

A maore profound impact on the health care delivery system
may be due to the deficit left by Reagan's simultancous lax cuts
and increases in defense spending. When he assumed olfice in
1981, the deficit was $78.9 billion, atd he said “this kind of jrve-
sponsibility can’l go on” (March 2, 1981 p. 177). When President
Reagan left office, il slood at $155 billion (Office of Manage-
ment and Budget). Nathan and Doaolittle (1987) emphasize the
long-term meaning of the deficil: “. . . what is not debalable is
the inhibiting effect of the deficit on propoesals for new federal
programs. The signal from Washington was -clear; new social
program initialives would have to occur elsewhere” (p. 13).

Some other profound influences are more philosophical.
First, the Reagan Administration clearly reversed the commit-
ment to the “working poor” that had been evident in the Carter
Administration. Yet with the Family Support Act of 1988 (which
extended Medicaid cligibility for six months for families who
leave AFDC duce to linding employment) and the uncoupling
of Medicaid from AFDC, much of thal commitment seems to
have been recovered. ’

Second, the Reagan years continued a pronounced shift in
cancern and resources away from children and loward the el-
derly. By 1984, for example, Federal expenditures per child were
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only 9% of the per capita expenditures for the elderly (Preston,
1984). During, the 1980s, the real benelits of Medicaid eligibility
for AI'DC children decreased by 30% while the benefits for the
elderly increased 10% in inllation-adjusted terms (Schlesinger,
1989). The results are clearly demonstrated in increasing num-
bers of children in poverly, contrasted Lo decreasing numbers
of elderly persons. It is difficult to determine exactly how this
shift has occurred, but demographic changes, as well as a strong,
political lobby on behall of the elderly, have probably bueen
influential.

In conclusion, there is no doubt that the Reagan Administra-
tion made a significant impact upon the American health care
system Some of the negalive impact on low-income mothers and
children remains; much of it has been amelioraled by states and
subsequent Federal action. In the Jong run, however, the ma-
jor impact of the Reagan Administration on the health cave of
women and children and low-income familics may have og-
curred through the Administration’s social and economic poli-
cies, which arc discussed in other arlicles in this issue.

Relerences

Aaron, | 1., & Schwartz, W, B, (1984}, The painfid peeseription: Rationing osptal
care. Washington, DC: Brookings Instilution,

Boston Globe. Children's fund raps budgel. February la, 1982

Boston Herald American. Offlicials sev disaster in Reagan health cuts. Febriarn
T, 1982, . 14

Boston Herald American. Kids mayv be kurl by bodgel cuts. November 25,
1987

Bostan [Herald American. “War™ on kids laid to Reagaa, February 16, 1982,

Bovbjerg, R, R.. & Holahan, |, (1982). Medicaid fn the Reagan era.Federal policy
and stale choices, Washinglon, DC: The Urban Institute Press.

Children’s Defense Fund (1984). The deficit reduction qel of 1984, Washington,
DC: Author.

Clark, M. (1984). What halh Reagan wrought? Health/PAC Bullelin, |nly-
Augusl, pp. 3 L

Commontivalth, (1984). Children in Reagan’s America Staying Alivel, Seplem
ber, p.

Congressional Quarterly Weelly Report, 8, Budgel reconciliation bill De.
cember 1, 1990, 40124036,












	The Journal of Sociology & Social Welfare
	March 1992

	America's Health Care System: The Reagan Legacy
	Terri Combs-Orme
	Bernard Guyer
	Recommended Citation


	America's Health Care System: The Reagan Legacy

