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Introduction 
In April 1980 the United States Commission on Civil Rights 

sponsored a two-day consultation on Civil Rights in Health Care 
Delivery. The purpose of the consultation was to investigate the 
Federal role in assuring both adequate care and equal treatment for all 
Americans in delivery of physical health care services. The consulta
tion brought together Federal officials whose agencies fund various 
health care programs, researchers into various aspects of health care, 
and representatives of health advocacy groups concerned with the 
provisions of adequate health care. The participants described the 
current status of Federal involvement in the provision of physical 
health care and presented potential solutions where problem areas 
were identified. 

The consultation was divided into five sections, each intended to 
examine specific issues within the overall topic: 
(1) Overview 

This session examined the emergence of the Federal role in physical 
health care and analyzed its current status; use of facilities and services 
by race, ethnicity, sex, and place of residence; incidents of discrimina
tory treatment in the physical health care delivery system; and Federal 
responsibility for ensuring equal treatment in the receipt of health care 
services. 
(2) Rural Health Care 

During this session, participants examined the provision of .services 
in rural areas, focusing particularly on community .health service 
clinics, Indian health, and migrant health. 
(3) Urban Health Care 

Participants in this session reviewed problems of health care 
delivery in urban areas, particularly status of clinics, hospital closings, 
and the maldistribution of practitioners. 
(4) Legislative Initiatives 

This session described the current status of Federal health care 
programs, such as Medicaid and Medicare, and legislative initiatives, 
especially national health insurance. 
(5) Training of Health Care Professionals 

Issues covered in this session included medical school admissions 
policies following the decision of the Supreme Court of the United 
States in Regents of the University of California v. Bakke, 1 premedical 
school training, and recruitment of women and minority medical 
school candidates. 
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Four major issues emerged from the consultation that relate 
particulady to civil rights concerns: (1) fragmentation of Federal 
policies and programs in health care; (2) civil rights enforcement; (3) 
residency and utilization of health care services and facilities; and (4) 
training ofhealth; care professionals.; 

Fragmentation of Federal Policies and Programs 
Fragmentation in health care o~curs in policy formulation, program 

implementation, and decisionmaking at the Federal level, as well as in 
the division of responsibility for providing adequate health care among 
different levels of government and the private health care and 
insurance industry. This fragmentation has a detrimental effect upon 
the ability of the Federal Government to assure that minorities, 
women, and older persons have an equal opportunity to receive 
adequate health care. 

Fragmentation has resulted partially from the fact that Federal 
health care legislation has been passed in a piecemeal fashion, with no 
apparent overall philosophy or set of goals. Major Federal programs 
include funding for community health services, State health planning, 
hospital construction, migrant health services, Indian health service, 
Medicaid, and Medicare. These programs are administered by at least 
three separate agencies within the Public Health Service of the 
Department of Health and Human Services (formerly the Department 
of Health, Education, and Welfare): the Health Services Administra
tion (HSA), the Health Resources Administration (HRA), and the 
Health Care Financing Administration (HCPA). 

In addition to Federal agencies, State and local governments and 
private physicians and insurers are involved in decisionmaking 
regarding delivery of health care services. There are 204 Health 
Systems Agencies and 57 State Health Planning and Development 
Agencies. These agencies and State Boards of Health often influence 
the distribution of Federal funds and set eligibility criteria for the 
receipt of Federal funds under certain programs, such as Medicaid. 
Hospitals and private physicians control to a large extent payments 
made under Medicaid and Medicare. Private insurers determine to a 
great degree the cost of medical services. 

Because of the involvement of so many entities; health care may not 
be provided to some who are eligible. For example, discussion at the 
consultation revealed that American Indians often have problems 
receiving care from non-Indian Health Service facilities. Many are sent 
to the Federal Indian Health Service facility, even though this is a 
secondary facility for those Indians unable to travel to primary 
facilities. Furthermore, State Medicaid agencies do not always 
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reimburse the Indian Health Service for treatment of Indians eligible 
for Medicaid, even though they are required to do so. 

Fragmentation has led to what Dr. Philip R. Lee, director of the 
Health Policy Program, University of California at San Francisco, 
called "gross inequities between States and between local areas." It has 
also led to increased cost in the provision of health care, a devastating 
result for the 42 million Americans with no health insurance or 
inadequate insurance. Because public and private insurance pays for 
the "usual, customary, and reasonable" fees of physicians and 
hospitals, health providers are able to raise their prices and still be 
confident of reimbursement. Karen Davis, Deputy Assistant Secretary 
for Planning and Evaluation, Department of Health and Human 
Services, indicated that 60 percent of hospital revenues come from 
these "cost-based reimbursement plans," Medicare, Medicaid, or Blue 
Cross. She added: 

Regardless of the source of payment, giving hospitals a blank 
check and assuring them that no matter what they charged, they 
would be paid, certainly contributed to the problem of rising 
costs. 

Finally, fragmentation has produced less accountablity to the 
Federal Government for the expenditure of Federal funds. One 
example of this is the Medicare "Part B" program, which pays private 
physicians for the cost of medical care of older persons. The 
Department of Health and Human Services mantains that this is not 
"Federal financial assistance," inasmuch as it is a direct payment to the 
beneficiary for services rendered by a health provider, paid for by 
participants in the program through premiums. In fact, less than one
third of expenditures under Medicare are provided from premiums 
paid by participants in the program. Furthermore, even though 
physicians are beneficiaries under the Medicare Part B program, the 
Department of Health and Human Services contends that they are not 
covered by Title VI of the Civil Rights Act of 1964, which prohibits 
discrimination in programs receiving Federal financial assistance. 2 

Civil Rights Enforcement 
The issue of accountability for the use of Federal funds relates 

directly to the enforcement of provisions in the Civil Rights Act of 
1964 and the Hospital Survey and Construction Act-or the Hill
Burton Act-of 1946. Title VI of the Civil Rights Act of 1964 states: 

No person in the United States shall, on the ground of race, color, 
or national origin, be excluded from participation in, be denied the 

• 438 U.S. 265 (1978). 
2 Patricia Roberts Harris, Secretary of Health and Human Services, letter to Louis Nunez, Staff 
Director, U.S., Commission on Civil Rights, June 9, 1980. 
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benefits of, or be subjected to discrimination under any program 
or activity receiving Federal financial assistance.3 

Title VI has become a major tool used by the Federal Government to 
ensure nondiscrimination. In the past 16 years, it has been used 
successfully to secure compliance by recipients of Federal funds. Since 
the ultimate sanction is termination of Federal financial assistance, 
there should be strong incentive on the part of fund recipients to 
comply with the law. 

In the area of funding for health care, however, the former 
Department of Health, Education, and Welfare brought enforcement 
proceedings only rarely under Title VI, especially since 1970. Most of 
that Department's civil rights effort was in the area of education, 
attempting to bring school districts into compliance with the law. As 
Roma Stewart, then Director of the Office for Civil Rights at the 
newly created Department of Health and Human Services (HHS), told 
the Commission: "The record of achievement in elimination of 
discrimination in health is bleak in comparison to what has been 
accomplished in the schools." In fact, no recipient of Federal health 
funds has had its funds terminated since 1973. Since 1970 only nine 
institutions have been subject to administrative proceedings that might 
have led to termination offunds.4 

Another participant, Dr. Kenneth Wing, from the School of Public 
Health, University of North Carolina, charged that discrimination in 
health care had not really been defined and that the "principle of 
nondiscrimination in delivery of health services and particularly 
government-funded health services has never really bee1}- accepted." 
Support for this charge was given by Sylvia Drew Ivie, then director 
of the National Health Law Program and later Director of the Office 
for Civil Rights at HHS. She indicated that, despite a 1976 Department 
of Justice mandate to the Department of Health, Education, and 
Welfare (HEW) for the development of guidelines implementing Title 
VI, guidelines that would assist in determining discrimination and in 
obtaining compliance from hospitals, nursing homes, and health 
planning agencies have never been issued. Ms. Stewart testified that 11 
guidelines on different aspects of health funding were to be released by 
the end of the calendar year 1980. The guidelines were issued by the 
end of that year as policy clarifications of old regulations. No new 
regulations were issued. 

Effective use of enforcement proceedings under Title VI could have 
a profound effect on the operation of health programs. The Federal 
Government spent over $56 billion in 1979 on health care programs. 

• 42 U.S.C. 2000d (1970). 
• Roma J. Stewart, then Director, Office for Civil Rights, Department of Health and Human 
Services, letter to Arthur S. Flemming, Chairman, U.S., Commission on Civil Rights, May 22, 1980. 
No administrative proceedings were initiated between May 22, 1980, and Jan. 12, 1981. 
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Of this amount $34 billion went to hospitals for various programs, $8 
billion to physicians, and over $5 billion to nursing homes. 5 Thus, the 
termination of Federal funds would have such a great impact on the 
operation of health care facilities that vigorous enforcement of Title 
VI would encourage facilities to eliminate discrimination in health 
care programs receiving Federal financial assistance. 

Enforcing civil rights laws, ·in part, means investigating complaints 
or conducting compliance reviews following disbursement of Federal 
funds. Program office staff at the Department of Health and Human 
Services often assume that the responsibility for ensuring nondiscrimi
nation lies with the Office for Civil Rights (OCR). Memoranda of 
Understanding between OCR and the Public Health Service (PHS) 
and between dcR and the Health Care Financing Administration 
(HCFA), however, give OCR primary responsibility for developing 
guidelines and providing assistance to the program agencies.6 Never
theless, PHS and HCFA are responsible for "incorporating civil rights 
concerns into regular program review and audit activi
ties,. . .monitoring, in arrangement with OCR, existing civil rights 
compliance agreements," and performing other functions related to 
assuring nondiscrimination in programs funded by the respective 
agencies.7 

The Public Health Service, or more specifically, the Health 
Resources Administration (HRA), also has responsibility for enforcing 
the "free service" requirement of the Hill-Burton Act. This act 
predates Title VI by 18 years, and requires that hospitals that receive 
Federal construction funds under the act must provide "a reasonable 
volume of services" free of charge to those unable to afford the cost of 
hospital care.8 In 1964 the act was amended to allow the Surgeon 
General to require that hospitals receiving funds make services 
available to all persons living in the vicinity of the hospital. 9 In 1975 
Congress added another amendment, requiring HEW to develop 
regulations implementing the "uncompensated service" and "commu
nity service" provisions.10 Four years passed before final regulations 
were issued, and according to information provided at the consulta
tion, regulations still have not been implemented in a systematic way. 

• Robert Gibson, "National Health Care Expenditures, 1979", Health Care Financing Review 
(Summer 1980), p. 33. 
• "'Memorandum of Understanding Between the Office for Civil Rights and Public Health Service," 
July 27, 1979; "'Memorandum of Understanding Between the Office for Civil Rights and the Health 
Care Financing Administration," July 27, 1979. 
• Ibid. 
• 42 U.S.C. section 29lc(e), 291e(b)(3)(1976); 42 C.F.R. section 53.11 I. 
• Pub. L. No. 88-443, section 3(a), 78 Stat. 451,454 (1964). 

•• Pub. L. No. 93-641, Section 4, Title XVI, Part A, section 1602, 88 Stat. 2258 (1975) (current 
version at 42 U.S.C.A. section 300s (Supp. 1980)). The current version, which was enacted in 1979, 
essentially recodifies the provision of the 1975 Act. 
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Residency and Utilization of .Physical Health Care 
Facilties 

Related to the issue of enforcement of civil rights laws is utilization 
of health care facilities and services. Because the provision of health 
care is largely a private industry, health care providers are not 
distributed randomly throughout the country. Particularly in areas 

• with large minority populations, physicians and hospitals are few, 
while in white, more affiuent neighborhoods, health care providers 
abound. This maldistribution of services has had a deleterious impact 
on the availability to minorities of adequate health care, and conse
quently, on the health status ofminorities. 

Lu Ann Aday, research associate at the University of Chicago's 
Center for Health Administration, presented information regarding 
differentials in utilization of physical health care facilities on the part 
of different groups. Particularly affected by accessiblity to health care 
providers are inner-city or rural areas. Facilities in rural areas are often 
remote, resulting in both substantial travel time and long waiting 
periods by patients. In urban areas blacks tend to rely heavily on 
hospital emergency rooms and outpatient departments for regular care 
and are less likely to have a private physician. The closing or 
relocating of hospitals in urban areas can therefore have a devastating 
effect on health care received by inner-city residents. Ironically, it is in 
those areas that hospitals are most likely to be closed. In a study of 
metropolitan areas between 1937 and 1977, Dr. Alan Sager of Brandeis 
University found that the higher the percentage of blacks in a 
neighborhood, the more likely a hospital would be closed or relocated. 
In areas less than 25 percent black, only 14 percent of all hospital were 
closed and relocated. By comparison, in neighborhoods where more 
than three-fourths of the population was black, nearly half of all 
hospitals-47 percent-were closed. or relocated.11 

A reason often given for such closings is that, since those areas with 
large minority populations are also less affiuent and less financially 
able to sustain an ongoing hospital, the operation of the hospital is not 
efficient. It is argued that "financially distressed" hosptials-whether 
public or private-cannot remain open without substantial third-party 
funding sources. 

Regardless of the reasons, hospital closings have a detrimental 
impact upon the quality of health care for those persons affected. If the 
hospitals are receiving Federal financial assistance, the Department of 
Health and Human Services has responsiblity for ensuring that the 
people served continue to receive adequate health care. 

11 Alan Sager, "Urban Hospital Closings in the Face of Racial Change" (statement before the 
Subcommittee on Health, Committee on Ways and Means, U.S. House of Representatives), Mar. 14, 
1980. 
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Henry A. Foley, Administrator of the Health Resqun;:es Adminis-
tration told the Commission: 

Institutions which serve as· the primary source of care in 
underserved areas must be kept viable, or acceptable alt~rnatives 
must be developed. The assumption should not be made that all 
hospitals in financial trouble should necessarily be 
saved. . .Federal policies should encourage significant restructur
ing of local health delivery systems in order to produce institu
tions with a promise of future viability. Such restructuring must 
take account of the total health resources of the area, and should 
emphasize the appropriate use of ampulatory care as opposed to 
institutional treatment. 

Training of Health Care Professionals 
Difficulties encountered by minorities and women in securing 

adequate physical health care can be traced in part to their underrepre
sentation as physicians and related health care professionals. In 
referring to a report titled "The Treatment Practices of Black 
Physicians," Henry Foley stated that in 1975, 87 percent of patient 
visits to black physicians were by black patients, while 90 percent of 
patient visits to white physicians were by white, patients. Dr. Philip 
Lee, former Assistant Secretary of HEW for Health and Scientific 
Affairs, and currently director of the Health Policy Program of the 
University of California at San Francisco, stated: ". . .if we train more 
minorities [to become physicians] and give them more opportunities, 
there is no question that minorities would have greater access to health 
care." 

The fact is that minorities and women remain underrepresented in 
' the Nation's medical schools. According to data submitted by 
Magdalena Miranda, Chief, International Education Programs Sec
tion, Health Resources Administration, in 1979-80 women constituted 
27.8 percent of all first-year medical students (25.3 percent of all 
applicants were women), while "underrepresented minorities" (blacks, 
American Indians, and Hispanics) were 11.6 percent. Special adxqis
sions programs have been developed by many medical schools to 
provide minorities greater opportunities for medical traini.Tig. Set-aside 
programs which allot a certain number of slots for minority medical 
school applicants have been challenged successfully in courts. In 1978 
the Supreme Court of the United States in Regents of the University of 
California v. Bakke declared that although race alone could not be 
used to determine eligibility for medical school, it could be used as one 
factor to produce diversity within the student body.12 

12 438 U.S. 265 (1978). 
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Despite the decision in Bakke permitting medical schools to 
consider race in determining eligiblity, ·the proportion of first-year 
medical school students that is minority has not increased and, in some 
cases, has actually decreased. For example, in 1974-75, blacks 
~epresented 7.5 percent (l, 106) of all first-year medical students, but by 
the 1979-80 academic year, this had fallen to 6.5 percent {1,108). The 
percentage of Hispanics has risen only slightly during the period, from 
2.0 percent (296) to 2.2 percent (376). American Indians constituted 
only 0.4 percent (63) of all first-year medical students in 1979-80, 
down ·from Q.5 percent (71) in 1974-75. During the same period, the 
percentage qf all applicants to medical schools who were accepted 
increased from 35 to 47 percent, while the percentage of minority 
applicants accepted fell from 44 to 41 percent. 

Applications as well as enrollments by minorities have leveled off 
during recent years. One possible explanation is that medical schools 
have not pursued recruitment vigorously since special admissions 
programs were attacked. According to Alonzo Atencio, assistant dean 
and assistant professor of biochemistry at the University of New 
Mexico, the use of race or ethnicity as a factor in determining 
admission to medical schools depends on the commitment on the part 
of a particular institution to increase the percentage of minority 
students, since there is no legal requirement that race or ethnicity be 
considered. Dr. Atencio also pointed to a shift in Federal programs 
from scholarships ,to loans as a factor in discouraging some minority 
applicants. Attending medical school for 4 years requires a substantial 
financial commitment; minorities may be reluctant to borrow the 
amount necessary to finance a medical education. Although the 
Federal Government provides funds .to needy medical students 
through the National Health Service Corps, participants in this 
program obligate themselves to working in an underserved area after 
completing medical school in exchange for Federal funding. Minorities 
have also been reluctant to participate in this program, since they 
cannot choose the geographical area of service upon graduation. Still, 
of the total National Health Service Corps scholarships granted in 
1979, 19.5 percent went to. blacks, 3.9 percent to Hispanics, and 1.2 
percent to American Indians. 

Conclusions and Recommendations 
Participants at the Commission's consultation on Civil Rights Issues 

in Health Care Delivery provided evidence that discrimination 
continues to exist- in the provision of physical health care. Due to 
increasing costs, maldistribution of health care providers and re
sources, and overt disparate treatment, minorities, women, and older 
persons do not have equal opportunities to secure adequate physical 
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health care. While participants agreed on the problem, they differed on 
the remedy. Increased Federal expenditures on health care, more 
effective enforcement of civil rights laws, and national health 
insurance were suggested ways to reduce and eventually to eliminate 
disparities between the health status of minorities and women, and 
white males. Each of these ways is important and needs to be 
considered before a strategy for ensuring equal opportunity in health 
care can be developed. • 

In the meantime, the Commission presents the following general 
recommendations based on evidence presented in connection with the 
April 1980 health care consultation. 

1. The Office for Civil Rights at the Department of Health and 
Human Services (HHS) should issue regulations defining discrimina
tion in health care and describing procedures for compliance with 
Title VI of the Civil Rights Act of 1964 and the Hill-Burton 
requirements. When administrative proceedings do not result in 
compliance within the prescribed period of time, Federal funds to 
the noncomplying physician or institution should be terminated. 
Enforcement of civil rights requirements in health care programs 

has been almost nonexistent, particularly during the last decade. The 
former Department of Health, Education, and Welfare has not 
systematically implemented Title VI, which bans discrimination on the 
basis of race and national origin, in regard to health care. As the 
Commission noted in its recent Report to the President and the Congress, 
Federal departments responsible for Title VI implementation have not 
enforced it vigorously. They have frequently failed to issue regula
tions, initiate enforcement proceedings, or terminate Federal financial 
assistance when compliance cannot be achieved. That report can be 
applied to health programs administered by HHS as well, when it 
states: "It must be clear that fund termination will be invoked when 
timely compliance cannot be achieved." 

2. The Department of Health and Human Services should reverse 
its position concerning the coverage under Title VI of physicians in 
the Medicare Part B program.* 
Current HHS policy exempts physicians who treat Medicare 

patients under Part B of that program from coverage of Title VI on 
the ground that the individual rather than the physician is the ultimate 
beneficiary of the program. In fact, physicians do receive Federal 
money (only one-third of the expenditures are covered by premium 
payments by participants), just as they do in the Medicaid program, 
under which physicians are covered by Title VI. 

* Commissioner Stephen Hom dissents from this recommendation. 
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3. All Federal agencies dispensing health care funds should include 
civil rights concerns and civil rights compliance in their operations, 
as requireo of the Public Health Service and the Health Care 
Financing Administration by Memoranda of Understanding be
tween those agencies and the Office for Civil Rights. 
Agency officials administering Federal funds too often ignore their 

responsibility for ensuring that those funds are spent in a nondiscrimi
natory manner. If implementation of Federal civil rights policy is to be 
effective, it rieeds to command the attention of officials responsible for 
making decisions regarding the disbursement of Federal funds. 

4. The Office for Civil Rights at HHS, in conjunction with the 
Health Resources Administration; should develop procedures for 
examining hospital closures, (a) to determine the extent of negative 
impaet their closure or relocation would have on the health care of 
minorities, older persons, and other low-income persons living in the 
area that the hospital services, and (b) to establish adequate 
alternative health care provisions for area residents before the 
hospital is closed or relocated. 
In many cities across the country "financially distressed" hospitals 

are closing their doors in minority neighborhoods, meaning that 
residents must turn to alternative health care providers, such as 
outpatient clinics, or travel to hospitals distant from their neighbor
hoods. One study showed that the greater the percentage of minorities 
in a neighborhoqq, the more likely it is that a neighborhood hospital 
would close or be r~located. Because of potential detrimental impact 
on health care to minorities and older persons, decisions regarding 
closure or relocation must be weighed carefully and alternative health 
care provisions must be established. 

5. The Federal Government should undertake and expand pro
grams aimed at encouraging minority and female students to apply 
to and to attend medical school. The Federal Government should 
also act to guarantee equal opportunities in premedical school 
education in order to assure the admission and retention of minority 
and female medical school applicants and students. Sufficient funds 
should be 1p.ade available to make the opportunity for a medical 
school education financially feasible for potential minority and 
female students unable to afford its high cost. Additionally, National 
Health Service Corps rules should be amended to allow participants 
a range of choices in selecting the underserved area where they will 
work. 
Women and minorities are still underrepresented in the Nation's 

medical schools. In fact, minority enrollment as a percentage of total 
en~ollment, as well as the percentage of minority applicants accepted 
info medical school, has actually decreased in recent years. This 
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decline may be due in part to the fact that loans are replacing 
scholarships as a major source of money for minorities to attend 
medical school. The requirement that National Health Service Corps 
participants serve in a geographical area not chosen by them may also 
discourage many minorities from applying for this program. In order 
to increase the number of minority and female doctors, the Federal 
Government should take steps to encourage medical schools to recruit 
and retain minority students interested in medical careers. 

xvi 



Civil Rights Issues in Health Care 
Delivery 

A Consultation Sponsored by the United States 
Commission on Civil Rights, Washington, D.C., 

April 15-16, 1980 

Proceedings 

CHAIRMAN FLEMMING. I will ask the meeting to come to order. The 
United States Commission on Civil Rights has convened this consulta
tion in order to examine civil rights issues and health care delivery. 

This examination will address the role of the Federal Government in 
helping to ensure both adequate health care for all Americans and 
equal access to physical health care services and facilities. 

Participants will focus on two important aspects of physical health 
care delivery: Discrimination in physical health care delivery and 
remaining gaps in the provision of adequate health care for problems 
that currently exist. 

Time constraints do not permit pre~entations by persons other than 
those invited by the Commission. We do welcome, however, submis
sion of materials by others who would like to contribute to the 
exploration of the issues. The materials submitted in this way will be 
considered for possible inclusion as part of the final record of the 
consultation. 

My colleagues and I believe that the provision of adequate health 
care is of vital concern to minorities, women, older persons, and 
handicapped individuals. We believe that an examination of physical 
health care delivery will provide baseline information which may be 
used in the future to review other aspects of health care such as 
incidents of disease and mental health. 

We deeply appreciate the cooperation and help of those who will be 
presenting papers or serving as respondents to those who do present 
papers. 



I am asking my colleague, and the Vice Chairman of the Commis
sion, Commissioner Horn, to preside during the morning session. 
Commissioner Horn. 

VICE CHAIRMAN HORN. Thank you, Mr. Chairman. In this 
morning's session, we will review the overview r:of the Federal 
Government's role in health care delivery. 

The first presenter, Dr. Philip R. Lee, is one of the most 
knowledgeable experts in this country on this subject. He, comes from 
a family of distinguished doctors, a family that has cared about the 
state of American health over the years. 

After his graduation from Stanford University, as an undergraduate 
and then from its school of medicine, he has not only pursued the 
practice of a physician but, more important, he has served as a critic 
and guide to what American health practices ought to be. 

Over the years his extensive publications have helped to set the tone 
for both policymakers and nonpolicymakers, those in medicine and 
those outside medicine alike. During the Johnson administration he 
served as Assistant Secretary of HEW for Health and Scientific 
Affairs. 

He then returned to California where he is professor of social 
medicine, University of California, San Francisco. He also served as 
chancellor of the University of California Medical Center in San 
Francisco. He is now the director of the health policy program at that 
institution. 

We are delighted to have Dr. Lee, who will capsulize his life 
experience in about 25 minutes. 

STATEMENT OF PHILIP R. LEE, M.D., DIRECTOR, HEALTH 
POLICY PROGRAM, UNIVERSITY OF CALIFORNIA, SAN 

FRANCISCO 
DR. LEE. I am delighted to be here, and I indicate special 

appreciation to two Commission members. One is the Chairman, 
whose work in the 1950s and whose friendship with my father had a 
great influence on my own career in public service, and Steve Horn 
who, as the legislative assistant to Senator Thomas H. Kuchel, 
introduced me to the intricacies of politics and public policy in the 
very early days of Medicare. (As a matter of fact it was known as the 
Kuchel-Anderson Bill.) 

So, I have both a personal and professional tie that is deep to the 
Chairman and the Vice Chairman. I am delighted to be here. 

For the past 45 years, the United States has been moving towards a 
national health policy. We go in fits and starts. We don't have, 
perhaps, a coherent policy, but there are many pieces that are in place. 
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Progress, particularly in the last decade, has been made in under
standing the basic health problems that face the Nation and in 
understanding the role of factors other than medical care that affect 
our health. Biological factors, the social, the cultural, the environmen
tal, and the behavioral factors are all important to our health. Federal 
policies have emphasized medical care and biomedical research. 
Federal programs have also been designed largely to expand, support, 
or strengthen the role of the private sector. 

Many of the programs evolved because of a failure on the part of the 
private sector, for example, the support of biomedical research. The 
Hill-Burton program was designed to correct major inequities in 
hospital construction and availability of hospitals throughout the 
country and particularly to improve the availability of hospitals in 
rural areas. Other Federal programs were designed because oft.he high 
costs of private sector services, and the failure of private health 
insurance for the aged. The result was Medicare. 

Some Federal programs affected everyone. Others affect a small but 
needy segment. Some of the programs have been very successful, and 
others fail to achieve limited objectives. 

There are at least six different approaches that might be taken to 
assessing the effects of Federal policies on the disadvantaged. One is to 
trace the development of legislation. In the report which we have 
submitted to the Commission, we do that in brief. Another would be to 
look at the budget. Every year the Congressional Budget Office and 
the Office of Management and Budget (0MB) publish special analyses 
qf the Federal budget. The 0MB, of course, publishes the President's 
budget as it is submitted to Congress each year. The Brookings 
Institution and a number of individual scholars who analyze the 
budget have told -us a great deal about the potential effects of 
programs, as well as who is getting what in terms of distribution of 
resources. 

I would say parenthetically that we have heard a great deal about 
the so-called "graying" of the budget. The term is shorthand for how 
much of the Federal budget is spent for the elderly. Of course, 
included in that are the social security payments, an earned right 
dispensed separate from a trust fund which is from general appropria
tions. And, in my judgment, social security should be separated from 
the general revenue fund and the general budgets. It would give a 
different picture of the "graying" of the budget if that was done. 
Medicare is also included as an expenditure on behalf of the elderly. In 
fact, all the money goes to doctors, hospitals, and other providers of 
health care. We could talk, rather than about the graying of the 
Federal budget, about the medicalization of the Federal budget, which 
might be more accurate. 
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Another approach, which has been taken by Lu Ann Aday (who 
will be presenting later) and her University of Chicago colleagues, 
Odin Andersen and Ron Andersen, is to examine access to care and 
the importance of various programs providing access to care. We can 
also examine policies and programs affecting particular population 
groups. That is what I intend to do in this presentation with respect to 
the elderly. 

We have included as attachment to our presentation a report on 
services for the elderly, the health status of the elderly, and the cost of 
health care for the elderly. That appeared in Health USA by Dr. Kovar 
for the National Center for Health Statistics (see exhibit 18). 

There have been a number of studies to examine the extent of 
discrimination, and the Commission itself has carried out several 
studies looking at the effect of discrimination in particular health care 
programs. 

I will not review the report or our analysis of the legislative score 
card except to mention that, as the years go by, more and more health 
legislation is dealt with by the Congress. We thought of the 1950s as a 
period when the base was built for the present Federal policies: The 
development of biomedical research, the strengthening and expansion 
of the Hill-Burton Program, the articulation of Federal-State categori
cal programs, such as venereal disease control, tuberculosis control. 
The principles that were later to be applied in a number of other 
programs were established during this period. In the 1960s, particular
ly from 1963 to 1967, there was a rapid expansion in the numbers of 
programs. 

In the 1970s even more legislation was considered by each Congress 
than the one before. The workload on the committees and the range 
and complexity of the problems increase as each decade goes by. That 
will be a factor in the eighties. 

Looking at Federal health e~penditures (and I've mentioned Office 
of Management and Budget and the Brookings Institution), we see a 
tremendous increase in the number of Federal programs and expendi
tures for health and health care. In 1953, for example, when HEW was 
established, there were about 70 programs administered by the 
Department-A total budget of $6.5 billion and $300 million spent for 
health programs. By 1968 there were over 250 programs with 
expenditures in the Department of $40 billion, and $9.3 billion spent 
for health programs. Estimates for 1980 indicate that the expenditures 
will be $193 billion in the Department and the total health expendi
tures (this includes the Department but also programs beyond that), 
$56.5 billion. As we have grown in size, the Federal role has increased 
substantially in the health care area. 
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Today, I want to examine different approaches and provide a 
framework for ~nalysis rather than describing specific outcomes of the 
analysis. I will focus my discussion particularly on the aged. I will look 
at the social col).text of health policy development and the factors that ' 
will affeqt health policy in the eighties. 

Inflation, which is certainly the dominant issue, affects public policy 
in 1980. This not only has a profound effect on the Federal budget, 
which we are witnessing today, but on individuals .and their attitude 
towards government and taxes. We have seen in California a number 
of taxpayer.initiatives-the so-called taxpayers' revolt. 

We have seen within the Federal Government a shift froll). social 
programs and expenditures to defense expenditures. We have also 
seen, because of the various factors putting pressure on the budgets, a 
reduction of services, particularly for the disadvantaged. Many of 
those don't show up immediately, as we have seen in California. But 
they do begin to show up within a year or two, and the problems 
increase very rapidly. 

Another factor that will profoundly affect public policy in the 1980s 
is new federalism which evolved in the 1970s 'with revenue sharing 
and block grants to States in major areas such as community 
development and social services. 

Some programs, like Medicaid, that were not originally designed 
with new federalism in mind, have become part of the new federalism 
strategy. With new federalism there is decentralization and limited 
Federal oversight. Unfortunately, I think, the evidence is strong there 
is decreased accountability for Federal expenditures. 

There is a transfer of costs to State and local governments. The 
Federal Government is transferring costs to the State, and the State is 
transferring the costs to the local government. 

Fragmentation is another consequence of present policies. Variation 
in State and local government policies and programs are producing 
fragmentation of services. It is both power fragmentation and program 
fragmentation. With the thousands of local governments and innumer
able agencies involved, there is tremendous difficulty in really 
developing coherent policies very often. There are multiple programs, 
multiple jurisdictions, multiple authority, and multiple agencies. • 

It appears that rather than a need based assessment, the assessment 
, often is politically based, and it permits the role of interest groups to be 
increased. There have been a number of articles, including lead stories 
in Time magazine and other national magazines, about the influence of 
the .special interest groups in Washingtom We also see that at the State 
level. In Califi;:,rnia last year, the special interests spent $27.9 million. 
The California Medical Association was number 2 among the 
spenders, and the Dental Association was among the top 10. Thus, the . 
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prov1s1on interest groups are able to exert a powerful influence 
because of the decentralization to States with revenue sharing and new 
federalism. 

The third factor affecting health policy is the fiscal crisis. I have 
mentioned the shift of expenditures from Federal to State and local 
governments. Fiscal crisis has been defined as a threat to the fiscal 
integrity of government, usually at the local level. We have seen that 
in New York City and in Cleveland. 

Fiscal strain is evident at all levels of government: at the county 
level, the city level, and at the State level. There is increased demand 
for expenditures which often is attributed to the increased demand for 
service or the greater numbers of people eligible for services. In health 
care, the increased expenditures are primarily due to inflation-the 
increase in the price of the services without an increased number of 
people utilizing the services. 

The second factor affecting health care costs has been the increased 
complexity of care. More laboratory tests, X-rays, and drugs are now 
used in diagnosis and treatment. 

Another dimension of the fiscal crisis in the 1970s was the recession. 
We can certainly anticipate another recession in the near future. The 
impact of that is yet to be determined. I perso~ally believe the impact 
will be far more serious with particularly detrimental effects for the 
disadvantaged, who are more vulnerable than the rest of the 
population. We also find with fiscal strain and crisis various cost
cutting measures affecting the delivery of services to the aged, to the 
poor, and to other disadvantaged groups. 

Finally, two other factors that are related to health policy and the 
disadvantaged, particularly the aged. First is the public perceptign or 
what has been called the social construction of reality. This term. was 
coined by Berger and Luckman a number of years ago. The term was 
used to describe the definition of reality becoming widely shared and 
institutionalized as part of the collective store of knowledge, whether 
or not the perceptions really relate to the reality. The perceptions of 
government, of public officials, of government programs and regula
tion are an example of the social construction of reality-the change in 
attitudes from the 1960s to the 1970s. The change in perceptions of 
medical care in the past 15 years is another example. The problems in 
the 1960s and 1970s were access and quality. The problem in the late 
1970s was cost. Cost is the predominant issue today. 

The perceptions of disadvantaged groups in our society also reflect 
the social construction of reality: The perception of blacks·, of women, 
of other minorities, or the aged. I will talk more about the public 
perceptions of the aged as they affect policy in a moment. 
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Second, the role of medical care and the influence of medicine on 
public policy are of increasing importance. The growth in the size of 
the medical care enterprise in the last 20 years, in the scope and 
responsibilities of medicine, and in the technology in health care 
reflects this changing role. With it has come an expanded role of 
government. Government has increased its support of research, of 
h~alth manpower training, the construction and financing of hospitals, 
and finally in the financing of medical care, and with that an increased 
role in planning and regulation. 

Just one item that indicates the influence of medicine. We have been 
aware of cost as a major problem and the helplessness of Congress and 
virtually all State governments to do anything about the principal 
factor in the increasing costs-namely, behavior of physicians. It is 
now clear between 70 and 90 percent of all costs of medical care are 
physician generated. We hear about consumer demand, related to the 
fact that most people have health insurance and therefore few 
constraints on demands for medical care. 

The fact is doctors, not consumers, are largely responsible. They put 
patients in the hospitals, often unnecessarily. The incentive, however, 
both for hospitals, which are cost based, and for physicians, who are 
paid on a fee for service basis, (both by Medicare and many private 
health insurance programs) is to hospitalize patients and use ancillary 
services. 

The physicians set their own fees, and the government pays those 
fees which are called usual, customary, and reasonable (UCR). The 
UCR reimbursement methods have not been changed for 15 years, 
despite the fact it has been recognized for a decade that it is the way 
we pay doctors and hospitals that is the _principal cost of the enormous 
inflation in medical care costs. At least 50 percent of the cost is solely 
due to price increases. That is an indication of the power of the interest 
groups. 

Let's turn briefly from discussing the factors influencing health 
policy and look at the elderly. First, there are very real needs. Large 
numbers of people-22 million-are 65 years of age or older. By the 
year 2000, there will be 31.8 million. 

The aged, on the average, are poorer than the rest of the population. 
Inadequate income is recognized as the most serious problem facing 
the elderly. We have a large group of poor people, who bear a heavy 
burden of chronic illness and disability, who must use a large number 
of health services. 

The social construction of reality has had a profound effect on the 
policies and programs for the aged. I draw particularly for this analysis 
in Dr. Carrpll Estes' book The Aging Enterprise in which this analysis 
was first put together in thi~ form. 
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First, the aged are perceived as a problem in our society. As a 
problem, they need special programs. The so-called age segregated 
policies. 

The problems are seen as resolvable by the application of services at 
the individual level, the so-called services strategy. The services 
strategy, however, has different effects on different social classes. For 
the nonpoor, we have Medicare. They use more Medicare than the 
poor elderly. We also have social security, tax benefits, and pensions. 
For the newly poor, often considered to be the deserving poor, social 
security and Medicare are available as well as programs funded by the 
Older Americans Act. These include recreation, lifestyle support, 
transportation, meals, and nutrition programs. For the chronically 
poor elderly, the so-called undeserving poor, policies are largely 
determined by the States. Medicaid, the SSI supplement, and other 
services are basically left to the States for the elderly who have always 
been poor. 

Another perception that society has of aging is based on a 
biomedical model, which is basically one of inevitable physical 
decline. We gradually deteriorate as we get older. It is inevitable. It is 
not a disease. It is a continuous, progressive decline. 

Another perception is that the problems of the elderly have reached 
a crisis. Each interest group says their particular service solution is the 
way to go. We need more medical care, more social services, or more 
other kinds of services. 

Finally, it is not possible to redistribute the wealth. It is only possible 
with great sacrifice on the part of the younger generations to keep the 
old basically where they are economically. We have all shared many 
of these views and values. Many of us who have been in policymaking 
positions were very strongly influenced by them in the 1960s with the 
development of the Older Americans Act, Medicare, and a number of 
other social programs to serve the elderly. It has been true and remains 
today that the social construction of reality has had profound impact 
on public policy. Earlier I mentioned the graying of the budget. It is a 
myth, but people begin to act on that as if it were the reality. Policies 
begin to flow from that. People begin to question social security. 
Despite the fact there is tremendous support for social security among 
the great majority of the public, people begin to have doubts about it. 
Will it meet my needs when I retire? Will it continue? There begin to 
be questions because ofmyth perpetuated. 

Inflation has had a profound effect on the cost of medical care and 
what older people must pay for their medical care. We detail that in 
the report. Just a couple of figures-the per capita cost of care for the 
elderly rose from $455 to $1,521 annually between 1966 and 1976. The 
out-of-pocket costs of medical care now exceed the total costs of 
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medical care for the elderly before the enactment of Medicare. The 
Medicare premiums are rising and payments to physicians have risen 
rapidly because many doctors no longer take assignments. The aged 
not only pay the premium and the coinsurance, but the increased fee 
the doctor charges. 

The hospitltl deductible must also be paid if an elderly person is 
hospitalized. The cost of out of hospital prescription drugs must also 
be paid directly out of pocket. If an old person is unlucky enough to 
have to go to a nursing home, the cost of the- nursing home must be 
paid until they spend down what savings they have until they are 
eligible for Medicaid. Unfortunately, too many elderly end up in that 
situation. 

There is no single factor that has as adverse an effect on the elderly 
as the rising cost of medical care. Energy costs, housing costs, food 
costs, all have been significant, but I would say medical care is the 
most important. 

The elderly and other disadvantaged are the victims of new 
federalism policies and the fiscal crisis. Increasingly, the responsibility 
to meet the needs is delegated to the States and the local governments. 
We find that the State governments try to shift the burden to the local 
government. We see the impact of cost constraints affecting Medicaid 
programs, Title XX social services, and other service programs in 
State after State. States restrict reimbursement for nursing homes in 
order to contain cost and the elderly are denied access to such care. In 
a State like California, half the nursing homes will not take Medicaid 
patients. • 

An elderly Medicaid beneficiary in San Francisco, for example, may 
have to go 100 miles to be placed in a nursing home because of the low 
levels of reimbursement and the high cost of nursing home care in San 
Francisco. That is hardly a humane way to provide for a person who is 
suffering from the kinds of illnesses and disabilities that require nursing 
home care. 

The policy process is another factor affecting health policies and 
services for the aged. I have mentioned the role of the interest groups, 
particularly the role- of medicine. Hospitals also exert a very strong 
influence. There are two ways in which this influence is exerted. One 
is the influence on the adoption of the services strategy and the 
allocation of resources for medical care, as opposed to an income 
strategy for the elderly. If the increased expenditures due to inflation 
in medical care costs could be transferred as income support for the 
elderly, their entire situation would improve significantly. The medical 
care strategy and the high cost of medical care precluded not only 
effectively dealing with the income problems of the elderly, but the 
housing and the nonmedical support systems. 
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Social supports and social services have had a .fow priority in the 
medical care system. The primary factor leading people into nursing 
homes is not their physical condition, but their social status. The great 
majority of the people are over 75. As a matter of fact, half of them are 
over 80. It is the loss of social support for these old'people which is the 
triggering factor. The death of a spouse or family member, the loss of 
other support systems is more important than their ·medical problms. 
Yet, we have little in a clearly articulated policy that provides 
adequate support for social networks, particularly fot the very old. 

The other result of new federalism and the medicalization of policy 
is the gross inequities between States and between local areas. 
Although some inequities have been corrected in access to care, 
quality of care, levels of income support, the differences between 
States are very great. 

What are the prospects for the future? I think we need to have a 
very serious reexamination of our basic strategies-the services 
strategy and income strategy. That needs to be done with a long term 
view in mind and not with a 1980 budget balancing act in mind. The 
kinds of decisions that will be made in the current environment will 
have very negative, long term consequences for the elderly if they are 
adopted as long term policies. We need a much longer range view. We 
need a more careful examination of social security, of Supplemental 
Security Income as the keys to income support. 

That is the primary strategy. I think the best health program 
actually would be an adequate income fo; all, not o~ly the elderly, but 
for the entire population. We have pensions. We have jobs, an area 
which has been largely untapped. There are a vanity of policies that 
have precluded or limited opportunities for the elderly to continue to 
work. The services strategy needs to be reexamined, particularly the 
balance between medical care, housing, social support systems, 
transportation, and other social services. Social supports and social 
services have been seriously underfunded in relation tp the way in 
which medical care is supported. We also need to examine the new 
federalism strategy and decide if that is the way, as a nation, that we 
want to go. Are there particular policies that are so important that 
they have to be national policies? They cannot be a compilation of 50 
State policies or 5,000 policies that emanate from local government. 
Medicare is a good example. National health insurance would be a 
good example. Social security is the primary example of a national 
policy. We have a national policy for social security. We do not leave 
it up to State government. But we still leave too muqh income 
maintenance up to the discretion of the States through the .supplements 
of SSI payments. 



I think we also in the process need to reexamine our perceptions, the 
social construction of reality, if you will, and be very aware of and 
alert to the kinds of myths that get perpetuated. 

We ought to try to look at the realities as they relate to the aged. 
Who they are. What they can accomplish. What they have accom
plished. But most particularly, what they can continue to contribute to 
our society and not perceptions that see them as some kind of 
dependent population, dependent on the younger, so-called working 
age population for their sustenance and support. 

Thank you very much. 

Discussion 
VICE CHAIRMAN HORN. Thank you very much. Your paper, "The 

Federal Government, Health Policy, and Health Care of the Disad
vantaged" which you prepared along with Carroll Estes and Sharon 
Solkowitz and in collaboration of several others, will be included in 
the record. 

That has been the most helpful statement I have seen in pulling 
together all of the Federal policies. I thank you for that. I call on my 
colleagues to ask you questions, starting with Chairman Flemming. 

CHAIRMAN FLEMMING. First of all, I would like to express deep 
appreciation for the paper and also, Dr. Lee, for your presentation 
here this morning. It seems to me it has provided us with an excellent 
bird's eye view of some of the fundamental issues that confront us as 
far as the field or'aging is concerned. 

As you know and appreciate, fairly recently Congress amended the 
law governing tlie operations of the Civil Rights Commission to 
include jurisdiction in the field of aging. 

As I have worked in that particular atea, there is one other aspect 
that has been a concern to me. That is, whether or not in making 
services available to older persons through the various programs that 
you have identified, we have done so, as a society, in such a way as to 
discriminate oftentimes, against members of minority groups. 

I will take qne area-the area of homes for older persons, whether 
we are thinking of the home for the aged, as it is sometimes called, or 
whether we are thinking of nursing homes or other types of 
institutions. As I have become aquainted with those institutions, I have 
also been impressed by the fact that they are essentially segregated 
institutions. I recently have become very much interested in the 
hospice movement as I am sure you have. 

As I have come in contact with that, I have been impressed with the 
fact that it is emerging as essentially a segregated movement. 
Obviously, this is in conflict with Title VI of the Civil Rights Act. 
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I am wondering whether or not your observation coincides with my 
observation. If so, do you have any suggestions as to what the Federal 
Government might do in terms of utilizing the authorities that are 
available to it in order to break up these segregated practices in the 
delivery of services, in this particular instance, to older persons 
although it carries over to other age groups? 

DR. LEE. I think the observation is absolutely correct. There is no 
question, for example, in nursing homes, that in relation to the 
population of the elderly that there are many fewer Hispanics, fewer 
blacks, fewer Asians in nursing homes. 

My guess would be that is also true in congregate housing, where 
people often buy into those in order to have a lifetime living 
arrangement. The lower income elderly have no chance to get in. 

With the enactment of Medicare and the application of the Civil 
Rights Act, hundreds of hospitals were desegregated. There was no 
question that the most powerful force for the desegregation of the 
hospitals in the United States following the enactment of civil rights 
was Medicare. The fact was that with Medicare many hospitals were 
going to have a third, and in some cases half, of their income cut off if 
they did not eliminate the segregation that was practiced at that time. 
It is now hard to even imagine the degree of segregation of many of 
the hospitals in the country in 1965-separate wards, separate rooms, 
separate bathrooms, separate eating facilities. We hear the same 
arguments today. You threaten the old person's health if you put a 
black person and elderly white person together in a n;_ursing home. We 
heard the same argument in 1965. Of course the, arguments were 
hogwash. ,1~ 

I think we need to use the power of the reimbursement system to 
continue to correct inequities in the .care of the aged. Medicaid pays 
for half of the nursing home care and this can be a powerful force. 
There must be a careful examination on the part of the Department of 
Health and Human Services as to the extent of discrimination and the 
ability of the Federal Government to use its very great economic 
power to eliminate discrimination and segregation in the nursing 
homes. 

To do this will require visits to nursing homes, it will require much 
more rigorous examination of the problem, and it will require .the kind 
of vigorous enforcement and cutting off payments that were applied, to 
hospitals by Medicare. It will be said old people will suffer if we do 
that, and it is going to be elderly poor who will suffer if we do that. 
But there are many who are now suffering because they are being 
denied what is necessary care. 

CHAIRMAN FLEMMING. Thank you very much. ,., 
VICE CHAIRMAN HORN. Commissioner Freeman. 
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COMMISSIONER FREEMAN. Dr. Lee, this is quite an education in 
terms of your paper. I want to pursue the points the Chairman was 
making, not just with respect to the segregation within the facility, but 
the denial of opportunity with respect to the staffing of the h~alth 
centers, the community health centers, and the hospitals. 

Would you comment ort whether there has been any significant 
change with respect to the inclusion of minorities on the staffs of 
hospitals, nursing homes? , 

DR. LEE If we look at the health care industry, as it is called 
(because of its size, the economists find that term appropriate), there 
are approximately 6-1/2 million people employed in hundreds of 
different types of jobs. Between the middle 1960s and the end of the 
1970s, it grew at a rate twice that of most of the other service sectors. 
It provided a great many new jobs. Many of those jobs were entry 
level jobs. Some of the people who came in at entry level jobs moved 
up reasonably in line with their ability and the opportunities available. 
Many hospitals, and I would include in that many academic medical 
centers, still practice institutional racism. At the University of 
California, San Francisco, which has been a leader in providing equal 
opportunity, we have not eliminated the barriers, even on paper. We 
are totally in compliance with the Civil Rights Act. We have 
affirmative action in employment. There is outreach. There is every 
effort made to recruit openly and to recruit in the minority community 
for the jobs at all levels. At the top level at UCSF and in virtually all 
of those institutibns, the jobs are filled largely by white males. There 
are few women who have moved up to high management jobs. There 
are a few, but relatively few. 

With the size of the industry, with the magnitude of the underwrit
ing of the hospital enterprise, not only the support for research and 
education, but with Medicare and Medicaid payments, the Federal 
Government has powerful tools to use in continuing to correct these 
problems. 

I think more should be done. I don't have a good answer as to how 
to do it institutionally or across the board. We have grown lax or less 
vigorus in civil rights enforcement than we should in some of these 
areas where there is not overt discrimination. In many institutions, you 
could not demonstrate, with even a careful civil rights compliance 
audit, evidence of discrimination. Yet, I think opportunities are being 
denied. I think the opportunities that should be there are far more 
limited than the capability of the minorities who are seeking advance
ment, not original placement but advancement within the institution. 

Opportunities are far less than they should be. The solution is very 
hard to put a finger on. There is no single solution because of the 
diversity of the institution and the differences in institutional behavior. 
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Some hospitals and academic health science centers are doing an 
excellent job. There are too many doing far less than they could be 
doing. 

VICE CHAIRMAN HORN. Commissioner Saltzman. 
COMMISSIONER SALTZMAN. In the last decade, has health care 

services to women and minorities and handicapped improved? 
DR. LEE. Has it improved? I would say it has improved very 

substantially. This has been true in several areas particularly. 
The access of poor families to adequate medical care has improved. 

Poor children have access to better care and poor pregnant women 
now have access to decent maternity care and good prenatal care. We 
have seen a dramatic drop in infant mortality in the United States. The 
drop has been more significant in low-income and minority popula
tions, although it has been across the board. It has been greater there. 
This relates, in part, to improved access to medical care. 

Infant mortality for minorities is still above the rate for whites. It has 
improved. Medicaid is partly responsible for that. Many outreach 
programs, neighborhood health centers, health care centers for high 
risk pregnant women, and the WIC program have contributed. The 
feeding programs for women and children to improve the nutrition of 
low-income individuals has contributed, I think, to the declining infant 
mortality rate among minorities. 

/

COMMISSIONER SALTZMAN. All of these factors seem to result from 
Government intervention in health care services. 

DR. LEE. The results can be traced to the intervention of the 
Government, first in paying to provide greater access'.to care, but also 
in creating the capacity to provide the care. In paying to train the 
doctors and nurses providing the services, in paying to create the 
facilities through Hill-Burton, and now through loan guarantees and 
supporting medical research that undergirded improvements in care, 
the Federal Government has played the key role in producing the 
changes. 

COMMISSIONER SALTZMAN. You place a special emphasis on 
adequate income. 

DR. LEE. You better believe it. 
COMMISSIONER SALTZMAN. Why would that, more than any other 

kind of effort, in the next decade bring improvement to the delivery of 
health care services to minorities and women? 

DR. LEE. Adequate income is essential for all of us to make choices 
with respect to food, housing, and lifestyle. We have heard a great deal 
about improving our health by improving our health related behaviors. 
The choices we have with an adequate income relate not only to the 
food we can buy and the housing we can live in, but the stress inducing 
environments we work and live in and also to the way in which the 
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hl.!alth professionals respond to· us. People who have an adequate 
ir,come are often treated differently by health professionals than those 
who are poor. 

We recently had an experience in my family, with my father who 
was in an automobile accident, that illustrates the importance of an 
adequate income. He was severely injured last November. He had 
seven broken bones, a head injury, and was in the hospital for 2 
months. Thanks to Medicare, we could afford the costs. 

He could have ended up senile and in a nursing home. He is now 
home, independent, and writing a book. The two things he has given 
up are driving an .automobile and practicing medicine at the age of 84. 
But because he had an adequate income, he could have help brought 
into his home. He could maintain has sanity. He did not become senile. 
Quite the reverse. He has had a network of social supports and 
necessary services because he had an adequate income. It makes a 
tremendous difference. 

Ifhe was poor, he probably would be dead by now. \, 
COMMISSIONER SALTZMAN. In looking ahead, the increasing expen

diture in government programs may not be as vital at this point, in 
terms of what we are already doing, as providing an adequate income 
for minorities, aging. 

DR. LEE. Absolutely right. Yes, sir. More important than more 
money for medical care. 

VICE CHAIRMAN HORN. We have two new colleagues of the three 
that the Preside]!t has recently nominated with us. I would call on 
Commissioner-designate Berry. 

C0MMISSIONE~-DESIGNATE BERRY. Dr. Lee, do you believe that 
the minority poqr might receive more access to health care if there 
we.re more minority health professionals and if there were more 
institutions devoted to the health care of minorities, for example, 
nursing homes? 

If you do believe that, do you think the programs for supporting the 
training of minority students in health care as doctors, nurses, etc., 
administered by the Federal and State governments ought to be 
increased and expanded? Do you think it might be a good idea to have 
a grant program to start up nursing homes devoted to, as a priority, 
caring for this particular group of people? 

DR. LEE. On the training of health professionals, I think that if we 
train more minorities and gave them more opportunities; there is no 
question that the minorities would have greater access to health care. 

There. is very substantial evidence that the minority health profes
sionals provide far more care to other minorities than do the 
nonminorities. In terms of the total volume of care, because there is 

such a small number of minorities in the health professions, particular-
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ly medicine and dentistry, only a small percentage of the care is 
currently provided by minorities. 

The key to minority recruitment and retention is adequate aids. That 
is just where the money is being cut out. We are forcing minority 
students and other low-income students to borrow huge sums of 
money. In the future they may not even go to professional schools, 
even if they are admitted, because the funds aren't available. Students 
see they are going to have to borrow 40, 50 or $60,000. That is more 
money than they have heard of. A middle-income white from a 
professional family does not hesitate to borrow the money. They are 
comfortable. They are not as concerned. They know they can go out 
in the suburbs, start a practice and pay off the loan with no problem. 
For minority and low-income persons that is not so. To shift the 
burden from grants which have been available to students in the first 
couple of years to loans is a very great mistake. Of course, we are 
subsidizing the banks and not the students with the loan programs. 

COMMISSIONER-DESIGNATE BERRY. What would you think about 
the last part, the money for nursing homes? 

DR. LEE. I don't believe that any group in the population is served 
by the segregated facility. I think to the extent we maintain or have 
special facilities, I think it would be a mistake. I think we need to open 
up the access to those facilities. More importantly, we need to provide 
the social supports and income in the communities so people can stay 
at home. 

COMMISSIONER-DESIGNATE BERRY. What about giving incentive to 
people who will serve people who don't have great access to nursing 
homes as a dollar formula? 

1 

"""DR. LEE. I think that is an excellent idea. We ha?e not tried it yet, 
but it is a good idea. 

COMMISSIONER-DESIGNATE BERRY. You seem to emphasize, again 
in answer to my colleague Saltzman, the idea of an adequate income as 
a possible solution to problems. You also talked about the elderly poor 
having the ability to allocate their income themselves among housing 
and health care, food, and the like. 

That would be helpful, leading to a certain amount of autonomy for 
them. You seem to support that idea. On the other hand, when you got 
to the question of State programs and block grants and whether they 
should be Federal programs, you seem to want less autonomy for State 
governments in terms of what they do. 

I think governors and mayors like those block grants and would like 
more of them. You seem to believe that health care autonomy for 
States has not worked out as well. 

DR. LEE. The inequities that have come as a result of new 
federalism policies and of Medicaid policies, where there is great State 
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discr«;:tion in terms of eligibility, terms of levels of reimbursements, and 
scope of services, are so great that something has to be done to correct 
those. That is true in medical care and social services and in housing. 
We cannot, if we are going to meet the Nation's needs, permit the 
degree of discretion that we now permit the States without account
ability. The States get large amounts of Federal money for these 
services. The results are very inequitable. The people who pay the 
biggest price are the minorities, the poor, and elderly. I would give 
more autonomy to the individual and less to the States. Income is one 
of those areas. 

We should also have national health insurance as a national policy 
with a basic scope of benefits that is provided for everyone. There are 
some additional things you may not provide as national policy. Let the 
discretion rest with the States with respect to certain discretionary 
services. In Canada, for example, they cover all hospital services and 
all physicians services. They leave it to the provinces whether they 
cover nursing homes or whether they cover prescription drugs. Some 
do. Some don't. They have varying coverages. I think that kind of care 
coverage as a national committment, even with shared financing by 
the State, would be the way to go rather than the kind of inequities 
that have resulted from the present policies. 

COMMISSIONER-DESIGNATE BERRY. Thank you. 
VICE CHAIRMAN HORN. Commissioner-designate Ramirez. 
COMMISSIONER-DESIGNATE RAMIREZ. I am brand new to this 

Commission, arid I have not had a chance to read your paper; but in 
your talk you talked about social support services. 

Where I thought you were going was in indicating that more 
attention to the total ecology of the aging person, to their family needs, 
to their economic needs, to their housing needs, might result in better 
health and the need for less medical care. 

In fact, you seem to be pretty strong in that belief. To what extent 
are people who are being trained in medical schools, first of all, being 
trained to understand that dynamic? 

Secondly, and more particularly, to what extent are people ~ho are 
being trained in medical schools being trained to understand that 
dynamic in its particular manifestation among minorities? I am 
particularly interested in terms of Hispanic families, for example, and 
the tremendous role that the family ecology has on the care of the 
Hispanic elderly. 

I have a father story to tell also and a lot of uncle stories to tell. It 
seems to me that the medical profession either ignores that dynamic in 
our commtmity or inevitably, if it recognized it, does the wrong thing 
about it. 
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I was wondering if there is any kind of thought among your 
colleagues as to the need to begin to train people to that sensitivity, to 
the ecology of all persons but very specifically to the reality for 
minority elderly. 

DR. LEE. I would completely agree with the need. The needs are 
not being met. Increasingly, unfortunately, in most medical schools, 
we are teaching more and more about the technology. As science 
advances, there is more basic science to teach. I am: talking about 
biomedical science, not social science. 

In the clinical years, more and more time is spent in dealing with 
technological advances. Coronary intensive care, neonatal and respira
tory intensive techhiques must be taught. The proliferation of 
technologies has posed a tremendous challenge in teaching. The 
students and the faculty, too, feel they have to master those 
technologies. So, they do. They do that by going often into a 
subspeciality. They become a cardiologist, an arthritis specialist, or a 
chest surgeon. Even in medical schools, they begin to develop those 
pathways, ignoring the ecological approach to health and care. 

It is the care of the family and the individual that suffers. It is 
interesting that the Administration on Aging, in some grants given to 
medical schools, is insisting there be a minority component in the 
training programs. Unless there are minority faculties and students 
involved, you cannot understand the relationships among different 
ethnic groups that relate to health and health care. The problem exists 
for Hispanics more than blacks. The absence of f,}Iispanics from 
medical school faculties in most parts of the country, ·even those areas 
like California where the population is changing very clramatically, has 
an important effect. Although there are many more Hispanic students, 
it will be 10 to 15 years before they are on the faculty in influential 
roles. This discontinuity between the needs which you have identified 
and described and what we teach is going to get worse before it begins 
to get better, unfortunately. 

VICE CHAIRMAN HORN. Thank you. 
Staff Director Nunez. 
MR. NUNEZ. I was interested and I would like to get back to your 

concern about the need for adequate income. The Commission on 
Civil Rights focuses on civil rights issues. Primarily as we look at 
health care and the disadvantages of the minority and the elderly, I 
was wondering whether the enormous range of civil rights enforce
ment mechanics that we have in our society to insure nondiscrimina
tion is the correct strategy for the minority and the aging or whether 
the strategy should be focused on providing an adequate income to 
allow this category of citizens to participate on an equal basis or have 
all the access. 
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DR. LEE. I think it has to be multiple strategy. Medicare alone 
would not have provided black people in the South with access to 
decent medical care. There had to be a forceful enforcement of the 
Civil Rights Act to desegregate the hospitals. 

So, just providing adequate income will not ensure equity, unfortu
nately. Our society has not reached the point where we don't 
discriminate. Even though we have made a great deal of progress in 
the last 25 years, we have a long way to go. 

There is still institutional racism even when there is not overt 
discrimination. There was a Civil Rights Commission report in the 
1960s that first used the term institutional racism. I think that probably 
still persists. I think the Commission is one of the instruments for 
rooting out or helping us root out that problem. 

VICE CHAIRMAN HORN. Thank you very much. You mentioned 
your father, Dr. Russel Lee. I think many of us know that he is 
without question one of the major pioneers in medicine and health in 
this century. I am sorry to have learned about his accident. 

When I was a sophomore at Stanford in 1951, he convinced me that 
I should be-and I have been since then-for national health care. 
Now that he can no longer practice, he can.perhaps read some of the 
12 to 14,000 books in his library. 

Thank you for appearing. We appreciate your comments. 
CHAIRMAN FLEMMING. I concur in Commissioner Horn's comments 

relative to yqur father. He has been one of my heroes in this area. 
DR. LEE. Tb,.ank you. I will extend these comments to him. 
VICE CHAIRMAN HORN. Our next witness is Lu Ann Aday. Dr. 

A.day is curr~ntly research associate at the Center for Health 
Administration Studies at the University of Chicago. After receiving 
her baccalaureate in economics from Texas Tech University, she did 
her masters and doctorate in sociology at Purdue. 

She is presently al" associate editor for the Journal of Health and 
Social Behavior. She has made an important contribution through her 
publications in the area of health care, as well as in her role as a critic 
and a reviewer of the vast literature that has grown up in this field. 

As an applied social scientist, we are delighted to have your 
perspectives on the problems before the Commission. 

STATEMENT OF LU ANN ADAY, PH.D., SENIOR RESEARCH 
ASSOCIATE, CENTER FOR HEALTH ADMINISTRATION STUD

IES, UNIVERSITY OF CHICAGO 
DR. ADAY. I am delighted to b~ here to discuss with you some of 

our own work and the points of view of other investigators and other 
parties interested in the whole area of equity of access to medical care, 
particularly for women, the poor, ethnic minorities, and handicapped. 
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The question is whether or not there is equity in the American health 
care system. 

Drawing on findings from a 1976 national survey of access to 
medical care conducted by the Center for Health Administration 
Studies at the University of Chicago, I shall attempt to provide some 
empirical input which should be helpful in addressing this issue. 

Access, in our analytic framework, is defined as those dimensions 
which describe the potential and actual entry of a given population 
group to the health care delivery system. A special case of access 
which is of particular interest is the prolilems people experience in 
obtaining care once a need is perceived. 

The greatest equity of access is said to exist when need, rather than 
structural or other individual characteristics, determines who gains 
entry to the health care system. To the extent that having a family 
doctor, insurance coverage, or actual utilization is a function of a 
person's general physical health or of particular presenting complaints 
then an equitable system is said to exist. 

Inequity is indicated, however, if services are distributed on the 
basis of demographic variables such as one's race, level of income, or 
where one lives. 

In the findings I shall be discussing access indicators for different 
age, sex, race, income, and place of residence. Groupings have been 
examined, adjusting for the variant needs of each, so that the inequity 
due to other population or health care system charact~ri~tics can be 
more clearly identified. 

Also, the statistical procedure used adjusts the access scores for any 
particular group for other characteristics of th~ people in this group, 
so that the findings for different races, for example, control for any 
differentials among them in their income levels, where they live, and 
their age and sex distributions. What are the implications regarding 
current profiles of access that may be drawn from the findings for 
different target groups? 

Because the elderly have been a special target of major health policy 
initiatives during the past 20 years via the Medicare program, let us 
focus on their access profiles in particular. 

The elderly do not compare that unfavorably to the national 
average in terms of the proportion of them that report having a regular 
source of medical care. Around 11 percent, 2 million elderly, do not. 

The fact that this number of elderly do not have a regular place to 
go for medical care may still be interpreted as a problem, since this is a 
group which tends to require the services of a physician for illness-
related care on a more regular basis than do the young. ,,. 

Most of the elderly who do have some place they usually go do 
have one doctor that sees them there. The vast majority of the elderly 
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go to private doctors' offices rather than hospital outpatient depart
ments or emergency rooms or public clinics. 

The impact of Medicare is reflected in the fact that almost no one 65 
years of age or over is uninsured, although more than a third of the 
elderly do report that Medicare is their only form of third-party 
coverage. , 

About one-fifth of the elderly, over 4 million people, did not see a 
physician at all in the year. The number not seeing a dentist is much 
higher, almost 14 million individuals, primarily reflecting the lower 
denta,l care need for this age group, particularly compared to young 
children 6 to 17 years of age. 

Leyels of dissatisfaction expressed by the elderly tend to be 
somewhat lower than that registered by parents of young children 
about their child's health care, however. 

In general, access measures then do not suggest that there are 
substar-·ial potential or realized access problems for the elderly at the 
present time. As Dr. Lee suggested, there are potential financial 
problems that result, especially for the elderly who are only covered 
by Medicare, from not being fully insured for some services. These 
problems should be mentioned even though they are not addressed 
directly in our general access study. 

While a greater proportion of the elderly's expenses are paid by 
third parties, their per capita out-of-pocket expenditures are considera
bly higher thatl those of any other age group. This happens because 
their total expenditures are high and some services such as drugs, 
dental care, and many appliances such as eyeglasses are not covered by 
Medicare. A related problem is the limited coverage of Medicare for 
long term illness and nursing home care. 

Medicare currently limits coverage to 90 consecutive days in the 
r, 

hospital, and nursing home coverage is provided for 100 days but only 
if preceded by a stay in an acute hospital. Consequently, it is possible 
for elderly persons with extended illnesses to exhaust Medicare, 
supplementary insurance coverage, and whatever personal reserves 
they have and subsequently become dependent on Medicare and 
welfare. 

These financial problems, while not highlighted in our own study, 
do indicate the need for supplementary third-party financing for the 
catastrophic and long term cost of illness experienced by the elderly. 

As has been the case traditionally, women are more likely to report 
having a regular source of care and higher physician and dentist 
contact rates in general than are men. There are rio substantial sex 
differences ,;in our data along general convenience and satisfaction 
dimensions, however. 
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Women do, however, have special health care needs associated with 
their childbearing responsibilities-prenatal care and gynecological
related screening for cervical and breast cancer, for example. 

Though a vast majority of women do see a physician during the first 
3 months of pregnancy, there-is evidence that low-income women may 
still be less apt to do so. Further, though over half of the adult women 
in this country have a pap smear or breast exam at least once a year, 
low-income females and those who are poorly educated are less likely 
to have these exams. 

There is also the fact that women may have to see more than one 
type of physician in order to have their total health care needs met-an 
obstetrician-gynecologist in addition to an internist or general practi
tioner, for example. These unique health care problems of women and 
their implications for the type and frequency of contacts with the 

. health care system then should be taken into account in evaluating 
women's overall medical care access. l 

The gaps between whites and nonwhites with respect to both 
potential and realized access indicators have narrowed considerably 
over the past 25 years. Racial inequities do persist along certain access 
dimensions, however, even when income differences are controlled. 

Urban blacks are much more likely than other groups to use hospital 
emergency rooms or outpatient departments as their regular source of 
care and hence much less likely to have a regular family doctor they 
would go to should the need arise. 

Urban and rural Southern blacks tend to average long waits before 
being seen when they go for care. These findings may reflect the types 
of services that are available in the areas in which minorities reside, the 
overcrowded nature of the facilities (large urban emergency rooms 
and outpatient departments), poor scheduling systems on the part of 
providers, or the unwillingness or reluctance of private physicians to 
see minority patients. 

A large proportion of the Spanish heritage population has no form 
of public or private coverage, and a large number of urban blacks have 
only publicly subsidized health insurance-that is, Medicaid, Medi
cate, or other reduced price form of care. 

The realized access rates for physician and dentist services remain 
low for the Spanish heritage and rural Southern black population 
groups in particular. Nonwhites tend to be more dissatisfied than 
whites with cost of care. Urban blacks are unhappier than majority 
whites with the average time they have to wait to see a doctor when 
they go, undoubtedly because of the fact that their waits are longer at 
the places they tend to go. 

As with the race variable, though the access gaps by income have 
narrowed considerably, income remains an important determinant of 
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whether or not a person does have a regular source of care and, if so, 
what kind; whom they see; how long they may have to wait on 
average when they go; whether or not they are insured and how 
(public or private coverage); whether or not they have actually seen a 
doctor and particularly a dentist in the year; and whether they are 
satisfied with the cost of their medical care. 

Where one lives also continues to influence one's potential and 
realized access rates. Inner-city residents, for example, make extensive 
use of hospital outpatient departments and emergency rooms as their 
regular source of medical care. Rural farm dwellers, who most often 
see general solo practice providers, report particularly long waits at 
their regular source of care and low physician contact rates overall. 

In general, people who live in large urban centers are more apt to 
have seen a dentist than those who reside in other areas. 

In summary, though many medical access inequities have narrowed, 
great possibilities would seem to exist through various health care 
reorganization strategies for continuing to improve the potential and 
realized access to general health care services. 

System reorganization approaches, such as enrolling groups of 
individuals in health maintenance organizations or converting the 
fragmented services of hospital outpatient departments to comprehen
sive, family-centered group practice models, could help to reduce the 
inconvenience and dissatisfaction which the poor and ethnic, especial
ly urban and rural Southern black, minorities now frequently experi
ence in obtaining care through existing arrangements. 

Encouraging physicians and patients to set up appointment systems 
to reduce the queues for care in big city outpatient departments and 
overcrowded solo general practitioners' offices in the rural South 
cduld bring about improvements in access, as would efforts to ensure 
that patients are able to have one provider they can identify and relate 
to as their family doctor. 

Major financing initiatives, such as Medicare and Medicaid, have 
been credited with reducing many of the historical inequities, by race 
and income in particular, over the past two decades. There is evidence 
that the relative status of certain groups could still be enhanced if more 
universal third-party financing we~e available. 

Ethnic minorities, especially the Spanish heritage population, have 
lower rates of third-party coverage than do the majority white 
population. Educational and occupational status differences help 
explain these differentials. Poorly educated ethnic minorities are less 
likely to be in jobs that provide such coverage. 

Further, Jhe marginal working poor are still not poor enough to 
qualify for Medicaid. Special attention should, it seems, be devoted to 
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those groups that fall between the gaps of existing third-party schemes 
in designing new Federal financing initiatives. 

There is evidence that financial barriers significantly affect individu
als' potential and realized access and how satisfactory they consider 
their experience in obtaining care to be. Options that focus on 
providing coverage to those persons who currently have no protection 
against the potentially high cost of illness and the integration of these 
financing mechanisms with models of service delivery that attempt to 
contain the cost and ensure the quality and convenience of care to 
consumers are needed to reduce the persisting inequity. 

Discussion 
VICE CHAIRMAN HORN. Thank you very much. Your paper 

"Achieving Equity of Access To The American Health Care System: 
An Empirical Look At Target Groups" will be included in the record. 

COMMISSIONER FREEMAN. In many of the urban communiti~s, such 
as St. Louis and New York, the municipal hospitals have been closing. 
There has been a great deal of controversy around the closing of these 
hospitals. 

The allegation::: have been that· this was a deliberate effort. The 
consequences are a denial of health services. Have you found any 
alternative other than the neighborhood health centers? Would you 
comment on this closing phenomenon. 

DR. ADAY. I think that is a good point to bring UP, at this time. 
Those facilities are a key source of care for minority populations. I am 
aware of some of these closings. 

I might mention we are involved in a study now which is concerned 
with the evaluation of the impact of the provision of programmatic 
funds by the Robert Wood Johnson Foundation td various municipal 
hospital programs in five cities. They are Baltimore, St. Louis, 
Cincinnati, Milwaukee, and San Jose. 

This program intended to encourage those municipal hospital 
systems to reorganize and reorient the kinds of primary care which are 
provided in their facilities into more comprehensive family-centered 
care arrangements. 

This is an effort to build and improve upon a system that is in place 
and has traditionally been an important source of care. To the extent 
that those arrangements are, in a sense, torpedoed by these closing 
decisions, I think that does suggest a significant kind of problem. 

In terms of the alternatives that are available, another programmatic 
option which we are evaulating at this point is an initiative on the part 
of community hospitals to develop and encourage group practice 
arrangements so that community hospitals, which perhaps are not as 
tied to municipal funding sources, can develop commitments to 
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delivering primary care. These facilities would have what is called 
"single portal entry" care, in that all groups from the community 
would have access to this arrangement. 

Most communities should have some continuing lrospital institution 
engaged in the business of delivering care. To the extent that those 
hospitals can be encouraged to become more involved and develop a 
commitment to the delivery of primary care, then perhaps this offers 
some stability in the care-givtng arrangements in many communities. 

VICE CHAIRMAN HORN. Commissioner Saltzman. 
COMMISSIONER SALTZMAN. Dr. Aday, you focused on, it seemed to 

me, the solution to some of these problems where access is based on 
the equity of need. What about the services before need arises, before a 
health crisis develops? What are the conditions of equity there? 

DR. ADAY. Once again, the gaps in inequity by race and income in 
terms of preventive service use have narrowed substantially over time. 
I think a group which requires particular attention though in thinking 
about equity of access along a preventive dimension would be low
income children. 

Children are a group which have made great use of preventive 
services and an age group in which those kinds of investments are b~st 
and most appropriately made. So, I think that the income differential, 
particularly for this group, is one that persists. 

There is evidence also with respect to certain kinds of tests that 
minority children in the rural South may be less apt to receive them
the baby shots, measles, vaccinations, and so on. I think the inequity on 
that dimension in some respects parallels that along the need-based 
measures. But I think there are these particular groups where 
investments in that area are particularly important and for which there 
is still remaining inequity. 

COMMISSIONER SALTZMAN. In preventive health care relative to 
equity for minorities, the handicapped, and women, would you place 
emphasis for the solution for continuing to narrow the gap on 
governmental programs or on an income-based approach? 

DR. ADAY. I guess my own emphasis would be more in the direction 
of governmental programs, at least programs of service delivery 
which focus upon that component of care. I think education is really, 
in some respects, a more significant correlate of preventive health care 
behavior than is income. 

There is a lot of overlap between those indicators. Traditionally, and 
I think it is also the case now, level of education and the whole. body of 
attributes which are assumed in varying educational levels of individu
als do affect ~ttitudes towards health maintenance. This is an important 
area on which to focus. 
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So, to the extent that educational efforts, like the Early Periodic 
Screening, Diagnosis, Treatment (EPSDT) program, which is linked 
to the Medicaid program, are encouraged and nurtured, I think that 
would be an important area and direction in which to move. 

VICE CHAIRMAN HORN. Commissioner-designate Berry. 
COMMISSIONER-DESIGNATE BERRY. I wonder, Dr. Aday, even 

though you see correlation between race and lack of access in the 
crisis situations or situations where people are actually sick, could it be 
that the reasons for the inequities are primarily economic factors and 
have nothing to do with race? 

Because there is correlation does not mean there is a cause and effect 
relationship. Could one say, if people had more income and perhaps 
more education they would have greater access, or not? Do you think 
race really does make a difference? 

DR. ADAY. I think it depends on the dimension of access we are 
examining. The tables in my paper present a better empirical picture of 
the respective effects of income and race. It seems the race variable, 
controlling for income differences among different groups and age and 
sex distributions or where people live, seems to be an important 
correlate of where people go for care. 

As I mentioned, the minorities tend to make greater use of hospital 
outpatient departments and emergency rooms. There may be a reason 
for that. These are facilities that are most available in the areas in 
which they reside. 

Private practitioners may be reluctant to accept minority patients, or 
people on Medicaid, many of whom are minorities. So, I think race 
continues to be a significant predictor of where people go for care on a 
routine basis. 

Another dimension of access, which is certainly important, is 
whether or not a person has seen a physician in a year. This is an 
indicator of realized access. Where one may go for care and the 
insurance coverage say something about potential access. 

The fact of going to care or not is an indicator of actual access. 
Along that dimension, the race differentials have narrowed substantial
ly. There• is in effect no difference in the proportion of whites and 
nonwhites overall contacting a physician in a year. The number of 
Spanish heritage individua!s contacting physicians in a year is still low, 
however. So, one could argue that at least in terms of this particular 
dimension of realized access some increases in equity have occurred. 

COMMISSIONER-DESIGNATE BERRY. Why is the percentage for the 
Spanish heritage low? 

DR. ADAY. Well, there are a number of hypotheses that you can 
explore. Insurance coverage status in this group is an important one. 
Others include their occupational status, the entitlement to services 
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which might be available through that, or the fact of being migrants, 
who aFe very reluctant to make contacts with formal systems. One can 
assume hypotheses about cultural factors or attitudes towards the 
mainstream medical system. Many I think are significant, mutable 
factors which policy can do something about. 

COMMISSIONER-DESIGNATE BERRY. On the other question, do you 
know anything at all about access of the handicapped to medical care? 

DR. ADAY. In our study, we did not address that very directly. It 
seems to me one of the dimensions which is really important to 
consider for that group, however, is the income situation. The 
handicapped, whether through cause or effect, tend to have much 
lower. incomes. 

I think another important dimension is the form of coverage 
available to those individuals. The disabled tend to be unemployed. 
They cannot work. Most people obtain insurance coverage benefits 
throughout employment. This remains a substantial problem for the 
handicapped. 

The level of expenditures for the handicapped is much greater than 
for the nonhandicapped individuals, nondisabled population. The 
distribution of expenditures for the handicapped is also much different 
than that of the general population. 

The kinds of expenditures for the handicapped are apt to be for 
costly hospital services, whereas for the general population there are 
more expenditures for routine physician or dentist care than the higher 
cost of hospital services. So, I think these are the policy-relevant 
financial areas which are important to consider for that group. 

COMMISSIONER-DESIGNATE BERRY. You believe there may be 
inequities, but we don't know for sure? 

DR. ADAY. I indicated I do not deal with them directly in our study. 
But the Social Security Administration surveys of the disabled are a 
good data source for dealing with that question. 

VICE CHAIRMAN HORN. Commissioner-designate Ramirez. 
COMMISSIONER-DESIGNATE RAMIREZ. Dr. Aday, I was very inter

ested in your statement that a large proportion of the Spanish heritage 
population and large numbers of the rural blacks have no private or 
public coverage. 

I am not expert in the area, but I believe that eligibility criteria for 
public coverage in many States as a result of the new federalism 
requires the absence of the principal breadwinner for benefits not 
extended to intact families. 

I wonder if that is not a reason why rural Southern blacks and the 
Spanish heritage populations have lower access rates. They are 
ineligible by ,virtue of maintaining their families intact, and that may be 
part of the problem? 
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DR. ADAY. Let me mention that the proportion uninsured is higher 
for the Spanish heritage. It is less for the rural southern blacks, 
however. 

Medicaid is tied to categoric programs such as AFDC and also 
programs to the blind or disabled. Eligibility is available to individuals 
who are deemed medically indigent by these programs' criteria. That 
is certainly a useful hypothesis to explore. 

I would assume that the number of intact families in the Spanish 
heritage community may be larger than that in the urban black 
community. I don't know the facts on that exactly. From the point of 
view of that being a correlate of this type coverage, it is an hypothesis 
to explore concerning the whole issue of how one's eligibility for 
coverage is linked with other categoric criteria. 

Karen Davis will probably present data tomorrow looking at how 
coverage status varies by different income and racial groups in the 
Medicare and Medicaid programs and what factors may account for 
those differentials. 

COMMISSIONER-DESIGNATE RAMIREZ. I think that is worth looking 
into, particularly in the Southwest. We are hanging onto a higher 
incidence of intact families among Spanish populations than the 
country as a whole, and certainly far more than what we should expect 
given the pressures they are under. 

One of the pressures is that simple fact. My husband comes back, 
and I am going to lose my hospital card. It is a simple policy decision 
that could be made. It would have far reaching benefits beyond just 
the medical. 

VICE CHAIRMAN HORN. Staff Director Nunez. 
MR. NUNEZ. I have no questions. 
VICE CHAIRMAN HORN. Chairman Flemming. 
CHAIRMAN FLEMMING. I would make this comment. I would like to 

express to Dr. Aday my appreciation for making it possible for us to 
have an empirical fix on some of these areas. It seems to me that what 
you have provided us in your paper and what you have provided in 
response to questions does help to provide a foundation for action 
programs that, hopefully, will begin to close even more effectively the 
gaps that you have identified. 

We appreciate your contribution. Thank you. 
VICE CHAIRMAN HORN. Next is Sylvia Drew Ivie, discussing 

minorities and access to health care. 
Ms. Ivie has been an attorney for the National Health Law Project 

since 1976 and has served as its executive director for the past year. 
Her responsibilities include providing auxiliary legal assistance to 
neighborhood legal services attorneys involved with health care issues 
such as Medicare and Medicaid entitlements, nondiscriminatory access 
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to hospitals built with Federal funds, racial discrimination in health 
care delivery, and consumer parti:cipation in statutorily mandated 
health planning efforts. 

Prior-to joining the National Health Law Program, Ms. Ivie served 
as senior trial deputy in the office of the Los Angeles City Attorney. 
Her professional background also encompasses a 6-year tenure with 
the National Association for the Advancement of Colored People, 
where she briefed and argued more than 35 cases in various Federal 
courts of appeal and briefed several cases argued before the Supreme 
Court of the United States. 

As in the case of Dr. Lee, our first witness, we have the daughter of 
a distinguished medical pioneer in this nation. I have often thought, in 
business, usually the first generations are the robber barons and the 
second and third generations do good works. Here, we have an· 
example of both the first and second doing good work. , 

She graduated from Vassar College and the Howard University 
School of Law. Her father was a pioneer in American medicine. Dr. 
Charles Drew, who taught at the Howard University Medical School 
for a number of years, was the developer of blood banks to store blood 
as plasma until needed. He died for want of a transfusion when he was 
denied access to acute health care services after an automobile 
accident that took place while traveling through North Carolina. 

STATEMENT OF SYLVIA DREW IVIE, ESQ., EXECUTIVE DI
RECTOR, NATIONAL HEALTH LAW PROGRAM 

Ms. IVIE. Thank you very much. May I state for the record that I do 
not believe that my father died in North Carolina for want of 
appropriate medical attention. I believe that he was provided neces
sary care. Many others however, similarly situated then and now have 
died because of their race and their consequent inability to get 
necessary care. 

The myth that surrounds his death is appropriate symbolically for 
the pattern of health care provided for minorities at that time and that 
continues in many ways unchanged today. The health status of 
minority people in this country is worse for every group from the 
cradle to the grave. It is worse in large part because of racial 
discrimination. ! 

While there have been, for example, decreases in infant mortality 
overall, the gap between white and black infant mortality is growing. 
Black infants are twice as likely to die before the age of 1 year as are 
white infants today. 

Self-assessment of health status of adult minority people and whites 
by the Department of Health, Education, and Welfare indicates that 
while only 11 percent of white persons interviewed perceive their 
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health to be fair or poor, 19 percent of blacks and 13 percent of the 
Hispanic persons interviewed had such a perception of their health. 

Among the elderly population, 65 percent of the blacks and 65 
percent of the Hispanics believed they were in poor health, while only 
38 percent of the whites believed they were. 

In terms of psychological well-being, HEW has conducted an 
investigation in which 70 percent of the white males interviewed 
indicated that they felt they had positive well-being. Fifty-eight 
percent of the white females had a similar assessment. Only 54 percent 
of the black males, however, felt that their physical well-being was 
positive. A startling 37 percent of the black females gave positive 
assessments. HEW concluded that over half the adult black female 
population in this country lives in a state of psychological distress. 

Survival rates among minority persons, according to a HEW study, 
have not changed in the last 50 years. For example, where 70 percent 
of white males survive to the age of 65, 55 percent of all other males 
survive to that age. The differential has not changed. 

So, while we hear reports of narrowing of gaps, improvement of 
overall health care, improvement of coverage for payment of health 
care, I think there is cause to be very alarmed about the status of health 
of minorities in this country in general and the failures of various 
Federal programs that have been discussed here today. What are the 
causes of this inferior health status? We have talked a little here today 
about income. Blacks are three times as likely to have an income below 
$5,000 as are whites. 

Hispanics, on current data (which we all know to be inadequate), are 
two times as likely to have incomes below $5,000. The relevance of 
poverty in the minority groups to need for health care coverage is 
reflected in the fact that the major program for financing health care 
among minorities, Medicaid, is nearly half minority in enrollment. You 
cannot look at this issue without the juxtaposition of race and income, 
in my opinion. Environment is another critical determinant of this 
poor health status. Low-income minorities live in inner cities. 

The National Center for Health Statistics conducted a study of 19 
major cities and found that in all but 5, people living in the poverty 
areas were 50 percent nonwhites. As a result of that living pattern, 
minorities are exposed to over 50 percent more of the environmental 
health hazards that suburban livers experience. 

Nutrition is an often cited third cause of lower health status of 
minority groups. There is a great deal of debate about how much 
nutrition is responsible for that lower health status. I believe it to be an 
important part because of the relative poverty of minority groups. 

But I caution you not to spend a great deal of time on that issue, 
since I believe it is part of the pattern of blaming minority people and 
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poor people for their own health care status. If they would only eat 
better. If they would only sleep better. If they would only move out of 
the ghetto. Then, they would not be sick. 

I think it is for other groups to look at that issue. I would hope this 
group would look at a fourth and I think a major cause of the poor 
health status of minorities. That is their inability to get access to 
quality care. 

Minority people, as you heard from Dr. Aday, rely heavily on 
outpatient services and emergency rooms. They live in inner cities in 
predominant numbers. Hospitals in these areas are closing. A study: 
conducted by Alan Sager at Brandeis University of hospital closings in 
tfie past 40 years in the Northeastern United States shows that 
disproportionate numbers of hospitals closed in that period were 
closed in neighborhoods that were 50 percent or more minority. 

Eighteen percent of the hospitals that closed were in neighborhoods 
that were not majority black. Forty-five percent of the hospitals that 
closed were in neighborhoods which were majority black. There is a 
direct correlation between who lives around the hospital and whether 
it is closed. These hospitals, when they are closed, are generally not 
reopened. There is not a concomitant available facility in the 
community for people d~prived that care. 

Minorities have inadequate health care access because, even if a 
hospital is. available, they are uninsured. It is estimated there are 30 

• million people in this country who have no insurance or inadequate 
insurance. Disproportionate members of that group are, of course, 
minority people. 

Minorities have poor health status and inadequate access to care 
because large numbers are monolingual in languages other than 
English, and hospitals provide no bilingual service. Bilingual services 
are an important component of adequate access to care. 

A.n 8-year-old girl in Phoenix, Arizona, went into a hospital after 
being mauled by a German shepherd dog. She spoke no English. Her 
father spoke limited English. She was taken into a treatment room 
after a long delay while there was discussion concerning whether the 
father's insurance was acceptable. It finally was not accepted, but the 
child was admitted after a preservice deposit. The father was not 
allowed in the treatment room despite the fact that the child was 
crying and in fear. 

•• The child's bites were treated on her arms and legs. Her clothing 
was not removed. When her father took her home, he removed her 
clqt4es and found other bites under the clothing. He took her back to 
the hospital, wh~re he was treated very rudely. Only after great 
insi!ltance wa~ she treated further. A week later another physician 
found the wounds had become infected for failure to properly clean 
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them during the treatment process. That factual situation is not 
unusual. It reflects a series of inadequacies in the delivery system vis-a
vis that family and that community. 

I mention this at this moment to raise the issue of the inappropria
teness of that service in terms of language. Had that hospital had any 
staff available, I believe that not only in terms of the actual 
transmission of information concerning where the injury had been 
received but the whole receptivity to the people on a cultural basis 
would have been different. 

Minorities lack access to adequate medical care because of nonavail
ability of physicians. Minority physicians continue to be a scarcity in 
this country. Only 2 percent of the physicians in the country are black; 
there are only 250 Mexican American and 72 Indian physicians, 
according to a recent report. The percentage of minority students in 
medical schools nevertheless is decreasing. 

Even if there were adequate numbers of minority physicians, there 
has been since its inception and continues today to be an enormous 
problem on the part of Medicaid recipients in getting physicians to 
treat Medicaid patients. A scarcity issue exists also with respect to 
denial of staff privileges by white institutions to black and brown 
doctors. 

Access also is unavailable to minority communities because there is 
inappropriate planning. The Government has set up an Indian health 
service program for Indian people. But urban Indians are not eligible 
for care at Indian health service hospitals, despite the fact that the 
majority of Indian people now live in urban areas. The total 
unconsciousness on the part of the planners of who the people are who 
need to be served has had disastrous results for urban Native 
Americans. 

Beyond the various practices of unavailability of service outlined, 
there is inappropriate service provided. A huge volume of money, 
over 40 percent of the Medicaid dollar, has been provided for nursing 
home care. There is general agreement today that institutionalized 
nursing home care may not be the most appropriate care to give to 
elderly citizens. Yet that is where we are funneling all the money. 
Because of racial discrimination, minorities account for only 4 percent 
of the residents of nursing homes. Thus, they are doubly disadvan
taged. They have a poor system, and they have no access to it even 
though it is poor. It was estimated in 1976 that 500 percent more was 
spent on white persons than was spent on minorities in nursing .homes. 

Minorities are denied an opportunity to impact on this nonavailabili
ty of services and inappropriate design of services by denial of 
participation in various health planning processes at local, State, and 
Federal levels. This problem may be addressed by some very strong 
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health planning guidelines that have been just issued by HEW. I hope 
it will receive the support of this body. 

VICE CHAIRMAN HORN. We have 1 minute. 
Ms. IVIE. I want to tell you what the experience has been for legal 

service lawyers across the country in seeing discrimination in health 
care delivery. We are still in a pattern of treatment and care that 
existed before 1964. Health has not been identified as a civil rights issue 
by public interest reformers. 

It needs that kind of attention. The problems are there. Some of 
them are absolutely blatant. We are litigating at this moment a case of 
a segregated physician's room in Tallahassee, Tennessee, where 
"White" and "Colored" signs in the two rooms were taken down only 
in the late sixties. 

Patterns of segregated waiting rooms have been reported to us from 
other portions of Florida, Mississippi, and Texas. l believe it to be a 
prevalent pattern of care in the South. The treatment afforded to 
minorities is discriminatory. 

A study was conducted in Baltimore that documented that minori
ties, regardless of income, not just the poor minorities, were two to 
four times as likely to be treated by those in training rather than the 
staff physicians at the hospital. When minority patients are treated, 
they are treated diagnostically, not in terms of their whole health 
presentation. They are overprescribed with drugs. They are oversur
geried, particularly in the area of sterilization. They are presumed, in 
many instances, to be illegal when they are American citizens. 

In a recent situation in Los Angeles, California, a Spanish-speaking 
man came in with multiple stab wounds, conscious, speaking Spanish 
to the staff, which was monolingual in English. Again, long delays 
took place concerning whether he had insurance, whether it was 
adequate, whether he was a citizen. While this long discussion was 
going on with his wife (who also spoke limited English), the patient 
died. He was an American citizen. The staff had never absorbed that 
fact. 

Most of these patterns of discrimination are found in the private 
health sector. But the major discrimination that I think goes on against 
minorities has to do with our whole public hospital system. No 
problem is as systemic as the whole structure of health care -we 
provide in the public hospital system. I have said that they are closing. 

The ones still open are providing generally a poorer quality of care 
than the private· system because inadequate funds are being allocated 
by State and local governments for those services. The facilities have 
inadequate ~umbers of nurses. They have inadequate numbers of 
physicians. Their equipment is often inadequate. 
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In Martin Luther King Hospital in Los Angeles, an intern told me it 
was better not to come in for emergency care there on a busy night 
because the hospital did not have enough surgical packets to treat all 
emergency patients when they come in. 

Their low level of funding means -that these hospitals don't have 
money to set up adequate billing systems. So people .who come in and 
are covered under Medicaid, for example, are not providing that fiscal 
resource to the facility to help it provide better quality care. 
Reimbursement provided by major Federal programs such .as Medi
caid is inadequate for public hospitals. Those institutions. are often the 
only source of care for minorities in a given community. 

In sum, I think there are enormous problems in. quality, quantity, and 
availability of care for minorities in this country. That pattern is 
exacerbated by almost total failure of the Federal Government to 
adequately address tliese issues. 

We do have tool~ to do it. Let me say briefly they involve 
enforcement of Hill-Burton free service and community service 
obligations, enforcement of Title VI of the 1964 c;ivil Rights Act, and 
enforcement ofhealth planning requirem~nts. 

No guidelines, for example, have been issued (despite a 1976 Justice 
Department mandate) detailing what constitutes discrimination in 
hospital, nursing homes, and health planning. HEW has developed 
drafts and redrafts of guiqelines, and none have been issued. 

There is no assurance form for reporting for Hill-BuJ1on hospitals 
giving the date of service, who is being served, what rac~, and what 
care is being provided. There are major policy proposals that can be 
made by this body and other government agencies to support and 
prevent further closure of public hospitals as are outlined in my paper. 

I will stop at this point. Thank you. 

Discussion 
VICE CHAIRMAN HORN. Thank you very much for that overview. 

Your paper "Ending Discrimination In Health Care: a Dream 
Deferred" will be inserted in the record. 

COMMISSIONER SALTZMAN. The reference you have to a research 
paper by Allan Sager, with respect to his conclusion that overbedding 
was not the predictor of the closing of the urban hospitals but the 
percentage of blacks in the population. The footnote refers to an 
article in a newspaper. 

Ms. IVIE. I do not have the document. I will be happy to furnish it. 
VICE CHAIRMAN HORN. Please do. It will be inserted in the record. 

(See exhibit 1.) 
COMMISSIONER SALTZMAN. Also, in answer to what was a question 

to Dr. Lee as to whether health care of minorities, of women, and the 
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aged improved over the last decade, his response was rather a strong 
yes. I gather from your paper you would have to say no, the gap in 
health care services has widened rather than improved. 

How do you reconcile the conflicting points of view? 
Ms. IVIE. I think we are both correct. There are more minority 

people getting health care today than there were some years ago. But 
the differential between minority persons getting health care and the 
majority person getting health care in many important areas is 
widening:· 

So, while as a whole the groups are better off, as compared with the 
majority group we are worse. 

COMMISSIONER SALTZMAN. I see. That is what our social indicators 
study says. 

VICE-CHAIRMAN HORN. Commissioner-designate Berry. 
COMMISSIONER-DESIGNATE BERRY. I wonder if you have the 

impression that the Federal Government ought to be responsible for 
seeing to it that hospitals stay open in those areas where minority 
populations are using public hospitals and the hospitals are closing. Is 
that the proper conclusion to. reach? 

Ms. IVIE. Yes, I do believe that the Federal Government is 
responsible. The hospitals which are receiving Federal funds and State 
agencies which are receiving Federal funds are prohibited under Title 
VI from taking actions which discriminate by intent or effect. Closing 
of those facilities constitutes effective discrimination. 

COMMISSIONER-DESIGNATE BERRY. The reason for closings are due 
to the race discrimination? 

Ms. IVIE. I believe that is the proper conclusion in relation to Dr. 
Sager's statistics. 

COMMISSIONER-DESIGNATE BERRY. There is also no absence of civil 
rights laws or medical policy on the books that would address these 
problems, but there is an absence of civil rights enforcement, is that 
correct? 

Ms. IVIE. I think that is a critical point. I don't think it is the only 
factor. I think until we have civil rights enforcement of the measures 
that are on the books and recognize the correlation between poverty 
and race, inadequate health care will continue to be t~e norm for 30 
million people. 

COMMISSIONER-DESIGNATE BERRY. We think now there is greater 
interest in the civil rights community in lawsuits against HEW. That 
might influence the Office for Civil Rights in responding to some of 
these problms. 

Ms. IVIE. I think we are seeing that rather dramatically. 
VICE CHAIRMAN HORN. Commissioner-designate Ramirez. 
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COMMISSIONER-DESIGNATE RAMIREZ. Have you investigated the 
participation in the public hospital and other public delivery system 
points, the participation by niinorites in the government of those 
entities? If you have found what I suspect you have, found, are there 
legal mechanics in the areas that you have identified that ;could change 
what I suspect would be a dismal picture? 

Ms. IVIE. The ·picture is very ~dismal. ,Since the health planning • 
mechanics were set up in the 1974 Health Planning and .Resources 
Development Act, the participation of minorities at all levels has been 
minimal, if existing at all, even where they have participated. There 
has been absolute refusal of those bodies to consider availability of 
health care facilities to minority groups: 

Health planning decisions arise in connection with approving new 
equipment, purchases, or new facility development in those communi
ties. There has been a refusal of those health planning agencies to say 
to a hospital, have you provided care to those unable to. pay? Have you 
provided access to minorities? 

If you have .a hospital built with Hill-Burton funds, have you 
provided access for Medicaid people? There. are guidelines on health 
planning statutes now which I think can remedy that, if those 
guidelines or regulations are passed. I urge you to review those and 
add your voice in support for their need. 

CHAIRMAN FLEMMING. You mentioned the possibility ·of getting 
enforcement under Hill-Burton and under Title VI. Are there any 
major cases pending at the present time seeking to obtain enforcement 
through either one of those groups? It is a followup of Dr. Berry's 
question. 

Ms. IVIE. Yes. There are cases pending. In one case being litigated 
by Marilyn Rose, who is one of the leading advocates of equal access 
for minorities in this area, the .Department of HEW has stipulated that 
they will issue, by the end of this month, a data collection survey on 
race to be filled out by all hospitals receiving Federal funds. 

I hope there will not be, as we have grown accustomed to there 
being, great delays in the issuance of that document. 

CHAIRMAN FLEMMING. What is the nature of that action? 
Ms. IVIE. It is a Hill-Burton action against a hospital in Ohio which 

has not provided adequate access to the poor or minorities. 
CHAIRMAN FLEMMING. Is it pending in Federal court? 
Ms. IVIE. Yes. 
CHAIRMAN FLEMMING. Do you know of a similar action in Title 

VI? 
Ms. IVIE. There are major suits pending in a number of areas in the 

country. There are several in New York City concerning closure of 
those facilities. There is a Title VI suit filed in Memphis, Tennessee, 
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challenging the inability of minorities to get into nursing homes there. 
There are Title VI actions in California challenging the refusal of 
hospitals to provide adequate bilingual services. This issue is being 
addressed in a judicial context. 

CHAIRMAN FLEMMING. I agree with you completely. We do have 
laws on the books that could be utilized for the purpose of closing or 
helping close this particular gap. It seems to me a situation where after 
a lapse of years we still have not gotten regulation under Title VI 
dealing with this particular area. It is an indefensible situation. 

I think pressure should be brought to bear through the courts and in 
other ways. 

VICE CHAIRMAN HORN. Mrs. Freeman. 
COMMISSIONER FREEMAN; The Title VI cases filed, have they been 

filed by private individuals? 
Ms. IVIE. They have been filed by public interest law firms and legal 

services, generally. 
I would mention I think it is rather anomalous that this whole civil 

rights approach to health care issues has come from people who are 
health advocates rather than people who are. civil rights advocates. I 
hope there will be a bringing together of that interest. Both groups 
need each other. 

COMMISSIONER FREEMAN. I would agree with that comment. The 
other question: It is the responsibility, is it not, of the provider of the. 
Federal funds to at least monitor and assure compliance with Title VI. 
So, actually the first responsibility to assure compliance is. with the 
Department ofHealth and Human Services? 

Ms. IVIE.Absolutely. 
VICE CHAIRMAN HORN. Staff Director Nunez? 
MR. NUNEZ. I note our next presenter is the Director of the Office 

for Civil Rights, Ms. Ivie. I am sympathetic with your feeling of 
concern that very little has been done. In a sense, there is a new 
opportunity as the Department splits off from the Office of Education. 

Your professional assessment, looking at priorities and enforcement 
strategies: What do you believe could be the focus of the enforcement 
effort or should be in the next several years? 

Ms. IVIE. I think there is a need for immediate collection of data. I 
think there is a need for reorientation of compliance of enforcement by 
the Government. Compliance enforcement to date has centered on an 
individual complaint. 

We filed, for example, an individual complaint on behalf of a 
Mississippi woman who had a baby ih the hospital parking lot after 
being denied access to the facility. A year before this, another black 
woman had had her baby in the same parking lot. The first lady had 
litigated the issue. The Department of HEW investigated the com-
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plaint and found there was no discrimination vis-a-vis this one 
individual. 

It did not look beyond the facts of the individual case to see the 
whole pattern of access for minority people in that community. Unless 
you look at the whole systemic pattern, you are not going to get at the 
problems minorities have. Administrative investigations should be 
handled like class actions in Federal courts. That ·would make a 
difference. 

The whole issue of racial disparities in expenditures under Medicare, 
Medicaid must be looked at by the Department. Dr. Lee talks about 
the aged population in terms of their coverage in Medicare. Dr. 
Aday's report indicates there are no substantial problems for the aged 
because ofMedicare. 

But minority aged people are not eligible for or not covered by 
Medicare. They have a shorter life span. They don't live to age 65 to 
get it. The occupations in which they are involved (domestic and 
farmworkers) don't pay into social security. You have to have social 
security eligibility before you can get into Medicare. 

So what is happening is those millions and millions of Federal 
dollars are not reaching minority communities. It seems to me it should 
be investigated by the new Department. 

MR. NUNEZ. Thank you. 
VICE CHAIRMAN HORN. We appreciate very much having your 

perspective and this factual presentation as to how the human health 
care service department, in particular, ought to conduct its strategy. 
Thank you. 

VICE CHAIRMAN HORN. Next is Roma Stewart, Director of the 
Office for Civil Rights, Department of Health and Human Services, 
w;\io will discuss the Federal responsibility for insuring equal access. 

Ms. Stewart is Phi Beta Kappa from Fisk University, where she 
received her bachelor of arts degree. Later, she secured her law 
degree from the Georgetown University Law Center. She has been 
Director of the Office for Civil Rights since December 1979, a recent 
appointee who is obviously in a position to take a fresh look and not 
get blamed for past misdeeds, I would think. 

Ms. Stewart has been active with the NAACP Legal Defense Fund; 
she is a member of the D.C. Bar and serves on the Executive 
Committee of the Washington Lawyers' Committee on,Civil Rights 
Under Law. 

In the 1960s, she helped to desegregate the Chicago hospitals. She 
has had a long career in the area of civil rights access, and now she is 
in a position where she can do something about it from the vantage 
point of the Federal Government. 

38 



STATEMENT OF ROMA STEWART, DIRECTOR, OFFICE FOR 
CIVIL RIGHTS, DEPARTMENT OF HEAL TH AND HUMAN 

SERVICES 
Ms. STEWART. 'rhank you very much. Thank you for this 

opportunity ~o present a report from HEW on civil rights and health 
care, on civil rights issues, problems,. and opportunities. First, I would 
state that we are building a new and stronger and more effective 
enforcement program in the field of health care. We expect much 
more progress in the coming months. 

For 15 years, the Federal enforcement effort under Title VI of the 
Civil Rights Act of 1964 has been aimed primarily at discrimination in 
schools and colleges. A series of strong Supreme Court decisions, the 
high visibility of the notoriously discriminatory dual schools, the 
expansion of federally funded education programs, and outside 
pressures on the Government are some of the factors that led to 
concentration ofFederal resources in education. 

Consequently, the record of achievement in elimination of discrimi
nation in health is bleak in comparison to what has been accomplished 
in the schools. That picture is changing for the better for a number of 
reasons. Chief among them, perhaps, is the impending division of the 
Office for Civil Rights, with two-thirds of the staff going to the new 
Department of Education and one-third remaining in what will soon 
be the Department of Health and Human Services. With the division 
of resources, Health and Human Services will have its own civil rights 
investigators and management \team, operating as we do now from 
Washington headquarters and 10 regional offices. 

For the first time, we will have a full-fledged operation that can 
concentrate exclusively on an increased investigative effort, develop
ment of policy, immediate and long-range planning, and the develop
ment of a data collection program. 

All these steps are essential to a strong enforcement effort. After the 
division between the two Departments, which is scheduled to occur 
on May 7, the HHS civil rights program will have 590 positions. If the 
administration's FY 1981 budget request is approved by Congress, that 
number will increase by 100 positions. We have asked for an 
authorization of $21,931,000 for the Health and Human Services civil 
rights program. 

The reorganization of the civil rights program is a new factor that 
we must contend with this year. We are now compelled to spend much 
of our management time in Washington and in the field offices in an 
effort to ensure that both Departments can effect the changeover as 
smoothly as possible. 

Even though we are diverted for a brief time from total concentra
tion on enforcement, the opportunities posed for an improved health 
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and civil rights program more than offset the temporary inconve
nience. 

In building a new program, OCR analyzes the health care problems 
in three general categories, all of them related: barriers to access to 
health care facilities by minorities and handicapped persons; disparities 
in the quality of care extended to minorities and handicapped persons; 
the extent to which civil rights issues are taken into account by health 
planning agencies in their project reviews and planning. 

This first year we will concentrate on the barriers to access. For 
minorities, the handicapped, and the aged, the barriers come in many 
forms and are frequently hidden behind an economic shield that tends 
to obscure or afford a rationalization for the adverse impact on 
minorities. For example, many hospitals admit only patients referred 
by doctors. Minority group patients who frequently rely on Medicare 
and Medicaid do not always have a physician to open the hospital 
door. 

Many doctors refuse to serve Medicare and Medicaid patients. 
Faced with such barriers, the minority citizen often enters the hospital 
through the emergency room door. Even then, some hospitals give the 
emergency patient only immediate, life-sustaining treatment plus the 
name and address of another hospital that takes care of poor people. 

Some hospitals require a deposit before admission, setting entry rates 
so high that minority citizens are effectively barred at the admissions 
desk because they cannot afford to pay. 

Still other hospitals have policies in connection with Medicare and 
Medicaid that raise barriers to minorities. For instance, hospitals that 
deny services to obstetrics patients have been the target of complaints 
by women turned away from the emergency ward and referred to 
hospitals many miles away. 

We have found cases in which the hospital might be willing to take 
patients reliant upon Medicaid but no physician on the hospital staff 
will take them as patients, again creating a restrictive situation. 

Other problems are related to special Federal funding. For example, 
recent regulations which implement the community services assurance 
that was given by thousands of hospitals and nursing homes in return 
for Federal Hill-Burton funds preclude discrimination on any ground 
unrelated to the individual's need or the availability of services. This 
community service obligation also bars denial of emergency care to 
patients who cannot pay. Hill-Burton facilities are required to accept 
Medicare and Medicaid patients. 

We are pleased that the Public Health Service and OCR have 
recently signed a memorandum of understanding which allows the 
two agencies to combine their resources most effectively to see that 
hospitals meet their community service obligations. Community 
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service reviews will be incorporated in the compliance reviews 
undertaken by OCR. If civil rights violations are found, OCR will 
secure a remedy. 'Where the community service assurances have not 
been honored but no civil rights violations exist, PHS will help OCR 
to resolve the issues. 

HEW recently dealt with one case involving the community service 
obligation. St. David's Hospital in Texas, which received Hill-Burton 
funds, refused to become a Medicaid provider. HEW and the 
Department"of Justice sued for injunctive relief. 

We have just won a favorable ruling in that case, setting a precedent 
which should help to open hospital doors for many minoritr patients. 
All of these practices may violate Title VI if they are applied 
unequally to minorities or if the burden falls disproportionately on 
minorities. 

Further, OCR is particularly concerned about still another practice 
that is heavily weighed against access for minorities-the relocation or 
closure of hospitals. Inner-city hospitals are often the only source 
within· a reasonable distance to offer minority citizens access to 
emergency and outpatient care. 

Nevertheless, economic reasons appear to dictate closing of some 
community facilities. As a factual matter, hospitals used by minorities 
in the inner city tend to be older and in need of renovation. Arguments 
for closing these old facilities appeal to the public. It is estimated that 
between 1975 and 1977, 200 hospitals throughout the country closed 
down. 

The Federal Government itself with its emphasis on cost contain
ment may inadvertently contribute to the relocation or closure 
problem. Reductions in hospital beds are encouraged by HEW. OCR 
must insure that no civil rights are violated in this process. 

Many problems of access result from direct discrimination, which 
clearly violates the Civil Rights Act. For example, OCR has found 
that physicians who serve on the staffs of more than one hospital may 
routinely refer nonminority patients to one hospital and minority 
patients to another. 

Some ·of these forms .of direct discrimination occur as vestiges of 
historical patterns of racial segregation. In Louisiana, for example, 
separate hospitals were built for blacks. Race, not ability to pay, 
determined which hospital was open to the patient. Until 1964 the 
Federal Government made grants and loans to segregated hospitals 
under the Hill-Burton Act. Further, until the mid-1960s many 
nonpublic hospitals did not give staff privileges to black physicians. 

American Indians are often denied inpatient and emergency care by 
hospitals. OCR finds that some hospitals routinely refer them to the 
Indian Health Service facilities, even though these regional care 
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facilities are located many miles away. This is a ;violation of 7'itle VI. 
Indian health facilities are a supplemental resource and other federally 
assisted hospitals are not relieved of their oblig~tjon to accept patients 
without discrimination. 

Some nursing homes, especially fraternally-owned,,~nes, explicitly 
refuse to admit people of a particular race or national origin. In 
general, blacks are barred from nursing homes by so many obstacles 
that tb,ey are often reduced to living in unlic;ensed and substandard 
boarding homes where they cannot receive Medicaid benefits and 
where the quality of care is inferior. _. 

Minorities comprise 7 percent of all patients admitted to the Nation's 
19,000 nursing homes, which is a disproportionately low percentage. 
Placement policies of referral agents, such as hospitals, often result in 
racially identifiable nursing homes where the quality of care for 
minorities is inferior. 

Minorities and handicapped persons also complain that, once 
admitted to homes, they are assigned to isolated or segregated 
accommodations. Nursing homes also discriminate by consistently 
ruling out admission of patients with certain handicapping conditions, 
like de11fness or blindness, and refusing to hire qualified handicapped 
persons. 

Out of its experience to date in health care investigations, OCR has 
identified many other problems including:.refusal by some hospitals to 
provide inpatient care to persons addicted to drugs or alcohol; 
segregation of patients based on whether they are clinic patients or 
private patients, creating racial segregation in parts of the hospital; 
denial of staff privileges to doctors on the basis of race; denial of equal 
services to Hispanics and Asians in hospitals and health maintenance 
organizations which have no bilingual staff; denial of equal care to 
hearing impaired patients by hospital emergency wards because no 
interpreters are provided; failure of some health care programs to refer 
handicapped and minority persons to mental health agencies for 
counseling or psychological help. 

All these problems of accessibility raise questions about the quality 
of care in hospitals, nursing homes, and other facilities, and this is the 
second major area that OCR will emphasize in developing policy and 
carrying out investigations. 

Minorities often say that, even when health care is available, the 
quality of that care is suspectwhen compared to the quality of care for 
nonminorities. 

The third area in our health care program is the role of federally 
funded health planning agencies and the extent to whi9h they 
encourage and enforce policies which foster equality. Health planning 
as discussed here is the process by which resources are developed to 
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ineet present ~d future needs of the community under the Health 
Planning and Resources Development Act of 1974. 

These health planning agencies have explicit responsibilities to 
monitor and control the growth of the State or regional health 
delivery system. The civil rights implications of this new structure are 
potentially far-reaching but have not been fully explored. 

As federally-supported bodies, these agencies-HSAs [Health Sys
tems Agencies] and SHPDAs [State Health Planning and Develop
ment Agencies]-have a responsibility to assure that health resources 
are developed and allocated without discrimination. and that the health 
planning needs of minorities are considered and met. OCR has an 
obligation to hold them to their legal mandate and is attempting to 
develop a comprehensive policy for working with these agencies. 

In FY 80, OCR plans to undertake 275 Health and Human Services 
compliance reviews. Plans include the following: 17 reviews for 
discrimination in accessibility and admissions in hospitals, nursing 
homes, and extended care facilities; 17 reviews of delivery of services 
in the provision of Medicaid and Medicare services; 59 reviews of 
hospitals for discrimination on the basis of national origin or handicap, 
including bilingual services and capability for meeting the needs of 
patients with visual or hearing impairments; 59 reviews of welfare 
agencies for discrimination in the provision of services to minorities 
and the handicapped; 17 reviews of child welfare referral practices, 
including foster care, bilingual services, and location of services in 
terms of accessibility for minorities and the handicapped; 17 reviews of 
planning activities by health services agencies; 59 reviews of support
ive services to the elderly and disabled; 30 reviews of mental health 
centers and mental health hospitals in terms of equal care and bilingual 
services. 

In addition to the compliance reviews, regional offices will continue 
to conduct individual complaint investigations and to commence them 
promptly upon receiving complaints. OCR will undertake more 
comprehensive compliance reviews of whole systems of health care. 
We plan a training program this summer to improve the quality of 
systemwide compliance reviews and complaint investigations. 

To obtain more specific data on institutions, OCR is preparing a 
hospital survey form to help target hospitals which may not be in 
compliance with the civil rights laws or with their community service 
obligations under the Hill-Burton Act. 

We have also identified the types of data needed for use by health 
planning agencies. Specifically, OCR believes that these agencies 
cannot adequately plan for the needs of minorities and other medically 
underserved persons unless they collect and analyze demographic data 
and medical indicators ofneed. 
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As a final note on OCR plans, I would lik~ t9 point _out tha.t q.cR 
has gained considerable experience in the health'. field in its e~tensive 
investigation of and subsequent legal proceeding{against a µumber of 
New Orleans hospitals. 

In 1971 HEW was sued in Cook v. Ochsner, U.S.
". 

District Court for 
• •• 'i!" 

the Eastern District of Louisiana, for not enforcing Title VI with 
respect to seven hospitals in New Orle~s. In .i974 O(?R agre~d in a 
consent decree to conduct a Title VI review of all hospitals in New 
Orleans. Central to the review was the collection from all federally 
aided ~~w Orleans hospitals of data on: the num~~r of patients 
admitted, according to race, method of paym~nt, admission date, and 
name of admitting physician. Mercy and Southern Baptist Hospitals 
refused to provide the data until OCR obtained a court order requiring 
them to do so. ' 

A summary of Title VI proceedings in those qases appe~ in'the 
background paper which OCR submitted tq the 0:~S. Commission on 
Civil Rights earlier this month in preparation for this session today. It 
shows some of the problems we face i~ reviewing health care 
institutions and some of the legal processes we use for obtaining 
remedies. r 

As Director of the Office for. Civil Rights, I am encouraged about 
the prospects of developing and carrying o,ut a civil rights program 
directed to the problems of racial and ethnic minorities, handicapped 
people, and older people in getting proper health care. 

We need and seek the support of the Commission and of all Federal 
agencies whose responsibilities embrace health care and- civil rights. 
Our health care civil rights enforcement program is coming of age at 
last. We welcome criticisms, relevant information, and, most of all, 
constructive suggestions in the building ofa new program. -' 

Discussion 
VICE CHAIRMAN HORN. Thank you very much. Your paper "Health 

Care and Civil Rights" will be inserted. . 
I want to ask you some questions to clarify the compliance review 

strategy. How much staff did you say was moving to the Department 
of Education, 66 percent? Two-thirds are going to the new Depart
meqt of Education? 

Ms. STEWART. That is right. 
VICE CHAIRMAN HORN. Do you feel that is a fair allqcation1 based 

on the work load? 
Ms. STEWART. Based on the past work load allocated between 

Health and Human Services and the Education area, it is a fair 
distribution. Moi;t of the work had been previously ~ocated to the 
Education area, largely because of the pressures in the_ pourts.'With the 
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addition of 100'11ew positions which we hope to have at the beginning 
of the next fiscal year, this amount will be adequate to support the new 
program, the new ditections undertaken. 

VICE CHAIRMAN, ,HORN. If you receive the 100 new positions 
beginning October i980, do you feel that they will give you adequate 
resources to" ~egin • the conduct of the 275 compliance reviews, or will 
those re~iews 6egin this fiscal 'year? ' 

.Ms. STEWART. They have begun. 
VICE CHAIRMAN HORN. What is your estimated number • of 

compliance reviews in •fiscal '80, '81, '82? Have you worked out a 
strategy, yet? 

Ms. STEW~RT. Yes. I do not know the exact number of compliance 
reviews for fiscal '80-'81. I believe it is approximately 300. 

VICE CHAIRMAN HORN. Will there be any different allocation 
between types of health care facilities within that overall number, or 

I 

generally are these proportions going to be about the same: 17 in 
hospitals, 17 'in delivery of services, 59 reviews, etc.? 

Ms. STEWART. By that time we hope to have results of surveys and 
research. Also, more information from community organizations and 
complaints which will assist us in targeting new reviews and assessing 
priorities. We would like to target compliance reviews on those areas 
where the need is apparently the greatest. 

VICE CHAIRMAN HORN. Is it fair to conclude from hearing the 
proportion of staff that was allocated-and is going to be allocated-in 
this area, that despite the 100 new positions, HEW really has not 
reviewed as carefuliy as it might have access to health care and that 
most of its energies have been consumed by problems of desegregation 
and education? 

Ms. STEWART. That is correct. 
VICE CHAIRMAN HORN. You are now attempting to make up for 

that? 
Ms. STEWART. That is true. 
VICE CHAIRMAN HORN. You are now preparing your budget 

request t<;> 0MB for '81...:'82? Are there plans to ask for additional 
positions besides the 100 you hope to receive in October 1980? 

Ms. STEWART. It is difficult to say what we will do in that respect. 
We don't really know what the office will look like after the split 
between the two Departments. We have not yet identified those 
individuals who will go and those who will stay. 

We don't know what the distribution will be in each office. We will 
have a great deai' of building to do. We don't have very much time to 
do it i~ if our programs are going to continue without hindrance. I 
think within the next 30 days, I would be able to answer that question 
mote•specifically. 
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VICE CHAIRMAN HORN. Under your revised strategy do you see a 
different allocation of positions for compliance review and enforce
ment between the national and the regional offices or will the roles of 
those offices remain approximately the same as at present? 

Ms. STEWART. The roles will remain approximately the same. The 
investigations and compliance reviews take place in the regional 
offices. However, we have been attempting in recent months to 
increase the communication between the regional offices and the office 
in Washington, D.C., so that our compliance effort will move forward 
more smoothly and expeditiously. 

VICE CHAIRMAN HORN. In the employment field, since Title VII 
was passed, there has been an attempt to have both a Federal (EEOC) 
effort and a cooperative relationship between the local, State, and 
Federal agency. Has there been any attempt to leverage HHS interest 
in this area with State departments concerned with public health and 
hospitals, etc., in order to assure a broadening basis of compliance 
assistance? 

Ms. STEWART. We have been working with State agencies. 
However, State agencies, to my knowledge, have exhibited the kinds 
of enforcement authority that there is in the area of employment. Title 
VII of the Civil Rights Act proves State agencies can take the lead and 
must take the lead in employment cases. We do not have a similar 
provision in our law. 

VICE CHAIRMAN HORN. Is there thought of requesting such a 
provision of the Congress? Do you feel that would be helpful? 

Ms. STEWART. I think.it is always a good plan to have as many or as 
much responsibility allocated in civil rights enforcement as possible. 
The experience has been that many of the State agencies have been less 
effective in enforcing civil rights matters than the Federal agencies 
with the same authority. For example, in Title VII area, there are only 
a handful of State agencies which are doing a superb job in this 
respect. 

VICE CHAIRMAN HORN. Thank you. Commissioner Berry. 
CoMMISSIONER-DESIGNATE BERRY. I am aware there is a memoran

dum of understanding between OCR and the Public Health Service. 
Could you tell me how far along you are in implementing OCR 
monitoring of the management process or insuring the PHS monitor
ing of that process so that nondiscrimination is enforced? 

Ms. STEWART. The memorandum of understanding was signed in 
December. Staff ofboth organizations have been working very closely 
together to implement that. One of the side effects of that memoran
dum of understanding has been an additional document wliich has 
been signed. 
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An additional regulation was sent to the Secretary which was 
published in the Federal Register last month in which a hospital, in 
order to get a ·certificate 'Of need, must state whether or not it is in 
compliance. It must make a survey of its own compliance standards. 
This is another!step forward in the same direction as the memorandum 
of understanding. 

COMMISSIONER-DESIGNATE BERRY. So, you are in the process of 
implementing. You are not at the point where you can say that is fully 
implemented? 

Ms. STEWART. No. I don't think we will ever be able to say it is 
fully implemented. I think it is going to be an ongoing process. I hope 
it will be an ongoing process that will continue indefinitely. 

COM\\USSIONER-DESIGNATE BERRY. In the case in the Ohio District 
Court where you stipulated you would send a survey to 0MB by the 
end of this month, .are you going to make that deadline? 

Ms. STEWART. Absolutely. 
COMMISSIONER-DESIGNATE BERRY. In the hospital closings about to 

take place in New York City, has OCR worked out a mechanism to 
ensure that reasons for the closing do not involve discrimination in the 
first instance and then to see to it that there is nondiscriminatory access 
where patients are served even if hospitals are closed? What is the 
decisionmaking process to insure that discriminatory effects are taken 
into account? 

Ms. STEWART, The New York hospital review is still ongoing. We 
have conducted one pretest to test the validity of our census 
instrument. We plan to take a census of all of the hospitals in the 
system to determine whether or not the closing of the facilities in 
question will have a discriminatory impact upon minorities. 

After the census is taken or at the same time we are concurrently 
investigating the alternative health care services in the area to 
determine whether or not the closing of these facilities would have a 
deleterious effect upon minorities. 

COMMISSIONER-DESIGNATE BERRY. If it would have a deleterious 
effect, would OCR see to it that the hospitals don't close? 

Ms. STEWART. I would certainly hope so. 
COMMISSIONER-DESIGNATE BERRY. Are there plans in the works 

for any suits or matters of that kind against State agencies between 
now and November 1980 that would cause OCR to directly cut off 
funds for discrimination? 

Ms. STEWARL".~ We have investigations ongoing in several hospital 
cases-several almost ripe to be forwarded for enforcement. We have 
also directed our investigators to refer cases for enforcement when 
there becomes a problem of access to information. 

47 



We have had several cases, aproximately eight cases last. month, 
referred for enforcement. I cannot tell whether they are school cases 
or hospital cases. So, we do intend to provide vigorous.enforcement in 
this area. 

CHAIRMAN FLEMMING. Mr. Saltzman. I:' 

COMMISSIONER SALTZMAN. How significant is the issue of health 
care availability and quality for moving forward the resolution of 
other critical civil rights issues like education, employment, and 
housing? 

Ms. STEWART. There appears to be direct cbrrelation between the 
lack of access to health care for minorities and lack of health care to 
other federally funded services such as education and clinics and 
welfare services. Frequently when a minority community suffers 
cutbacks in services of one type, there is a ripple effect and other 
services are also cut back. This includes housing, education, and so 
forth. 

COMMISSIONER SALTZMAN. Doesn't the availability of good health 
itself impact on the quality of-education or the response to educational 
opportunity and housing and employment opportunity? 

Ms. STEWART. Well, in some areas, of course, the housing itself is a 
major health problem. The housing along with the lack of care, of 
health care services, would have a tremendous negative effect on the 
ability of the child to learn, from the point of view of the child's health 
and motivation and many other factors. 

CHAIRMAN FLEMM~NG. Commissioner Freeman? 
COMMISSIONER FREEMAN. Ms. Stewart, you cited several cases in 

which there have been findings of violation of Title VI. Does OCR, 
after such a finding, make the recommendation for the kind of 
enforcement such as termination? What is the procedure that you 
undertake at that time? 

Ms. STEWART. Unfortunately, under the statute, the main remedy 
that we have is cutoff of Federal funds. OCR is relunctant to cut off 
funds to hospitals because the very beneficiaries that we seek to assist 
would be further damaged. However, once a finding of discrimination 
is made, we undertake the attempt to achieve voluntary compliance. 
Most of our cases are, in fact, resolved through voluntary decisions. 

We also have the ability to go into court for injunctive relief under 
certain circumstances. In many cases, especially in the handicapped 
area, our recipients are anxious to comply with the ,Jaw. Frequently, 
they do not know they are in violation and seek our assistance in 
helping them to come into compliance. Even in the Title VI area, 
many ofour recipients do want to comply with the law. 
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We are exploring ways now of enlarging our technical assistance 
branch. We had in,the past been almost exclusively directed towards 
handicapped problems in the technical assistance area. 

COMMISSIONER SALTZMAN. Ms. Ivie states a number of instances of 
widespread discrimination and said private people or pro bono 
organizations have litigated on behalf of those persons who have been 
denied the benefits. This seems to be an undue burden that is put on the 
private individual, when the agency that has the funds and has the 
resources and has the clout really ought to be doing more. 

Would you comment on that? 
Ms. STEWART. I agree with you. I agree that we ought to be doing 

more. We ought to be continuously reassessing our resources so we 
can make determinations as to whether or not they are adequate to 
undertake these tasks. If they are not, we will seek additional funding 
in positions. 

CHAIRMAN FLEMMING. I would like to pursue a couple of questions 
asked along the same line. Do I understand the response that you made 
to Commissioner Freeman's question to mean that it is the policy of 

" OCR, the policy of the Department, not to utilize the sanction that the 
Congress has put into the law? Namely, cut off funds where there is a 
violation of Title VI? 

Ms. STEWART. No. I did not mean to give that impression. We do 
not have the authority not to do that once the process-

CHAIRMAN FLEMMING. How recently has that authority been used 
by the Department in connection with findings that there has been a 
violation ofTitle VI in connection with access to health services. 

Ms. STEWART. I cannot recall a case where that sanction has been 
used. I would like to research that issue and submit it at a later time. 
(See exhibit 2.) 

CHAIRMAN FLEMMING. I would appreciate that very, very much. 
Let's say, personally, and I think my colleagues share this view, and in 
fact we have stated it in one of our reports in connection with 
application of Title VI in another area; namely, that we have the 
feeling it is very unfortunate when a Department decides not to use the 
sanctions that the Congress has put into the law to be used when there 
is a violation of, in this case, Title VI. 

We recognize the reluctance persons have to use this particular type 
of sanction. But as Dr. Lee pointed out in his testimony this morning, it 
seems to me when a Department is reluctant to use this sanction, it 
should keep in front of it the number of persons who are being denied 
access, in this particular instance, to services because of a failure on the 
part of the Go.Yernment to enforce vigorously the laws that Congress 
has passed. 
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We recognize some people may be able to suggest a better type of 
sanction. Some people have tried that from time to time. Over the 
years since 1964, there has been no serious effort inade to replace this 
sanction with another sanction. Until another sanction is filed to 
:i;eplace this sanction, we feel that it is very important for'the executive 
branch to use the authority that the Congress has given them. 

It seems to us whenever there is a delay in the utilization of that 
authority, it is just a signal to everybody else. The effect is, look, we 
can go ahead and continue to violate the Civil Rights Act and nothing 
really is going to happen to us. 

It is true you can go to court. You can get an order and so on. That 
takes much longer than administrative action should take. I appreciate 
the fact that adJ}linistrative action has been taken. Let me ask this. 
Reference has been made in the testimony presented here to guidelines 
issued under Title VI in the area of the delivery of health services. 
What is the status of those guidelines at the present time? 

Ms. STEWART. We have several policies and guidelines which are 
being circulated with OCR at this time. One is a hospital closing 
policy. There are a number of other policies. We have a nursing home 
policy, for example. All in all, we have 11 policies which are in various 
stages of completion and should be published within the year. 

CHAIRMAN FLEMMING. Have any guidelines been issued over the 
years in this particular area up to the present time? 

Ms. STEWART. In 1969, Mr. Chairman, there was a policy on health 
care and another policy on nursing homes, I believe. Those have been 
the only policies issued in this area. 

CHAIRMAN FLEMMING. Are they still operative? 
Ms. STEWART. Yes, they are. 
CHAIRMAN FLEMMING. You now have pending about 11 separate 

guidelines in this particular area. To your best judgment, it will take 
about a year for all of them to merge? 

Ms. STEWART. Within the year-less than a year. 
CHAIRMAN FLEMMING. You mean within this calendar year? Do 

you feel that by December 1980 that they will all be out? 
Ms. STEWART. Yes, I do. 
CHAIRMAN FLEMMING. That is the kind of objective that your office 

and the Department has in mind at the present time? 
Ms. STEWART. Yes. In fact, we are tracking those not only at OCR 

but the Department level to assure that those policies will in fact be 
published. I am reminded that we have deferred Federal funds in the 
New Orleans case. 

I would like to point out the necessity for further sanctions as you 
have mentioned. Frequently, in a situation where there•is a proposal to 
cut back or close a minority hospital, our major sanction of cutting off 
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funds to that particular hospital could have the effect of destroying the 
main health care provider within a given community. 

So, there is great need for additional sanctions which our office can 
administer. 

CHAIRMA:l'i[ FLEMMING. Does your office, does the Department 
contemplate making recommendations to the Congress for additional 
sanctions? 

Ms. STEWART. We have been asked for new legislative suggestions. 
Certainly·that would be one of them. 

CHAIRMAN FLEMMING. I recognize the fact that there are situations 
such as the one you described where additional sanctions could be 
utilized very effectively. But there are also situations where the 
existing sanctions could be utilized? Am I not correct? 

Ms. STEWART. That is correct. 
CHAIRMAN FLEMMING. Just one other question. Reference has been 

made to the Hill-Burton institutions and the enforcement of the 
standards incorporated in the Hill-Burton law. This was related to a 
nursing home. 

Do you have any figures indicating the number of nursing homes 
that are subject to Hill-Burton percentagewise? 

Ms. STEWART. No, but I can get that information submitted at a 
later time. (See exhibit 3.) 

CHAIRMAN FLEMMING. Dr. Berry. 
COMMISSIONER-DESIGNATE BERRY, Miss Stewart, l was pleased to 

have your clarification of your response about the funds cutoff when 
the Chairman asked it. I was surprised and astonished that a Federal 
official thinks that a law should not be enforced although it is on the 
books. I am happy that is not your view. 

Ms. STEWART. I am sorry I did not express it in a way that was 
more clear. We need all the instruments we can get, community or 
otherwise. 

CHAIRMAN FLEMMING. Mr. Nunez. 
MR. NUNEZ. I apologize for not being here for your presentation. 

We on the staff have worked long in your office for many years. I 
welcome the opportunity for working with you directly. Thank you 
for being with us. 

CHAIRMAN FLEMMING. Thank you very, very much. We are now in 
recess until 1:30. 

Afternoon Session, April 15, 1980 
CHAIRMAN FLEMMING. I will ask the meeting to come to order. My 

colleague, Commissioner Saltzman, will preside during our afternoon 
session. 
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CoMMISSI0NER SALTZMAN. The early part of the session will deal 
with the present role in rural health care. Our presenter is George 
Lythcott. Dr. Lythcott will present his paper on "Health Care 
Administration in Rural America: The Federally Responsible Govern
ment." You have approximately 20 to 25 minutes. 

Dr. Lythcott is presently the administrator of Health Services 
Administration (HSA) of the Department of Health and Human 
Services. Dr. Lythcott is also the Assistant Surgeon General and 
Associate Chief Medical Officer with the Public Health Service. HSA 
funds a variety of programs that provide health care to lower income 
people, Native Americans, Alaskan Natives, migrant workers, the 
aged, women, and children. 

In addition to his government service, Dr. Lythcott is currently on 
the advisory committee for the national program to reduce infant 
deaths in isolated rural communities of the Robert Wood Johnson 
Foundation, Princeton, New Jersey. 

He was appointed by President Carter in 1978 to serve as Alternate 
Delegate, U.S. Delegation, UNICEF. He is also a clinical professor of 
Pediatrics and Child Health, Howard University College of Medicine, 
Washington, D.C. 

STATEMENT OF GEORGE I. L YTHCOTT, M.D., ADMINISTRA· 
TOR, HEALTH SERVICES ADMINISTRATION, ASSISTANT 

SURGEON GENERAL (USPHS), DEPARTMENT OF HEALTH 
AND HUMAN SERVICES 

DR. LYTHC0TI. Thank you very much. Shall I proceed? 
COMMISSIONER SALTZMAN. Yes. 
DR. LYTHC0TI. I will introduce three members of my staff, three 

senior managers, who have asked to come with me. We would like to 
be as responsive as possible when there are questions from the 
audience. I am making certain I will provide the best answers. 

My staff members are Emory Johnson, Director of the Bureau of 
Indian Health in my agency, and John Marshall, Deputy Director of 
the Bureau of Community Health Services. Jeff Hammon, Deputy 
Director for the Office of Planning, Evaluation, and Legislation, is in 
the building and will be in the room shortly. If questions come up that 
I cannot respond to, I will turn to them, if you will. 

Distinguished members of this Commission, panelists, guests. Our 
written report is in your hands. What I have to say to you in person 
today deals with the problems still confronting us in delivering health 
care to rural America. 

About 27 million rural citizens live in areas officially designated as 
areas of medical manpower shortage. These shortages exist because 
most doctors do not care to serve people who are poor and who live in 
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awkward places. Part of the problem is that doctors are discriminating 
in where they cho9se ..to practice. But that is only part of the problem. 

The more·pervasive discrimination occurs between doctors in rural 
private practice and minorities who come to them for medical 
attention. It is visible in some places, where an actual wall separates 
white and nonwhite patients in the waiting room. 

It also: manifests itself in the encounter between white doctor and 
black-patient. Time is a vital ingredient in the quality of health care. 
Patients, particularly if they are· poor and suffer language problems, 
need the doctor's time. They need to hear .from the doctor why it is 
important to take the medicine or what side effects to watch for. They 
need advice about diet or habits that may harm them. 

You have all heard about the Medicaid mills that diagnose, 
prescribe; and bill. The patients there may be getting the right kind of 
medicine but'they are not getting the right kind ofhealth care. 

The clinical staffs who man our community health centers practice 
people medicine. They take time to see that the black mother 
understands. They take time to make sure her baby gets immunized. 
They take time to provide pap smears and screen for hypertensio,n. 
They refer patients to the right facility if they need advanced 
treatment or diagnosis. 

This is comprehensive care and all too often minorities don't get it 
outside of the clinics we operate. This is all the more tragic because 
they· need more attention, not less, because p:overty spawns diseases 
and disability. Poor diets, substandard housing, broken homes, and the 
sheer frustrations of life lived under these conditions create ill health. 

Reality is not a happy experience when you are poor, black, and 
suffering the hundred insults of a society that fails to provide jobs, 
decent incomes, and the self-respect that comes with them. That is 
why minorities suffer a disproportionate share of what I call the 
diseases of despair-alcoholism, drug addiction, child beating, suicide, 
and homicide. Small wonder that black life expectancy is 7.5 years less 
than whites; that black newborns have a 50 percent higher death rate 
as measured by those who die in their first year, of life; that studies 
show that when blacks see a doctor, they are quite a bit sicker than 
whites. 

Despite these obvious. deficits in health, minorities do not enjoy 
equal access to health care, even though they need more care. What is 
even wor:se for them, they do not even control the circumstances that 
conspire against them. Mississippi's population is at least 32 percent 
black. But not one black.person sits on the State board of health and 
not one black is a member of the State hospital commission. 

Yet, there ,can be little doubt that the Nation's overall health would 
be vastly improved if our minorities. had an equal voice in the 
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deployment of our health care resources. For example, the Surgeon 
General's Report, Healthy People, points out that America is well 
down the list in some major health indicators among the family of 
nations. Yet, if the health of minorities in America equalled that of the 
rest of our population, we would rank much higher on that list. 

In that same report, the Surgeon General has set forth goals for 1990 
of reduced mortality among infants, young people, and adults. Those 
goals would very nearly have been achieved now if America's 
minorities had the health care enjoyed by others. 

Discrimination and poverty lie at the root of our Nation's health 
problems. That is abundantly clear. It is also clear, as this Commission 
knows, that discrimination is not going to disappear in America by 
wishing it away. There is no magic wand we can wave over the 
problem. 

But we do have a potent instrument for attacking that problem-the 
Federal Government. With this instrument, we can introduce structur
al changes that will place in the hands of minorities the power to shape 
their own destiny in health care. 

Minority peoples need to become a part of the decisionmaking 
apparatus in health care. Part of that apparatus are doctors and health 
care providers. There are all too few black, Hispanic, and Indian 
doctors today. 

Likewise do we need to ensure that minority people are represented 
in the institutions that govern the healing arts professions-hospital 
boards, planning agencies, and professional groups. This will change 
the power relationships, and that is precisely the strategy pursued by 
the programs we administer through the Health Services Administra
tion. It is, in fact, a strategy supported by the Federal laws governing 
these programs. 

The law, for example, requires that half of the members of the 
governing boards that direct policy in each of the 903 community 
health centers we s~pport must be representatives of the community 
being served. If a community is 80 percent black or Hispanic, its 
governing board will reflect that fact. 

These centers enjoy a high degree of patient satisfaction and they 
are providing comprehensive care to the people of the communities 
they serve. By way of direct contrast, consider what has been 
happening with the wave of hospital closings and relocations in urban 
areas this past decade. In 3 years, 1975 through 1977; 231 urban 
hospitals have closed or relocated. These hospitals served surrounding 
areas that were heavily populated by minorities, chiefly blacks. But 
minorities are virtually invisible on the board of trustees in these 
hospitals. 
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The r~sults speak for themselves. One study shows that the higher. 
the proportion of blacks living around a hospital, the more likely it is 
the hospital wilJ eJther close or relocate. Statistics tell that story: In 
neighborhoods with up to 25 percent blacks, only 14.2 percent of the 
hospitals clo~~d between 1970 and 1977. But in neighborhoods that 
were 76 percent Jo 100 percent black, nearly 47 percent of the 
hospitals did ~ disappearing .act. 

Being black and without power means that the hospital in your 
community can close its doors and just go away. Imagine that 
happening in an affluent suburban community. Like it or not, hospitals 
operate on business principles and poor black families aren't good 
business because they can't pay. This means a higher pile of bad debts 
for the hospital and eventual flight. 

This raises a question that we have yet to address in our dialogues. Is 
health care a business or is it a vital human service? And if it is the 
former, can it possibly do justice to its comp~ssionate mission in our 
society? 

I think that we must put a human face on the institutions that 
P!-"Ovide health care. The way to do that, I belieye, is to make sure that 
minorities have a say about the operation of the institutions that 
provide health care to minority peoples. The poor and the forgotten 
must be able to shape their own destiny in health care. They must be 
fairly represented on the governance mechanisms-or those mecha
nisms cannot possibly respond to their needs .. 

Nations that do not have the varied ethnic makeup of ours need not 
consider solutions like this. Our Nation, which does, must. I see no 
other way that is fair, democratic, and in the interests of the Nation's 
h~alth. If minorities have a say in their health care, then the resources 
needed to provide that care will tend to deploy where minorities live. 
Lacking that power, our minorities will continue to suffer chronic 
shortages of health manpower in the communities where they live. 

If a national health insurance. program offering open-door care to all 
were eqa~~ed tomorrow, it would not solve the problems of access that 
minorities face. National health insurance might well worsen their, 
dilemma. Minorities would have a ticket to health care under national 
health insurance, but the resources woulq still be located where they 
could not get to them. 

That's why it is so crucial we continue to expand the programs we 
administer-Community Health Centers, the National Health Service 
Corps, the M~~rant Health Program, the Appalachian Program, the 
Indian Health Service. • 

Qn that ac9ount, we have had excellent support from President 
Carter. In the past 3 years, we have nearly doubled the number of 
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Community Health Centers and we have been able to increase 
substantially the field strength of the National Health Service Corps. 

But medical schools need to do their part too. I believe they need to 
select and inspire more young men and women to seek careers that 
will serve minorities and underserved rural people. We have a 
shortage of medical students in minorities. Not every black or 
Hispanic physician wili go forth to serve people of their minority, but I 
believe enough will to help ease shortages in rural areas and inner 
cities. 

Despite this, the trend shows that there are a lower percentage of 
black medical students now than there were a few years ago. Actual 
numbers may be on the increase, but percentages are on the decline. In 
recent years, the percentage of black and other underrepresented 
minorities being admitted to medical schools has dropped. It never did 
reach the 12 percent goal by 1975 that was sought. If that trend keeps 
up, the doctor shortage will end in this decade for the majority of 
Americans, but it could very well remain in shortage for people who 
are black, Hispanic, or Native American. 

I believe that medical schools have an obligation to train physicians 
for all America. It is a fundamental reason for their existence. They 
have a further obligation to assist in motivating medical students to 
serve in primary health care, where the needs of America's minorities 
are great. 

At the very least, the medical school experience should not serve as 
an active discouragement to students who want to practice primary 
care medicine in underserved communities. 

Yet, the evidence we have shows that this is exactly what has been 
happening. One study which followed the career preferences of 
medical students over several years found that only half the students 
who came into medical school wanting to practice primary care still 
wanted that after their fourth year, while hardly any who were 
originally interested in another field ofmedicine switched their interest 
to primary care. With influences like that at work, what chance do we 
have of creating enough physicians to serve in primary care in rural 
America? 

This influen~e is at work even among the students whose tuition the 
Federal Government pays in return for periods of obligated service 
with the National Health Service Corps. For example, five medical 
schools today have a student body made upof more than 20 percent on 
Corps scholarships. Twelve medical schools have somewhere between 
10 percent and 20 percent of their students on these scholarships. 

Yet, these students arl being educated in an environment that may 
be actively discouraging them from pursuing their Corps ·commitment 
beyond its obligated period. If so, we stand less of a chance that those 
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future physicians will stay on in underserved areas. Yet that is the 
purpose of the legislation creating the National Health Service Corps. 
Congress wanted to create a mechanism that would attract physicians 
and other health care professionals to lifelong careers among the 
medically underserved. 

Most medical schools are focused on the cure of disease today and 
upon biomedical research. This produces physicians in the subspeciali
ties and it produces researchers, neither of whom find their workplace 
in ghettos, rural outbacks, and Indian reservations. Surely the places 
where we train tomorrow's doctors can open its selection process and 
its curriculum to accommodate young men and women who will serve 
in these places where they are so desperately needed. 

Meanwhile, until we change the basic dynamics, we will continue to 
suffer shortages of doctors in rural America and in places where a 
preponderance of minority peoples live. This is an issue of pressing 
importance and one to which this Commission might address itself. 

I would like to turn riow to the health problems of another 
minority-Native Americans. There are about 777,000 Indians living 
on or near reservations in traditional Indian country, such as 
Oklahoma, where I once served. 

Twenty-five years ago, the Indian Health Service (IHS) was a small 
program providing only acute care to the desperately ill. It has come a 
long way since then, both in terms of service and in sensitivity. A few 
decades ago, the IHS was administered like a colonial office
providing service to passive recipients of whatever care the Federal 
Government chose to provide. 

All that has changed under the impetus of two laws enacted this past 
decade, the Indian Self-Determination Act and the Indian Health.Care 
Improvement Act. These laws vest with the tribes of America the 
power to plan the direction, style, and delivery ofhealth care provided 
to Indian peoples. This offers yet another example of how we must 
change the power relationships if we want to introduce real change 
rather than mere token gestures. 

The status of India,n health has steadily improved over tne years, but 
problems in Indian health still reflect that the overall caliber of health 
care must continue to improve. The death rate for Incjians is still 1. 1 
times as high as the infant death rate for the general populace. The 
death rate for Indians as the result of alcoholism is about five and a half 
times as. high. And many Indian homes still lack modern systems for 
solid waste disposal and an adequate supply of pure drinking water. 

Financing ,problems also exist. The Indian Health Service has had 
trouble getting adequate reimbursement from Federal entitlement 
programs, even though it is entitled to receive monies from State 
Medicaid agencies for providing health services through its facilities to 
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Indians eligible for Medicaid. States have been unwilling to reco~ize 
Indian Health Service facilities for physician re_imbursement. We are 
working now with the Health Care Financing Ad~inistration to 
correct this problem. 

Typical of these problems is the refusal of the; State of Arizona to 
pay for care provided to Indians served in the Arizona Preemie 
Program for high-risk premature infants. Arizona's .position is that thy 
cost of medical care provided to Indians is solely a Federal responsibil
ity. We maintain that Indians have the same constitutional right of 
equal access to this program as other citizens of Arizona. 

Because of this impasse, we have refused to reimburse providers of 
preemie services until Arizona agrees to pay its sh~re of the c9st. This 
matter may come to a head because the Departmenrs Office for Civil 
Rights supports our position. It may issue a letter of findings to 
Arizona before long. In the meantime, the Public Health Service has 
agreed to ease providers' cash flow problems by paying 75 percent of 
their billed charges, pending a final outcome. This way, providers of 
care will be paid while the civil rights issue is purs6ed through legai 
channels. 

Meanwhile, we still have a doctor shortage in the Indian Health 
Service. We believe that this shortage could be eased if more yourtg 
people from the tribes are provided with special opportunities t'o 
become physicians or other health care professionals. More Indian 
doctors and nurses would then serve as models for Indian young 
people to consider becoming doctors themselves. 11 

We also get complaints from some tribes about problems of cultural 
insensitivity to Indian customs and practices. Our response is to 
request the tribes to provide their own orientationrrfor new doctors 
who arrive on the scene. Some do and some don't; in any case, this is 
the tribes' 'option. All we can do is to provide the resources for these 
sessions. In fact, most of the tribes' complaints to us center around the 
need to keep what doctors they have, regardless of their race. 

The Indian Health Service provides environmental sanitation 
services that are assisting more and more Indian villages to acquire 
decent sanitation facilities and pure water. Our people work closely 
with tribal chiefs in the planning and design of these facilities. But 
there are environmental problems that lie beyond our jurisdiction. 

No one thought, for example, to consult the Indian people living 
around the Prairie Island Nuclear Power Plant before that plant went 
into operation or was built. Federal authorities just ,gave a go-ahead, 
an action that would be unthinkable if the siting of a nuclear plant 
were being contemplated in an area populated by white citizens. 

When an accidental venting of radioactive steam occurred last year, 
the Indian tribe wasn't even notified by State and local authorities. 
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Only when our Indian Health Service people learned of the problem 
were the Indian people notified. We then served as advocates for the 
Indians in trying to develop a responsible emergency plant that 
included the Indian community involved. 

The same kind of heedless action was demonstrated in the case of 
Navajos hired to work in the uranium mines of Arizona and New 
Mexico. The knowledge that radiation exposure causes cancer is 
centuries old. Yet Navajo workers were sent to work these mines 
without proper safeguards, and as a result, some may die of lung 
cancer. Where were the Federal agencies responsible for the safety of 
uranium mines? 

Tailings from these mines were deposited for 15 years around Indian 
dwelling places, without so much as a by-your-leave. In spite of urgent 
pleas by the staff of the Indian Health Service, the Federal agencies 
responsible took no action. 

We are now investing money to stabilize these tailings and move 
people out of dwellings with high radiation counts. The major 
uranium tailing piles have been identified and cost estimates provided 
under provisions of the Uranium Mill Tailing Act. We still have 
additional samplings and studies to make in order to identify several 
small mining operations and fully evaluate any health hazards. 

This concludes my remarks, but I cannot end this report to you 
without mentioning several laws that have an impact on rural 
underserved peoples and minorities. 

One is the National Health Planning and Resources Development 
Act which aims a~ creating a network of health planning and re~ources 
development agencies at the regional' and State levels. That law 
requires that no less than 25 percent of the allotments to the States for 
medical facilities .Projects be used for outpatient facilities to serve 
medically underserved people and that half those allotments be 
invested in medically underserved rural areas. 

A second law with far-reaching potential for the rural underserved 
is the Rural Develqpment Act of 1972. It requires that goals be 
established for rural development that include employment, income, 
housing, the quality of community services, and facilities. This law will 
have a decided impact on the health and quality of life for rural people, 
who are seriously affected by disease, inadequate shelter, bad water 
supplies, and substandard sewage systems. 

It calls for strengthening primary and preventive care by integrating 
services in rural areas. By pulling together manpower, support 
services, facilities, and technical expertise at the local level, this law 
seeks to create an independent, self-sustaining capability in health care 
in·rural areas. 
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The Health Services Administration and its. far-flung facilities in 
rural areas-detailed to you in our written• report-will have an 
important role to play in developing this capability. By making our 
resources work together and by joining·them with an increasing level 
of State and local resources, we can make, t~ngible progress in 
providing comprehensive and compassionate care <:;to minorities- and 
others living in underserved rural areas. 

To many Americans, the health problems of minorities in rural 
America are invisible, but I have spent years of my life there and in the 
inner-city ghettos ministering to human need; and to me, these people 
are not invisible. The vivid memories of those years are with me each 
day, as I carry out my responsibilities as Director .of the one agency 
created to alleviating their plight. The members of this Commission 
are in a position to give voice and visibility to that plight. You are the 
vested conscience of America and we look to you. 

Poverty and discrimination in America will retreat when we change 
the structures that support and perpetuate it. Only the Federal 
<;}overnment is capable of changing those structure's. That is why the 
recommendations you will make are so crucial, and why I conclude 
my remarks today by offering the members .of this Commission my 
support and best wishes in the agenda before it. We have an unfinished 
agenda ahead of us in health care and you are at the cutting edge of it. 

Thank you. 
COMMISSIONER SALTZMAN. Mr. Belinda has been director of the 

National Indian Food and Nutrition Resource Center since 1979. This 
agency is responsible for ensuring effective implementation of Federal, 
State, and local food and nutrition programs for American Indians and 
Alaskan Natives. 

Between 1976 and 1979, Mr. Belinda was executive director of the 
National Indian Health Board, Inc., responsible for coordinating 
functions related to health areas of Indian affairs, specifically pro
grams, delivery systems, manpower, evaluation, health planning, and 
legislation. From 1973 to 1976, he served as national director of the 
Native American Legal Defense and Education Fund, Inc. 

Mr. Belinda has also served as project consultant to the Institute for 
the Development of Indian Law and as a member of the Indian Rights 
Committee of the American Civil Liberties Union since 1973. He is a 
member of the Kiowa Tribe, from which he· has received honorary 
awards. 

Mr. Belinda received a B.S. degree in biology from Central State 
University in Edmond, Oklahoma, and has participated in the 
executive program of the School of Business Administration at the 
University of New Mexico. 

Mr. Belinda, would you begin. 
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RESPONSE OF JOHN BELINDO, DIRECTOR, NATIONAL INDI
AN FOOD AND NUTRITION RESOURCE CENTER 

MR. BELINDO. Mr. Chairman and other members of the Civil Rights 
Commission and Dr. Lythcott, I want to thank you for this 
opportunity to respond to Dr. Lythcott's paper. First of all, I would 
like to clarify the issue of the American Indian population. This seems 
to be very critical to American Indians and Alaskan Native people. 
Presently, we have to base our population figures on the 1970 census. I 
believe there are some modifications with respect to those population 
figures as given in health plans which have been submitted by tribes to 
be acted on by Congress this year. We hear that the 1980 census will 
be an accurate, quantitative measurement of the Indian population of 
this country. But today the American Indian population is often 
discussed in terms of the following broad demographic groups: They 
are the reservation Indians, consisting of an estimated 400,000 
American Indians who live on the areas commonly referred to as 
federally recognized reservations; the largest population of reservation 
Indians is located in Arizona; rural Indians, consisting of an estimated 
300 American Indians who live near, but not on, the federally 
recognized reservations and in other rural areas; and urban Indians, 
consisting of an estimated 300,000 American Indians who live in or 
near various urban centers. The largest urban Indian populations are in 
Los Angeles, Tulsa, Oklahoma City, San Francisco, and Oakland. 

When we discuss the rural health care delivery system or the 
Federal role in ·delivering rural health care medical services, I .think 
this Commission has to see the recipients of those services in these 
three categories,-either as reservation Indians or rural Indians or 
urban Indians. 

I believe many of these initiatives which are a part of the Bureau of 
Community Health Services are those programs that relate most 
effectively to Indians. These are the National Health Service Corps 
and the Community Health Centers. Those two programs are 
impacting upon Indian populations across the country. The reason for 
this is that the Indian Health Service takes the position that they are a 
residual provider of health services to Indian people, whereas in many, 
many cases, Indians see the Indian Health Service as the primary 
provider of these crucial services. 

I know that before the Indian Health Care Improvement Act was 
passed on September 30, 1976, the urban Indians were a totally 
forgotten segment of our Indian population. None of the federally 
sponsored programs were made available to the urban Indian popula
tion. Consequently, a lot of Indians were terribly disappointed by 
having to make the transition from a reservation or rural life style to an 
urban life style. Now, with the Indian Health Care Improvement Act, 
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which makes monies available to urban Indians concerns, the health 
problems of urban Indians are beginning te .surface as very critical 
issues. 

I believe any time you discuss a rural health initiative, it must apply 
to the reservation Indians, as well as to the rural Indians. I think that 
there are other programs within the Bureau of Community Health 
Services that have relevance to Indian populations. I can get that 
information for this Commission through the Indian Health Service. 

I think another important part of Dr. Lythcott's presentation is 
minorities, especially Indian minorities who have a very difficult time 
participating in the decisionmaking process. Participatory democracy 
has only come about for Indian people during the last 75 years. I will 
not take the time this afternoon to draw a historical perspective for this 
Commission. But Indians are just beginning to flex their muscles in 
terms of utilizing actions furnished by Congress to lay down methods 
of self-determination within the Indian community. Some of those 
h1struments which Indian people are fortunate to have are the Indian 
Health Care Improvement Act, mentioned previously, and the Indian 
Self-Determination Act, which was passed 5 years ago. These two acts 
provide the leverage that Indian people require in assuming manageri
al responsibilities, not only for their health care programs, but other 
developmental activities which could raise the level of the individual 
within the community and, subsequently, the developmental level of 
the tribes within the various States. 

So whereas; Indians have had a very difficult time<;in gaining access 
to participation of these programs, we do now have instruments 
furnished to us by Congress which make it somewhat6easier. 

Also, another aspect of Dr. Lythcott's paper, which I thought was 
very interesting: "Is health care a business or a vital human service?" I 
think that health care in the sense of the Indian care delivery system is 
a vital human service. We have experienced some.problems in dealing 
with health systems agencies because of the tribe's own unique, 
planning processes. Indians feel that there should be a separate 
planning process apart from the health systems planning process that 
are utilized in the various States by HSAs. 

We are hoping that if health systems agencies or a creation of 
statewide health systems planning mechanisms do arise, that Indian 
people will feel a part of that. We are not too sure about national 
health insurance. We feel if this country decides to develop and 
implement national health insurance legislation, we would strongly 
defend the ongoing Indian health care delivery system we have access 
to now. 

Another interesting point of Dr. Lythcott's paper is the remarkable 
shortage of minority medical students. Two years ago, I was chairman 
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·of a study group that studied the feasibility of an American Indian 
School of Medicine provided under Title VI of the Indian Health Care 
Improvement Act. In that particular study, we found that Indian 
medical students or Indians desiring a medical education wanted their 
own separate institution because of cultural barriers, because ·of a 
feeling of isolation, and because of other medical institutions which 
were seemingly insensitive to the needs of Indian medical students. 

We also felt that the Indian medical student is often largely 
forgotten. In my discussions with them, they felt that a separate 
institution would meet their needs. However, when this report was 
turned over to the Secretary of Health, Education, and Welfare, his 
recommendation to the United States Congress was that we come up 
with alternatives to an American Indian School of Medicine, rather 
than having Congress set aside appropriations for a separate institu
tion. 

Dr. Lythcott made references to the State of Arizona refusing to 
pay for a program because they felt it was a Federal responsibility. 
That is not an isolated case. There are other States reporting that 
attitude. We are also very aware of the acute environmental issues 
described by Dr. Lythcott, namely, the Prarie Island case and the 
nuclear waste contamination problems that the Navajos in New 
Mexico are having at this time. 

I feel once again, in summary, when we examine rural health care 
delivery for Indians and Alaskan people, we have to usually go 
through reams rand reams of various congressional acts applying to 
that delivery. Hopefully, with the cooperation of the Indian Health 
Service, tribal .governments, and the Indian organizations, we can 
improve access to rural health care for American Indian people. 

Thank you very much for this opportunity. 
COMMISSIONER SALTZMAN. Thank you, sir; 
Next is the respondent, Ernesto Iglesias. Mr. Iglesias has served as 

the deputy director of the Rural Health Division in the California 
Department of Health Services since May 1979. He is responsible for 
planning, organizing, and directing the activities of that division, 
including the development, implementation, and maintenance of 
primary care and public health care services for individuals in rural 
areas of California. 

Prior to becoming deputy director of the Rural.Health Division, Mr. 
.Iglesias served in a number of positions related to the administration of 
health care services, including 10 years of work in rural mountain 
communities of New Mexico. 

During the past 10 years, Mr. Iglesias has been a consultant for 
private and community nonprofit organizations' clinics in rural areas. 
He also has given lectures for the following organizations: University 
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of California, San Francisco Medical School, Community Clinics; 
University of California, San Francisco, School of Nursing, Communi
ty Clinics, Health System Agencies; California Mini-Corps, Rural 
Health in California; Migrant Education-Health component, "Coordi
nation of Rural Health Services; Chicano Health.Institute of Students, 
Professors and Alumni, Rural Health and Politics, Tax Initiatives 
(impact on Raza health programs). 

Mr. Iglesias. 

RESPONSE OF ERNESTO IGLESIAS, DEPUTY DIRECTOR, 
RURAL HEAL TH DIVISION, STATE OF CALIFORNIA, DE

PARTMENT OF HEALTH SERVICES 
MR. IGLESIAS. Distinguished Commissioners and guests, I have a 

feeling that the Commission planned this audience to be sparsely 
populated to reflect the rural areas. A few in number, but high in 
quality for sure. 

I want to thank you for allowing me to share my thoughts and 
concerns about the quality of health care in rural .areas. I prefer to 
discuss the specific issues raised by the Commission within the context 
of Community Health Clinics. I believe it is necessary to take into 
account at least the following points when responding to the issue of 
whether the scope of services afforded by the primary care provider is 
sufficient to assure both a full range of preventive and treatment 
services. 

A major dilemma for rural clinics is the historical rscarcity of funds 
and health professionals,"- as has been eloquently stated by Dr. 
Lythcott. The major population shifts from urban toirural areas in the 
seventies places more of a strain on the rural health resources 
currently existing. Because of the population shift, efforts are being 
made,by all governmental levels to channel more resources into rural 
communities. 

We must put more of our energies into coordinating these efforts to 
make the resources and avoid duplication. There is an increase in the 
number of individuals attracted to rural areas to live alternative life 
styles. Also, more people are retiring in rural communities who must 
depend on re.sources that may not be sufficient for their needs. 

Public health departments are also a victim of scarcity of resources. 
They have difficulty in meeting the increased demand for services 
while experiencing more of an economic pinch. Not only are urban 
hospitals closing, but so are rural hospitals. It is essential for Federal, 
State, and local agencies to refine methodologies used in. determining 
underserved areas. For example, in rural areas, there is a dispropor
tionate number of retired physicians. While they have retired from 
practice in urban areas, they decide to open up a practice and have 
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office hours 2 days a week in a rural community. When people go 
around counting physician ratios to population, those 2-day-a-week 
physicians are included. What that does, as you can guess, is it presents 
a distorted picture of physicians to population ratio. That is a serious 
situation. What happens is that it has a negative impact on the 
decisionmaking.process to allocate resources, which results in a form 
ofdiscrimination. 

There is also an increase in the number of individuals attracted to 
rural areas who, for reasons other than the desire to be in quiet areas, 
want to experiment with the different ways of living, as I indicated 
earlier. 

The consequences of that is their styles of life are not in conformity 
to the "accepted mode of living." This puts a strain on the Public 
Health Departments because the sanitarians can't go in and claim that 
the tent is unsafe and a hazard to the health and welfare of the 
individuals, because they are on private property. 

Another factor of health care services requiring attention is the very 
critical issue of acceptability. You often hear other criteria, such as 
scarcity of physicians, facilities, and availability, but acceptability is 
very critical for individuals who happen to be American Indians or 
Hispanics, especially farm workers . 

In general, I believe it is safe to say community clinics, through the 
efforts of Federal, State, and local governments, have made an 
improvement in the health status of rural residents. If these clinics are 
not actually doing it, they have the potential and intent to provide 
services which assure both a full range of preventive and treatment 
services in rural communities. Much work, however, remains to be 
done in assisting clinics, as well as public health departments, to 
improve on this issue raised by the Commission. 

I think we also have to look at the overall improvement of 
community health and socioeconomic status of individuals living in 
rural areas. We cannot look at health in a vacuum. These clinics assist 
in drawing attention to health and safety hazards in a community and 
contribute to their resolution. 

Another issue raised by the Commission is whether the system 
follows a protocol of their efficacy and safety. From a rural 
co~unity clinic perspective, it is important to consider the evolu
tionary process clinics go through and the state of the art of quality 
health care evaluation. 

Dr. Lythcott mentioned earlier, or asked the question, is health 
service a business or is it a service? Unfortunately, funding agencies 
too often, without thinking about it, come up with ways of treating 
clinics as a business. In meetings, you o(ten hear reference made, "I 
don't know if that is a good investment. We are spending too much 
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money there, and we are not getting our money's worth." Certainly 
one can understand that, but that kind of talk leads •to another barrier 
to understanding the evolution of cltnics. That is, ·the insistence of 
some funding sources on treating clinics in the linear planning mode, 
which you really cannot do in health care. Funding agencies-both 
public and private clinics must meet minimum standards of quality and 
productivity. 

In addition, clinics are required to employ staff qualified to provide 
the services. We have to admit that funding agencies ,are struggling 
with the conflict between productivity and the demand of quality. 
Some providers interpret quality to mean one patient per hour. That, 
of c0urse, equals not a very cost effective way of providing services. 

A brief description of the evolutionary process of clinics is what I 
wish to present now. The planning and development phase is really a 
critical part of the community development. This phase usually 
includes organizing the community, writing the proposal, obtaining 
funds, and, a very important part, board training. 

The implementation phase is just as important as the planning and 
development phase. It is at this point when the clinic experiences its 
growing pains and learns how to respond to both the funding 
requirements and demands of the patients. 

The realities of obtaining qualified staff and keeping them must be 
dealt with at this stage of clinic development. In some rural areas, it is 
easy to attract them because maybe it is located next to lakes or ski 
resorts, but then the clinics cannot pay the $4S,OOO that some 
physicians would like to have. A salient reality clinics must deal with is 
the requirement funding agencies place on clinic&. That is, self-
sufficiency within a given period of time. ~ 

Because many clinics service low-income people, I, for one, contend 
that the self-sufficiency requirement is, at this point in the history of 
health services, unrealistic, with all due respect to my boss and other 
people who make these demands on clinics. 

Another issue in the evolution of clinics is the state of the art of 
quality evaluation. The art is such that most clinics and funding 
agencies are not satisfied with the existing evaluation tools. A major 
barrier to development of this tool is the difficulty of quantifying 
qualitative outcomes. That is just a general overview of the rural 
health situation. 

I would like at this point to. focus on farm worker realities. Some 
points that I want to make are: There is a need to identify and 
conceptualize the principle policy forces which play a role in 
generating resources and in implementation of resources to farmer 
populations; service delivery styles and patterns must be adapted in 
order to expand primary care services to farm worker populations in 
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existing target areas and to expand services to other target areas for 
farmers. 

The impact of service overlaps from various departments must be 
realizec;_l. Available program resources can be optimized through the 
interagency agreements, as exemplified with the interagency agree
ment between health services at the Federal level and the Farmer's 
Home Business Administration. 

In California, we are attempting the same .thing. California is one of 
the few States, if not the only State, that is funding community clinics 
directly. We want to enter an agreement whereby community clinics 
can make the loan for facility development. 

Historically speaking, a variety of factors have led to and reinforced 
the categorical and piece-meal approach to the problems of farm 
workers. The following combinations are the primary elements of the 
policy enforcement of farm workers which have dictated the piece
meal allocation of resources. 

I think, without malice intended, many of the funding agencies do 
not take the following factors into account. That is, the historical 
factors. How did people get interested in farm workers? One of the 
underlying modus operandi, if you will, of thinking and looking at 
farm worker issues is the sympathy factors or, as some people call it, 
the missionary factor. 

Since the mid-sixties, the visibility of the United Farm Workers 
Union and its struggles have served to thrust the plight of farm 
workers into theJ.national limelight. This brought about a lot of liberal 
support. Very conscientious individuals have tried to help improve the 
plight of farm wprkers. Hence, the label of the missionary approach. 

The inability of public policy makers to define farm workers as an 
occupational or sociocultural cluster is a critical factor and contributes 
to discrimination against farm workers. I wish to suggest that the 
Commissioners put a 1c:,t of emphasis in looking at farm workers, not as 
a minority, but as an occupational cluster. That is what we are trying 
to do in California. 

The factors I have mentioned, or more often a combination of 
factors I have mentioned, have sponsored concepts regarding farm 
workers and their needs. I think it is important for all of us to begin to 
change the way that we look at things. 

The challenges we face are enormous. One area is research. I think it 
is important to note thi?,t too often when we hear statistics such as farm 
workers' life expectancy is 49 years of age, that the American Indian 
suicide rate is.four times the national average, especially among young 
males, you don't see that too often. What do they mean? 

I think we have to really develop a method of addressing what those 
things mean. Suicide is a real strong statement to make. Young males? 
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Four times the national average? That is pretty heavy duty, as people 
are prone to say in some areas. 

I want to thank you all for allowing me this opportunity. I wish all 
of us good luck in this horrendous task in addressing these problems. 

COMMISSIONER SALTZMAN. Thank you. \ 
Next we have Dr. Aaron Shirley. Dr. Aaron Shirley has been the 

project director for the Jackson-Hinds Comprehensive Health Center 
since 1970. The community health center serves 22;000 residents of the 
city of Jackson, Mississippi, and rural Hinds County. 

Dr. Shirley has been involved with rural health care since the late 
1960s. In 1967-1968, he was the director of the Mississippi Action for 
Progress, which provided health and education services to 6,000 
children in rural Mississippi. From 1968 to 1969, he was a clinical 
pediatrician for Tufts Delta He~lth Center, which was a comprehen
sive rural health project serving 28,000 people in the Mississippi Delta 
area. Dr. Shirley continues to serve on a number of committees and 
advisory boards concerned with health care, including: chairperson of 
Health Task Force, Southern Regional Council; Advisory Board ·of 
the Rural Practice Project, Robert Wood Johnson Foundation; 
National Health Insurance Advisory Committee, Department of 
Health, Education, and Welfare; Select Panel for Promotion of Child 
Health, Department of Health, Education, and Welfare. 

In 1976 Dr. Shirley received the Charles Caldwell Award for 
Community Services, Jackson, Mississippi, and the Citizenship Award 
for Outstanding Health Service in 1970 from Omega Psi Phi Fraterni
ty. Dr. Shirley received a B.S. from Tougaloo College in 1955 and his 
medical degree from Meharry Medical College in 1959. 

Dr. Shirley, would you take the mike, please. 

RESPONSE OF AARON SHIRLEY, PROJECT DIRECTOR, 
JACKSON-HINDS COMPREHENSIVE HEAL TH CENTER, MIS

SISSIPPI 
DR. SHIRLEY. Commissioner, Dr. Lythcott, and guests, lam indeed 

appreciative of the opportunity to come before you and present briefly 
my views on the problems of rural health delivery in our community. 
More specifically in a certain region, the South. 

As a practicing physician in the State of Mississippi for the past 20 
years, I have been keenly aware of too many ofthe problems of health 
care delivery in the rural South. I would speak specifically of this 
region. 

Large numbers of people in this area have historically been denied 
access into the traditional medical services system. This fact makes the 
Health Services Administration's programs described by Dr. Lythcoh
even more important. Poverty, race, rural residence, and 'hostile 
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enyironmental comJitions have proven to be very strong and powerful 
b~rriers. 

Over 10 ~jllion p~ople, 20 percent of ~l of those living in the 11-
State South, have incomes below the Federal poverty level. Twenty 
percent of the population is nonwhite. In Missil!sippi it is 37 percent. ln 
four deep Soutll, .States, h~lf of the people live in rural areas. In five 
Sb:!tes, over a thii;d. In nine States, the percentage of dwellings lacking 
some or all plumbing facilities is twice the national average. Each of 
these factors is interrelated, and the combination of these barriers has 
had 3r definite impact on the health levels within the region. 

Tiiis is especially true of minorities anq the poor1 Some leading 
indicators of health status reveal that rural sout~!:lfllers have poorer 
health levels than other citizens and therefore a greater need for a 
wider range of health services. Infant morFUity rates in the South are 
much higher than other areas of the country. General death rates are 
22 percent higher-65 percent for infant mortality among blacks, 
higher than among whites. General mortality rates are higher with the 
greater incidence of poverty. 

The rural South has greater incidence of accidental deaths, more 
disability, and more chronic conditions than do citizens of other 
regions. Clearly, the Health Services Administration programs serving 
rural Americans are alleviating many of the barriers inherent in the 
Nation's health delivery system. These programs have proven effec
tive against the barriers of poverty and morality, where they have 
been implemented in accordance with appropriate Federal regulations 
and guidelines. 

However, the barrier of race is still t_he single most influential factor 
affecting access and, ultimately, health status among blacks in my 
region. The discriminatory practices among private health providers, 
partigularly in the most rural areas, such as separate waiting rooms and 
different office hours, are COIIJ.mon. Black patients also receive poor 
quality care from some rural providers. We have had elderly patients 
come to us for the first time where they had been previously receiving 
their care from private white physicians. They had been surprised 
when we asked them to undress in order that we can give them a 
physical examination. This is especially inipoi;tant since black consum
ers have few, if any, options among medical care providers in many 
rural se~~ings. 

DiscriIIJ.ination is not restricted to the private sector. In addition to 
the blatant example cited above, there is more subtle, but equally 
damaging, discriminatory programs among public supported programs 
d·esigned to ·provide services to the poor. If left unchecked, it will 
destroy the, effectiveness of the Health Service:$ Administration 
pro~ram. 
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These programs involved in health planning and financing could 
hold the key to continued existence and effectiveness in community 
health centers. As stated by Dr. Lythcott, the State Health Planning 
and Developing Agencies (SHPDAs) play a major role in designating 
areas medically unserved and thus eligible for community health 
centers and funding. 

·The nature of these should reflect the makeup of the State. There 
are serious faults which allow an all-white SHPDA to exist where the 
population is 40 percent black, especially where blacks represent this 
popQlation and are affected by rising health care costs and maldistribu
tion of health care providers. It is not a secret that where discrimina
tion begins on boards and commissions, discrimination will follow in 
program development and allocation of resources. 

The Mississippi SHPDA has been living proof of this. Discriminato
ry practices in agencies dealing primarily with financing is also a great 
barrier. A case in point is the distribution of the Mississippi Medicaid 
dollar. When we look at the distribution of the Mississippi Medicaid 
dollar, we find something very interesting. It is a fact. The potential 
problems to be caused are tremendous. Whereas whites comprise only 
25 percent of Medicaid recipients in the State of Mississippi, they 
receive 50.2 percent of the Medicaid dollar. That is $3 for every $1 for 
blacks. As medical care costs have increased and restrictions placed on 
Medicaid expenditures, areas in which services are cut are those areas 
primarily ofbenefit to blacks. 

In the case of Medicaid, that is physician services, dental services, 
prescription drugs, and outpatient care. When we take into account 
the limited resources of the rural program in the South, we can see the 
adverse impact of this attitude on the part of Medicaid. Half of all poor 
children in the Nation are covered by Medicaid. In Alabama, 
Arkansas, Louisiana, Mississippi, South Carolina, and Texas only 1 
poor child in 10 receives Medicaid benefits. 

Since rural health initiative programs have limited funding and rely 
primarily on Medicaid for third-party revenues, any cutback for 
reimbursement for medical services, prescription drugs, eliminates the 
ability to service those poor persons in our region. That means no 
service for 9 out of 10 poor'Persons needing it. 

In order to make the Nation's system respond to the health needs of 
all southerners, widespread changes must be made in health planning. 
These must be in constructive health care planning and financing. The 
delivery of health care services has been mentioned byjDr. Lythcott. 
In view of his statement and his own experience, I recommend that the 
following components should be mandatory with any attempt for 
delivery ofhealth services in rural areas. 
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First, rural health planning should be especially concerned with 
environment health and preventive medicine. It is not at all clear that 
the private medical profession can or whether it would provide the 
leadership for environment health intervention for the poor. 

The strengthening of the board of directors would ensure that 
medical practitioners would be considered with environment health 
problems, substandard housing, inadequate waste disposal, and the 
like. Community outreach programs and transportation and improved 
access to medical care-these services cost money. 

Since it is desirable to provide. environmental, as well as services for 
health care, these services should be borne by the public. Expenditures 
make the medical costs of medical care higher than the case that if 
only traditional medical care is provided,.these prove cost-effective in 
the long run. 

An essential component is comprehensive ambulatory care. Special 
attention should be given to meeting the dental care and mental health 
needs of rural people. Rural areas have a higher population of elderly 
people and incidence of chronic conditions and confining to bed is 
greater in the rural South than in other areas. 

·Emphasis on home health services which provide qualified nursing 
care to homebound elderly is important in this area. Attention to the 
nutritional needs of rural southerners, particularly children, should be 
a part of the health system participation in the Federal program and 
nutrition, consequently, should be encouraged. 

Because of low educational levels, many men in rural areas are 
unfamiliar with health habits. Visual aids should be a part of this. 

Finally, the problem, reputation of user, including planning, financ
ing', resources, allocation, and policymaking, must be assured at the 
Federal level. Responsible Federal authorities must act swiftly and 
'decisively when it is determined that the full rights of minorities are 
being denied. 

Thank you for this opportunity to present my views on the problems 
of rural health in our southern region of this country. 

Discussion 
COMMISSIONER SALTZMAN. Thank you, Dr. Shirley. Thank you to 

each of you who responded to Dr. Lythcott. I am going to ask my 
colleagues at this point to present their questions. We will start with 
~rs. Ramirez. 

CoMMISSIONER-DESIGNATE RAMIREZ. I was interested, Dr. Shirley, 
•in.how a program like the Head Start Program, which delivers health 
services to children in Mississippi, whether it was receiving the 
support of agencies which are supposed to provide health services to 
poor children and to the degree that it was to your satisfaction. 
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DR. SHIRLEY. The Head Start children are receiving full support 
from those agt::ncies where those agencies are in place. However, in 
many areas in Mississippi, there are no publicly funded facilities for a 
direct delivery of health care. In this instance, the Head Start Program 
relies on the private sector. It is there where problems exist. Many 
private physicians will not participate in the Head Start Program by 
providing health service. 

COMMISSIONER-DESIGNATE RAMIREZ. Is that because of the race 
issue involved or the payment? 

DR. SHIRLEY. Primarily the race and the mechanism of payment. 
Most of the Head Start children are on Medicaid. Head Start programs 
cannot spend Head Start dollars for health services for children who 
are on Medicaid. Only one physician in three will participate in the 
Medicaid program. 

COMMISSIONER-DESIGNATE RAMIREZ. You are saying one private 
physician will participate in Mississippi out of the three? 

DR. SHIRLEY. Yes. 
DR. LYTHCOTT. That is about the national average. 
COMMISSIONER SALTZMAN. Dr. Flemming. 
CHAIRMAN FLEMMING. Dr. Lythcott, we appreciate very much the 

presentation you made. You identified important issues. You have had 
a good deal of experience with Title VI as it relates to the delivery of 
health services, not only in the rural areas, but the Nation in general. I 
was wondering whether you would share with this Commission some 
of your observations relative to the way in which Title VI has been 
used in connection with the observations that you have been able to 
make. 

You did refer to the fact that you felt that guidelines on Title VI 
were somewhat deficient in that they ignored the staffing problem. We 
received testimony this morning to the effect that no guidelines have 
been issued on Title VI since 1969. We were told there are 11 sets of 
guidelines now in the process of being considered within the 
Department at various points and that the expectation or the hope is 
that they will be issued at least as proposed guidelines or regulations 
by the end of the year. 

As you can appreciate, the Commission is very much interested in 
Title VI. We have been very much concerned about the effect of Title 
VI in connection with the delivery of health service. We would be 
delighted to get your observations. 

DR. LYTHCOTT. I am not as familiar as I might be with Title VI. I 
have read it. I made the statement that it seemed to me to be the 
vehicle that might indicate what kinds of relationship should exist 
between boards of public institutions that receive Medicaid/Medicare 
funding and the communities they serve. 
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I am going to do what a good quarterback does. I am going to throw 
the ball to my tight end or wide receiver and ask John Marshall to 
respond to that. As ·Deputy Director of the Community Health 
Services, I think he might have a more basic understanding of the 
relationship ofTitle VI responsibilities and so forth. 

MR. MARSHALL: I think one of the problems that causes us some 
difficulty in this area is that Title VI, basically, operates as it is 
structured and implemented, to provide a remedy when discrimination 
has been demonstrated. There are so many areas where that becomes 
the active issue, not enough attention can be given under the title to 
serving as a preventive thing. 

I think that as a functional thing is probably easy to understand. The 
number of areas in which discriminatory patterns can occur is so 
broad, if you attempted to anticipate each in the statute, you would 
have a statute .running on forever and probably be unenforceable, 
given its details. 

It would be found to have contradictions. Title VI does not 
explicitly anticipate all areas where there can be discrimination. The 
kinds of things we are dealing with, and Dr. Lythcott made reference 
to in the statement, are situations where not because there is any 
deliberate intention to deprive people of representation or participa
tion in setting a policy but because that is the way it has happened. 

Unless somebody comes out and attempts fo demonstrate there has 
been an overt and deliberate pattern, nothing much happens. So, what 
we are handicapped by is the lack of an affirmative action part that 
anticipates in these areas. 

CHAIRMAN FLEMMING. You feel that if there was vigorous 
enforcement ofTitle VI that, in and of itself, would begin to serve as a 
preventive factor as far as discrimination is concerned? 

Let me be specific. You do have responsibilities as far as the 
community health centers are concerned. In connection with commu
nity health centers, have there been charges in connection with 
operation of any of that of a violation of Title VI denial of access to 
services on the basis of race? If such charges have been filed, have they 
been pursued? If they have been pursued and the charges have been 
substantiated, has any effort been' made to take action against the 
community health clinic that engaged in the discriminatory practice? 

DR. LYTHCOTI. Let me begin responding. I have been here 2-1/2 
years and while I don't claim to know every detail of this kind of 
activity, litigation if you will, that occurs in every agency and bureau, 
I would feeL comfortable in saying that in my tenure here such 
instances have not occurred. I could not see how it could occur when 
one considers that our clinics are· ·built on the basis of community 
desire. 
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First of all, there is a need and desire by the community. Not only 
do they support these centers, but actually manage them. Most of the 
persons who run our clinics are consumers. We pride ourselves on the 
fact that nobody is turned away. It is certainly ut,likely they are turned 
away on the basis of race or because of dollars. 

I can-answer in a negative way to your question, but I would ask one 
ofmy colleagues to speak to that also. 

MR. JOHNSON. We have never had that formal action. There have 
been allegations that border on it, but they, in each perhaps three or 
four cases that I can recall, were situations where it was a factional 
dispute within a governing board and one partner to that faction says 
there is a civil rights issue here and that is why there is an unresolved 
issue. They were not validated by the facts. 

CHAIRMAN FLEMMING. We received testimony earlier today to the 
effect that studies showed that overall, and not referring just to 
community health clinics, there is a serious gap between minorities and 
wh_ite persons in terms of access to health services. Minorities do not 
have access to health services in proportion to their representative 
parts in the population or in proportion to their need. 

You are saying as far as the community health centers are concerned 
that situation does not prevail. Minorities do have the kind of access to 
which they are entitled under the Constitution and under the laws? 

DR. LYTHcorr. I think we have taken a bit out of context what we 
have said. We are first to agree that the relative access to minorities 
and other minorities is a wide disgrace. What we say is, where we 
exist-community health centers and other outlets-there is no 
discrimination. We will be the first to agree that there are many areas 
whei;-e there is no place for the local consumer to go. In that instance, I 
would have to say people are being deprived of access to health care. 
If there is a facility, nobody is turned down. 

CoMMISSIONER SALTZMAN. Does that include the undocumented 
worker? 

DR. LYTHCOTI. It does. We do not see ourselves as having a role in 
deciding whether or not persons need to be served. We are there as 
humanitarians to people who show up at our front door. 

CHAIRMAN FLEMMING. I would ask Dr. Shirley a question. As a 
part of your testimony, you were referring to the operation of 
community health clinics in Mississippi. 

DR. SHIRLEY. I was not referring to the operation of the community 
health centers. The point ,I was making was: the discrimination that 
exists in other areas can very well jeopardize the community health 
center which does not discriminate in terms of planning and resource 
allocation, all-white commissions-that those determine whether a 
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community health center can expand its services or erect a new 
btJilding. 

MR. IGLESIAS. On the issue of discrimination in the clinics, too often 
what happens in rural areas is reference to secondary, tertiary care. 
Because many of the minorities cannot afford hospital care, they have 
difficulty accessing the kind of care that whites have available to them. 
That is a statement I think is important to make. We have to look at the 
continuity issue involved-in health care. 

CHAIRMAN FLEMMING. Dr. Lythcott, or your associates, have you 
set up any kind of control system designed to provide you with 
information as to the access of the minorities to the community health 
clinics? 

DR. LYTHC0TI. Mr. Chairman, we have up-to-date data. Eighty
five percent of our users are black and 12 percent are Hispanic. So, it is 
a very small minority of neither black nor Hispanic users among our 
clinics as across the Nation. Those numbers vary somewhat from 
region to region. That is the overall picture. 

CHAIRMAN FLEMMING. Is that part attributable to the way in which 
the community health clinics have been located? In other words, you 
have located them where the need is, as far as minority groups are 
concerned? 

DR. LYTHC0IT. Yes. But I think most important is they have been 
initiated, if you will. Proposals have been written by minority groups 
to add to the support that we have given. That is, making sure they are 
in the right area so the appropriate clientele can come to the clinic. 

CHAIRMAN FLEMMING. Another issue that has come up is the 
question of the closing of hospitals.in the urban areas. Very, very often 
there is not only a tendency to close out hospitals in urban areas, but to 
close them out in areas within the urban areas where there is a fairly 
large population of minorities. Have you gotten into that issue at all in 
connection with your work? 

DR. LYTHC0IT. Only peripherally, Mr. Chairman. We are involved 
in ambulatory care, not really hospital patients. However, any time 
one gets into the issue of closing hospitals in• an urban area, he does by 
emphasis, perhaps, relate to the ambulatory care left in that area. If 
you remove a constant source of ambulatory hospital care, those units 
left which are ambulatory must deal with what is left. 

So, we have not a simple interest, but an enthusiastic interest in what 
happens to this problem of hospital closures. How can we pick up the 
slack, for example, if a number of these hospitals close? We have no 
control over that. We are involved in committees within HEW that 
are involved with this question. We have a deep and abiding interest in 
the whole issue ofurban hospital closings. 
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CHAIRMAN FLEMMING. Have you been involved in any discussions 
where measures that might be taken by the Federal Government have 
been under consideration to slow it down? 

DR. LYTHCOIT. I have not personally been involved. There is a 
dialogue going on now. Had I known there was a question, I could 
have spoken to the Under Secretary to get details on this. 

John, do you know about this? 
MR. JOHNSON. The Department established a committee dealing 

with inner-city hospitals in particular for the immediate moment, with 
plans to look into other hospital areas that threaten to close. We have 
been involved in several situations in urban areas in New York, 
Detroit, to make certain that there is an ability to absorb, in the 
existing community health centers, the outpatient populations being 
served and the emergency room populations being served. These are 
brought into the primary care system, into the clinics sponsored by the 
Health Services Administration. 

There have been frequent requests made to use these funds to 
liquidate the operating deficits generated and accumulated by the 
hospitals, and the Department has resisted that on the grounds that 
that would dismantle an important capacity building activity in order 
to provide a temporary solution. Unless you change a lot of other 
things, those hospitals will go on accumulating those debts, not easily 
resolvable. 

CHAIRMAN FLEMMING. Going back to the question of the gap that 
exists in the country as far as access to health services between 
minorities and white population, I gather from what you have said and 
the evidence you have just presented that you feel that one of the most 
effective ways of dealing with this gap is further expansion of the 
community health center program. 

DR. LYTHCOIT. How much time do you have to listen to me? 
CHAIRMAN FLEMMING. I appreciate that is a wide open invitation. 
DR. LYTHCOIT. I agree. My position and the agency's position is 

this: Until a better mechanism comes along, the community health 
centers, rural initiatives, and similar types of programs are the answer 
to the problems ofproviding access to health care for the poor. ~ 

We talked about the minority and majority. The common denomina
tor is the poor. If you are white and poor, you are in the same bag. 

CHAIRMAN FLEMMING. Do you have any figures on the number or 
the percentage of older persons being served by these clinics? 

DR. LYTHCOIT. John, do you have a figure? 
MR. MARSHALL. The figure is, over 65, about 11 and 13 percent of 

users, Users are heavily weighted towards younger people. Older 
people come in a distant second, and middle-aged between 25 and 50, 
it becomes a distant third in terms ofusers. 
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•CHAIRMAN FLEMMING. I will make this•comment. Your records are 
much better than the community mental health clinics. This Commis
sion held hearings some time ago in which we took testimony on 
mental health clinics dn relation to the service or lack of service to 
older persons. There are comparable percentage figures around 3 or 4 
percent. 

DR. LYTHCOIT. That is not by accident. We have a deep and 
abiding interest in what happens to the elderly. We have an agreement 
with the Administration on Aging. Their demonstration projects show 
what we can do in our community health centers with the special 
expertise and skills that can be developed with the Administration on 
Aging money. That figure is 10 to 13 percent. We hope it goes. up 
rather than down.. Most •of us see the problems of the agin~ as 
paramount to our country within the next 10 years. 

CHAIRMAN FLEMMING. Thank you very much .. I was aware of that 
agreement. I think it is a very constructive step in the right direction. 

COMMISSIONER SALTZMAN. Dr. Berry. 
·COMMISSIONER-DESIGNATE BERRY. I have a number of questions. 

Although I did read your report, I Wl!S not here. You describe a 
community health center program that works and serves people 
without discrimination. Yet, we seem· to have a major problem with 
people not being that adequately -served. Is the main problem a 
budgetary one and that there are not enough centers? 

DR. LYTHCOIT. Dr. Berry, that is a good way to put it. There are 
simply not enough resources. If you take the 27 million people living in 
underserved areas in the rural parts of our country, I would say we are 
probably not serving more at this time than 12 to 16 percent. Is that 
about right, John? 

MR. MARSHALL. Yes. 
COMMISSIONER•:DESIGNATE BERRY. Some centers, I am told, have 

problems with the agency telling them their patient load is not high 
enough. Is there a formula for how much you get paid, based on how 
many patients you have? If that is the case and not enough people are 
being served, how effective is the outreach effort in letting the 
minority and poor know these programs are available? 

DR. LYTHCOIT. Would you respond, Mr. Marshall? 
MR. MARSHALL. We require the projects achieve a certain level of 

productivity. We set those as goals and as general factors in 
determining how much money goes to the regions and how the 
regional offices use the money in determining how much money 
individual projects get. We require the projects to have outreach and 
to. have transportation. But·in all honesty, ·I would have to say, when 
you•give a local governing board the responsibility for deciding within 
the broad latitude of the statutes how they want to spend the money 
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and where they want to place the major kinds of resources that they 
have, it is. very hard for that governing board when they have lots of 
people who are showing up at the door in a certain age group or 
population category demanding services. 

It is hard to say we are going to turn those away and reach out and 
get people who don't come in. We have tried to establish a number of 
criteria in addition to productivity that will push the project and push 
the governing boards in the direction of emphasizing preventive 
services and comprehensive services. Those clinical indicators, as we 
call them, do emphasize a number of people that they are providing 
hypertension control for and doing that kind of screening. They 
emphasize the number of agreements that they have with other 
agencies or other service delivery institutions in their service area that 
can provide secondary, tertiary care that is most appropriate for the 
older population. We have required, for example, that they look at 
pulmonary diseases. We require that they be involved in home health 
where there is capacity for them to do that. 

So we do try to put emphasis on that. But you cannot have that 
directiveness from Washington with respect to specific problems and 
populations and have true local governments. We walk a tight line on 
that. 

COMMISSIONER-DESIGNATE BERRY. When you were asked whether 
there was discrimination in services provided at the center, part of 
your response was there had been allegations or occasional allegations 
referring to a governing board, but that situation did not actually turn 
out to be one of discrimination. I am familiar with the report provided 
for Dr. Lythcott in August or September called Sources ofInformation 
on Consumer Preferences and Satisfaction. 

I noticed in your newsletter that a task force is supposed to be 
working on that. When I read the report, many of the issues relating to 
consumers of your programs who were largely minority consumers 
seemed to be based on a great deal of dissatisfaction in terms of 
representation on boards, representative of them, and the services 
being provided. 

Could you tell me now or provide for the record, how far along you 
are in implementing that report? When do you think you will have it 
implemented? 

DR. LYTHC0TT. I will provide you details for the record. (See 
exhibit 4.) I can only give you a squash response now. 

We have a task force in operation for about 2-1/2 or 3 months. They 
are looking into the whole area. During the summer, I had a consultant 
to come in an,d review the whole agency for me. It took 2 to 3 months. 
On the basis of his recommendation, I set up a task force. 
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The task force has not given me the direction I should go, but I 
suspect they· keep iri contact with the ·consumer and decentralization 
throughout the- Nation and broad systems and central office, and 
individual consumer facilities involvement in this. 

I have· been a champion of consumer rights for many years. I was in 
New York at Columbia University at the time when it was unpopular 
to relate the establishment to its community. It has been one of the 
important things as far as I am concerned in making services to the 
poor and relationships particularly. I can assure you we will pursue the 
recommendation of that task force and integrate it into the larger task 
force that the President has put together in the whole area of 
consumerism. 

C0MM~SSIONER-DESIGNATE BERRY. On your grant monitoring 
process, could you -explain to me how in monitoring the grants you 
ensure procedurally that discrimination is not being practiced in the 
services that are provided? Is that a normal part of the monitoring 
process, and how is it done? 

DR. LYTHC0TT. Most of it is done through the regional office. That 
is a whole series of issues that are involve~ there. I would like to ask 
John to tell you how we monitor and guard against discrimination in 
the selection of grantees. The answer is yes. 

MR. MARSHALL. The question has to do ,,not so much with 
discrimination in the selection of grantees as it does on whether or not 
there ~ay be discrimination in terms of the services that are offered. 

COMMISSIONER-DESIGNATE BERRY. In both. Ifit is too detailed, you 
can provide it for the record. 

MR. MARSHALL. I think I can summarize. 
In terms of the selection of grantees, we do not follow the process of 

many Government agencies by advertising in the Commerce Business 
Daily anq waiting for proposals to come in and selecting those that are 
technically the best. We have applied to medical services and rated 
those counties by degree of medical service. We are giving to the 
medically un~erserved areas. We go beyond that and limit the funding 
in the two more underserved portals. Perhaps that is sometimes 
alleged to be discriminatory against the others, but we feel when you 
do it on a rational basis of going out and ·selecting, if there is some 
rational basis for doing that, that relates to demonstrated need, that can 
be defensible. 

We then attempted to work within the community to put together a 
coalition of representative organizations that can form the governing 
board, form the public corporation that would be the grantee. When 
the grantee gets in trouble because there is mismanagement or not 
otherwise effectively performing, we are sometimes required to 
terminate that grant. I cannot think of a situation where we absolutely 
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closed the doors and walked away. We try to find an alternate 
organization within the community. That usually involves forming 
one. 

Sometimes we keep an organization alive long after we· should have 
by many standards because we don't have a safety net to slide under 
the organization. That is part of the process. We require our governing 
boards in their bylaws to have a formalized grievance procedure. 
When a grievance is filed with the governing board, they have the first 
step responsibility for resolving that grievance. That also triggers a 
copy of it to the regional office so the regional office can monitor the 
process for taking care of that grievance. 

COMMISSIONER-DESIGNATE BERRY. You have a normal monitoring 
process where you look at centers? One question you look at is how 
well they serve people and whether they are discriminating? 

MR. MARSHALL. Right. That is another part of the answer. Our 
projects as part of their application are required to provide a health 
services plan that shows that they have looked at the population 
characteristics in the service area and made assessment of the need of 
that service area, of that population. 

We require them to maintain a medical record system that allows us 
to sample and audit, to look at their routine reports, to see the extent to 
which they are penetrating that target population. 

That really is the essence of that compliance. We don't have any 
ability, any system for going out and systematically interviewing in the, , 
community to find out whether or not people feel that they are not 
being served. 

DR. LYTHC0TI. Until he made that statement, we were not being 
responsive to you. What I want out of this committee is that kind of 
advice and counsel as to how best to do that. We want to do that. We 
are not doing that. 

COMMISSIONER-DESIGNATE BERRY. The last question. 
Dr. Shirley referred to an all-white board in Mississippi, which, as 

I understand it, is a State planning board. He also, in response to 
Chairman Flemming, said the problem was not with the community 
health center, but all the other boards and resources they have to deal 
with. Where you have the all-white board and 40 percent ofthe people 
in Mississippi are black, what does your agency do about that and do 
you work with the Office for Civil Rights to see that these things don't 
happen? 

DR. LYTHCOTI. The Department is working in that case. There 
have been interfaces between the Secretary and persons in Mississippi. 
It is under active litigation. I think it inappropriate for me to go 
further. We at the local agency kick it up to Civil Rights and the 
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lawyers. We keep reminding them about the problem if they don't take 
care of it. But they are taking care of that. 

CHAIRMAN FLEMMING. So the record is clear, this board, what is 
the name of the board? 

DR. SHIRLEY. You have two problems in Mississippi. You have the 
State Health Planning and Development Agency which is SHPDA. 

CHAIRMAN FLEMMING. They are funding from where? 
DR. LYTHCOTT. Health Resources Administration. 
CHAIRMAN FLEMMING. Is it that board to which you were 

referring? 
DR. SHIRLEY. That is one plus another one. 
CHAIRMAN FLEMMING. Let's stay with that one plus another. What 

is the composition of that board? 
DR. SHIRLEY. That board until 2 days ago, and I don't know where 

we stand now, for one year and a half that board was a seven-person, 
all-white board. It was developing health planning and resource 
allocations for the State ofMississippi. 

CHAIRMAN FLEMMING. You said that was a situation up to 2 days 
ago. Something happened? 

DR. SHIRLEY. After a year and a half of screaming and yelling and 
kicking and protesting and letter-writing and telegram-writing, the 
Governor, 2 days ago, said that he was appointing two persons to that 
board. 

CHAIRMAN FLEMMING. It is still a seven-person board? 
DR. SHIRLEY. Yes. 
CHAIRMAN FLEMMING. Two are going to be relieved or resigned 

and two are going to go on? 
DR. SHIRLEY. The only two whites on the board stepped down 

and-
DR. LYTHCOTT. The only two whites who supported your princi-

pals stepped down? 
DR. SHIRLEY. Right. 
CHAIRMAN FLEMMING. The other board? 
DR. SHIRLEY. That is the board of health, which operates a number 

of federally funded programs. That is an issue that we raised 2 years 
ago. 

CHAIRMAN FLEMMING. That is all white? 
DR. SHIRLEY. It has 1 black out of 14, 9 white physicians, not one 

black physician. The white medical association exercises sole authority 
as to which of the nine physicians would serve on that board. That has 
been our frustration and dilemma for 2 years. We protested this and 
nothing happened. We, with our limited resources, carried it to court. 
When we got in court, nothing happened beyond that, because the 
people who could pull the strings said we could not do anything 
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because it was under litigation. That is the agency that provides 
services to a patient population which is 83 percent black, through the 
State board of health. It has little receptivity to black input. There is 
not a black provider representative on the board. 

COMMISSIONER-DESIGNATE BERRY. That is why I asked what his 
agency did, because Dr. Shirley said they had to go to court. 

CHAIRMAN FLEMMING. That is what I am very, very much 
interested in. I think we ought to get the record as· clear as we can. 

The Department did not move in on this on its own initiative. You 
went to court, and that was the thrust of your comment. There is a 
matter pending in court. Consequently, you don't feel free to comment 
on it at this time? 

DR. LYTHCOTT. More importantly, we do not have a role or 
authority to do anything about that from where we sit, as we have the 
level of the program. 

CHAIRMAN FLEMMING. Are you in Federal or State? 
DR. SHIRLEY. Federal. 
CHAIRMAN FLEMMING. What relief are you asking? 
DR. SHIRLEY. We are asking that the State medical association 

which has the appointing authority, which has the sole appointing 
authority, that that authority be taken away and full authority be given 
to the Governor without having to rely on a private agency which is 
not accountable to anyone. The State medical association has histori
cally been oppposed to community health centers. It has been one of 
the greatest stumbling blocks and barriers to the kinds of programs 
aimed at getting at the problems of the poor and minorities. 

CHAIRMAN FLEMMING. The court proceeding has taken·place under 
Title VI under the Civil Rights Act? 

DR. SHIRLEY. Yes. 
VICE CHAIRMAN HORN. Let me ask this question. You say the 

Federal Government did not do anything in that situation-in· terms of 
policy or change. But do we have an affirmative action requirement 
with regard to the makeup of the advisory committees that are 
dispensing advice as far as the proper allocation of Federal funds? 

DR. LYTHCOTT. You raised it to a level above the agency head. I 
can tell you why we do not have authority over the States on the 
regular programmatic basis. I am sure the Office for Civil Rights has 
authority as to what followed. It is information that I cannot give you 
because I do not know. 

VICE CHAIRMAN HORN. I would like the staff to ask what is the 
Federal policy in terms of affirmative action on advisory committees 
that advise on the dispensing of Federal monies or a portion of the 
_Federal monies in the State. That, to me, would be the question as to 
the makeup and composition ofan advisory board. 
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Is there an affirmative action requirement? 
CHAIRMAN FLEMMING. In addition to that request, I would like to 

have the staff get from HEW a complete statement on this particular 
case. This is so we have in our files a memorandum which brings us up 
to date on this case. (See exhibit 5.) 

COMMISSIONER-DESIGNATE BERRY. In addition to the memorandum 
of understanding between OCR and PH;S., there are at least two 
memoranda of understanding whereby they will coordinate the grant 
monitoring process with the OCR process, so that when there are 
violations, they will be called to the attention of OCR. So we can have 
better enforcement, I would like to see those memoranda when they 
are available. 

CHAIRMAN FLEMMING. We will request those be obtained and be 
made a part of the record at this point. (See exhibits 6 and 7.) 

I have one other question. You made an interesting comment, Dr. 
Shirley, relative to Medicaid, relating to the entire State. Am I 
correct? 

DR. SHIRLEY. Right. 
CHAIRMAN FLEMMING. What were they, again, your figures? 
DR. SHIRLEY. $3 and $1. 
CHAIRMAN FLEMMING. You had a percentage of whites against
DR. SHIRLEY. Twenty-five percent of the total Medicaid recipients 

are white. That 25 percent of recipients is receiving 50.2 percent of the 
dollar. 

CHAIRMAN FLEMMING. Here, again, I would like that portion of the 
testimony excerpted. I would like a letter to go to the Secretary of 
Health, Education, and Welfare and ask her to obtain from her 
associates a statement relative to that situation. Particularly, I am 
interested in learning whether in the judgment of the Department they 
have to permit something like that to continue or whether there is 
some remedial action that can be taken. (See exhibit 5.) 

COMMISSIONER SALTZMAN. Dr. Berry has a further question. 
COMMISSIONER-DESIGNATE BERRY. I have a question about Indians. 

From reading your paper, there is a big problem with nonreservation 
Indians being served in Indian Health Service. I would like to ask you 
or Mr. Belinda if that is correct. If so, what is HEW doing about the 
problem of Indians being sent away from private health care facilities? 
Is my statement correct, and what is HEW doing? 

MR. BELINDO. I believe Indian Health Service facilities are open to 
non-Indians with the understanding that the Indian health facility will 
receive reimbursement for services that are provided by the Indian 
Health Service. 

DR. LYTHCOTT. Yes, but I don't believe that was the question Dr. 
Berry was asking. 
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COMMISSIONER-DESIGNATE BERRY. Is it -the case of local health 
providers? If that is true, what happened to the Indians if they deny 
service? Is that correct or not correct? 

DR. LYTHCO'IT. That is not acommon occurrence. We cited the 
Indian i~ Arizona. That is in litigation. It has takenr a long•time. Dr. 
Johnson of Indian Health :service may want to give you more detail on 
discriminatory practices with respect to Indians. 

DR. JOHNSON. I think, Dr. B'etiy, there is no question that soine 
private providers dr some community providers of service, county 
hospitals, for example, may very well fail to prdvide services to Indian 
people who arrive at their door and see that they get sent down the 
street td the Indian facilities. I think it is not easy to ferret those out. 
The Secretary js personally aware of this problem in one particular 
area. I believe that they are looking very, very quickly and carefully at 
this. Our role in this, as you mentioned in the agreement, is to attempt 
to identify instances in which there appear to be occurrences. We are 
not an investigatory agency. If it appears to us something is happening 
like that, our fole is to advise the Office for Civil Rights. It is their 
responsibility to investigate this to whatever end is required. 

COMMISSIONER SALTZMAN. I Would like to thank you all for this 
most helpful testimony that you presented to us. We appreciate your 
presence and cooperation this ·afternoon. W.e thank' you very much. 

CHAIRMAN FLEMMING. Our next session is the Federal Role in 
Urban Health Care Deli'very. 

Dr. Foley is Administrator of the Health Resources Administra-· 
tion, Department of Health and Human Services. He was appointed to 
this position in 1977. As Administrator he directs the agency which 
supports the nationwide system -of State and local health planning 
agencies; provides- support to improve the supply, distribution, use, 
and quality of health personnel; and provides financial and technical 
assistance for conversion and compliance ofhealth facilities. 

Prior .to assuming leadership of the Health Resources Administra
tion, Dr. Foley had served as executive director of the Colorado State 
Department of Social Services, which included responsibility for a 
variety of human service programs, including Medicaid, food stamps, 
and veterans' affairs, as well as programs for older people and mentally 
retarded individuals. He has also served as Deputy Director and 
Planning Chief, Office of Program Development and Analysis for the 
National Institute of Mental Health; and director of Manpower 
Training and Labor Relations at Milwaukee Technical College. 

Dr. Foley holds a B.A. from St. .Johns College, an M.A. from 
Marquette· University, an M.S. in urban affairs from the University of 
Wisconsin, Milwaukee, and a Ph.D. in political science from Harvard 
University. 
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We are pleased to welcome you and look forward to your 
presentation. 

STATEMENT OF HENRY A. FOLEY,_PH.D., ADMINISTRATOR, 
HEALTH RESOURCES ADMINISTRATION, DEPARTMENT OF 

HEALTH AND HUMAN SERVICES 
DR. FOLEY. Thank you. . 
The Health Resources Administration is charged with assisting in 

the development of both the personnel and physical resources needed 
for the delivery of health care services and with supporting a 
nationwide health planning system. The agency does not provide or 
support the provision of health services. None of the programs is 
directly targeted at urban areas, but many have aspects which relate to 
the concern of the U.S. Commission on Civil Rights for ensuring 
adequate health care in urban areas. This paper will discuss issues 
relating to availability of appropriately trained health personnel; the 
financial viability of heaI'th facilities; and planning for a health system 
which contains cost and provides an appropriate mix of services and 
institutions, as they pertain to urban areas. 

Those responsible for policy development and program manage
ment within HRA have themselves focused to a greater extent on 
access questions over the past 2 years. This led to the development and 
publication in 1979 of a booklet titled Promoting Equal Access to Health 
Careers and Health Care. It states HRA's commitment to a goal which 
includes: assuring equal opportunity for access to health careers; 
alleviating specialty and geographic maldistribution of health profes
sionals; assuring equal opportunity for access to health facilities; 
assuring equal access to available health resources at a reasonable cost 
for all groups, including minorities and the handicapped; and provid
ing leadership and staff support to accomplish this goal. 

We are in the process of refining and further developing this access 
strategy and, at the same time, tying it to specific program objectives. 
Carried out over a period of time, this will assist us in targeting access 
issues in the. operation of all of our programs. Though the access 
question is broader than urban health, many of the racial and ethnic 
minorities, the elderly, and the poor, reside in urban areas and would 
be affected. 

The Health Planning and Resources Development Act of 1974 (P.L. 
93-641, amended by P.L. 96-79 in 1979) lists among its 17 priorities for 
health planning the provision of primary care services for medically 
underserved populations and the promotion of activities to achieve 
needed improvements in the quality of health services. Under the act, 
health service areas are established across the country. These are 
served by 204 Health Systems Agencies and 57 State Health Planning 

85 



and Development Agencies. A health service area is defined as a 
geographic region appropriate for effective planning and is generally 
required to include between 500,000 and 3 million people. Each 
standard metropolitan statistical area is to be entirely within the 
boundaries of one health service area except for interstate SMSAs in 
which each Governor of the affected States, together with the 
Secretary, has determined otherwise. 

Thus, most major cities comprise one health service area, perhaps 
with the inclusion of surrounding suburban areas. Some cities, such as 
New York and Los Angeles, far exceed the 3 million mark and utilize 
subarea councils to facilitate the involvement of larger number of 
residents in the planning process. As health service areas are to include 
at least one center for the provision of highly specialized services to 
the extent practicable, many of them contain. at least a medium-sized 
city. Large urban HSAs have been defined as those serving (1) all or a 
major portion of one or more SMSAs with a population of 500,000 or 
more, and (2) an area with a total population of at least 1 million. Of 
the 204 HSAs in the country, 57 fit this definition. 

Each Health Systems Agency is required to have a governing body 
which includes 51 to 60 percent consumers who are not providers of 
health care and who are broadly representative of the health service 
area, including individuals representing the principal social, economic, 
linguistic, handicapped, and racial populations and geographic areas of 
the health service area. All committees, special task forces, and 
subarea councils of HSAs must also meet these requirements. The 
Health Systems Agencies are responsible for the production plan; for 
providing technical assistance to entities attempting to develop needed 
services; and for reviewing proposed c!pital expenditures and changes 
in health services. They also review and approve or disapprove 
proposed uses of Federal funds under the Public Health Service Act; 
the Community Mental Health Centers Act; the Drug Abuse Preven
tion, Treatment, and Rehabilitation Act; and the Comprehensive 
Alcohol Abuse and Alcoholism Prevention, Treatment, and Rehabili
tation Act, which fund the development, expansion, or support of 
health resources. They must also perform appropriateness reviews; 
that is, they review all institutional and home health services in the 
area at least every 5 years and make recommendations to the State 
agency regarding their appropriateness. This appropriateness review 
may, but is not required to, result in institution specific findings; 
otherwise, it results in findings as to the appropriateness of specific 
services in the health services area. 

The Health Systems Agencies do not have regulatory powers but 
submit their recommendations to the State Health Planning and 
Development Agencies, which are part of the State government and 
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do have regulatory authority. The State agencies are responsible for 
developing State Health Plans and for approving or disapproving the 
obligations of•capital expenditures within the State, the offering of new 
institutional health services, and the acquisition of major medical 
equipment. This process results in the issuance or denial of certificates 
of need. The State agency must consider the recommendations of the 
HSA, but is not bound by them. Projects not awarded a certificate of 
need by the State may not be developea. The State also considers HSA 
recommendations on appropriateness and makes its own review. In 
some States, there is a movement to link this activity to delicensure or 
decertification of beds or facilities found not to be needed. This is not a 
Federal requirement. In performing the various reviews, HSAs and 
SHPDAs must employ criteria based on factors spelled out in the act 
or in regulations. A number of these factors specifically relate to 
access and are discussed below. 

The SHPDA is advised by a Statewide Health Coordinating 
Council appointed by the Governor of the State and including 
representatives of each HSA in the State. Not less than half the SHCC 
members are to be consumers of health care, and it must include 
individuals who represent rural and urban medically underserved 
populations if such populations exist in the State. The SHCC does not 
have to meet the broadly representative requirements of the HSA 
governing bodies. 

The purpose of the HSA activities is to: 
1. Improve· the health of residents of a health service area. 
2. Increase accessibility, acceptability, continuity, and quality of 
health care services. 
3. Restrain increases in the cost of providing health care services. 
4. Prevent unnecessary duplication of health resources. 
5. Preserve and improve competition in the health service area. 
The Health Systems Plans, which set the framework for all of the 

other activities, are to be detailed statements of goals describing a 
healthful environment primarily with regard to health care equipment 
and to health services provided by health care institutions, other 
providers of health care, and other health resources and health systems 
in the area. Plans are to be responsive to the unique needs and 
resources to the area, and are to take into account the National 
Guidelines For Health Planning which the Secretary must issue as_ 
well as to the priorities cited in the act. 

The presence on the governing bodies of the planning agencies of 
representatives of all major population groups in the community and 
the effective functioning of these consumer members is essential to 
assuring that that health systems plan, the annual implementation 
plans, and actions taken in accordance with them reflect community 
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sentiment and address community needs. It is obvious to all that in a 
time of fiscal constraint and rising health care costs, not all desired 
facilities and services will be available. It is critical that all population 
groups have a voice in the resource allocation decisions and priority 
setting which must occur, and that local control over the health 
system be enhanced. 

The planning agencies have been the target of criticism about the 
composition of the governing bodies in terms of representativeness of 
the consumer members. The Congress has stated clearly that the 
broadly representative requirement is not meant to be a quota system. 
Determining and enforcing compliance in those agencies which do not 
appear to meet the intent of the law has not been a simple matter. 

Even more complex a problem is the effectiveness of consumer 
representation when actual board composition appears to be well
balanced and inclusive. Those population groups who have the most 
difficulty in obtaining adequate health care services are also at a 
disadvantage in participating in the functioning of an HSA and in 
influencing its actions. 

The average board member donates an estimated 10 or more hours 
of volunteer time per month. Board members must read complicated 
technical documents, understand the implications of the issues, and 
articulate a position. They must be able to attend meetings which may 
conflict with personal work schedules. Those at the lower end of the 
economic scale are least likely to have employers who will give release 
time for such activities. In addition, consumer members are often more 
intimidated by professional provider members of the governing body 
and feel unable to challenge their views or opinions. 

HRA and the Bureau of Health Planning have undertaken the 
development of a comprehensive strategy to enhance the effectiveness 
of citizen participation. This will include the designation of staff in the 
HSAs to provide assistance to the board members as required by the 
new statute, training for staff and board members, and development 
and distribution of more and better informational and training 
materials. 

We also have begun an effort to strengthen our relationships with a 
number of the national organizations which represent the interests of 
ethnic and racial minorities, the handicapped, the elderly, and women 
and to seek their advice on increasing the effectiveness of citizen 
participation. We recognize as clearly as any of these groups that a seat 
on the governing body is only the beginning in ensuring access to the 
decisionmaking process. 

The Bureau of Health Planning also has taken a leadership role with 
the Health Systems Agencies in directing attention to certain health 
system issues through the distribution of policy guidance and informa-
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tion, and through the issuance of regulations. For example, the April 
1979 regulations regarding certificate of need advised State agencies 
that they must give special consideration to (a) the health rt:lated needs 
of medically underserved groups; and, in particular, members of 
groups which have traditionally experienced difficulties in obtaining 
equal access to health services, such as minorities, women, and the 
handicapped; and (b) the contribution of the proposal being reviewed 
in meeting those needs. Within the past year, guidance has been sent 
on Section 504 of the Rehabilitation Act of 1973, having to do with 
handicapped individuals, achieving equal access to health care, and 
problems of the chronically ill in obtaining needed services. 

The 1979 amendments allow up to 5 percent of the funds 
appropriated for Health Systems Agencies to be used to assist those 
facing extraordinary costs. The Bureau of Health Planning will make 
$1.7 million available this year for fully designated HSAs which serve 
(1.) interstate areas, (2) large geographic areas, (3) large medically 
underserved populations, where 25 percent of the residents or 250,000 
people reside in designated medically underserved areas. Twenty-. 
three urban HSAs will receive additional funds under category 3. 

A number of HSAs can point with pride to real accomplishments in 
ensuring access to health care in urban areas. An HSA can stimulate 
positive developments even though it does not provide direct service. 
Individual HSAs have taken the initiative by getting hospitals to agree 
voluntarily to provide uncompensated care; stimulating the develop
ment of clinics to meet the needs of the poor, the elderly, and migrant 
workers; promoting the availability of home health services; and 
assuring access in the face of closure. 

In a random survey of 100 agencies' plans, 57 percent contained 
goals and objectives dealing with urban health problems. These goals 
include: improving emergency medical services, increasing services in 
OB/GYN and pediatrics for non-English speaking populations, ex
panding social and medical outreach services, increasing access for 
ambulatory care, increasing primary care services, upgrading crisis 
intervention services, reducing rodent infestation and substandard 
housing, prevention of preschool child lead poisoning, expansion of 
urban hospital staff complements, increasing accessibility to general 
hospital services, provision of transportation to health and social 
services, increasing availability of home health and social services, day 
care centers for the elderly, greater coordination among urban 
providers, expanding urban area dental care availability, increasing 
community sewer systems, establishment of drug abuse prevention 
programs, detection and treatment programs, and assuring adequate 
recreational facilities in urban areas. • 
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In addition, approximately 75 percent of our sample 141 plans have 
access, discrimination, and services to minorities goals. These include: 
initiating screening and nutrition programs for disadvantaged popula
tions; reducing infant mortality rates for black populations; transporta
tion for the disabled; increasing the number of bilingual health 
professionals; increasing access to health care for migrant workers; 
assuring access to rehal:?ilitatioI).. services; expan)lion of consumer 
education to poor black and elderly populations; a:µd improvement of 
housing con!fitions. 

Several urban areas have undertaken major projects in determining 
the. need for accessibility to health care. For example, the New York 
City HSA completed a study on short-stay hospital care. That stu~y 
recommends denial of new hospital construction in areas already 
oversupplied, along with steps to prevent facilities from closing or 
relocating and thus reducing access to the underserved population of 
that city. 

The Chicago Health Planning Agency is coordinating major efforts 
in prevention of lead poisoning as well as the development of a new 
facility to serve the residents of the southern portion of the city, who 
are for the most part presently underserved and economically 
disadvantaged. The District of Columbia Health Planning Agency is 
coordinating a major effort designed to reduce infant mortality in the 
District. 

In the performance of their many functions, both HSAs and the 
SHPDAs take actions which may have civil rights implications for 
various populations. They may also review application~ for certificate 
of need from certain facilities which some members of the community 
feel have not complied with civil rights requirements. The HSAs, most 
of which are private, nonprofit corporations, cannot perform a civil 
rights monitoring or compliance function. While the Office for Civil 
Rights has the responsibility of enforcing Title VI of the Civil Rights 
Act, HSAs can, of course, alert OCR to possible violations. HSAs do 
not have the authority or capability to conduct Title VI investigations, 
and an attempt to do so would threaten the availability of the data they 
need from the health facilities. for health planning purposes as well as 
their ability to develop a broad-based acceptance of health planning 
activities. 

HRA has responsibility for providing guidance to the health 
planning agencies on the access requirements of Title XV of the PHS 
Act, which is the health planning program's authorizing legislation. As 
discussed above, it has done this through provisions in the regulations 
governing certificate of need reviews, as well as those for reviews of 
existing institutional health services for appropriateness also discussed 
above, and those for review and approval by HSAs of proposed uses 
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of Federal funds. The Bureau of Health Planning is working toward a 
policy issuance which will bring together the various policies and 
guidelines on access contained in various regulations and guidelines. 

As stated earlier, the health planning program is directed at 
containing costs while improving access to quality care. Some see 
those three objectives as contradictory and therefore unobtainable. It 
is true that certain tensions are inherent iil the program, given this 
multiple mission. However, just as inflation is generally most harmful 
to those in lower economic classes in which the target groups are 
proportionately overrepresented, the extraordinary inflation in the 
health care sector has hit hardest at those who are dependent on public 
or subsidized services. Inpatient care in acute care hospitals is the most 
costly method of delivering health care, and often not the most 
appropriate. A number of studies have shown that an excess capacity 
of acute care hospital beds greatly raises the costs of. care. The 
National Guidelines for Health Planning propose a standard of four 
beds per 1,000 population as adequate for the provision of needed 
services. Many major cities far exceed this number. 

In thinking about access, quality, and cost containment, one has to 
think about reducing the number of excess acute beds while promoting 
the development of an appropriate mix of ambulatory services, nursing 
home beds, and other resources suited to the health care needs of the 
population. Although many see the reduction of beds as reducing 
access for target groups, the runaway inflation in the current system is 
bound to exceed the capacity of State and local government and the 
Federal Government to pay the costs. This will result in financial 
failure for some hospitals, and an unplanned and uncoordinated 
curtailment of services. We take the position that changes are going to 
occur in urban areas, and that it is preferable to plan for appropriate 
reductions and development of alternatives rather than just let those 
institutions which are financially weakest go under, since many of 
them are truly serving the disadvantaged. 

In recognition of the problems of many hospitals in the country, 
Nathan Stark, Under Secretary of HEW, has convened a Task Force 
on Financially Troubled Hospitals and testified before the Congress on 
this subject in February of this year. The Department is concerned 
about hospitals, particularly those which serve the poor, that are 
reported to be experiencing financial difficulties. Characteristically, 
these hospitals are in medically underserved areas and serve as the 
principal source of ambulatory care for individuals who have no or 
inadequate health insurance coverage. Among those most seriously 
affected are publicly owned and operated hospitals. 

Perhaps the most serious problem some hospitals face is uncollected 
revenues due to inadequate health insurance protection for many of 
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the patients they serve. It is currently estimated that 22 milliqn people, 
most of whom are poor, have no health insurance at all. Another 20 
million individuals have inadequate coverage. Compounding tµis 
problem is the growing and uncertain number of undocum.ented aliens, 
perhaps as many as 5 million. Most are indigent, have no health 
insurance, and, in emergencies, seek care from local commur~iW 
hospitals. Furthermore, much health insurance provides ppor cover
age for ambulatory services. Such coverage deficiencies reduce 
incentives fRr physicians to treat patients in their offices, thereby 
shifting the burden ofcare to hospital outpatient departments. 

The National Council on Health Planning and Development, at its 
March 1980 meeting, passed a resolution stating, in part, that the ~qre 
problem of much institutional financial inst11bility is financially 
troubled people. It then called for comprehensive health-insurance for 
Americans not covered, and for Medicare and Medicaid modifications 
to share reasonable payment for free care and bad debts. 

Hospital operating costs also are increasing at high rates due -to 
inflation, rapidly advancing medical technologies, excess hospital beds, 
and ineffectual institutional planning. Many inner-city hospitals are 
burdened by aging or obsolete physical plants which are costly to 
operate. Furthermore, some hospitals have a history of bad manage
ment manifested by poor accounting practices, inadequate collections 
operations, lack of leadership, and an inability to operate under 
conditions that promote effective personnel management and efficient 
staffing patterns. 

Limited public financing and reimbursement limitations by other 
third-party payers are placing a further strain on~ some hospital 
budgets. Local funding for some urban public-general hospitals is 
becoming increasingly constrained as a result of diminishing local tax 
bases. In addition, States and municipalities are pursuing general 
policies of fiscal austerity, and are.limiting expenditures and curtailing 
services. 

The perverse incentives built into the reimbursement practices of 
third-party payers further exacerbate the financial problems of 
hospitals. Low Medicaid physician reimbursement rates in some States 
and a shortage of office-based physicians in many inner-~ity areas limit 
local patients' ability to obtain care in nonhospital ambulatory care 
settings. Consequently, hospital outpatient departments and e~ergen
cy rooms frequently .must provide primary care to patients who more 
appropriately and cost-effectively should receive that care ~ physi
cians' offices. Moreover, some State Medicaid programs severely limit 
reimbursements for hospital outpatient services, thereby further 
exacerbating the financial pressures on certain hospitals. • 
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The Departnient is attempting to develop an appropriate strategy 
for addressing the problems of financially troubled hospitals. How
ever, as the Under Secretary stated in his testimony before Congress 
on the subject, we intist be concerned about both access and delivery 
system reform. Institutions which serve as the primary sources of care 
in underserved areas must be kept viable, or acceptable alternatives 
must be developed. The assumption should not be made that all 
hospitals in financial trouble should necessarily be saved, or even 
supported with their present missions, modes of operation, and 
governance. Federal policies should encourage significant restructur
ing of local health delivery systems in order to. produce institutions 
with a promise of future viability. Such restructuring· must take 
account of the total health resources of the area, and should emphasize 
the appropriate use of. ambulatory care, as opposed to institutional 
treatment modalities. 

The Department is examining a number of ways to assist financially 
troubled hospitals, such as revising reimbursement formulas under 
Medicare and Medicaid, and various other categorical programs. This 
paper will focus on programs administered through the Health 
Resources Administration. 

The one authority under which direct financial assistance is 
provided to hospitals is Section 1610 of the Public Health Service Act, 
which allows the Secretary to make grants to institutions for 
construction and modernization to correct safety hazards and noncom
pliance with State or Federal codes that could lead to loss of licensure 
O"f accreditati?n. An institutio~ .must be unable to obtain other 
financing i~ order to qualify. 

Of projects obligated since the start of this program in 1974, 54 
percent of the funds, or $21,085,590, have gone to urban facilities, 
including )0 hospitals, one public health center, and a number of 
nursing nomes. Of the remaining funds appropriated under this 
authority, we anticipate awarding 76 percent, or $7,669,959, in ~x:ban 
areas to assist seven hospitals, one public health center and som~ 
nursing homes. There have been no new monies appropriated for this 
program siD:ce 1977, however, and there is no request in the President's 
current budget. 

In the main, ho~pitals must borrow funds for capital improvement. 
HRA administers, through an interagency agreement, the Department 
of Housing and Urban Development's guaranteed loan program under 
the Federal Housing Administration, Section 242. We attempt to 
determine financial feasibiiity and conformance with health planning 
guidelines. Projects to develop excess services or bed capacity or those 
found to be unneeded by the health planning agencies are not 
approved. 
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The financial feasibility requirement means that these guaranteed 
loans are not available to financially troubled hospitals. Current high 
interest rates are resulting in large increases of as much as $50 per 
patient day attributable to debt service. Those increases will both 
increase costs to public and private third-party payers and price some 
people out of being able to afford coverage. This will increase the 
demand for indigent care, often in institutions which provide at or near 
the maximum level they can carry. This burden can serve as an 
inducement for the hospital to tum patients away, referring them to 
public institutions. In many urban areas, these institutions themselves 
are being less adequately supported by municipal governments and 
State Medicaid programs than they have been in the past, and are less 
able to provide uncompensated care. 

The Hill-Burton Act of 1946 authorized the Secretary to require 
assisted institutions to (1) make their services available to all persons 
residing in the facility's area (the community services assurance); and 
(2) provide a reasonable volume of uncompensated services to persons 
unable to pay (the uncompensated care assurance). The community 
service obligation specified that Hill-Burton assisted facilities were not 
to discriminate on the basis of race, creed, or color. 

Provisions for regulating the act and enforcement of the assurances 
have been extremely varied since its inception. In 1975, P.L. 93-641 
replaced the Title VI program of assistance with Title XVI and made 
several changes in the assurances program. These included (1) facilities 
receiving aid under Title XVI would now be obligated for an 
unlimited period of time; (2) the facilities aided under Title VI and 
XVI would file periodic compliance reports; (3) the joint State
Federal monitoring and enforcement process was ended, and the 
Secretary of HEW was given the sole responsibility, although States 
may participate on a voluntary basis; and (4) individuals could file 
complaints with the Secretary charging noncompliance by a facility. 
Proposed regulations were issued in October 1978 to which over 1,000 
comments were received. Two days of public hearings were held in 
December 1978, and the final rule was published in May 1979. 

Title VI assisted facilities have an obligation limited to 20 years from 
the date when they received Federal assistance, while those assisted 
under Title XVI are obligated for an unlimited period of time. 
Facilities must provide uncompensated care equal to 3 percent of 
operating costs, less Medicare/Medicaid reimbursements, or 10 per
cent of the amount of the assistance, whichever is less. In FY 1980 we 
estimate that 5,392 obligated facilities are to provide $435 million 
worth of uncompensated care. This figure will be adjusted annually 
for inflation in future years. The community service assistance has no 
expiration. 
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Since the publication of the final regulations we have held three 
meetings with the States and four public meetings in various parts of 
the country to explain its implementation. We have developed a 
providers' guide, an assessment manual, a complaint investigation 
manual, and a reporting form for institutions. We have mailed 14,000 
provider manuals to 7,000 institutions, and have notified each facility 
of its assistance amount. We also have distributed 87,000 signs, in both 
English and Spanish, to be posted by obligated facilities to inform the 
public about the assurance program. All activity related to Federal 
implementation and monitoring of this program must be carried out by 
27 staff members in the central office and 10 employees in the HEW 
regional offices. The law provides authority to develop memoranda of 
understanding with the States to carry out this responsibility, but we 
are not able to provide any financial assistance to States for this 
purpose. Although the Justice Department may investigate an alleged 
violation, there are no penalties for noncompliance above having to 
provide the obligated amount of care. 

The Hill-Burton program, affecting over 5,000 institutions, is a tool 
for assuring access to care for all members of the community and for 
removing barriers based on discrimination or inability to pay. The 
program also holds the potential, in some cities, for providing relief to 
public hospitals. By enforcing the obligation of some private institu
tions to provide uncompensated care, we may cut into the practice ·Of 
referring medically indigent patients to public facilities. However, it is 
also true that in some institutions with large numbers of Medicare and 
Medicaid patients from whom reimbursement, except for Medicaid in 
a few States, does not include reasonable costs of delivering uncom
pensated care, the Hill-Burton requirements may heighten financial 
difficulties. The same may be true in some States with rate setting 
commissions which will not allow hospitals to set rates high enough to 
cover the .costs to the institutions of uncompensated care. 

As stated above, it is our view that not all financially troubled 
institutions should be preserved, but that there should be a restructur
ing of the health care and long-term care services. A number of major 
cities exceed the guideline figures of four beds per 1,000 population, 
and are currently considered to have excess acute care beds. For 
example, Chicago has about five beds/1,000; Philadelphia, 4.6/1,000; 
and Cleveland 5.1/1,000. 

It is generally agreed that the presence of excess beds contributes to 
overutilization, and that even those beds which are not utilized or 
staffed generate significant costs for an institution. The costs of excess 
beds have stimulated an interest in bed reduction programs. The cost 
savings will vary, often related to whether a few beds, a unit, a wing, 
or a whole facility is to be closed. Unnecessary duplication, tertiary 
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care, and high technology services also is costly in terms of capital 
investment and staffing. In addition, evidence exists that health 
outcomes are better iii specialized units and services which are 
operated relatively near capacity than in those which are inadequately 
utilized. 

Several States have already begun or are considering programs to 
reduce excess capacity, partly because of concern about rising 
Medicaid costs. The State of Michigan is planning to reduce hospital 
beds by 10 percent, or 3,800 beds. A unique Coalition on Health Care 
Costs, comprised of the big four automakers, United Auto Workers, 
Blue Cross/Blue Shield, and the legislative and executive branches of 
State government, made this legislative mandate possible. 

Until the Public Health Service Act was amended by the Health 
Planning and Resources Development Amendments of 1979 (P.L. 96-
79), there was no Federal requirement that State certificate of need 
programs cover reductions or decreases in the bed capacity of a health 
care facility. The amended act, however, requires that a State 
certificate• of need program provide for the review and determination 
of need for any capital expenditure which "substantially changes the 
bed capacity of the facility with respect to which the expenditure is 
made." The Department has interpreted "substantial changes" as those 
which increase or decrease the total number ofbeds or distributes beds 
among various categories, or relocates beds from one ph¥sical facility 
or site to another by 10 beds or 10 percent. 

Although all of the standard criteria required for certificate of need 
reviews must be applied in reviewing bed reductions, certain criteria 
which relate to the health needs ofunderserved groups are particularly 
pertinent. State Health Planning and Development Agencies and 
Health Systems Agencies are required, both in developing their health 
plans and in conducting certificate of need reviews, to consider the 
extent to which the health needs of low-income persons, racial and 
ethnic minorities, women, handicapped persons, and other under
served groups are being met and will be met by proposals under 
review. 

I wrote a letter to all HSAs and SHPDAs in November 1979 
expressing concern about possible effects of closure and conversion on 
access. I stated that HRA policy was the HSAs should require that 
alternative services be in place prior to a closure and that they should 
have made a commitment to providing services to those who had 
previously utilized the facility or service to be closed. I also stated that 
retraining and relocation programs for displaced workers, when 
needed, were essential for HSA approval. This letter was prompted by 
a concern that alternative services were often still in the planning stage 
at the time of a proposed conversion or discontinuance, and that 
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hospitals in the vicinity which, on the basis of occupancy rate, had the 
capacity to provide replacement services were not always willing to 
do so. This was especially true when those affected were minorities or 
disadvantaged. Furthermore, it seemed apparent that unskilled and 
semiskilled hospital workers, often women and minorities, were those 
least likely to find other employment. With retraining, they would be 
useful resources providing needed services in long term care facilities, 
ambulatory settings, and home health services. 

Apart from requiring review under State certificate of need 
programs for capacity reduction, the Department is proposing to 
provide financial assistance for conversion and discontinuance with 
the objective of better balancing the levels and types of service 
available and containing costs. 

The Health Care Financing Administration is considering reim
bursement for costs attributable to reduction of patient care capacity in 
hospitals. The proposal would permit reimbursement for certain costs 
incurred by hospitals participating under Medicare and Medicaid that 
reduce patient care capacity. The proposed regulation also specifies 
the conditions that must be met by a hospital to receive reimburse
ment. The purpose of the regulation is to achieve savings by 
encouraging hospitals to reduce unneeded and costly patient care 
capacity. 

Proper health planning, coordinated by the local Health Systems.. 
Agency and the SHPDA, should prevent closure of needed services, 
as well as encouraging elimination of excess capacity. Any reviews 
conducted by the SHPDA for reimbursement will also address a 
number of civil rights concerns relating to access to health care. The 
Office for Civil Rights is preparing policy guidance regarding 
enforcement of the nondiscrimination requirements of Title VI of the 
Civil Rights Act for use by the HEW regional offices and by hospitals 
planning 'closures. 

In addition, the 1979 amendments to Title XVI included a new 
authority for actual grants to hospitals for conversion and discontin
uance of services. This would be a voluntary program to reduce excess 
hospital capacity and convert the unneeded beds to needed health uses. 
It would be a program of last resort of funding, and could assist 
financially troubled hospitals to retire outstanding debt as a prelude to 
closure. This program would also stress protection of access for the 
poor and minorities. ' 

The statute requires that the Secretary of the Department of Labor 
issue regulations regarding the fair and equitable treatment of 

1 
employees, and to certify that employees are fairly and equitably 
treated prior to HRA funding of an applicant. Funds could be made 
:available for retraining and relocation, and could also be awarded to\ 
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SHPDAs for excess hospital capacity reduction projects. The HEW 
Office for Civil Rights is closely involved in the development of 
regulations for this new authority, which is, as yet, unfunded. 
Authorizations are for $30 million in 1980, increasing to $50 million in 
1981, and $75 million in 1982. 

Not much is known about the effects of capacity reduction, so we 
consider such a program as a demonstration to be closely monitored 
and evaluated. HRA has recently published a monograph in the Health 
Planning Series titled Conversion and Other Policy Options to Reduce 
Excess Hospital Capacity, which presents 17 case studies and examines 
some of the issues. 

We recognize that hospitals in urban areas are often the sole source 
of health care for surrounding communities. However, a well-planned 
reduction of acute beds, together with reasonable access to an 
appropriate mix of alternative services, should help us realize the 
objective of providing adequate services while containing costs and 
improving the financial health of the remaining institutions. An 
example of the type of change we would like to see occurring would 
be reduction of a 600-bed hospital in an area exceeding the four beds l 
per 1,000 guideline, which has few ambulatory and emergency ~ 

services, to a 300-bed hospital with more ambulatory and emergency 
services, and with long term care, mental health, alcoholism, or drug 
abuse units. It has been estimated that this type of program could 
"save" $3 in health care expenditures for every $1 spent on discontin-
uance of excess capacity. 

Along with the heavy focus on the total health system and the 
availability of facilities, we must also recognize the importance of 
health personnel to urban health care delivery. For some time, the 
administration has recognized that the critical issue is not the total 
numbers of graduates in the various health professions, but serious 
geographic and specialty maldistribution. We have tended to train too 
many physicians who end up practicing specialized medicine rather 
than providing primary care services. In addition, physicians and other 
health professionals tend to practice in more affluent urban areas, 
suburbs, and medium-sized towns rather than in the inner cities or 
remote ~eas. In many S~!es, lo~ Medicaid. reimburseI?en~ rates for / 
office VISlts serve as a d1smcent1ve to openmg a practice m a poor 
neighborhood. 

Prior to passage of the Health Professions Educational Assistance 
Act of 1976, most shortage area designations were in rural areas. This 
was because the criteria for shortage were based primarily on / 
practitioner-to-population ratios applied to county data, and most/' 
urban counties did not qualify. However, the HPEA Act of 1976 
specifically mandated designation of urban as well as rural areas, and 
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designation of population groups as well as geographic areas. In 
addition, that legislation required that indicators of health status and of 
access to health services be considered along with practitioner-to
population ratios. 

To implement these legislative provisions, HRA developed revised 
criteria for determining shortages of health manpower. These criteria 
allowed for designation of urban neighborhoods and population 
groups such as medical,ly indigent and Spanish-speaking populatioqs 
with health manpower shortages within metropolitan counties which, 
on the whole, had adequate supplies of health manpower. As a result 
of our application of these criteria, approximately 25 percent of the 

r currently designated primary care health manpower shortage areas, 
including designated population groups, are in metropolitan areas. 
Moreover, the population residing in these areas represents 50 percent

f of the total population of all primary care health manpower shortage 
areas. 

The designation of a health manpower shortage area can allow the 
community to receive certain assistance, such as the discretionary' 
funding to urban HSAs serving areas with a significant problem 
discussed above. The designation of a medically underserved area also 
makes the .area eligible for the placement of a physician or other health 
care provider through the National Health Service Corps. The 
Community Health Centers and Urban Clinics programs administered 
by the Health Services Administration also provide direct services to 
these areas. 

It is currently the intent of the administration to eliminate general 
institutional support for health professions schools, and to concentrate 
on funding targeted programs aimed at meeting identified needs. These 
needs will generally fall into the two categories of correcting 
geographic maldistribution and increasing the proportion of primary 
care practitioners. 

One of the most important programs for placing physicians in 
shortage areas is the National Health Service Corps Scholarship 
Program and the National Health Service Corps. Medical students 
who are committed to entering a primary care field such as family 

~,, practice, gene;:ral pediatrics, or general internal medicine, as well as 
\ psychiatry are supported through the scholarship program. In return, 

following a deferment for residency training, they must agree to serve, 
\ where placed, in a shortage area on the basis of a year of service for 
\ each year qf support. Currently there are 1,070 scholarship recipients 

\ fulfilling th~ir service obligation, and 8,988 individuals in awardee or 
\ deferment status. A major objective of the program is to have a 
\ number of practitioners remain in the area following the time of 
\ obligated service. There are some who think that the stresses of 
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practice in certain inner-city areas are such that it is more realistic to 
think in terms of part-time, inner-city practice for physicians, and 
greater utilization of physician extenders. A limited number of other 
health professionals also are supported through the scholarship 
program. Many of the other health professionals have been recruited 
directly into the corps to work at the corps site. 

For the past 20 years, large numbers of foreign medical graduates 
have entered this country for graduate medical education, filling 
significant numbers of residency positions. A disproportionate number 
of these slots have been in those hospitals less attractive to U.S. 
medical graduates. From both a quality of health care perspective and 
a foreign policy "brain drain" point of view, the influx of FMGs was 
viewed as an undesirable situation. 

1 
Title VI of the Health Professions Educational Assistance Act of I 

1976, Public Law 94-484, as further amended by Public Law 9'5-83, 1 
contained several amendments to the Immigration and Nationality Act 
that significantly affect the process by which FMGs are allowed to 
enter the United States as immigrants or exchange visitors, and limits l 
the time for remaining in the country. 

In order to enter the United States to participate as an exchange 
visitor or in a graduate training program, a foreign medical graduate 
must have passed the visa qualifying examination or obtained a waiver 
of the requirement under the Substantial Disruption Waiver Provision 
discussed below. The number of FMGs entering the country through 
either avenue has been dropping sharply as indicated by the total 
number of exchange visas under the Educational Commission on 
Foreign Medical Graduates sponsorship: in 1975, 7,507; 1977, 5,310; 
1979, 2,578. 

In the graduate medical education programs conducted in hospitals, 
the high reliance on FMGs had become a serious issue. The FMGs 
filled 29 percent of graduate medical education positions in the United 
States and 28 percent of the first-year positions in 1974-75. By 1978 
these figures had begun to reflect a downward trend, and FMGs 
represented 15.4 percent of all residents in graduate medical education 
programs. 

If entering FMGs were evenly distributing themselves by location, ( 
by specialty, and by type of hospital, the impact of the recent 
Immigration and Nationality Act amendments would be minimal. 
However, it was clear from data collected by the American Medical / 
Association in 1977, that the reliance on FMGs to fill house staff 
positions was concentrated in certain types of hospitals, geographic 
areas, and specialties. For example, 73 percent of the FMG-filled / 
residency positions were located in nine States: New York, New ( 
Jersey, Illinois, Delaware, District of Columbia, Maryland, Michigan, 
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Ohio, and Pennsylvania, even though only 35 percent of the U.S, 
population resided in the same States. 

Several of the large metropolitan areas, especially in the Northeast 
and North Central regions, showed high proportions of FMGs ~ 
residency positions. FMGs filled substantial proportions of the tot.al 
number of residency positions in the following metropolitan areas: 
Baltimore, 40 percent; Chicago, 46.6 per.cent; Cleveland,, 36.6 perc~nt; 
Detroit, 37.4 percent; New York,City, 42.1 percent; and _1:?hiladelp4ia, 
30.6 percent. 

In addition, • a large proportion of hospitals in several major 
metropolitan areas had more than one-half of their residency pos~tions 
filled by FMGs: Baltimore, 56 percent; Chicago, 70 percent; Cleve.
land, 75 percent; Detroit, 44 percent; New York City, 52 percent; and 
St. Louis, 54 percent. 

aecause of the expected severe reduction in the number of alien 
physicians entering the United States annually as a. result of the 
amendments to the law, Congress provided for waivers.oftwo•ofthese 
requirements on a case-by-case basis, The waiver clause, which 
extends through December 31, 1980, can be granted if a graduate 
medical education pr,ogram can demonstrate that application of these 
requirements would result in a "substantial disruption" of health 
services. The substantial disruption waiver was developed to provide 
programs and institutions traditionally placing significant reliance on 
alien physicians, a transition period during which placement of sucp. 
physicians may continue, but in decreasing numbers. During this 
transition period, programs and institutions are expected to develop 
alternative provider resources and to attract primarily graduates of 
U.S. medical schools. If substantial disruption waivers fail to meet the 
manpower needs of particular programs or institutions, the waiver 
mechanism provides for an appeal process in which additional waive.rs 
can be requested. 

A Federal Substantial Disruption Waiver Appeal Board has been 
established to consider appeals from those programs and institutions. 
The Waiver Appeal Board functions in an advisory capacity to the 
International Communications Agency, the agency responsible for 

"' administering the exchange-visitor program for alien physicians. The 
\ waiver mechanism has been in operation since May 1978. Information 
\. collected since the program became operational supports the early 

\ predictions on the -geographic location of hospitals which would be 
\ most •severely affected by the reduction in FMGs. Hospitals in some 
\
\ cities have been much more aggressive and successful in reducing their 
\ dependence on FMGs than those in other urban areas. For example, of 
, 64 applications for 185 positions considered during calendar years 1978 
~ and 1979, 52 .were from public and private nonprofit hospitals in the 
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Northeast and Central Northeast regions for 171 of these 185 positions. 
Large cities also were heavily represented in the applicant pool. For 
example, 38 of the applications were from urban centers, while 18 
were from medium-sized cities, and 8 were from small cities and/or 
rural areas. 

The statistics on the specialty programs, however, are not as 
consistent as was expected. While neurosurgery, psychiatry, anesthesi
ology, pathology, and other specialties which rely heavily on FMGs 
are reflected in the applicant pool, the primary care specialties of 
pediatrics, internal medicine, and surgery also represent large numbers 
of training programs. This may reflect the heavy utilization of the 
waiver mechanism by hospitals in large urban centers which provide 
extensive primary care services, as well as acute in-patient services. It 
is estimated that as much as 75 percent of outpatient services in the 
New York metropolitan area is provided by FMGs. It is likely that a 
limited extension of the waiver authority past the December expiration 
date will have to be considered by the Congress, especially for the 
greater New York City metropolitan area. 

Physician extenders, a term which encompasses both nurse practi
tioners and physician assistants, are another source ofhealth personnel, 
particularly in organized care settings such as urban clinics. A number 
of studies have shown that physician assistants and nurse practitioners 
perform those functions for which they are trained equally as well as 
physicians. The degree of supervision under which they must practice 
varies from State to State, depending on the medical practice acts as 
well as the various Medicaid reimbursement rules. Medicare Part B 
reimburses only for the services of a nurse practitioner incident to a 
physician's professional service. The fact that a nurse practitioner may 
cost more out-of-pocket for the patient reduces utilization, even if the 
overall cost is less. 

A study in 1979 indicated that 23 percent of nurse practitioners were 
practicing in inner-city areas and that 60 percent of nurse practitioners 
were employed in ambulatory clinical practices such as community 
based clinics, with an additional 10 percent employed by health 
departments or home health agencies. Since 1972, 7,600 physician 
assistants have been graduated from federally assisted programs. The 
number of females in the profession, which was once dominated by 
former military personnel, has increased markedly, but minority 
representation has not. The Federal grant program has' required 
deployment of students to health manpower shortage areas, and 
studies have shown that graduates do tend to locate in both urban and 
rural shortage areas. Although data are not available on the impact of 
P As on the populations of interest to the Commission, studies indicate I 
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that PAs have definitely had an impact on accessibility to care where 
access was previously minimal. 

The Area Health Education Centers program is aimed at training 
physicians and other health care providers with a primary care 
orientation, and requires that a significant portion of the training take 
place in a rural or urban site remote from the health science center. 
This program hopes to interest developing health professionals in 
practicing in such locations, while also providing important profes
sional linkages for existing practitioners in that area. 

Although th~ predominant number of AHEC projects, originally 11 
and now 21, were oriented toward rural areas, 3 have been rural-urban 
and 4 have been totally urban in nature. The AHEC program, begun in 
1972, was developed along lines recommended by the Carnegie 
Commission. Its goals are to improve access to health care services iq 
underserved areas by providing decentralized training, education, and 
experience; increasing primary care training; and encouraging more 
efficient utilization of health care personnel. The program is continual
ly being evaluated, most recently by the Carnegie Council, as well as 
the Department in a report to Congress, and has shown some positive 
results, both in stimulating new practitioners to locate in underserved 
areas and in making it more professionally rewarding for those who 
are already there to remain. 

In talking about health professions, we have used the term, "primary 
care." We are concerned that increasing numbers of physicians have 
gone into the specialties and subspecialties, while the greatest need is 
for the primary care practitioner, who is the physician one sees first, 
and who is capable of treating 90 percent of our ailments (according to 
the Institute of Medicine) and who refers patients to specialists as 
appropriate. 

A primary care practice is not hospital based, and often is not as well 
reimbursed by third-party payers. In addition, it is less prestigious in 
academic. health science centers than surgical specialties and those 
which are more closely tied to the research community. However, 
meeting the health needs. of the disadvantaged will require primary 
care physicians. In targeting support for medical education, HRA is 
providing funding for primary care residencies in general internal 
medicine, general pediatrics and family practice, and family medicine 
curriculum development. For these projects, a preference for funding 
is given to applications which propose a substantial portion of the 
training program in health manpower shortage areas (Section 332) or 
in a feder~ly f11nded AHEC. Many of these are in urban settings. 
Support also has been provided for the development of geriatrics and 
nutrition curricula in medical education. It is our position that 
geriatrics ought to be incorporated into all medical education rather 
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than becoming another subspecialty. We also have provided support 
for projects such as interdisciplinary team training for hospice care. 

There is concern in all parts of the country about the high vacancy 
rates for nurses in hospitals. In 1977 there were 1,401,633 nurses in the 
Nation; some 423,400 of them were not employed in the nursing field. 
The various nursing education programs graduated 77,874 new 
students in 1978. We are currently attempting to better understand the 
factors affecting the high dropout rate, such as salary, scheduling, 
burnout, and career mobility opportunities. It is more logical for us to 
study such factors than to produce more and more graduates to 
compensate for the numbers of nurses leaving the profession. We 
intend to have the Institute of Medicine of the National Academy of 
Sciences carry out a study over the next 2 years on issues relating to 
nursing education and retention. 

Apart from generalized support of nursing education, we have been 
supporting programs aimed at furthering identified priorities. These 
projects include nurse practitioner programs focusing on women's 
health and on geriatrics. Other projects address the needs of women in 
childbearing and childrearing. Although such programs are organized 
along disciplinary lines or focus on subject areas as in nursing research, 
it is easy to see their relevance to the health care of target populations 
in urban areas. 

It is unclear in the present fiscal situation what funds that have been 
available for undifferentiated support ofhealth professions schools will 
be redirected into targeted priority activities. With the decreasing 
level of Federal support for health professions students, the role of the 
States is increasingly significant, both in terms of financial resources 
and potential service obligations. A number of States also are imposing 
service requirements on health profession students who have attended 
State-supported schools or on those who have received State financial 
assistance. ·we are increasing our monitoring of State activities in this 
area, and are attempting to coordinate service obligations for students. 

The Commission has asked us to discuss the quality of health care 
received by target population groups. We do not, however, participate 
in the actual monitoring of the quality of health services delivered. 

The principal health professions programs administered by this 
agency which relate to quality are those in curriculum development 
and continuing education development. We also have played a strong 
role, in conjunction with various health professional associations, in 
supporting the development of credentialing standards for these 
personnel. 

Within the Health Resources Administration, the Office of Health 
Resources Opportunity directs the Health Careers Opportunity Pro
gram, which funds projects aimed at the identification, recruitment, 
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and retention of minorities and the disadvantaged into the health 
professions. We cannot provide direct data on the relevance of this 
program to urban health care for population groups of concern to the 
Commission, except to note a study published by OHRO titled "The 
Treatment Practices of Black Physicians," which states that in 1975, 87 
percent of patient visits to black physicians were by nonblacks. One 
can infer that the training of more minority health professionals 
increases access for minorities. Currently, blacks constitute 5.7 percent 
of medical students; mainland Hispanics, 2.8 percent; and women, 25.3 
percent. We have found that over the last 9 years, the average percent 
of minority students in the first year was 9.3 for those nonminority 
schools which received grants under this program, compared with 6.8 
percent for schools which did not receive grants. 

Although place of residence is not a determining factor for 
participation in HCOP programs, except for those directed at 
American Indians, a listing of HCOP grantees shows that 131 are 
urban centered out ofa total of 151. It can be assumed that a significant 
number qf the more than 10,000 youths served by these projects are 
from urban settings. The projects themselves range from general 
information and motivation at the secondary school level through 
identification and compensatory education. This program does not 
provide student assistance; however, approximately 640 students in FY 
1979 were recipients of Exceptional Financial Need Scholarships for 
the first year of health professions education. These scholarships 
enable the student to determine how well-suited he or she may be to 
such an ~ducation before incurring a debt for tuition loans. The 
prograip. is based on need and not racial or ethnic background. 

It is, of course, obvious that urban health is influenced by much 
more than the availability of health care facilities, services, and 
personµel. Adequate food, housing, education, a healthful environ
ment, and a health promoting iifestyle are critical elements. Even 
within the realm.of actual health services, we need better coordination 
between financing and reimbursement practices and programs which 
deliver health services or which promote the development of health 
resources. Building a structure for the planning and implementing of a 
rationally organized health care system and training professionals to 
provide needed services is an important part of.a broader approach to 
problems relating to urban health. 

I am ready to respond to questions. 
COMMISSIONER SALTZMAN. Of course. Your entire paper will be 

included. 
We will come to the respondents at this point. I will introduce all 

three at one time. First is Marilyn G. Rose. 
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Ms. Rose has been an attorney with the Center for Law and Social 
Policy in Washington, D.C., since 1974, In this position, she has 
engaged in major law reform activities in the he~lth area, directed 
towards increasing access for the poor and minorities into the health 
system. Ms. Rose was actively involved in the first case brought to 
enforce the obligation of hospitals b11ilt with Hill-Burton monies. The 
successful resolution of that case resulted in issuance of regulations by 
HEW and in attempts to effect compliance by New Orleans hospitals 
with Title VI of the Civil Rights Act of 1964. 

Among her major cases is one challenging HEW for its failure to 
enforce nondiscriminatory site selection for hospital relocation. As a 
result of the case, HEW instituted changes in its procedures for 
reviewing civil rights impact ofhospital planning applications. 

Ms. Rose has testified before congressional committees and, since 
1972, has held the position of chairperson of the Health Task Force, 
Leadership Conference on Civil Rights. She has also given numerous 
lectures and seminars on aspects of health law at1law schools and 
schools of public health, as well as legal training sessions. 

Ms. Rose graduated from Brandeis University summa cum laude, 
with distinction in political science, and graduated from Harvard Law 
School cum laude. 

She will be followed by Janice M. Robinson. Janice M. Robinson 
has served as executive director,. National Association of Community 
Health Centers (NACHC) since November 1979. NACHC is a 
primary advocate for ambulatory health care delivery programs in the 
United States. 

Prior to becoming director of the NACHC, she ser,ved as executive 
director of the William Fitts Ryan Community Health Center in New 
York City from 1972 to 1979. In addition, she was also a member of 
the Ambulatory Care Standards Task Force, Region II, Departm:ent of 
Health, Education, and Welfare (DHEW); the Urban Health .P.olicy 
Task Force, Bureau of Community Health Services, DHEW; and the 
National Minority Health Consortium. She also testified before the 
House Appropriations Committee regarding Neighborhood Health 
Center Programs and their proposed budgets in 1977 and 1979. 

Ms. Robinson has presented many papers to professional health 
organizations, including "Health Services of Medically Indigent in An 
Urban Setting," presented at the National Health Council in Philadel
phia, 1976; and "Community Health Centers: An Experience in Cost 
Containment," presented at the New York Academy of l\:fedicine, 
Annual Health Conference, 1979. 

During the period 1973 to 1978, she was a guest lecturer and 
lecturei: at Cornell University, New York University, Hunter College, 
and Manhattan College on health areas such as con:imunity health 
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centers, community participation, alternative models of ambulatory 
care, and planning for health services. 

Ms. Robinson received her B.S. degree from University of Bridge
port School of Nursing and her M.S. degree in nursing from New 
York University. 

Dr. Wing is our third respondent. Dr. Wing is currently assistant 
professor of health law with a joint appointment in the School of Law 
in the School of Public Health at the University of North Carolina. Dr. 
Wing was the deputy civil rights officer for the California State 
Department of Health. In that position he had responsibility for 
enforcement of Title VI of the 1964 Civil Rights Act and other laws 
relating to equality in health service delivery, both in departmental 
programs and in services delivered by contractors and licensees. He 
has also been affiliated with the National Health Law Program in the 
capacity ofassistant director and, later, acting director. 

Dr. Wing's current professional activities include appointment as 
legal counsel to the Institute of Medicine committee conducting a 6-
month study on health services to minorities and the handicapped. He 
is also an elected member of the board of directors, National Health 
Law Program, as well as a consultant to the Legal Services 
Corporation. 

Dr. Wing holds an A.A. from Foothill College, a B.A. from the 
University of California at Santa Cruz, the J.D. from Harvard Law 
School, and M.P.H. from the Harvard School of Public Health. 

Ms.Rose. 

RESPONSE OF MARILYN ROSE, ATTORNEY, CENTER FOR 
• LAW AND SOCIAL POLICY 

Ms. RosE. I would like to thank the Commission for the invitation to 
speak here today. I will try to limit my remarks, which is somewhat 
difficult because ofmy years of experience in this field. 

Once upon a time I was a HEW civil rights lawyer. That was in 
1966, during the desegregation of southern hospitals, when the 
decision was made on the White House level to use Medicare to 
desegregate those hospitals. After 18 months the blinds were pulled 
down on the window when we wanted to get beyond the issue of 
simple segregation. Since 1970 I have been in the private sector, first 
with the National Health Law Program, the federally funded legal 
service backup center, and then with the Center for Law and Social 
Policy, a privately-funded public interest law firm. 

For the last 6 years I have been involved in probably the bulk of the 
civil rights and poverty law cases in the access area. Even though I 
know Dr. Foley personally and I believe that he is speaking with good 
faith, my experience is one of cynicism. I do not believe any of the 
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promises which HEW makes in the statement. I do not believe ·the 
promises can be fulfilled by government as it is organized. 

It is unfortunate that we are here 15 years after Title VI passed, and 
they have still yet to do what is authorized to be done by the Office for 
Civil Rights, HEW. In the early days of the program, the focus was to 
eliminate overt signs of discrimination. That took place and little more 
was done by HEW. 

In 1970 I instituted, with New Orleans legal services attorneys, the 
first of the Hill-Burton lawsuits. I did not recognize at the time the size 
of the endeavor. Most Hill-Burton hospitals were violating their 
obligations. They had given 4 years of obligations to give compensated 
care, but no State agency or HEW did anything to enforce those 
obligations. It took court orders and Federal judges in cases brought 
by legal services offices to obtain the first substantive regulations in 
1972, and those were limited to free service. 

When we attempted to get HEW to recognize that Hill-Burton 
hospitals had obligations to serve Medicaid populati'ons, we had to go 
for another court order. In 1974 we finally got the regulation on that 
subject. There was reference this morning to a recent case in Texas, 
but 7 years ago we had a Federal judge in Louisiana say that obligation 
existed. 

The Office for Civil Rights in 1974, ~s a result of a consent 
agreement on the Title VI issue in the case, began an investigation of 
18 hospitals in the New Orleans metropolitan area. However, we had 
to keep pressing HEW to get any action. In 1978,,4 years after the 
consent, HEW finally sent notices against three oJc the ,hpspitals. I 
asked the Office for Civil Rights recently what they were goip.g to do 
about the other hospitals. I am still awaiting an answer. The problem, I 
am told, is limited resources. 

You heard this morning about a suryey form the Office for Civ,il 
Rights is going to send out. It is a joint survey form. It is going to ask 
questions about both civil rights compliance and Hill-Burton compli
ance. It is a result of another case that started in 1974. In early 1975 we 
amended the 1974 complaint, adding allegations involving noncompli
ance with the new Health Planning Act, which became law on the 5th. 
of January, 1975. This law is administered by people in Dr. Foley's 
bureau. That health planning law did not suggest that data be 
gathered, it mandated that the data be gathered. If you read the health 
committee hearings in 1974, we made complaints, the General 
Accounting Office made an investigation, and Senator Kennedy had Ian oversight hearing. The report of that hearing said one reason HEW 
did not know whether these assurances were lived up to was because 
HEW did not get data. 
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After many more stays of action and mountains of paper, in the 
summer of 1978 I got a consent agreement from HEW that HEW will 
issue new regulations, under the act signed into law in January 1975, 
and that HEW would develop information forms to comply with the 
requirements. In January 1980, a draft assurance reporting form was 
finally sent to the Office of Management and Budget for the free 
service part of the assurance. The civil rights part of the assurance is 
going to be combined with a survey from the Office for Civil Rights 
by the 30th of April of this year. This is 4-1/2 years after the statute 
was enacted. 

In fact, the regulations which Dr. Foley alluded to, published in the 
Federal Register May 1979, were published after the original act would 
have disappeared except for a continuation. It is the problem of 
dealing with an agency understaffed. _c} think Dr. Foley's staff who 
work in the Hill-Burton area consists of 17 employees or maybe only 
14 employees, enforcing assurances from 7,000 hospitals. 

The question is, where is the commitment? There is another area 
talked about today, the closure of public hospitals and the relocation of 
private hospitals. The Commission alluded to it this morning. It was 
alluded to in Roma Stewart's testimony. Dr. Foley alluded to it also. It 
is very serious. Nothing had ever been done by HEW about relocation 
until we brought the original cases. 

In Wilmington, Delaware, we brought the only case that tried to 
stop a hospital before relocation occurrec;I. OCR was reluctantly 
dragged in to investigate and found that there was a problem with 
moving the hospital 8 miles outside the city, where 76 percent of the 
elderly and 88 percent of the minorities live. However, HEW found 
that a shuttle bus will take care of the discrimination. We fought that in 
court. We had been fighting it for 3-1/2 years. We were initially 
denied our private right of action, but the third circuit reversed. 
(Incidentally, HEW at first took the position that we were not entitled 
to a private right of action, but changed its denial in the third circuit, 
to be consistent with the position the Solicitor General was taking on 
Title IX cases before the Supreme Court.) We had a 5-week trial 
finally in 1979. We suspect we may have to appeal to the third circuit 
again. 

\ 
\ 

\ HEW has not helped us there. They have not helped in any of the 
cases, although they could say that when you get Federal monies, $25 
million of Medicaid or Medicare money a year, if you want to 
continue to get this money, you have to stay where the poor folks are, 
where high risk populations are. You have a minority population in 
Delaware. Thirteen percent of the population of New Castle County is\ 

I minority. But 45 percent of tqe premature nursery days are minority.\ 
These are the high risk premature babies. Yet, the whole obstetrical\ 
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services want to move out to the suburbs. The problem is the health 
planning operation looks at it as this is good health care and that they 
have no responsibility to look at it. The civil rights people say we 
cannot stop anybody if they want to go. This is the kind of problem 
that we have with HEW. 

In fact, soon after we instituted the Wilmington Medical Center 
case, I took depositions of the people in the Office for Civil Rights and 
they never heard of the HEW planning responsibilities of Dr. Foley's 
agency of HEW. Some regulations were issued a couple of weeks ago 
that are pretty good on paper. What are they really going to mean in 
fact? What is really going to happen? Dr. Shirley testified about the 
State planning agencies, the SHPDA; he talked about an agency 
which is HEW, through Dr. Foley's operation. It is composed of 
people who are a part of the white establishment. That is what has 
happened. That was what happened in Delaware. The establishment 
decided what it wanted. HEW will not combine its Office for Civil 
Rights and planning responsibilities to say no. They say, "Maybe if 
you make a few corrections," which we find meaningless. 

We have had this same problem in free service and community 
service programs of Hill-Burton, and the civil rights program; they are 
all part of the same package. Dr. Foley's program used a word a while 
ago in relationship with OCR coordination and I think he said strong 
relationship with OCR. I don't know what kind of a strong 
relationship there is. Let me give you an example of current lack of 
such relationships. The reporting form was sent 1to the Office of 
Management and Budget to be approved by 0MB before being sent to 
the hospitals. After it went over there, some 30 letters were sent to 
community groups to the Office of Management and' Budget, pointing 
out these differences in the question asked in community service 
regulations. There was no data asked about them. You cannot tell how 
they were going to be enforced. The person in the Office of 
Management and Budget who reviewed the forms was impressed by 
the issue raised in these 30 letters. He went over to HRA armed with 
questions he thought they should add to the assuranceform. 

HRA said, "We don't want to use that data, so, it should not be put 
into the form." The interesting thing is that HRA had signed an 
interagency agreement with the Office for Civil Rights, and the Office 
for Civil Rights was going to administer this community service 
assurance. The Office for Civil Rights wanted this information. 
However, nobody told the Office for Civil Rights· that this meeting 
was taking place and the Office of Management and Budg~t did not 
know the coordination agreement had been made and the responsibili
ty was over at the Office for Civil Rights. He should have been talking 
to them, but nobody told 0MB. 
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The Health Resources Administration did not contact anyone. It 
took a couple of people outside HEW, like me, calling back and forth 
between HRA, OCR, and 0MB and acting as a liaison between 
different factions of Government. When I thought the Office for Civil 
Rights contacted HRA and nothing was happening, I decided to call 
Dr. Foley myself, directly. It was already oui of his agency, out of his 
jurisdiction, and he knew nothing about it. It is a fascinating story of 
what happens in bureaucracy. Well-meaning people buried in various 
places. ·m, 

I am very cynical because of events which these stories relate of 
what we are going to get government to do. Federal money is in every 
one of these agencies, and Title VI rights go with it. Title VI money 
goes to the State health planning agency when it does its function. So 
it has to respond to civil rights. It goes to health service agencies and 
hospitals and to the entire health apparatus. The reason is they can't 
function without-it. But, 15 years after Title VI, little has been done by 
HEW. All the litigation has been done in the outside market, by my 
program, in the National Health Law Program, and by a dozen or two 
or three dozen legal service lawyers who work with us and who have 
gotten HEW to be responsive. 

It does not mean there are not people within the agency who would 
like to be able to do these things. However, it seems to be an absolute 
impossibility .to get them to fi,mction without court orders. These court 
orders co~e ve;y expensive. 

One 9_ther p9,i,nt, and maybe this is a good lead in to Ms. Robinson 
who heard one of my clients, About 5 years ago, we sued Dr. Foley's 
predecessor, because in 1970 Congress amended the law to give a 
priority for the outpatient construction monies to go to projects in 
poverty areas to serve poverty residents. The money was-to use a 
term---'"ripped off." We have gone through years of litigation. We got 
interpretation after interpretation. If a hpspital is located in the 
poverty area, its emergency room can get the money even though they 
have deposit requirements and the poor people could not get served. 
In our review of the files during discovery, we found money was 
transferred illegally for inpatient functions. 

The simple fact is, it has taken lots of effort and lots of time of 
outside people. The question is, when is HEW going to get its act 
together? 

COMMISSIONER SALTZMAN. Thank you. 
I might say, Dr. Foley, that after all of our respondents, you will 

have a few moments to respond. 
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RESPONSE OF JANICE ROBINSON, EXECUTIVE DIRECTOR, 
NATIONAL ASSOCIATION OF COMMUNITY HEALTH CEN

TERS 
Ms. ROBINSON. Mr. Chairman and members of the Commission, I 

appreciate the opportunity to speak to you this afternoon. I will 
respond to the presentation by speaking about the Community Health 
Center movement in this country, and the people it serves. 

The program was begun in 1967 under OEO. There were initially 
164 health centers funded through this means throughout the United 
States. They were set up primarily to meet the needs ofrthe poor and 
minorities in this country. They were set up as alternatives to hospital 
outpatient departments and emergency rooms. 

As I said, they were originally funded by OEO; however, by 1973 
all programs were transferred to DHEW. There was originally no 
charge to the individual patients that were considered medically 
indigent for the service they received. Eligibility requirements were 
based upon family income and limited to the poverty level or below. 

Once the program was transferred to DHEW, a sliding fee scale was 
mandated for all centers based upon income and family size. This 
created somewhat of a problem for a number of patients who could 
often ill afford the minimum charge, though they may have been 
ineligible for Medicaid. They were either unemployed or inadequately 
employed and therefore had no health insurance. 

The centers were funded under Section 314E of the Public Health 
Service Act,.initially, but P.L. 94-63 established them,as a recognized 
entity that should be authorized for appropriation by the Federal 
Government. Originally, they were demonstration lf)rojects ,for the 
poor. However, once under the administration of HEW, health centers 
were to serve the entire community, regardless of income. P.L. 94-63 
mandated specific primary services to be provided. First, provision of 
physician services, diagnostic and treatment services, preventive 
health services, including eye and ear examinations, perinatal care, 
child care, family planning services, emergency medical services, 
transportation as required for adequate care, preventive dental 
services, and pharmaceutical services. The centers may provide 
supplemental services, but the problem is, often there are not adequate 
resources for the center to provide the services. These include 
rehabilitation, mental health service, therapeutic radiological services, 
health education environmental services, as well as promoting and 
facilitating optimum use of primary health services. 

All of that is fine, except there are not enough dollars to do it. The 
grants given to these programs from HEW are for subsidizing the care 
of the medically indigent, that is, those ineligible for Medicaid. 
Reimbursement for Medicaid patients comes from individual State 
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health departments basically. Medicaid reimbursement is generally less 
than cost. There are a few States, New York and California in 
particular, where there is an attempt to provide reimbursement at an 
inclusive rate as opposed to a fee-for-service basis. For most of the rest 
of the country, health centers are not treated as institutional providers 
but are reimbursed solely at a rate for an individual physician. Health 
centers are treated as individual private practitioners. Since health 
centers must rely upon third parties, for sometimes as much as 50 
percent of its budget, the impact can be devastating. An additional 
factor which· .impacts upon the economics of health centers is 
unemployment. The inner cities of this country have some of the 
highest rates of unemployment. I was formerly the director of a health 
center. Unemployment in the community there reached 20 percent in 
1976. Concuqent with this, the State reduced the level ofeligibility for 
Medicaid recipients, as well as reducing the number of services that 
they would cover (all to "save" money). These acts reduced the 
center's ability to provide services to the poor. 

Hospitals, which have greater financial resources, managed to have 
the effects of the State's actions on them muted. While a cap 
(maximum level of reimbursement) was placed upon independent out
of-patient hospital facilities-health centers fall under this category
they removed the cap for hospital outpatient departments. Those same 
hospitals, particularly voluntary hospitals, have had the ability to tum 
away people who cannot pay, and most often they are directed to 
health centers, who may not tum away anyone because of inability to 
pay. 

Voluntary Q't)Spitals in New York City increased the cost of 
individual patient's visits to the outpatient department. In fact, most 
voluntary hospitals, and I will use the example of New York City, 
have stated that unless a patient can pay the fee when they walk in the 
door, they will not be served in the outpatient department. The 
min.imum fee in most hospitals at this point is $10 to $15 for a clinic 
visit. Many of the medically indigent who utilize health centers can ill 
afford a $3 fee, let alone afford $10 or $15. 

There is a built-in inequity between hospitals and community health 
centers. Compounding the problem has been the fact that grants to 
community health centers have remained stable, if not reduced, for the 
past 3 consecutive years despite double-digit inflation, rising unem
ployment which has increased the volume of demand placed upon 
community health centers. Despite this reality there has been a 
proposal for recision in 1980 dollars for community health centers. 
There is continuing concern, and it was addressed in Dr. Foley's 
paper, regarding the trend of hospitals to close in inner cities, or to 
reduce in size, or to relocate to the suburbs. Once again, the Federal 
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Government is attempting to find ways to put dollars into the same 
institutions that have consistently rejected the poor and minorities in 
this country in terms of delivering service, while penalizing those 
entities that consistently have served the poor and minorities. Ms. 
Rose has already discussed the Hill-Burton problem. Under that 
program, only a few health centers received any money. None was 
received to develop facilities, many of which are in poor physical 
shape, and some of which are out of compliance with the State code. 
They are out of compliance because there has been no money made 
available for health centers to correct these deficiencies. Recently 
HEW entered into an interagency agreement with Farmer's Home 
Loan Program that provides loans for rural health centers. The Rural 
Health Clinic Act provided clinic support to communities which need 
the support and allows for an urban demonstration. There has been no 
urban demonstration, nor has there been any parallel program to allow 
for dollars for plant modernization or replacement for urban centers. 

Despite all the problems, health centers have in fact helped 
community government. Fifty-one percent of the board of directors of 
the community health centers are made up of actual users of service, 
the poor and minorities. They in fact, by law, are responsible for 
approval of all budgets, approval of services to be provided, the hours 
of services to be provided, the hiring of the chief executive officer, as 
well as all personnel policies. Under P.L. 94-63, the board of directors 
has legal and judiciary responsibility for the health centers. Health 
centers have been able to show they can reduce hospitalization 
between 34 and 50 percent..Health centers have provided jobs for 
minorities, and have provided access to the jobs in adfriinistration, and 
to professional jobs, when the doors have been closed in other areas. 
They have in fact reduced their administrative cost by 12 percent. 
Despite these accomplishments, they do not receive the same notoriety 
as hospitals who fought against cost containment' and have not 
matched the same rate of productivity or reduction in administrative 
cost. 

The average cost per encounter for a health center is approximately 
$32. For a Medicaid patient, the same service is $55. The annualized 
cost per year for all services for a patient in a health center is $96. For 
Medicaid patients the cost is $155 annually. I think these figures speak 
for themselves-in terms of the effectiveness of these programs. It has 
been shown through studies that they provide equal, if not better, 
quality services in ambulatory care. 

A particular area of concern that I have is that ofmanpower. One of 
the things that is generated from Dr. Foley's department are the 
regulations concerning designation of health manpower service areas. 
The criteria, as they are listed in urban areas, generally mitigate against 
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health centers being able to be qualified as health manpower shortage 
areas (HMSA). The criteria set-up is based on population, percentage 
of poverty and elderly, and infant mortality rates within the popula
tion, as well as the ratio of primary care physicians to population. In 
the inner city, the population is heterogeneous. The poor get lost when 
you average out numbers. When one counts physicians, one is 
counting doctors who are teaching at hospitals, private physicians 
who often refuse to serve Medicaid and Medicare patients, and 
physicians who have retired. (You are dealing with a home address 
rather than a practice address.) There is less manpower available for 
the inner-city poor and minority. Being designated an HMSA is 
essential to eligibility for National Health Service Corps physicians. 
Once eligible, many inner-city health cc,!nters would like to be able to 
have minority physicians, as most inner-city patients of health centers 
are minorities. However, they are few. I would make recommenda
tions concerning that. First that there be emphasis upon recruitment of 
students from the inner city who are minorities and give priority to 
students who show a commitment to practice in a medically under
served, inner-city area upon completion of their studies. Second, 
experience, field experience, begins while in medical school. Connect 
them with community health centers which are federally funded 
projects and can be coordinated between Public Health Service BCHS 
[Bureau of Community Health Services] as well as HRA. 

COMMISSIONER SALTZMAN. Thank you. 
Dr. Wing. 

RESPONSE qf KENNETH WING, ASSISTANT PROFESSOR, 
SCHOOL OF LAW AND SCHOOL OF PUBLIC HEAL TH, UNI-

VERSITY OF NORTH CAROLINA 
DR. WING. The chief advantage of speaking last is you .can fashion 

your remarks by people who go before you. The major disadvantage is 
many of the things you prepare to say have been said. I am down to 
five or six major points,' both the response to Dr. Foley's paper and 
things he said earlier. 

I would like to get to them and address those points to Dr. Foley 
and hear his responsl;! to some things Marilyn has raised. I will 
introduce my first point with a little bit of personal history. 

In 1975 the State of California Department of Health established a 
civil rights office very much along the lines of the office of HEW. I am 
primarily interested in health rights of the poor. It was a job, the 
assistant director of something, which included the enforcement of 
Hill-Burton with free service obligation and the health facilities and 
responsibilities facing the program for the State in the area of Title VI 
in health service. 
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Since I was interested in Hill-Burton, I took the position thinking 
whatever exactly an enforcement program would be, it would be an 
exciting opportunity. As it turned out to be, it sounded like a bit of 
new leadership. We had a newly created office and mandate. Our 
department's plan of action included a mandate to fund innovative 
programs. We were going to redirect resources to serve those people 
who had not been served before. We were going to influence health 
plans and certificates of need in California and to' enforce Title VI, 
which meant a variety of things in my mind. 

Also, investigating complaints of discriniinatiori ~nd trying to 
determine where our enforcement actions should ,be directed. I 
worked there for 2 years. I must say I learned a great deal about Title 
VI as well as Hill-Burton. I learned a number oftJlings which were 
disturbing. 

To begin with, despite the job description and what our mandate to 
do had been, it turns out that the techniques for investigating civil 
rights complaints in a health care setting really did not exist. Simple 
data gathering techniques have never been developed. The basic 
standard for deciding what is discrimination and what is not discrimi
nation and the data for deciding disparity in treatment does not exist. 

We found out, despite the 'repeated rhetoric of State and Federal 
Government, the responsibilities of various State and Federal certifica
tion of Medicaid and licensing health facilities have never been sorted 
out. 

Beneath the assurances made by State agencies to HEW and funded 
facilities to both the State and Federal Government' and policy 
statements issued in the usual introductory materials, the~ pririciple of 
nondiscrimination in delivery of health services and particularly 
government funded health services has never really heen acbepted. 

There is no real commitment to ensure equity. It is very, very clear 
at the same time from that evidence, from the few complaints y_i:>u get 
and are able to investigate, there is gross disparity in the number of 
dollars spent and the terms of services rendered. 

My first comment that I had when reading Dr. Foley's paper had to 
do with a strong sense of deja vu. The principles, and certainly a lot of 
them, were questions we had heard before. If you go back and read the 
various reports by officers in HEW in '68, '67, following the 
implementation of the Civil Rights A~t and 'first go around of the 
Medicaid and Medicare, you find similar discussions. Now, we found 
there is a problem. 

There is a newer one. We have new offices. We are going to focus 
on what we think are the problems. Progress is going to be made. If 
you look at the reports for the Civil Rights Commission, it is the 1974 
report which is probably a summary of the 1973 data. You find HEW 
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and States made similar representations. Yes, there are problems in the 
pa$t, but we have a variety of new programs. Things are going to be 
better. Certainly, we heard that in 1975 in California, a~d both ofus at 
Stat~ and Federal levels were saying that. 

'The question is whether ·you can go beyond acknowledging the 
problem. It seems to be dangerous to acknowledge the problem and 
un<JC::,rplaying it and say marginal. adjusfment!;i in existing programs can 
make substantial progress. It implies the willingpesi; is there to make 
tp9se marginal adjustments. I find it difficult to believe the wfllingness 
qr m¥ginal: ~qjustments exist. The ch'.il rights enforcement efforts in 
educ~tion regarding health_ and welfare programs have always been 
~,r~ed with sµbstantial problems within HEW, between tµe regional 
office and the central office and HEW and the State agencies. 

,,;" I i • . 

From the obs~rvations that Marilyn :m~kes, from the observations 
that you will find from local and State levels, and observations you get 
from people involved in the day-to-day enforcement activities of 
HEW, it is clear those in.ternal struggles are still there. 

Anothei; observation I would like to make in terms of Dr. Foley's 
paper and things we have heard today is, I think it is dangerous to 
emphasize or to ascribe primary responsibility for race discrimination 
for health services to economic factors. There is no doubt the fact that 
people who are poor, people who have no insurance, people who don't 
have cash although they have a set of problems in gaining access to 
health care does impact on minorities in health care. 

But, if you look at the data, I. did not hear Dr. Aday this morning, 
but I have before and I read the draft of the book she is going to 
publish, the facts bear that out. 

If you)9~k at some of the complaints that have been investigated 
and carried out, if you look at the complaints documented in the U.S. 
Office of Civil Rights in 1974, there is more than that going on here 
than race discrimination. National rising health insurance which 
probably is unrealistic by emphasizing what we need are increases in 
Medicai'd or Medicare reimbursement is only to talk to a part of the 
problem. Those are all necessary, but they are all minimal sorts of 
adjustments \,Ve have to make to move towards ending economic 
discrimination. 

There is ~till clearly, although tindocu:mented in any finite way and 
though it ·is hard to quantify into specifi9 numbers of people, overt and 
covert race discrimination going on in health services. In terms of 
identifying basic problems for government agencies and enforcing 
civil right~ laws, it must be emphasized that the basic problems must be 
reviewed as discrimination in the mainstream. 

The foe~ has to be on primary care, nursing homes and hospital 
care. Of course, the representatives of various counsels and boards of 
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directors of HSAs should be representative of the population they 
serve. That should go without saying. Of course, Public Health 
Service, from everything from rat control to identifying lead poison
ing programs, should and could lead towards equalizing health 
delivery. The problem for HEW and OCR at this time in terms of this 
newer civil rights enforcement in health care has to focus on medical 
care, nursing homes, physician care, and hospital care. 

I also think, in responding particularly to something Dr. Foley said, 
it would be a gross error in terms of law and in terms of practical 
problems of administration to define the relationship between individu
al programs throughout HEW and OCR where the programs assist the 
civil rights efforts. It seems as a matter of law and practice that the 
responsibility lies with the program. Admini$tratively, that may be 
carried out by the Office for Civil Rights. But, historically, the 
division of loyalty to the civil rights objectives in terms of work has 
been one of the problems within HEW. 

I would think from the very beginning it should be emphasized the 
program personnel carry a responsibility for enforcing civil rights 
laws, very much as the objectives of the health plans legislation starts 
out by saying on~ primary goal of the program is to ensure those of 
uncertain passive services in the future. 

Discussion 
COMMISSIONER SALTZMAN. Thank you. 
Dr. Foley, would you like to respond for a moment or two? You 

can submit a written statement if you would like it to be added to your 
paper. 

DR. FOLEY. I would like an opportunity to respond. 
I think the panelists raised important and critical concerns. I would 

like to address some of them and not rationalize over what I think they 
factually have described. 

I think oftentimes leadership in any large bureaucracy or organiza
tion requires outside pressure, be it a business or pressure when a 
Marilyn Rose will call me and tell me there is a problem within my 
agency and department. 

The fact is, when it occurred, we did get it straightened out. That 
data will be collected. The staff has also been informed that collection 
of such data is necessary for this program. 

The other aspect is, there has been an identification of lack of 
resources which I would not deny. This is, however, not the time 
when administrators in Washington would win their case for added 
resources. I think that is clear to everyone. There is no question that 
you cannot run an adequate Title VI enforcement responsibility with a 
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staff of 17 people in your central office who also have the responsibili
t~ ofmonitoring over $2-1/2 billion of loans in those hospitals. 

My staff aide says there are 27 people plus 10. We are not talking 
about a significantly large number of people. In order to assure free 
care is provided in those hospitals that have responsibility, we are 
targeting the resrurces we have. We are involved in a key investiga
tion into one of ~he major metropolitan areas of this country, targeting 
hospitals with free care obligations. We move people off of their work 
in order to effect that. We have had that in plan and process for over 2-
1/2 months. 

Secondly,. I would particularly like to address Dr. Robinson's 
concerns. I don't think there is any question that reimbursement for the 
kinds of facilities that you represent and which provide needed 
primary care services needs to be determined more carefully. That, 
currently, is not the responsibility of the Health Resources Administra
tion, but I assume I am not here just as a spokesman for HRA. 
' At some time, we are going to have to link reimbursement with 

administration policy on health and health s~rvice programs. Other
wise, we will continue to have programs inadequately funded to 
provide needed primary care. 

I think this second aspect raised by yourself in terms of the health 
manpower shortage area designation criteria mitigating against urban 
areas, the Commission should be aware those criteria are under review 
for each health service area on a yearly basis and will take cognizance 
of what you appropriately pointed out. 

We have moved the National Health Service Corps scholarship 
program much more to the recruitment of minorities and other people 
who will serve in specific areas. At Meharry Medical School, over a 
third of the students are on National Health Service Corps scholar
ships. The problems are, we have high private medical education fees 
in the country which makes it very difficult for students to afford 
tuition. A greater proportion of nonmajority students are forced to use 
these scholarships because they find no alternative ways of funding. 

I agree wi.th Dr. Wing basically, staqdards and criteria have not 
existed for a long time. That is precisely what we are trying to work 
out. It is a difficult task. 

Frankly, the way judgments are made on whether or not popula
tions are described again in the last 4 or .5 years has been on the basis of 
demographic outcomes, statistical outcomes of the population in those 
areas. For example, infant mortality in certain areas and things of that 
kind. That is different in a criteria for judgment of how long to avoid 
discrimination, avoid negative outcomes, that we have seen in some 
parts of this country. 
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The question of the reality of the commitment. I don't think there is 
any question a!mut the commitment of the Federal Government to 
fulfill the law. I think what is appropriately addressed is whether the 
resources are sufficient to do the task, as well as whether or not we 
have the appropriate techniques to be sure that the local communities 
really compare their responsibility and to make the pressure felt on 
those hospitals and facilities that do discriminate against certain 
populations. 

If you look at the health systems agencies, they now represent the 
largest consumer representative body in HEW programs. Over 50,000 
volunteers are involved. What they must do is look at how effective 
this specific hospital or clinic or any other health facility has been in 
providing services to those populations. Those are built intq the 
performance criteria we put on all HSAs and SHPDAs. In the 
periodic grant cycle, we look at that in assessing their performance. 

Last year we did 
• 

not continue funding 
I 
in some cases. We have 

defunded a health systems agency in a major urban area. We have put 
conditions on certain HSAs and SHPDAs when they did not meet 
those conditions. You talked about Mississippi. I put conditions on the 
State and the Governor with the concurrence of the Secretary of 
HEW. They have met a part of that condition. 

It is an interesting legalism that we get into. The broadly 
representative factor applies in the law to consumers, not to providers. 
It is an interesting decision made by the Congress. I think that ought to 
be reevaluated. We make sure the consumer is widely representative, 
but the providers are not. 

The program at this point does not have the authority to investigate, 
in a legal sense, the Title VI compliance issues. The second item which 
ought to be clarified is-I find it strange that any of us would consider 
that the economic factors now are not extremely serious for urban 
hospitals. I am aware, through my official responsibilities, of 22 urban 
hospitals that are facing and fighting financial closure. I think that is 
the tip of the iceberg. There are serious economic problems for these 
hospitals. They ought to be addressed. 

CoMMISSIONER SALTZMAN. Dr. Flemming. 
CHAIRMAN FLEMMING. I would like to refer to one part of your 

statement, Dr. Foley. You have really referred to it again in 
connection with your comments just a few minutes ago. It is headed 
"Civil Rights Implications." It recognized the fact that..."in the 
performance of their many functions, both HSAs and SHPDAs take 
actions which may have civil rights implications for various popula-

. tions. They may also review applications for certificate of need from 
certain facilities which some members of the community feel have not 
complied with civil rights requirements. The HSAs, most of which are 

,,. 

120 



private, nonprofit corporations, cannot perform a civil rights monitor
ing or compliance function. While the Office for Civil Rights has the 
responsibility of enforcing Title VI of the Civil Rights Act, HSAs can, 
of course, alert OCR to possible violations. HSAs do not have the 
authority or capability to conduct Title VI investigations and an 
attempt to do so would threaten the availability of the data they need 
from the health facilities for health planning purposes as well as their 
ability to develop a broad based acceptance of health planning 
activities." 

I am not addressing myself at the moment to the relative legal 
responsibilities of OCR and program unit. I recognize OCR was set up 
in such a way that a program unit can draw conclusions to the effect 
that because OCR has been set up in a particular way the primary 
responsibility rests with OCR. I take issue with that form of 
organization within any department or agency. I believe we are not 
going to make progress in this area unless it is clear that programming 
has the primary responsibility for the enforcement ofTitle VI. 

I think one reason why we are in difficulty 15 years after the passage 
of the 1964 act is the fact that that has not been made clear. We are in 
it. We have reasonably good legislation. We are in implementation 
stages as far as civil rights is concerned. 

The comment that I would like to make particularly clear was this. 
You say an attempt to do so would threaten the availability of the data 
they need from the health facilities for health planning. I recognize the 
fact when a program unit or either a Federal program unit or one 
financed by a Title VI fund moves into implementation of Title VI, it 
disturbs. the status quo and steps on toes. It becomes unpopular in 
certain quarters. That does create some administrative responsibility. It 
seems to me that this is one of the prices that has to be paid if we are 
really going to implement Title VI. 

I wonder if it is this consideration that has led us to a position in 
connection with fair housing. For example, the law was passed in 1968, 
and we are just now beginning to take a look at proposed regul~tions 
over a period of 12 years. 

~, In connection with Title VI and HEW, as we.commented on a bit 
before, here,we are in 1980. We are told that by the end of the year we 
~ay have the opportunity of looking at .11 sets of guidelines. They will 
be added to a couple of sets that were issued back in 1969. To me, this 
reflects a lack of commitment on the part of program people. I am not 
personalizing this at all. It is an institutional problem. It is a problem of 
making our system work in such a way we really can implement Title 
VI in a meaningful and effective way. For example, it seems to me the 
HSAs should not be let off the hook entirely as far as Title VI is 

121 



concerned. They should be involved. They are getting Federal funds. 
They have an obligation to live up to Title VI. 

DR. FOLEY. I agree with you on that. I have not said in my 
testimony that they should not meet Title VI. 

CHAIRMAN FLEMMING. No. Your judgment-most of which are 
private nonprofit corporations that cannot perform a civil rights 
monitoring or compliance function. That was your point. 

Here again, I am not getting into an argument as to what the setup 
of OCR is. It is the latter part of your program. Even' though they had 
the right to do it, if they did do it, it would interfere. with their 
effective functioning from a programming point of view. 

VICE CHAIRMAN HORN. Excuse me. I don't get that they have the 
right to do it. "HSAs do not have the authority or capability to 
conduct Title VI investigations. An attempt to do so threatens the 
availability of data." So, you don't have authority. 

DR. FOLEY. They have not the right to do so. If they were arms of 
government, extensions of the State or Federal Government, I think 
by our regulations we could require them to investigate. 

CHAIRMAN FLEMMING. If they are recipients of Federal funds under 
Title VI, what ae their obligations to meet the Title VI requirements 
to be sure in their own practices they do not discriminate? 

COMMISSIONER FREEMAN. I would like to ask, Mr. Chairman, that a 
copy of the contract or grant document be provided. (See exhibit 8.) I 
take issue with the statement that is made. I believe this is so important 
that we ought to direct a communication to the Secretary for a 
definitive response. 

If program people take the position that they do not require 
compliance with the civil rights provision while they can, at the same 
time, comply with other provisions, this is a system which is 
responsible for the problem in which we find ourselves. 

CoMMISSIONER SALTZMAN. Could you provide us with that? 
DR. FOLEY. Yes. I want to be clear. I am not saying that these 

private sector, nonprofit organizations do not have to meet compliance 
under Title VI. They clearly do. They do not have the authority, 
however, to investigate as a legal arm such as the Office for Civil. 
Rights or General Counsel of HEW. 

VICE CHAIRMAN HORN. Has any staff agency within HEW asked 
that they have the authority? Have there been staff papers exploring 
the feasibility of such authority, if granted, so they could investigate 
the recipients of funds under their jurisdiction? 

DR. FOLEY. There have been papers prepared in Public Health 
Service in terms of whether or not the program agency can, in fact,. 
have third-party organizations do so. We could provide that to you. 
There has been disagreement on that. 
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VICE CHAIRMAN HORN. I would like to have those documents put 
into the record at this point. 

CHAIRMAN FLEMMING. Without objection, that will be done. (See 
exhibit 9.) 

COMMISSIONER FREEMAN. Pursuant with the letter to the Secretary, 
Mr. Chairman. 

CHAIRMAN FLEMMING. Yes. 
COMMISSIONER SALTZMAN. The Staff Director is here with us. 
COMMISSIONER FREEMAN. My legal opinion would be different. I 

would disagree with that. I am sure HEW has better lawyers than that. 
DR. FOLEY. In my experience, I have given you the current 

situation. 
Dr. Flemming, you addressed the second part to regulations. It is 

not a question of program people not wanting to issue the regulations 
or do the job. They have, at my agency, done so over the last 3 years. 
We have issued over 50 sets of regulations, including for this area. 
Oftentimes, clearly, as you know as well as I, the decision about why a 
regulation is issued or not is a political decision made at the highest 
level of the Department or administration, often tal<lng into account 
the views of the Congress. 

It was quite helpful that a month and a half after I came into office, 
there were three people under Court order. They were the forme~ 
Under Secretary, the General Counsel, and myself. Either we got 
those regulations issued or we would go and spend time in the 
Nashville jail. While I like country music, not in those circumstances. 
While I may be hard on some of my program people, this is not the 
time. I would say it is true of most departments of the Federal 
Government that the decision on many regulations is a political 
decision. 

CHAIRMAN FLEMMING. I certainly accept the statement you just 
made. When I use program people, I was thinking of top people in 
political positions. They clearly should be held responsible for failure 
to get out the kind of guidelines and regulations we are talking about. 
Whatever the reasons, it is discouraging in both Title VI and VIII. I 
know a great many program people who are deeply concerned about 
this, as you have indicated. 

Ms. RosE ..-May I make a response for Dr.. Wing and myself? 
We would make an offer to present our view. We agree with 

Commissioner Freeman. There is a legal responsibility. It is not 
necessarily as narrowly defined as the investigation of the Title VI, but 
the whole health planning process is supposed to go into the review 
and assessment of need. If an HSA is ignoring the needs of minorities 
and the poor and the elderly and the handicapped and giving 
approvals, as happened in Louisiana, giving approval to hospitals 
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being taken to trial for failure to serve the minorities in those 
communities and agencies given approval for expansion, it is violating 
the health planning laws. 

COMMISSIONER SALTZMAN. I would suggest that if you would like 
to make an additional statement, and I know Dr. Wing was cut off a 
little, we would be happy to enter additional statements into the 
record. We are getting to closing time. 

We have another meeting to go to. 
Chairman Flemming, are you done? 
CHAIRMAN FLEMMING. Yes. 
VICE CHAIRMAN HORN. Dr. Foley, I was interested in your 

comment that 5 million undocumented aliens lacked health care 
services. What thought was given by the Health Resources Adminis
tration as to how one might appropriately deal with the need for 
health care for undocumented aliens who perhaps number from 3 to 12 
million people in this country? 

DR. FOLEY. We have supported the Surgeon General's recommen
dations to the Secretary and the President to expand the number of 
community health centers of this country for that population as well as 
others. We have been working within the Department and with the 
Health Care Financing Administration on various possible amend
ments to Section 328, the Health Services Administration authority, 
and the waiver provision. Other avenues are being explored. I serve on 
the Under Secretary's task force, just recently coming into existence, 
which is looking at financially troubled hospitals, and these serve 
undocumented aliens, particularly in New York, Los Angeles, and 
some parts of Florida. I would not say we have any particular 
solutions at this time except to maximize the waiver authority under 
the Health Services Administration. 

I have no funded authority now in my program areas which could 
assist directly on the problem. 

VICE CHAIRMAN HORN. What I want is the charges to service in 
federally subsidized programs. Do they vary? Is there no charge for 
undocumented aliens or are they treated the same as citizens or what? 

DR. FOLEY. They are treated the same as citizens. 
VICE CHAIRMAN HORN. That could mean a sliding fee for services 

on a needs basis? 
DR. FOLEY. Yes. And pay on local implementation. You would 

have more stringent enforcement and each test and circumstances not 
so strictly enforced. The difficulty that Dr. Robinson identified is, if 
that continues too long some centers will have financial difficulty. By 
using the sliding scale for some problems, these people are able to have 
some health care services. 
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VICE CHAIRMAN HORN. Are there areas where there is a feeling that 
changes are needed in the law in order to handle this population, or is 
it simply a matter of adequate funding under existing programs since 
apparently, as you say, the undocumented aliens are treated the same 
as citizens? 

DR. FOLEY. Mr. Horn, there was consideration in the past. The 
Under Secretary testified before Congress that we are going to try to 
come up with alternatives other than the existing authorities. 

VICE CHAIRMAN HORN. Pursuing a question the Chairman raised 
concerning the OCR relationships with the program agencies, how 
adequate do you find the daily formal and informal administrative 
relationships between OCR and the program areas for which you are 
responsible? In your answer, I would appreciate having you link up 
the planning function in HEW as w,ell as the civil rights function with 
your program analysis and needs. Are civil rights considerations taken 
into account in prospective resource allocation requests from your 
program agency? Or are "program planning" and "civil rights" 
passing each other in the dark on the Atlantic Ocean? 

DR. FOL:EY. Not quite. I am a relatively simple man in some regards. 
As an administrator, I am impressed by both formal and informal 
communications. The formal and informal depend upon the leadership 
of offices, not just agency level but within bureaus and divisions. You 
have to get the right individual, Sometimes we have that with OCR 
and sometimes we have not. 

The second thing is that location is strategic for communication, to 
say the obvious., The Health Resources Administration is 8 miles out of 
town. Out of sight, out of mind. We have mana,ged in this city to so 
decentralize, we have HCFA [Health Care Financing Administration] 
60 miles up the road. We have Dr. Lythcott's program 20 miles up the 
road. You have the central office down here. I find that so much of the 
problems develop simply because people have not been close enough 
to walk across the street and talk to each other. That needs to be 
greatly improved. We need to figure out our logistics problem. 

I think the _second aspect is that civil rights and access concerns 
must be addressed within the framework .of internal and programmic 
resource allo.cation. We have a plan for the full agency. It was 
developed over the past year involving all bureaus and offices and 
divisions below them. Each bureau chief and office chief is required to 
achieve specific a,ccomplishments and build that effect into projections 
for resourc:es av.er the year, particularly the .zero based budget and 
prqcesses beyond that. 

If we are going to push for access in health professions areas or 
planning or various activities in health facilities, we are going to have 
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to build in a specific approach for each programmatic leader within 
each administration. We would be glad to forward that plan. 

VICE CHAIRMAN HORN: I gather, then, that in your written formal 
planning process, civil rights considerations-at least from the stand
point of increasing services each year to a targeted minority popula
tion-are to some extent taken into account as part of the basic 
program review of the delivery of service? 

DR. FOLEY. To some extent, but not in terms of how many more 
services do we want for a specific population in specific parts of the 
country. We encourage SHPDAs and HSAs to do that in State and 
local plans, but we have not any quotas. 

VICE CHAIRMAN HORN. It seems to me it would be important to 
know who is receiving the services now. What is their demographic 
makeup and the area makeup in demographic terms and how might the 
targeting of those services be improved? 

DR. FOLEY. I think that is extremely reasonable. This is the first year 
we have completed such information. We have now a hint of what the 
demography looks like for health in every part of the United States 
and the islands. We are analyzing those health plans which build that 
and trying to let the Department use the data to make choices about 
where they are going to put Federal resources. Federal placement has 
not matched the actual need. We told the HSAs, you must tell us the 
outcome and what are the services needed just as in an urban planning 
dqcument. 

-VICE CHAIRMAN HORN. It was stated that the Hill-Burton funds 
don't go to fund the health centers. Is that a matter of law or the 
scarcity of resources? 

DR. FOLEY. It is the second. There was a strong bias in the program 
prior to this administration to fund urban hospitals and outpatient 
departments of hospitals. There is the authority, and appropriately 
identified, to allow for the funding of clinics and renovation. 
However, the funds have not been available for over 3-1/2 years. 

VICE CHAIRMAN HORN. Funds available for what, Hill-Burton 
generally? 

DR. FOLEY. For full development in terms of renovation and 
expansion ofclinics. 

VICE CHAIRMAN HORN. How about funds available under Hill-
Burton to hospitals? 

DR. FOLEY. Basically, that has been stopped. 
VICE CHAIRMAN HORN. How much is available under Hill-Burton? 
DR. FOLEY. Nothing. We have two aspects. We have responsibility 

for free care and community service assurances and the second is 
responsibility for Hill-Burton loans. 

VICE CHAIRMAN HORN. None of that money can be recycled? 
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DR. FOLEY. No. 
VICE CHAIRMAN HORN. Is there any attempt within any portion of 

the administration to seek additional' budgetary authority? Is this an 
administrative decision or a congressional decision? 

DR. FOLEY. It is clearly an administrative decision not to seek more 
money in this area at this time. It has been accepted by Congress in the 
last couple of years. 

VICE CHAIRMAN HORN. We have had a discussion not only 
concerning the outreach of services to minorities but also the question 
of getting minorities involved in the health care system. I note in the 
recent administration request to Congress for cuts in the 1980 budget, 
that a recision of $77.4 million out of $100 million has been sought in 
nurse training. 

What is the best thinking at the administrative level of HEW as to 
the validity of thi~ recision and the need for funding for health care 
personnel, particularly with regard to the need that the minority 
community should be funded to gain access to these professions, 
hopefully in the delivery of services? 

DR. FOLEY. Let me start at the last point and work backwards. I 
think that is the key to administration decisions. One criterion is the 
impact on future and current programs on recruitment and retention of 
health professionals. Therefore, the administration has upped the 
funding· of certain programs, particularly the disadvantaged assistance 
programming which promotes retention. 

It is also continuing National Health Service Corps scholarship 
programs and is moving towards special projects which can target the 
funding to move that towards minority objectives. 

Existing programs, which did serve useful purposes, have provided 
indiscriminate funding to the various health professional schools, 
which were not necessarily meeting the expectations suggested by 
Congress, and this, or the previous administration. 

If we had our fiscal druthers and financial druthers and could go for 
a tradeoff, we would fund special projects to meet the needs of the 
urban centers, but the administration does not have that option. It 
wants to cut programs in the field that are no longer effective or 
increase it in the area of nursing, disadvantaged assistance, National 
Health Service Corps, and primary care medicine programs. 

There has been that kind of budget discussion and tradeoff. There 
has not been budget balancing except in the larger national sense. 

VICE CHAIRMAN HORN. As one who lives in an urban area, it seems 
to me that such a 'policy is against access for minorities to nurse 
training, and, regardless of whether the nurse is minority or not, the 
fact is there is a need for nurses in the inner~city hospitals, especially 
on the night shift. 
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Is there any way to redirect that nurse training program to provide 
incentives to meet what seems to be clearly those needs, in terms of 
minority access to profession, and thus serving the needs of inner-city 
urban communities? Could the loan be waived if one worked in an 
urban environment? 

DR. FOLEY. We have discussed that as an option. There is a 
favorable attitude towards that if we can come up with funds for the 
loans. We have taken the position .that the problems of vacancies, 
which are real in the urban centers and other hospitals in this country, 
need to be resolved at the local level in terms of salaries, incentives for 
nurses. Of the 1,495,000 nurses, we have 495,000 who have left 
nursing. There is a high attrition rate, partly because of work and 
partly because of salary. We are sure that Federal funding in the way 
we have done it in the past does not resolve the basic problems for the 
hospitals or for the nursing profession. We have challenged them and 
have moved ourselves to look at that carefully. We do see we have 
doubled the number of nurses in the last decade and a half. We have 
created a new class of LPNs, that were not there in the 1960s, of over 
a half a million. Yet, we see the vacancy rate going up faster than the 
population increases. We think that should be clearly addressed and 
not with a Band-aid approach, which I think the current programs do. 

But that does not mean that over a time we could not come up with 
an appropriate approach. Certainly, we need to recruit minorities into 
the profession and retain them in hospjtals and long term care facilities. 

VICE CHAIRMAN HORN. Thank you very much. I appreciate your 
answers to these questions. 

COMMISSIONER SALTZMAN. Mr. Nunez. 
MR. NUNEZ. Dr. Foley, You have a full-time staff of approximately 

1,200 people? Is that correct? 
DR. FOLEY. 1,197. 
MR. NUNEZ. We have been talking about the need to increase the 

percentage of minorities in the health services out in the field. What 
are the statistics for your administration at the present time, particular
ly in the area of professional categories? 

DR. FOLEY. We can send that (see exhibit 10) and this relates to the 
earlier question of Mr. Horn. We have a specific work plan for each 
hiring official in the organization. They are making excellent progress. 
We have one of the best track records in the Public Health Service. 
We need improvement, but I am glad to share that with you. 

Where I find a lack is in the recruitment and retention of Hispanics. 
I have hiring in the performance criteria of each senior executive who 
reports to me. Unless they can .show they have gone out and looked 
for a competent Hispanic or black, you don't fill the position. You get 
much prompter action than if you let the system grind on by itself. 
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MR. NUNEZ. Would you not hazard a guess to minorities in your 
organization? 

DR. FOLEY. The percentage of minorities is very high. It is probably 
well over 35 percent. It probably is much. higher now. The profession
al ranks need some strengthening. We have two strong priorities. One 
is the recruitment of women into those positions and the other is 
recruitment of minorities. I had to balance both. 

MR. NUNEZ. You are talking about out of the 1,100, approximately? 
DR. FOLEY. It is extremely high for my agency and extremely high 

for GS 1ls and 13s. What needs more representation are the 13s 
through 15s and the senior executives. We have a woman at the head 
of the Bureau of Health Facilities and a deputy director in the Bureau 
of Health Planning. Basically, our minority leadership is very good. It 
is very mixed leadership. 

MR. NUNEZ. Thank you very much. It has been very interesting. We 
appreciate the contribution of each of you. 

Dr. Flemming? 
CHAIRMAN FLEMMING. May I just say we are grateful to you for 

spending this time with us and helping us look at some of these issues 
we feel are very, very important. 

The consultation will be in recess until 9:30 tomorrow morning. 

Morning Session, April 16, 1980 
CHAIRMAN FLEMMING. I am requesting my colleague, Commission

er Freeman, to preside during the morning session. Commissioner 
Freeman. 

COMMISSIONER FREEMAN. This morning the focus will be on 
legislative initiatives. We will ask the presenters and respondents to 
come forward at this time. Dr. Karen Davis, John Holloman, 
Laurence Branch and Marcia Greenberger. Is Dr. Karen Davis here? 
John Holloman? 

DR. HOLLOMAN. That I am. 
COMMISSIONER FREEMAN. Laurence Branch? 
We understand that Dr. Davis is on her way. Respondents are here, 

ready and willing and able. 
DR. HOLLOMAN. Ready and willing. 
COMMISSIONER FREEMAN. Dr. Davis? 
DR. DAVIS. Yes. 
CHAIRMAN FLEMMING. All right. The meeting will come to order, 

please. 
COMMISSIONER FREEMAN. This morning we will focus on legisla

tive initiatives. The presenter is Dr. Karen Davis. Dr. Davis is 
currently Deputy Assistant Secretary for Planning and Evaula
tioh/Health at the Department of Health, Education, and Welfare, 
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soon to be called the Department of Health and Human Services. She 
is responsible for the development of the administration's major ·health 
legislation proposals, including the national health plan, hospital cost 
containment, child health assessment plan, and the·rural clinic act. She 
also serves as principal advisor to the Secretary of Health, Education, 
and Welfare on health policy issues. 

Prior to going to HEW in 1977, Dr. Dav.is was a senior fellow at 
Brookings Institution in Washington, D.C. Other professional experi
ences include the following: member, Health Advisory Panel, Office 
of Technology Assessment; member, U.S. Department of Health, 
Education, and Welfare, Health Care Technology Study Section; 
associate editor, The Milbank Memorial Fund 'Quarterly, Health and 
Society. 

Among her publications are the following: Health and the War on 
Poverty: A Ten Year Appraisal· National Health Insurance: Benefits, 
Costs, and Consequences; "A Decade of Policy Developments in 
Providing Health Care to Low-Income Families," in A Decade ofAnti
Poverty Policy Achievements, Failures, and Lessons; and "The Distribu
tion of Medicare and Medicaid Benefits to the Elderly," paper 
presented at the American Economic Association meetings, December 
20, 1974. 

Dr. Davis has a B.A. in mathematics and economics and a·Ph.D. in 
economics from Rice University. 

Dr. Davis, you will have 25 minutes to make your presentation 
and then I will introduce the respondents after your presentation. 

STATEMENT OF KAREN DAVIS, DEPUTY ASSISTANT SEC
RETARY FOR PLANNING AND EVALUATION, DEPARTMENT 

OF HEALTH AND HUMAN SERVICES / 
DR. DAVIS. Thank you, Commissioner. Fellow Commissioners· and 

guests. I am pleased to be here today to discuss problems in access to 
health services experienced by members of minority groups and 
Federal legislative proposals designed to improve access to care. 

Although we have made great strides in improving health status and 
access to care of minority groups, disparities persist. The infant 
mortality rate among black infants is still twice that of white infants. 
Life expectancy among black males is 8 years below that of. white 
males. More than one out of every three black women does"Ilot receive 
timely prenatal care. Only 35 percent of the minority population 
receives regular dental care, compared to 51 percent of the white 
population. 

Black children see a physician on an average of 2.9 times per year. 
The rate for white children is 4.3 visits. Minority patients are twice as 
likely to receive care in hospital emergency rooms and outpatient 
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departments, rather than private physicians' offices as are white 
patients. 

The Federal Government supports a variety of programs designed 
to improve access to health services for disadvantaged Americans. In 
1979 Federal health care costs represented $62 billion or 12.7 percent 
of the Federal budget, a substantial commitment. 

Federal programs represent two basic strategies. The service 
delivery programs, largely administered by the Public Health Service, 
provide direct health care services to disadvantaged citizens-SO 
percent of the 5 million Community Health Center users are members 
of minority groups. The maternal and infant care and children and 
youth centers operated under Title V of the Social Security Act are all 
located in economically depressed areas. The Indian Health Service 
supports facilities and personnel serving 770,000 American Indians. 

Toe Department's financing programs are third-party payment 
programs which reimburse for services provided largely in the private 
sector. Medicaid is designed to improve financial access to health care 
to the poor. Over $12.4 billion in Federal Medicaid expenditures 
supported basic acute health care services for over 21.3 million poor in 
1979. The Medicare program pays for health care received by the aged 
and disabled. In 1979 Medicare spent $28.2 billion in care provided to 
over 23 million beneficiaries. 

Yet, despite these efforts, serious gaps exist in providing access to 
care for the poor and disadvantaged. Among these are, first of all, lack 
of health insurance coverage-22 million Americans have no insur
ance protection. Another 20 million citizens have very inadequate 
health insurance coverage for even basic health care services. An 
additional 41 million Americans, or 83 million Americans in total, have 
inadequate protection against the cost of major illness. 

The lack of insurance coverage falls heavily on minority citizens. 
For example, while 8.5 percent of all white individuals are without 
insurance coverage, over 14 percent of blacks and other minorities 
have no insurance protection. In large part, the concern is tied to 
employment and income under current programs. Minorities comprise 
25 percent of all poor people, yet, 20 percent of public financing 
program beneficiaries-Medicare and Medicaid-are minorities. 

Discrepancies exist in the use of services among minorities, even 
among those covered by public financing programs. Minority Medi
care beneficiaries use hospital, skilled nursing homes, and physician 
services at lower rates than white Medicare patients. Utilization of 
Medicaid funded services is 10 percent higher for whites than 
minorities, except for nursing home and intermediate care where 
utilization rates for whites are 4-1/2 to 5-1/2 times higher for whites 
than for minorities. 
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Medicaid per capita expenditures for whites are roughly 10 percent 
higher than for minorities. Utilization rates for Medicare covered 
services are higher for whites than for others. 'Fhis is especially 
dramatic in skilled nursing facilities where the utilization rates for 
whites are 63 percent higher than the rates for minorities. 

The administration has developed a number of legislative proposals 
designed to improve access to health care services.,., Major efforts. 
geared toward improved financing of health servkes include !the 
President's National Health Plan and the Child Health Assurance 
program. 

We also have specific areas of public service delivery programs 
which we believe will be covered by other parts of our program. 
Other major administration proposals now being considered. to 
improve the delivery of health services include the Mental Health 
Systems Act and the expansion of the National Health Service Corps 
under the Health Professions Education Assistance Amendments. In 
addition, community and migrant health. centers, which ·are highly 
targeted on minorities and the poor, will be expanded from the level of 
5 million users to serve nearly 6 million persons,in fiscal year 1981. 

Of all administration proposals, the National Health Plan has the 
greatest potential for increasing the financial access to health service 
for minority citizens. Our current legislative proposal represents Phase 
I of a broader, comprehensive, universal national health insurance 
proposal. Improving the financing of care for minorities is a high 
priority and a major focus of this plan. 

The following provisions are of special importance for improving 
coverage for members of minority groups. The National Health Plan 
creates Health Care, a new Federal umbrella insurance program that 
will provide comprehensive coverage to .our most vulnerable citizens, 
including the poor, the aged, and the disabled. 

Currently-mandated Medicaid beneficiaries and all individuals with 
income below the Health Care standard, which is currently at 55 
percent of the Federal poverty level, will be automatically eligible for 
fully subsidized coverage. Poor individuals who do not immediately 
qualify for Health Care can become eligible for fully subsidized 
coverage if major medical expenses reduce their income below the 
Health Care standard. 

The National Health Plan requires employers to offer insurance to 
all full-time workers, those working at least 25 hours per week for 10 
weeks, and their families. No policy could require out-of-pocket 
expenses on the part of the family of more than $2,500 per year. No 
worker would have to pay. more than 25 percent of the premium cost. 

Individuals not eligible automatically under Health Care or the 
employer mandate can purchase coverage from Health Care at a 
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nationally community-rated premium with no waiting period and no 
exclusions for preexisting conditions. Benefits are the same compre
hensive services provided Health Care enrollees, subject to a $2,500 
deductible. 

The National Health Plan will have a substantial impact in 
responding to the special needs of minorities. National Health Plan 
expands coverage for poor minority citizens with incomes below or 
slightly above the health care standard. Medicaid currently covers 
21.3 million poor, of whom 33 percent or 6.6 million are members of 
minority groups. Medicare now covers 23 million elderly Americans, 
ofwhom 7.5 percent or 1.4 million are minorities. 

Under the National Health Plan an additional 12 million poor, 
including 4 million minorities, are expected to become eligible for 
subsidized care. Many of these individuals are now excluded from 
coverage under Medicare because they are in two-parent families, are 
childless couples, or are single. The National Health Plan will also 
protect many low-income minority members who do not qualify for 
Medicaid because their incomes are slightly above very restrictive 
State Medicaid standards. 

The National Health Plan will improve coverage for workers, their 
spouses, and families. The requirement that employers offer insurance 
to all full-time workers is of particular importance to employees of 
marginal or low wage industries, who typically lack any insurance. 
For many workers now insured through employer contracts, this 
scope of benefits will be improved through coverage of physician 
services and home health benefits. 

The National Health Plan establishes a structure to assist individuals 
with special problems who are unable to obtain adequate coverage in 
the private market. This option to "buy into" health care should be of 
special benefit to groups with sizable minority representation such as 
individuals who work intermittently and in hazardous occupations
private insurance plans are customarily reluctant to protect these 
individuals-those in poor health or who have a history of serious 
medical problems in the past, preexisting conditions, who find it 
difficult to obtain insurance in the private sector. 

The National Health Plan alters Medicaid and Medicare and 
significantly improves coverage for health care beneficiaries. Health 
Care provides unlimited hospital and physician services. Many States 
have placed specific limits on these vital services under Medicaid. 
Also, low-income Health Care enrollees will not be subject to cost 
sharing requirements now imposed on certain Medicare beneficiaries. 

Most importantly, the National Health Plan removes the financial 
barriers to prenatal and delivery services and total preventive care and 
treatment for infants during the first year of life. Medicaid now fails to 
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cover many women who live in two-parent families or are pregnant 
for the first time. Current employer contracts have traditionally placed 
limits on prenatal delivery care and rarely cover preventive, well-baby 
services., 

The administration's plan would provide comprehensive coverage 
for all mothers, pregnant mothers, and infants through the first year of 
life, either under Health Care or under mandated emp)oyment C¥,e. 
There would be no financial barriers in the form of restrictive or co
insurance for receipt of these services. 

The administration's National Health Plan has been introduced in 
both the House and the Senate. The House has held joint hearings 
between the Ways and Means Health Committee and the Commerce 
Health Subcommittee. The Senate Finance Committee has been 
continually marking up the bill from last summer through the present 
time. Currently they have completed all of the work of the National 
Health Plan as of mid-March and are expected to resume in late April 
for low-income provisions on the plan. This is to be particularly 
crucial and particularly important for minorities. 

I'd also like to refer to the administration's Child Health Assurance 
Program, referred to as the "CHAP" proposal. The CHAP is designed 
to expand Medicaid services to low-income children and pregnant 
women prior to implementation of the National Health Plan. 

Millions of children and pregnant women lack adequate insurance 
coverage for preventive treatment services. Medicaid covers only 11 
million children. Yet, only 3 million of those receive regular preven
tive checkups. Thirty percent of those children who were screened 
under Medicaid and found to need treatment do not receive follow-up 
care. 

The administration's CHAP proposal would extend Medicaid 
coverage to all children up to the age of 18 in families with incomes 
below 55 percent of the poverty line, or below the State's standard, 
whichever is higher, and to pregnant women meeting these standards. 
Two million children and 100,000 pregnant women would be made 
newly eligible. 

CHAP also expands the scope of mandatory services for all children 
and ties increases in Federal matching money to improved State 
performances with respect to screening, treatment of conditions 
discovered in screening, and continuous care. 

The House of Representatives has passed a very generous version of 
CHAP. The Senate Finance Committee has voted out a somewhat 
more restrictive plan, both in the number of individuals who would be 
covered and the scope of benefits. We are hopeful that that legislation 
will be passed by the Senate this year and enacted into law. 
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Although the finance programs are extremely important in assuring 
children access to health care services, there are almost no areas to be 
addressed to'. assure equal access to health care services for all. For 
example, we now know that some providers, especially in the South, 
maintain separate waiting rooms and separate hours for black patients. 
Some hospitals have refused to treat minority patients even in 
emergencies because many patients failed to have adequate finance 
resources. Minority patients have been refused treatment by private 
providers who refer them to public facilities even in emergencies. 

Minorities still may be excluded. by inadequate representation in 
decisionmaking bodies. Minority members are typically underrepre
sented on such bodies as hospital governing boards. In some cases, 
minority representation on local, federally supported health planning 
agencies has been by State action. 

These and many other problems in the health delivery care system 
are essential to be passed if we are to continue our progress forward, 
assuring that all individuals have adequate access to health care 
services. 

Thank you. 
COMMISSIONER FREEMAN. Thank you. The first respondent is Dr. 

John L. S. Holloman. Dr. Holloman is currently a staff member of the 
U.S. Congress Ways and Means Committee, Subcommittee on Health. 

Prior to joining the subcommittee staff, he served as professor of 
Health Administration at the School of Public Health at the University 
of North Carolina at Chapel Hill from 1977 to 1978; president of the 
New York City Health and Hospital Corporation from 1974 to 1977; 
medical director of the Health Insurance Plan, Automated Multiphasic 
Health Testing Center, New York City from 1970 to 1972. 

Dr. Holloman was one of the founders of the Committee for 
National Health Insurance and continues to serve on its executive 
committee. His other organizational affiliations include the National 
Medical Association, the American Medical Association, and the 
Institute ofMedicine of the National Academy of Science. 

Dr. Holloman received his bachelors degree from Virginia Union 
University and earned his medical degree from the University of 
Michigan in 1943. Following an internship at Harlem Hospital, New 
York City, 2 years in the U.S. Army Medical Corps, and postgraduate 
training in internal medicine, he engaged in the private practice of 
medicine from 1948 to 1974. 

Dr. Holloman? 
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RESPONSE OF JOHN HOLLOMAN, STAFF MEMBER, HOUSE 
WAYS AND MEANS COMMITTEE SUBCOMMITTEE ON 

HEALTH 
DR. HOLLOMAN. Thank you. I think this is probably the first time I 

have ever lost my voice, particularly in a situation that I found 
challenging. I am certainly impressed by the litany ofstatistics which 
documents a problem that some of us have lived through over the 
years. I am always distressed when I find that there are limited 
solutions available to solve our race problem. Ways in which we could 
have saved some of the victims of the racial discrimination and some of 
the victims of a destructive and exploitive economic system that puts a 
lesser value on the lives of those who happen to be poor. 

As we look at the legislative prospects for relief, we are aware •Of 
financial limitations, which would, to me, suggest that we as a Nation 
have decided in advance that we can spend only so much on health; 
we limit the value we place on the lives of the citizens of our country. 
By limiting health care we limit the access to life, liberty, and the 
pursuit of happiness for such a large segment ofour population that we 
have made a calculated economic decision, which I think perpetuates 
some of the racist problems that we have in this country since the first 
blacks arrived in 1619. We have seen JI}any problems in health care 
and the leadership of health at many levels which need to be 
corrected. 

I am reminded of the president of the American Medical Associa
tion, who in 1869 suggested for all the world that blacks were 
incapable of becoming physicians. I remember the efforts of organized 
medicine and of the American public to contain the advances of 
minorities because of the fear that there may not be enough health care 
to go around. And as I watch the current efforts to limit the 
production of physicians because there may, at some point in the not
too-distant future, be too many physicians concentrated in our more 
affluent areas, I am appalled. I think that some of the problems that we 
face are enumerated when we refer to medically underserved areas. 
And yet we have watched an unarrested, unabated trend for the 
destruction of institutions, the removal of providers and facilities from 
those areas which have already been designated as medically under
served. We do not have an acceptable national health policy. 

This would suggest that our Government is powerless or that our 
Nation does not have the will to correct these injustices. I don't 
believe either is the case, and I would expect that like other nations our 
Government will begin to take a strong leadership in the direction of 
correction. As I listened to Dr. Karen Davis, I was impressed by the 
legislative proposals, and I would not miss this opportunity to add one 
or two of my own-to suggest that we could perhaps bring about 
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some significant differences in our legislative and administrative efforts 
to correct some of the problems of discrimination that exist. 

I am reminded that as recently as 1979, June, that there was a White 
House symposium-a black provider health task force concerned 
primarily with hypertension. Why do I mention hypertension? I 
mention hypertension because it is probably the number one killer 
among blacks in America today, in the rather critical age group from 
35 to 54. The instance of hypertension is about 60 percent greater in 
blacks than it is in the rest of the population, and death and disability at 
that particular critical age is a destructive force in the black 
community-destroying the role models and destroying families and 
destroying the potential black leadership in so many of our communi
ties, which, as I mentioned a moment ago, are less affluent and are 
becoming increasingly underserved, rather than the reverse. 

As I look at some of the other activities that are associated with the 
creation of a greater problem, I look at my own city, New York. And I 
look at the very counterproductive activities of the mayor of the city 
of New York as he proposes to eliminate the financial support of 
hospitals which serve large minority populations in that region of the 
city which has already been demonstrated to be medically underserved 
and to have probably the greatest incidence of illness of any 
community of its size in New Yark. 

As I look nationally, I see a trend through destruction of the public 
general hospital. The destruction of the public general hospital is 
associated directly with the medically underserving area expansion. A 
study done by Allan Sager of the Heller Institute at Brandeis 
University has shown that the likelihood of a community losing its 
hospital increases in direct proportion to the darkening of the 
complexion of the neighborhood. So, that as a neighborhood becomes 
dark, the neighborhood is more likely to lose its institutions. 

It should be pointed out that it will be federally assisted and that the 
needed institutions will move from the inner-city area to a more 
affluent suburb. This trend needs to be immediately arrested. The 
c~ties, and there are almost 40 cities-some 18 of which have been 
studied over the past 40 years---,have all followed the same pattern. 
The pattern is presently being repeated by the mayor of the city of 
New York. As a matter of fact, there is a court action involving the 
Office for Civil Rights of the Department of Health, Education, and 
Welfare. There is a requested action from the Department of Justice. 
We see the spectrum of the city of New York stonewalling, refusing to 
give the information that the Office for Civil Rights and Health, 
Education, and Welfare thinks is necessary, which, to my personal 
knowledge to date, has not done so, in spite of the fact that the plan 
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has been impending for more than a year and that the institutions have 
been eroding. 

The mayor and the city have refused to accept Federal. ~d from the 
Department of Health, Education, and Welfare, if that Federal aid 
includes building on the existing institutions that serve this under
served community. So much for that particular problem, although that 
problem has been repeated in varying degrees in other cities aroend 
the Nation. 

We can look at the Homer G. Phillips Hospital in St. Louis, recently 
closed, an institution which was closed in a community which had a 
high minority population and which 80 percent of municipal hospital 
users of an entire city lived. More than 50 percent of the black 
physicians in this country have at least a part of their training given~to 
them at the Homer G. Phillips Hospital and yet when an institution is 
selected for closure, it is that institution, while there remained, for 
whatever reasons, facilities in another part of the city where there 
were large numbers of voluntary and private institutions using public 
funds and taking care of needs of the more affiuent and probably less 
medically needy population. 

As we look at the impending national health care legislation, we
by the way-how much time do I have? 

COMMISSIONER FREEMAN. You have 5 more minutes. 
DR. HOLLOMAN. As we look at impending legislation, we recognize 

that there are a number of pieces of legislation that have been pending 
for a number of years. The history of Medicare and Medicaid is 
particularly interesting, because when Medicaid was originally enact
ed, as Title XIX of the Social Security Amendments of 1965, it was the 
intent of Congress to give the poor the same access to health services 
that the more affluent semiprivate patients then enjoyed. 

To the consternation of too many other health providers, it 
represented a threat; it represented a potential loss of "teaching 
material"; it represented the loss of those second-class citizens on 
whom teaching had traditionally been done; it represented a potential 
loss within the countries of those individuals that were somehow less 
worthy and could be experimented upon. We have seen Medicaid, 
which was a concession to the "State's Righters" so that the States 
could. control their own level of welfare and set their own contribu
tions to health care. We have seen Medicaid changed into a program in 
which the contempt for the poor has grown and which there are any 
of a number of distortions in many of the States. Again I refer to some 
of the larger urban States. We have watched the situation in New York 
City, again associated with State action, disintegrate to such a point 
that nearly 97 percent of the physicians will refuse to treat or do not 
treat any significant number of Medicaid patients in their private 
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offices. We see patients being driven instead to more costly hospital 
outpatient departments and inappropriately into the emergency rooms 
of the remaining inner-city hospitals. We see a conscious denial of 
human dignity. 

I might add, that in New York City, 52 percent of the institution 
ambulatory care is given at the municipal hospitals, while the other 80-
odd hospitals provide the rest. Very few of the 80-plus hospitals 
provide the levels of free care that are mandated by the Hill-Burton 
regulations, that are mandated by the Hill-Burton law. 

We have watched the struggle of the Hill-Burton Hospital Con
struction Act. Hill-Burton was passed in 1946. The fight against the 
"separate but equal" clause consumed enormous amounts of time and 
energy. It was a struggle to eliminate the inequality of a separate 
basement ward in an old building from being considered at the Federal 
level the equal of a new semi-private room in a new facility, federally 
inspected. 

We do have some major problems and we look forward to 
legislation. We do have some major problems while we try to decide 
who is going to be excluded and at what level. The Congress is going 
to decide who is not entitled to care. One of the things that we should 
strive for is to eliminate the barriers at the legislation, and as a staff 
member of the House Ways and Means Subcommittee on Health I will 
certainly try to encourage the full 9ommittee and the Congress to give 
the Department of Health and Human Services the necessary tools so 
that it will move in a direction that will not force dangerous, 
unwholesome, and unhealthy choices on people whose resources are 
marginal and thus can least afford to be without adequate health care. 

COMMISSIONER FREEMAN. Thank you, Dr.Holloman. Our next 
respondent is Laurence G. Branch. Dr. Branch is currently assistant 
professor on prevention and social medicine and a ,member of the 
committee on geriatrics at Harvard Medical Schoof. From 1975 to 
1979, he was program director of the Center for Survey Research, 
affiliated with the University of Massachusetts and the Joint Center for 
Urban Studies ofM.I.T. and Harvard University. 

Dr. Branch has served on a number of committees related to the 
health care of older persons, including secretary of Elder Affairs 
Professional Advisory Committee, an elected council representative, 
gerontological health section, American Public Health Association. 

His professional affiliations include American Psychological Associ
ation, American Association for the Advancement of Science, Ameri
can Public Health Association, and Gerontological Society. 

Dr. Branch has also written a number of articles concerning health 
care and older persons, including: "Understanding the Health and 
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Social Service Needs of People over Age 65," a Center for Survey 
Research monograph, and many others. 

Dr. Branch received a B.A. from Marquette Univers,~y, and M.A. 
and Ph.D. degrees from Loyola University of Chicago. 

Dr. Branch. 

RESPONSE OF LAURENCE G. BRANCH, ASSISTANT PRO-
• FESSOR, HARVARD MEDICAL SCHOOL ' 

DR. BRANCH. Thank you for this opportunity to address the 
legislative initiatives currently undertaken by the Federal Government 
from the perspective of the access to health care for oider people. I 
would like to start with a brief historical perspective. 

I am sure that most of you are aware t~iit of all lhe older pepple who 
have ever reached age 65, half are alive today. Most of you also realize 
that at the tum of the century, 4 percent of our population was 65 
years of age or more. By 1970, 11 percent of the United States 
population was aged 65 or more. Depending on whose projection one 
uses, approximately 15 to 20 percent of our population will have 
reached age 65 by the year 2030. What these numbers serve to 
demonstrate, among other things, is that elders represent an increasing 
piece of an expanding pie-our population is getting larger and the 
percentage of the elders within that population is getting larger. 

It is indeed time then that we look from their perspective, that we 
examine their special needs and see whether or not our systems, in 
general, and our health care system, in particular, are adequate in 
meeting the special needs of elders. In understanding the health care 
system available to elders at present, I have found it useful to 
remember that the present is a patchwork of solutions to the most 
serious single problems of the past. Few people suggest that ,the 
present system is either coordinated or comprehensive for elders. We 
can reflect a little on the last 20 years and recall that in 1961 we had a 
White House Conference on Aging which focused in large part on the 
most glaring kinds of health care problems older people face. You will 
recall then, in 1965, we had the passage of two hallmark pieces of 
legislation dealing with the area of health care available to older 
people, namely Medicare and Medicaid. These twq federal initiatives 
tried, among other things, to insure adequate hospital insurance 
coverage packages for older people whose incomes are usually l.ower 
than other age groups and are unset incomes, and also to provide some 
insurance for physician visits and other health care. services for any 
low-income person regardless of age. The thrust of these prqgrams 
was to solve a serious problem which limited the access of the aged 
and the poor to the health care system. Most nonaged people obtain 
their health insurance coverage through their employment, but since 
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most elders are retired, they needed another source to provide health 
insurance. We then had our first major patchwork. 

We next-had another White House Conference on Aging in 1971. 
Four years later, in 1975, we had the passage ofanother bit of hallmark 
legislation-the Title XX amendment to the Social Security Act
whi,ch, among other things, recognized that the health care and social 
service needs of older people are intertwined and that to try and solve 
the problems1 ~f"an individual person who happens to be over age 65 
by focusing exclu~ively on their health care without addressing their 
social service needs will not, in the long run, solve that individual 
person's problems. So there was the passage of the Title XX 
amendments to provide social support for older people, another major 
patch in the health care system presently available to older people. 

It is interesting to realize that there will be a 1981 White House 
Conference on Aging. We can speculate that, presumably in the 1985 
time span or thereabouts, we can anticipate another significant bit of 
legislation dealing with the ~pecial needs of older people. 

Now, if we examine this' patchwork of Title XVIII, XIX, and XX 
amendments as the principal legislation for health care and social 
service supports for older people, one interpretation which emerges is 
that each individµal initiative tried to solve the most glaring problem 
facing the older people at that point in time. The political process 
developed a consensus and suggested a solution to the most glaring 
problem. And we have done this in a step-wise fashion. The most 
significant problem facing elders all recognized in the early 1960s was 
the incredible cost that acute hospitalization care can impose upon 
anyone. Elders were·not exempt from the severe financial rep~rcussion 
of a long, acute care hospitalization episode. 

Another element of the Medicare program allowed home health 
visits following an acute hospitalization episode. The intent of this 
benefit was clearly and correctly to see whether or not the length of 
stay of the very costly acute care patients could be shortened, if 
appropriate home health care services were available. It is a reasonable 
idea; it has worked well, but it serves to point out that the regulations 
were such that these home health care visits could only be started 
following an acute hospitalization episode. The conventional medical 
:wisdom eventually suggested that perhaps we ought to be able to use 
home health visits to present acute hospitalization episodes for elderly 
people. Ifit works to shorten a costly acute care stay, could it also be 
used to prevent a costly acute hospitalization stay altogether? 

Again, consensus was developed around this issue. The regulation 
has changed and now, in most areas, home health aid visits can be used 
for older people and medically indigent people to prevent acute 
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hospitalization episodes. Again, another step forward. But notice it 
follows the step-by-step method. 

Thus far I have presented a very brief ~story of how the Federal 
initiatives dealing with health care for older people have been 
fashioned. I have tried to suggest that the outcomes have not been 
insignificant. There, indeed, has been repeated recognition that elders 
as a subgroup have had trouble with access to health care, and there 
have been attempts to deal with these problems. It is at this juncture 
that, as a person representing the health care needs of older people in 
this consultancy, probably I am expected to take a militant advocate 
position and point out exactly where the elders are not getting 
sufficient coverage. 

With your permission, I would like not to do that. It is my opinion 
that many of the reasons why elders are not getting appropriate access 
to health care are endemic to the problems of health care systems, not 
a special problem for older people. There are, indeed, many problems 
with our health care system that elder people face, but many of these 
problems exist not because they are old, but because of the system. 

Let me offer another set of figures to support this position. Most of 
the Federal and State data suggest that approximately 5 to 15 percent 
of the users of the health care system consume about 50 percent of the 
expenditures of the system. Nearly half of the expenditures of the 
whole health care system are targeted for a fairly small group, 5 to 15 
percent. This same trend exists for the subgroup of older people. This 
is-approximately 10. percent of the older people consume nearly half 
of the health care expenditures expended for older people. It is helpful 
to bear this perspective in mind, that we have a small group of people 
who functionally require a larger amount of resources, and that the 
pattern does not change for elders. It exists across all age bands in our 
population. Many of the most serious problems of our health care 
system are attributable to a present inability to provide effective, 
efficient, coordinated, and comprehensive care for these high users of 
the system, be they 25 or 75 years of age. Our health care system must 
come to grips with this kind of patient care management problem. 

What I would like to do at this point is backtrack a little and suggest 
that we concern ourselves with certain concepts which are often 
offered in connection with the Federal initiatives for health care of 
older people, and look at their implications. Dr. Davis used a phrase in 
her presentation which causes me concern. Of course we all recognize 
that she did not coin the phrase. It is in our common lexicon, and has 
been for a number of years now. The phrase was to the effect that our 
Federal initiatives are going to deal with the "most vulnerable-the 
poor, the aged, and disabled." 
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I concur that disabled represent a group of people who by definition 
have functional limitations. But the aged are simply a group of people. 
There should be no suggestion that members of this age group 
automatically or by definition have functional limitations. Ascribing a 
"most vulnerable" status to them simply on the basis of their age does 
a disservice, in my opinion. 

It is not too difficult to understand the roots of this assumption of 
most vulnerable status for all elders. For 25 years or so, in which we 
]].ave recognized the special problems of older people, our whole 
emphasis has been on trying to insure that they get the piece of the pie 
that they deserve. This is a laudable effort, but it runs the risk of 
occasionally overstating the case, and thereby creating a negative 
stereotype-to 1'e old is to be among the most vulnerable. I would 
quibble both with that expression and with the logic which fosters it. 

The vast majority of older people are independent and self-suffi
cient. Some studies suggest that as many as 60_percent of the elders are 
just as self-sufficient and independent as anyone else, have no more 
health care needs than anyone else, and definitely are not what most 
people would include in that concept of the "most vulnerable." 

Again, consider another set of common information. Most of the 
Federal studies on the utilization of health care services demonstrate 
that the elders use about two to three times the amount of health care 
services as the rest of the population. Okay, but let us tum that notion 
around a bit, if we can, and ask each of you to introspect on your own 
lives. If you had twice as many hospitalizations last year, twice as 
many hospital days, twice as many sick days, twice as many doctors 
visits, would you have categorized yourself as among the "most 
vulnerable" in our society? Probably not. In many respects, we have 
pretty healthy individuals in our society. 

This is not to say that I am unconcerned about that 10 percent of the 
elders who really have special needs. I am incredibly concerned about 
that 10 percent of the elders, but I am concerned because their needs 
are functional, not categorical. 

So I have two messages. Let us indeed be concerned with that 10 
percent of elders who have needs, but let us try to get away from the 
categorization of people on nonfunctional criteria. In this instance, the 
criterion of age, in my opinion does a disservice to most of the people 
over age 65. It creates a negative stereotype for them. 

Similarly, one might also examine the concept of categorical 
entitlements as a way of providing special services for older people. 
Most people who have had responsibilty or even a casual brush with 
administering some of our large scale programs know that it is 
important to find an administratively easy way of determining 
eligibility for people. I am not questioning this goal. I do sometimes 
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question the means. If for the sake ofadministrative e$e, one opts for a 
categorical entitlement like age because the eligibility criterion is easy 
to apply (that is, everyone over a certain age is entitled to a certain 
benefit that is associated but not caused by increasing age) is this not in 
some cases an enfranchisement as a function of age? And if we allow 
enfranchisement as a function of age, are we not very close to allowing 
a disenfranchisement by the same nonfunctional criterion? And that is 
what would bother me. 

To summarize, what I tried to do was present a little demographic 
information concerning older people, so that we· can have the 
perspective that older people are a large segment of our population 
and they are getting larger. I also tried to document that the elders 
have special needs, that as an age group, they use two to three times 
the health care services compared to the general population, and that 
we have a history of trying to meet the special needs of older people in 
a step-by-step fashion. 

Then I deviated from the typical advocate's role and suggested that 
some of the concepts and some of the methods for trying to meet the 
special needs of older people have overstated the case and thereby 
created a negative stereotype for perhaps 60 percent of the elders who 
are as independent and self-sufficient as you and I, but just differ as a 
function of chronologic age. Thank you. 

COMMISSIONER FREEMAN. Thank you, Dr. Branch. Our other 
respondent is Marcia Greenberger. 

Ms. Greenberger is currently an attorney with the Women's Rights 
Project at the Center for Law and Social Policy. In this position, she 
has litigated cases in Federal courts, participated in agency rulemak
ing, and testified before Congress in the areas ofhealth, education, and 
employment. 

Ms. Greenberger has been involved in a number·of other activities, 
including membership on the Board of Governors, Health Law 
Forum, American Bar Association, and membership of Advisory 
Panel to American College of Obstetrics and Gynecology on Devel
opment of Guidelines for Physiciatis on Pregnancy and Work. 
Membership in professional organizations include the American Bar 
Association and the Women's Legal Defense Fund. 

Her publications include, The Effectiveness ofFederal Laws Prohibit
ing Sex Discrimination in Employment in the United States and A 
Consumer's View ofthe FDA sProcedures and Practices. 

Ms. Greenberger received an A.B. degree from the University of 
Pennsylvania and J.D. degree cum laude from the University of 
Pennsylvania Law School, receiving an award for outstanding woman 
law student. 

Ms. Greenberger. 
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RESPONSE OF MARCIA D. GREENBERGER, ATTORNEY, 
CENTER FOR LAW AND SOCIAL POLICY 

Ms. GRJ:;ENBERGER. Thank you. I would like to talk about the 
problems of the largest group in our society, women, and in particular 
the effect that national health insurance might have on addressing the 
health care needs of women in our country. 

J.\.t the moment, women have serious problems in securing adequate 
health care in our country. Many of the problems can be linked to the 
fact that the majority of the poor are women. Women have low 
incomes for a number of reasons. Their education has been discrimina
tory. They have inadequate access to higher paying jobs, to decison
making positions, and they have been basically placed in a position of 
relying upon m~n for support. As a result of all of these societal forces, 
many women simply can not afford to buy health coverage on their 
own. The jobs that they hold often are at the lowest rung in our 
society, and employers are least likely in those kind of instances to 
provide health care coverage for their employees. 

Women have to rely, where they have husbands, on their husbands' 
plans. When the marital relation dissolves, the women are often left 
without coverage. If they have problems within the marriage which 
make it difficult for them to use their husbands' plans, they are denied 
that coverage as well. 

Also, the majority of older persons in our country are women. I do 
think that to some degree we do have to talk about categories of 
people, although I certainly recognize problems of stereotyping. But I 
don't think that sometimes the way societies make judgments about 
how coverage will be mandated, provided, and how health care 
systems will be set up is blind to the way it affects groups in our 
country. And I think that problem affects older people and especially 
affects women, both older and younger women. 

As a practical matter, the problems that women have in getting 
more health care coverage is exacerbated by the private insurance 
system which is in place in <;mr country today. The Civil Rights 
Commission has held a consultation sometime ago about problems 
involving sex discrimination in insurance, and I think that consultation 
illuminated the many problems that women face in insurance coverage 
today. And those problems, by and large, have not been solved since 
that consultation was held. 

First of all, the rates that insurance companies charge are sex-based. 
Even when maternity coverage is ~x~luded from health care insur
ance, insurance companies traditionally charge more to cover women 
than they do to cover men. To buy maternity coverage is a 
prohibitively expensive proposition. Single women may be forced t9 
buy family coverage in order to get maternity coverage. Even where 
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they can buy special maternity coverage, because it's often treated as a 
separate optional item it is very expensive. This is so because, since it is 
optional, the cost is not spread across the insured population as a 
group. Therefore, those who want to buy maternity ,coverage have to 
pay a lot of money to secure it, unlike other physical conditions which 
require health care at some point, that are covered ·by insurance 
routinely and for which all bear the cost and the risk. -

Abortion coverage presents another problem. It is also not included 
in private insurance plans and I think we're all aware of the serious 
problems with government provided insurance to the poor in our 
country. And abortion coverage limitations are routinely now placed 
on coverage and are routinely raised in Congress for other plans, such 
as CHAP, which was mentioned by Dr. Davis earlier. 

There are also special problems which affect women's access to 
health care because women play a very limited role as health care 
providers. They are limited in the sense that they are not represented 
according to fair distributions of their numbers iii, the upper echelons 
of decisionmaking policies and positions. In contrast, they are the ones 
who are faced with the obligation and responsibility to provide health 
care to their families and fill in disproportionate numbers of the lower 
echelon positions in the health care system. 

This employment pattern skews the health care system in: a number 
of ways. In hospitals, for instance, when decisions have to be made 
about money going to cardiac departments versus maternity and child 
health care areas, those financial decisions are sometimes skewed. 
Pediatric and obstetric gynecologic departm~nts in many hospitals are 
the most poorly funded. There are skewing results as well in the 
obligations, the authority, and the responsibilities given to the midlevel 
health care professional, such as nurse practitioners and nurse 
midwives, whose role and responsibilities may be arbitrarily limited in 
the kinds of care that they can give and in their ability to set up an 
independent practice from physicians. 

Finally, the kind of health care services that women need differs to 
some degree from the services demanded and required by men. 
Preventive care is of special importance to women, with gynecological 
and obstetric services representing a significant portion of health care 
services needed by women. Also, the great majority of persons in 
nursing homes are women, more than two-thirds. They have special 
needs for long term care. 

I thought with this background, it would be useful to turn to 
national health care insurance and see how that would affect the very 
basic problems that women face in securing health care. I do think 
certainly the administration proposal that Dr. Davis reviewed does 
provide some important additional safeguards that women don't have 
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today. On the other hand, it adopts and implements and further 
institutionalizes some of the serious problems that women face and, as 
a result, is a very inadequate solution even to the insurance problems 
that women .have. 

I think 011-e of the most important salutary provisions is the prenatal 
care, natal care coverage to one year old. It's a very critical and 
important and key provision in the administration bill. It's key to 
assure that abortion coverage would not be excluded from this general 
provision. 

But then there are serious problems with the bill. For instance, 
preventive care is not mandated to be included and the kinds of health 
care services that women need depend very much upon preventive 
care, which is something that most health care professionals want to 
encourage, rather than discourage. So, to set up an insurance system 
that doesn't mandate preventive care coverage, really flies in the face 
of the kind of health care services that women need and should have. 

A second probk:m is that nursing home care is excluded, again 
affecting large numbers of older women in our country. 

A third major problem is the financing system. It is based upon the 
private sector and therefore builds upon the discrimination in the 
insurance sector which exists today. The rates would continue to be 
sex-based. Therefore, women would be more expensive to insure than 
men. 

There are serious problems, many of which were raised in the earlier 
consultation, about the way insurance companies do set rates based on 
sex, the assumptions, the fact that many of these rate tables are more 
than 40 years old. And it is still far from clear how new rates would be 
set, when they would be implemented, and whether the assumptions 
underlying the table would be any fairer and less discriminatory to 
women than the old tables. But assuming that the sex-based rate table 
would continue, which is cert_ainly, I think, a fair assumption, when 
one ties that to the fact that the insurance would be employer
provided, one sees a very dangerous tying in of an incentive of 
employers to discriminate in their employment of women because, in 
fact, their insurance rates will be tied to the percentage of women, 
among other factors, in their work place. And if they employ more 
women, their insurance rates will be higher. 

That is certainly not something which one should encourage, when, 
in fact, the national judgment has been made that the sex discrimina
ti~n in employment is a serious prgblem that needs to be combated. 

There are also problems that re~ain with the fact that much of the 
insurance is employer related. It is based on the old traditional notion, 
which does not apply in many cases anymore, that the wage earner is a 
man and women have the primary responsibilities for home and 
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children. The expectation is that the woman would be securing health 
care coverage through her husband's employer. 

There is an advantage, I think, in the administration bill and its 
provision for carrying through the dependent, and in the event that the 
marriage relation dissolves through legal separation or divorce, for a 
certain period of time-I think it's 90 days-and then a requirement 
that the wife be able to buy insurance on her own. However, one is 
then faced with the same difficulty of rates. There is now, I believe, a 
provision that no higher than 125 percent of the rate that the man was 
paying could be charged to the woman. This provision is certainly not 
an enormous protection for the woman, at what is often the most 
economically troubled period in her life, to provide health care 
coverage for herself. 

The same problems exist if, in fact, the marital relationship is less 
than- ideal and there is no formal legal separation or dissolution of the 
marriage where the woman is forced to secure her own coverage 
through her husband. 

Finally, for the poor in this country who do qualify for Medicaid 
coverage, there are enumerable problems not only in the coverage and 
the rates of pay and the financial contributions that those poor people 
have to make, as well as the problems of access to health care systems 
in general, which have been discussed, but there are problems in the 
whole process of welfare determination and how a poor person can 
establish his or her qualifications for this kind of coverage. And I think 
those problems would remain and become a serious drawback in the 
administration health care provisions as well. 

I do want to say, in all fairness, that none of the national health 
insurance provisions adequately deal with women's needs and con
cerns. The administration bill is not alone in its failures in this regard. 
But I think that all of it highlights the fact that inadequate attention has 
been given by decisionmakers to the health care problems of women. 
There is, for instance, no Federal legislation that prohibits sex 
discrimination in access to health care, unlike Tide VI which prohibits 
race and national origin discrimination in health care in this country. 
That has a wide range effect and there are these kinds of serious 
problems which, really, it is time to address. 

Thank you. 

Discussion 
CoMMISSIONER FREEMAN. Thank you. Before proceeding to the 

questions from my colleagues, I would like to ask Dr. Davis if she 
would like to respond to any of the points that have been made. 

DR. DAVIS. Thank you, Commissioner. I would like to make a few 
remarks in response to the very thoughtful comments that have been 

148 



I 

raised by the various respondents. I'd like to start with some of the 
comments that Ms. Greenberger made about the National Health Plan. 
I think she. did touch on a number of the very serious pitfalls that lie in 
store for various groups, particularly women, but also minorities and 
the aged in ·any kind of national health plan. I think, on the positive 
side, that we should keep in mind that the National Health Plan the 
administration has proposed has other alternatives, very important 
benefits for women by simply expanding the number of poor people 
who are covered. It's not widely known that over half of the poor are 
not covered by Medicaid. They do not get covered because· they are 
not the so-called right type of family. 'The Medicaid does not cover, 
for the most part, two-parent families; it does not cover singles and 
childless couples. So that many women under age 65, many of them 
divorced, separated, or alone or even spouses of individuals over the 
age of 65 do not get covered under Medicaid, no matter how desperate 
their situation is. 

Now, the administration plan could cover another 12 million poor 
people. Many of those would be women and just expanding coverage 
of women is very important for women. Also the comprehensive 
maternity and infant care provisions, I think, are very important for 
women. ,::he administration plan with the support of Congressman 
Rangel and Congressman Corman and a number of individuals that 
have been interested in this, does provide free care for those services. 
There is no preempt, there is no coinsurance, there is no deductible. 
It's very comprehensive care for pregnant women and infants through 
the. first year of life. • 

Some of the problems that were noted with the private ins~rance 
coverage, I think, are well-taken. The basic decision by the administra
tion in nearly all insurance plans before the Congress is to not set up a 
totally new Fed"'ral or public ~ystem of health care insurance, but to 
build on our current system which is predominantly employee-based, 
that over 80 percent of the employed population do get some form of 
coverage.through their employer. 

Rather than displacing that, most national health plans build upon it 
and, in particular, take set standards for what employers must do, and I 
th,ink, in that regard, the administration would have important benefits 
for women. First of all, it requires all employers to cover all full-time 
employees, so that many of those marginal jobs for women have to 
become concentrated and would get health insurance coverage for the 
first time by mandating that all employers provide such coverage to 
their, employees. 

It requires the employers to cover all the dependents; it does have 
provisions for extension -of coverage in the event of either termination 
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of employment on the part of the worker or in the event of divorce, 
separation, or death that would jeopardize the dependent's coverage. 

, The administration plan, as Ms. Greenberger noted, does extend 
coverage for 90 days following any of the events that would lead to a 
loss of coverage and then guarantee conversion of a group plan to 
individual coverage. Ms. Greenberger is correct in noting that the 
individual premiums may be somewhat higher than a group premium, 
although there is a limit set. But it extends the coverage for 90 days. 

I might add that the Senate Finance Committee, in looking at this 
provision, has decided to tentatively extend coverage for one year for 
any spouse or dependent losing coverage as a result of dealth, loss of 
work, divorce, or separation so that they have gone somewhat further 
than the administration proposed. We tried to deal somewhat with the 
premium structures where higher premiums are sometimes charged for 
women. In some instances, although I don't think we can respond 
completely to the kind of concerns that were raised by Ms. Greenber
ger for smaller firms, those with 50 or fewer employees, the insurance 
must provide a community rated premium, so it cannot be differentiat
ed on the basis of sex or any other factor. However, in the larger firms, 
insurance companies would continue to experience rates which are 
current pattern, so that if women are incurring the higher expenses, 
then the employers premiums are higher as a result of that. 

Ms. Greenberger also noted some of the problems with Medicaid. 
We have tried to make some major improvements. First of all, our plan 
would abolish the Medicaid program. It would institute a Federal 
program for both the poor and the aged, also many other individuals, 
such as those desiring to purchase coverage because they are not 
covered by an employer because they are not employed, or for firms 
that choose to purchase coverage publicly rather than through the 
private sector. It would eliminate all limits on coverage, it would have 
a standard benefit package, hospital, lab, and X-ray, some home health 
and infant and prenatal care. But it would eliminate the current 
Medicaid practice of setting limits on hospital days or numbers of 
physician visits that curtail access to services for many of the poor. It 
would set up a single reimbursement system. 

One problem with Medicaid, which was noted by one of the 
panelists, is that States set very low physician fee reimbursement rates 
under Medicaid and, therefore, many physicians don't accept Medi.: 
caid patients. We would bring all Medicaid payments up to Medicare 
levels and institute a single rate of payment for these groups. 

We have also proposed moving away from the whole State 
administration system and the linkage with the welfare program. First 
of all, expanding coverage to all individuals, regardless of welfare 
status, regardless of employment status, regardless of family composi-
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tion, regardless of geographical location. So everyone would be 
covered under the National :flealth Plan. It would be federally 
administered and we would hope to eliminate a lot of the problems 
that are as a result of this linkage. 

I'd like to. make some comments on particular problems of the aged, 
raised by Mr. Branch and also touched on by Ms. Greenberger. It is 
true that the .lJ.dministration's National Health Plan, and it is also true 
of the other plans under consideration, that it does not do a very good 
job of covering long term care. It is an important problem for the 
~ged. The administr_ation plan would retain the current Medicaid 
program or .Jong term care benefits. Part of our concern had to do 
with, pf course, the cost of such coverage, but I think beyond that, 
some coverage that we really don't have good answers to, what are 
operation mod_els of long term care. 

We have begun funding substantial numbers of demonstrations in 
the long term care _area to really see how home health services can be 
tied in. and if there are ways that we can keep the individual in the 
home, rather than in institutions. And we are proceeding with that. 
But I think at some point, we will have to come forward with a more 
broad-based program for a proposal to deal with the long term care 
needs. 

With regard to the aged, I think it's important to make some other 
points. First of all, with regard to minorities, I think not very many 
people realize that minorities don't enjoy a lot of social security 
benefits, simply because they don't live to the age of 65. Half of all 
black males born do not live to age 65. So that there is a serious 
problem in terms of access of minorities to some of these benefits, 
simply because of the lower life expectancies and higher death rates in 
younger years for minorities. , 

I think it's also. important to point out that even with Medicare and 
Medicaid providing some benefits for the aged, that there are still very 
substantial financial burdens placed on the aged. These only pick up 40 
percent of the expend,itures of .the aged because they do require the 
aged to ,contribute toward their care, they do have limits on the 
benefits such as long term care. They don't cover dentures or hearing 
aids or eyeglasses or even prescription drugs outside the hospital. So 
there are limits o:µ benefits. 

What the administration plan has done is to provide putting a ceiling 
on the maximum amount that the aged person would have to pay for 
coverage benefits under the plan of$1,250 a year, so that the mpst, the 
maximum, they would have to spenp would be that amount. 

Currently, Medicare is open ended and they pay 20 percent of what 
their bills are. I think anbther problem I'd like to point out is that even 
with Medicare, since th~r~ are exclusions of benefits and certain gaps, 
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private insurance policies have grown up to try to fill some of those 
gaps. And this has led to very serious problems, which is usually 
termed the medi-gap problem. 

Many of these insurance plans have actually exploited the aged. 
There is a lot of documentation of duplication of coverage, selling of 
policies to the aged that really don't go beyond Medicare or that 
return very low benefit payments on the dollar, some as low as paying 
10, 20, 25 cents per premium dollar expended. 

Congress has been considering legislation in that area, but the House 
and Senate committees have taken favorable action. It's a piece of 
legislation that could go through this year to have certificates of these 
policies. I think this would be a very important step and make some 
difference. While Medicare has been more protected than many other 
programs, I ain also concerned about the future of just maintaining 
what we have. I think we all tend to see the need to go further with 
the Medicare and Medicaid in terms of coverage. But with the 
budgetary pressures, there continues to be pressures to either reduce 
the number of people covered or reduce the scope of benefits. I think 
neither of these are really desirable alternatives, and the other 
alternative that we have looked forward to is really to try to reduce 
the reimbursements to providers. 

If there are budgetary limitations, we should tty to achieve 
economies, not by cutting back the number of people covered or the 
number of benefits, but we should try to curtail the rate of payment to 
providers, and, in particular, have looked at hospital costs which really 
absorb very dramatic portions of Medicaid and Medicare budgets. 
Every year the Medicaid and Medicare budget goes up by $5 or $6 
billion. And that is the result not by covering more people, not by 
covering more benefits, but by paying more for the same services. This 
is larger, as large as our entire expenditure for the Public Health 
Service. And in times ofbudgetary cuts, we think it's time to try to put 
some restraint on providers' payments, to make some cuts in that area 
in order to protect the basic coverage benefits, as well as to make some 
more expansion. 

I think there are a number of other important steps, but I'm going to 
stop there. 

COMMISSIONER FREEMAN. Mr. Chairman. 
CHAIRMAN FLEMMING. First of all, I'd like to express appreciation 

for the kind of dialogue that has taken place. I am particularly 
interested in the dialogue that has taken place in the field of aging. I 
think it's been very helpful. The Commission is very much concerned 
about the denial of access to services that have already been provided 
for, and obviously we have the same concern relevant to any new 
services that might be provided for as a result oflegislation. 
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Dr. Davis, I was wondering wqether your office has examined 
legislative proposals from the various program units, whether any 
proposal has come before you from the program units relative to any 
changes in Title VI of the Civil Rights Act. 

DR. DAVIS. I am not familiar with any legislative proposals. There 
may be some that I am just not aware of. 

CHAIRMAN FLEMMING. The General Accounting Office recently 
issued a report which they prepared at the request of the House 
Judiciary Committee in which they stated that virtually no Federal 
money has been withheld under Title VI or has been put under this 
provision for the most comprehensive civil rights law ever enacted. 
And Congressman Edwards of California, who was Chairman of the 
Subcommittee of the Judiciary Committee on Constitutional Rights, 
has been holding hearings on the General Accounting Office report. 
He has indicated that he intends to hold further hearings with other 
agencies as witnesses to try, as he put it, to get Title VI into action 
after 16 years. As one has the opportunity of asking questions about the 
failure to utilize Title VI over a period of 15 or 16 years, often 
administrators will voice objection to the sanctions embodied in Title 
VI, namely the sanction of cutting off funds. 

The position this Commission has taken is that as long as that 
sanction is in the law, the administrator has an obligation to use it. If 
the administrator feels that there is a better sanction to bring about 
implementation of Title VI, then the administrator has an obligation to 
propose to the Congress that better sanction. 

So I was just interested in knowing whether or not any of the 
administrators, any of the heads of program units, particularly on the 
health service side, and the Department of Health, Education, and 
Welfare have made any proposal that you are aware ofto amend Title 
VI to provide a different type of sanction. I understand that you do not 
recall any such proposal. 

The next question that I would. like to ask is this. If persons who 
have program responsibility in the health service side develop 
proposed guidelines for the implementation of Title VI, would those 
guidelines normally be looked at by your office,. along with the other 
offices in the Office of the Secretary? 

DR. DAVIS. On occasion those come to us. The Office for Civil 
Rights works closely with our Office of General Counsel on those 
matters, and from time to time we are involved in specific instances. 

CHAIRMAN FLEMMING. The record shows that since the passage of 
Title VI there have been only two instances where the Department 
has put out any guidelines in the health service area. I think both of 
those occurred somewhere around 1968, 1969. We did receive 
testimony to the effect that the Department now has under consider-

153 



ation the possibility of issuing 11 proposed guidelines for t,he 
implementation of Title VI in the area of delivery of health services. 
Have any of those proposed guidelines come to your office up to_ the 
present time, to the best of your knowledge? • 

DR. DAVIS. Not to the present time. 
CHAIRMAN FLEMMING. But, and as I understand, they might or 

might not. There isn't a requirement that all guidelines of that kind 
clear through your office? 

I'
DR. DAVIS. Typically, if this were to be published in the Federal 

Register, it would come to us for review before going to the Secretary. 
·CHAIRMAN FLEMMING. That's what I thought, and these Would 

have to go in the Federal Register, if they could go in first as proposed 
guidelines and finally, of course, would be published in the Federal 
Register as final guidelines. 

The evidence that we listened to indicates that the hope, the 
expectation, is that those guidelines will be out. I'm not too clear 
whether out means proposed or out means in the final form by the end 
of this calendar year, 1980. I hope that when they do come to your 
office, that your office will be alert for that. 

DR. DAVIS. We will not only be alert, but we will try to speed them 
up. 

CHAIRMAN FLEMMING. Personally, this is, it seems to me, a 
commentary on our system or on our commitments, lack of commit
ment as a Nation to really implement civil rights legislation. The fact 
that for a period of 15, 16 years we have had no adeq~ate guidelines to , 
implement Title VI, and obviously have had no meaningful action 
under Title VI. But we did ask yesterday, whether ilie witness could 
recall any situation where funds had been cut off in te~s of standpoint 
of delivery of health services, and the response to that question was 
no. 

Personally, I have the feeling that until the time comes when some 
action is taken to cut off funds, people are not going to fe~l that the 
Government means business in terms of the implementation of Title 
VI. 

I might say, in the field of aging we now have a parallel piece of 
legislation in the Age Discrimination Act of 1975 that just became 
operative on July 1. But that is going to be subjected to the same kind 
of test. Right along this line, Mr. Holloman, do you recall any-well, 
the first question I'd like to ask is whether or not the General 
Accounting Office report, which was prepared at the request of the 
House Judiciary Committee, was also made available to the House 
Ways and Means Committee. Are you aware of the existence of that 
particular report? 
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DR. HOLLOMAN,. I have not seen it, so that I can't say that I have 
any input. With reference to the first part of your question, when the 
Title VI was first passed in health, the Secretary John Gardner then 
created the Office of Equal Health Opportunity, as Marilyn Rose 
probably referred to yesterday. 

The initial purpose of that office was to prepare the hospitals for the 
advent of Medicare with a compliance to Title VI of the Civil Rights 
Act of 1964, and there was a genuine enforcement effort on the part of 
this agency. However, following the initial. success with hospitals 
there was a decline in the commitment of Congress, which I think was 
afraid to see this agency move too fast and too far. So it was abolished, 
and the agency was placed into Health, Education, and Welfare as the 
Office for Civil Rights. 

After that action happened, we saw a significant slowdown in civil 
rights activity, so that even before nursing homes, homes for the aged, 
extended care facilities, etc., were examined for Title VI, the impetus 
had been cut off. J'h~re was no longer any overt commitment to move 
the program any farther than it had moved in the desegregation of 
hospitals. Since that time, to· my knowledge, there has been no cutoff 
of funds from offending health institutions. It has been often said that 
those individuals who are most in need would be the individuals who 
would be hurt by the Federal withholding of funds, rather than the 
providers who have all along had alternative sources of funds. 

CHAIRMAN FLEMMING. Well, the courts have recognized from the 
beginning that, as you put it, there is that to a degree. But I have the 
feeling, and of course this has not been subjected to a test, but it could 
be subjected to 3rtest, but I have the feeling that if it was cut off in that 
particular instande, the cutoff wouldn't last very long because the 
persons who were affected by the cutoff would bring the pressures to 
bear, which would result in that particular agency getting in line. And 
in addition to that, it would begin to open up these services to the 
thousands, the tens of thousands ofpeople who are being denied access 
on racial grounds. 

It seems to me that unless we move on this, we are not going to 
solve this problem of minorities being denied access. Now, here again, 
this Commission has adopted the attitude that if anybody can come up 
with a better sanction than that, well, all right, we are willing to take a 
look at it and we are willing to engage in dialogue as to the 
development of a better sanction. But this has been on the books 16 
years and, until another sanction is developed, certainly there. is a legal 
responsibility on an administrator to use it so as to protect the 
constitutional rights of minorities. And this is-

DR. HOLLOMAN. I sort of share that feeling. I am certainly 
convinced that when funds are cut off, people do manage to bring 
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about change very rapidly. But I am also convinced that there is{no 
intent on the part of most of the political administrations to challenge 
very seriously the very powerful forces that provide and control_ the 
health care industry in this country, starting first with the American 
Medical Association going on to the American HospiW. Association 
and going on to other professional organizations and recognizing the 
political action committees and the powers. Political survival is at 
stake. 

We have to look very realistically at the fact that angels don't 
always rush in, and I think that perhaps this also has something to do 
with fools. I'm, not really sure that we have in 01,1r government the 
statesmen that can circumvent the political realities of a Natio:µ that is 
indeed racist in most of its institutions and most part_icularly in health. 

CHAIRMAN FLEMMING. I'd like to yield to Com;missioner Hom. 
VICE CHAIRMAN HORN. Before we leave the original question that 

the Chairman asked, let me ask Mr. Holloman this. You said this Office 
of Equal Health Opportunity was set up by Secret~ry Gardner after 
the Civil Rights Act of 1964 was passed to relate Title VI to hospitals. 
Then you said it was subsumed, I believe, into HEW. Do you mean 
into OCR? Do you know the history of this all? 

DR. HOLLOMAN. Well, yes. 
VICE CHAIRMAN HORN. When was it abolished? 
DR. HOLLOMAN. Well, it was created in March or April of 1966. 

And it was abolished by attrition within the next 2 years, moving from 
an independent agency of the Public Health Service irl.to the Office for 
Civil Rights in HEW. I think that probably Peter Libbassi may well 
have been the person who inherited that, which had been a very 
vigorous and a very glorious effort on the part or'"this agency. The 
office of Equal Health Opportunity was headed at the·time by Robert 
Nash, who, I understand, after that particular assignment and because 
he did so well with it, managed to find that his phones were cut off and 
that he managed to sit somewhere in some dark, out-of-the-way comer 
in HEW without having any further duties until the tiIµe he was 
retired several years later. 

VICE CHAIRMAN HORN. Did this happen under Secretary Gardner's 
successor or under Secretary Gardner? 

DR. HOLLOMAN. It's my impression that it happened under 
Secretary Gardner's succ,essor, although at the time the agency was set 
up, there were two people in HEW-all of HEW responsibility of civil 
rights. There was a Mr. Jam.es Quigley and, I believe, a Ms. Sherrie 
Arnstein, and they had the entire civil rights responsibility prior to the 
formation of the Office ofEqual Health Opportunity. 

One of the commitments that was made by Bill Stewart, who was 
then the Surgeon General, was that 18,000 nursing homes would be 
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inspected for Title VI. But we, at that time, had the problem of Mrs. 
Murphy's boarding house. And whether or not you would want to 
disturb these old people who were quite accustomed to racial 
discrimination, and whether or not we wanted to let them vegetate and 
die out in peace, or whether or not we wanted to force horrible 
integration on these people who were, at the time, prepared to be 
supported by Federal funds. 

My suggestion was that they could stay segregated, but let's not 
support them with Federal funds. So we had quite a debate about it. 
But the point is that Bill Stewart promised that these homes would be 
inspected under Title VI and they never were. There were no 
inspections. And the legacy of nursing home wrongdoings and 
scandals continues today. 

VICE CHAIRMAN HORN. Was this little office in the Public Health 
Service abolished at the initiation of the administration or under 
congressional pressure in the Appropriation Act or did the issue ever 
escalate -to the Hill? Did they wipe the funding out of the budget, do 
you know that aspect? 

I)R. HOLLOMAN. Yes. The V5!ry strong southern legislative bloc in 
the Congress wiped out the funds. 

VICE CHAIRMAN HORN. All right. 
CHAIRMAN FLEMMING. I'd like to make this comment. The nursing 

homes still need to be audited under Title VI. We have had testimony 
here to the effect that the percentage of minorities in nursing homes
somebody said 4 percent, somebody said 7 percent. That's just about 
the-

Jiis. 
DR. HOLLOMAN. In New York, a study has been recently done in 

the South Bronx by the HSA showing that there were less than 1 
percent of blacks; and minorities are waiting to be placed in nursing 
homes. 

CHAIRMAN FLEMMING. I'm fully aware of the fact that that's one of 
the most serious areas and involves the field of aging, and also between 
4 and 7 percent are members of minority groups. So that it shows that 
we have not made any progress along that line. 

If I could just turn for a moment to Dr. Branch's comments, I'd like 
to say that I feel he's put his finger on some very important matters as 
we approach the field of aging. I think that he is correct in his feeling 
that if we keep conveying to the public the feeling that to be old is 
almost automatically to be among the most vulnerable, we are creating 
a negative stereotype, which it seems to me is serious, because there 
are many older persons, as you pointed out-I mean, I thought you 
tried to keep it in balance-who need services, health services and 
other services. But there are far more who need to have the 

157 



opportunity to serve. And that brings us to the Age Discrimination in 
Employment Act. 

And they are being denied that opportunity to serve because of the 
stereotype that you identified. But I did think that it would be well to 
include in your historical summary the Age Discrimination Act, 
because this Commission held hearings and took testimony which 
pointed very clearly to the conclusion that older persons are denied 
access to health services solely because of their age, because they are 
older persons. And we listened to administrators justify that on the 
ground that that's a better way to invest taxpayer's money-to invest it 
with younger persons. They weren't quite as blunt about it, but they 
certainly left us with the impression the older persons aren't going to 
be around very long, so why worry too much about them. 

There is a problem of access, the denial of access to older persons 
who oftentimes desperately need it, and simply because of the fact that 
they are old-and that brings up the enforcement of the Age 
Discrimination Act and we have some of the same problems in 
enforcing that, that we have in enforcing Title VI. 

But, nevertheless, I felt the major point you tried to emphasize is a 
very important one in an effort to deal with this negative stereotype. 
Would you like to make a comment? 

DR. BRANCH. I appreciate your perspective and I also would 
emphasize the point you just made a minute ago about the enforcement 
issues and-if you had had a better method of applying sanctions, you 
are more than willing to entertain them. I think that that problem of 
what are appropriate sanctions as applied to the nursing home industry 
is a perfect case in point. As Dr. Holloman has·;pointed out, the 
individuals involved are the ones who are most often hurt when 
sanctions need to be applied, particularly in nursing homes. If the 
nursing home administrators are denied Federal funding because of 
inappropriate policies, the burden of that decision of that implementa
tion of sanction falls more heavily on the nursing home residents than 
it does on the administrators, and I wish you success in your search for 
a better sanction. 

CHAIRMAN FLEMMING. The question is how long the Federal 
Government should be a coconspirator, as far as the use of its funds are 
concerned in such a way as to deny a person their constitutional rights. 

DR. BRANCH. I agree with you that 16 years is probably too long. 
COMMISSIONER FREEMAN. It is too long. Vice Chairman Horn. 
VICE CHAIRMAN HORN. I'd like to ask you, Dr. Davis, does Health, 

Education, and Welfare have any estimate or any internal working 
papers as to the degree to which government support of health care in 
some form or the other, since the 1960s, has led to excessive hospital 
costs? 
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DR. DAVIS. This is an area where there has been some research 
done. There has been a tendency to point to Medicare and Medicaid ~s 
the' villain in rising hospital costs. But what the studies have shown is 
that it took place, first of all, before Medicare and Medicaid started. 
The hospital costs were going up more than twice as fast as the 
consumer price index, that Medicaid and Medicare added to that, to 
.:he trend, but that the basic problem seems to be the very pervasive 
growth of third-pa.rty payment in open ended reimbursement systems 
that guarantee to a hospital that whatever their costs are, whatever 
they charge, they can be assured of recovering those amounts. 

Currently, over 90 percent of all hospital revenues come from some 
third-party payer, rather than from the patient. Most, about 60 percent 
pf all hospital revenues, come from cost-based reimbursement plans, 
Medicare, Medicaid, or Blue Cross in about 33 States on cost pay basis. 
But regardless of the source of payment, whether it's public or private, 
I think there is a general recognition that basically giving hospitals a 
blank check and assuring them that no matter what they charge, no 
matter what they ask for, they would be paid at that rate, has certainly 
contributed to the problem of rising costs. 

VICE CHAIRMAN HORN. Has the Government discussed any 
possible strategy to deal with the third-party payer, in terms of 
bringing them together to work out programs and establishing a 
voluntary system to control what some commentators believe are 
excessive hospital costs? 

DR. DAVIS. We have been reluctant to date to do that, to move only 
on the Medicare and Medicaid side without simultaneously having the 
involvement of1the private insurance sector. Our concern has been that 
if you hold down Medicare and Medicaid payments to hospitals, you 
will lead to a situation of two-class care, which does persist on the 
physicians' side, where Medicaid rates have been already lower than 
the private payers. 

It is important to move not only unilaterally, but in conjunction with 
the private insurance payers, rather than having a Medicare/Medicaid 
only approach. The strategy we have used is to try to seek legislative 
authority to limit the rate of increase payments by both Medi
care/Medicaid on the public side and all private insurances, and we 
have done that through the form of hospital cost containment 
legislation. 

This legislation was originally proposed in April of 1977, considered 
by the Congress, and reproposed in 1979. The basic proposal would 
have some voluntary provisions that would basically set goals for the 
rate of increasing hospital costs. If hospitals held to that rate of 
increase voluntarily, then they wouldn't trigger any new kind of 
mandatory provisions. That legislation was defeated on the House side 
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in the fall of 1979. The administration continues to deal with that aµd 
to feel that some legislative remedy is important. 

But we are continuing to establish these voluntary goals for ·hospital 
industry across all payers, not just public, and to urge them to show 
restraint voluntarily. 

VICE CHAIRMAN HORN. How much cooperation have you had from 
the private insurance payers ofhealth care in this effort? 

DR. DAVIS. We have had fairly good support in trying to seek 
legislation from the commercial insurance companies through the 
Health Insurance Association of America. They were very supportive 
of the legislation. They lobbied intensively for jt. Blue Cross/Blue 
Shield took a more neutral stand and did not support the legislation. 

On the other hand, Blue Cross/Blue Shield did participate in a 
counteroffer, if you want to call it that, by the hospital industry, where 
they formed their own voluntary effort to hold down hospital costs. 
Blue Cross/Blue Shield has been active on that voluntary commit
ment. 

VICE CHAIRMAN HORN. In terms of the IGgislative proposal to the 
administration, you mentioned that they cover full-time employees. 
That greatly concerns me in the sense that, increasingly and especially 
for women, there is a need for part-time job or work-sharing 
opportunities. Single-parent families come to bear on this question as 
do older persons, who are largely women, etc. Aren't we overlooking 
a major area where a sensible government program is needed in terms 
of an increasing trend in the work force, when not only does the 
single-parent want some time at home to help raise the children and a 
part-time job to provide needed income, where the older person wants 
a job for 4 hours a day versus 8 h_ours a day as a supplement to 
retirement in order to assure survival, in a time of inflation. 

I mentioned job-sharing. I think of it in a university context where 
Ph.D.s who are turned out of the graduate schools of America cannot 
get jobs full time in one institution. Often they must piece together 
three or four part-time jobs in order to try to secure the semi
equivalent of a full-time job. Aren't we overlooking a major aspect of 
our work force by taking that stand? 

DR. DAVIS. Well, I think that is a good point. It's obviously the case 
that part-time employees need adequate access to health care and 
adequate health insurance cove.rage every bit as much as full-time 
employees, if not more. We did consider that very carefully in the 
design of the National Health Plan. The President's proposal is a 
phased-in approach to health insurance coverage. It submitted a first 
phase legislati,ve proposal that simultaneously put out a white paper on 
what coverage would ultimately be desired. A decision was made to 
postpone part-time coverage until lat~r phases. But there was a 
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commitment in the white paper to eventually cover all part-time 
workers, as well. 

Our definition of foll-time workers is fairly generous, 25 hours a 
week or more, but it obviously does restrict some individuals from 

/coverage. Our reasons for doing that were in part the economic impact 
' of mandating coverage on employers. Most employers have health 
insurance coverage for their employees. Many of those employees 
would meet the standards of this plan, but for those firms who don't 
currently have health insurance coverage, there will be a fairly 
substantial economic burden on these firms. 

We estimate that just covering the full-time workers and setting the 
standards established in our plan, which are pretty minimal, will add 
about $6 billion to employer health insurance premium cost. We 
estimate that will have some slight impact on employment and 
inflation as you increase labor costs to firms. We were hesitant to go 
beyond that first phase initially, in terms of either mandating coverage 
of part-time workers or having more comprehensive coverage, for fear 
that that would be too much of an economic purden on employers and, 
therefore, did not go beyond that in the first phase. 

VICE CHAIRMAN HORN. To what degree does Planning and 
Evaluation get involved in policy decisions regarding budget decisions 
in the health care area? 

DR. DAVIS. Traditionally the Office of Planning and Evaluation has 
been involved in the budget decisions. We were less involved in the 
more recent buaget revision. But normally the agencies will submit 
budgets to the Office of the Secretary in June of each year. Our office 
and the Office 0f the Assistant Secretary for Management and Budget 
will review those budget requests, will submit a recommendation to 
the Secretary, Under Secretary, forward the first line decisions on the 
budget, and then those go through various appeal mechanisms within 
the Department, and are finally submitted to the Office of Manage
ment and Budget in September. 

VICE CHAIRMAN HORN. The reason I ask is obvious, that one of the 
concerns of this Commission· is not only in the delivery of services in a 
nondiscriminatory way, but also assuring access for members of 
minority groups and women to become providers in the health care 
area. That might improve the delivery of services to minority 
communities. Yet recently, the administration has asked for a 1980 
recision of $77.4 million for nurse training out of $106 million, $5.5 
million in allied health, out of $10 million, etc. 

As for the cuts in nurse training, there is a real problem in center 
cities; inner cities. How do you staff hospitals to meet the needs of the 
minority population? How do you staff hospitals for the night shift, 
etc., etc.? What sort of thinking or input has Planning and Evaluation 
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had in these areas from that civil rights context to try and relate tbe 
program activities and services which the ·Federal Government 
renders under existing law with the budgetary pressures to cut back? I 
can understand that cuts must be made in some areas to solve the 
problems of inflation, but is your Department looking at where we 
should be 5 or 10 years from now-in a planning and evaluation 
sense-to meet the very real health care personnel needs which this 
country will be facing? How much have you been involved in those 
particular cases? 
• DR. DAVIS. Well, perhaps I'd rather not admit to involvement, but 

we have tried to grapple very seriously with the issue of nurse training. 
Our office has reviewed the studies that have• been done, tl:ie major 
studies, trying to project the demand and supply for nurses and to 
make some assessment whether there will be an overall adequate 
supply of nurses. Our review of that literature and the data generated 
by the Department indicates that the supply of nurses will be roughly 
equal to the demand for nurses in 1985. But there continued to be 
serious maldistribution problems both with regard to geography and 
with regard to income and race of population served by their 
profession. So that while the overall supply/demand position should 
be pretty much in balance by 1985, there continued to be serious 
pockets of underservice in the nurse area. 

We have looked at what is an appropriate strategy for dealing with 
this imbalance. We are moving toward encouraging more nurses 
through the National Health Service Corps. With regard to health 
personnel to the underserved areas, we are conditioqing support for 
nurse practitioner training, which we do have in the budget, upon 
service in underserved areas. But the main thing that we have 
identified is that the problem seems to be not so much overall numbers 
of nurses, but retention ofnurses in the :i;mrsing professipn. 

A large number of nurses do not continue to practice. They either 
drop out of the labor force or take other jobs, other than nursing. So 
we have asked the Institute of Medicine to try to figure out what are 
the major factors causing individuals who are trained for nursing to 
fail to participate in the nursing market. Whether that's the problem of 
the wage structure, or whether it's a problem of position, or 
professionalism, or the feeling that the nurses are subjugated in the 
whole health care team. Whether it is a result of opening up 
opportunities for women in other employment fields, so that women 
have had other opportunities that are more attractive than nursing. 

We feel that the way to deal with this problem is by looking at 
retention, rather than overall numbers. We are focusing our efforts in 
that regard. 
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'VICE CHAIRMAN HORN. I assume you will not only look at 
retention, but you will look at reentry into the force after several 
years. I think we ought to realize that because you train the nurse and 
the nurse o:p.ly works 1 to 3 or 5 years, may get married, might raise a 
(amily, they are not totally lost to the labor force in terms of 1;eentry 
into the profession. 

DR. DAvis. Right. 
VICE CHAIRMAN HORN. Now, yesterday we had a witness with 

whom we discussed the relationship between the Office for Civil 
Rights and program responsibilities of the various HEW agencies. In 
the course of that, we got into a discussion of what is the relationship 
between, the Office for Civil Rights and program agencies in the 
consideration of program objectives. And to that, I would add, since 
you are Deputy Assistant Secretary of Planning and Evaluation, to 
what degree does your office involve itself in reviewing actual 
program plans and the objectives set by the constituent HEW agencies 
and relate those program objectives to the other overall plans and 
goals of the Department in terms of legislation, in terms of budgetary 
resources, etc. Obviously, I am interested in the response from the civil 
rights aspect as to the degree to which services for minority 
populations in an area are targeted. I would like to know the degree to 
which representatives of the Secretary, in this case your office, as well 
as Budget and Management and so forth, review those program 
implementations to see that overall Federal policies, the will of the 
Congress and tlie President, and the various executive orders are being 
implemented. Would y9u describe that process for me? 

DR. DAVIS. I've been at the Department for about 3 years, 3-1/2 
years, and overrfthat period have seen an increasing improvement in 
the Office for Civil Rights, not only in program operation issues, but in 
policy issues. I think this has been accelerated under Secretary Harris. 
It's very rare to be in a major meeting on a program issue or a policy 
issue where the Office for Civil Rights is not represented. 

There have also been a number of instances of specific program 
issues where it had to do with closure of a particular hospital, health 
plan issues, or health service issue, or Hill-Burton regulations issues, 
where the Office for Civil Rights has been extraordinarily influential 
and has worked closely with our office, with the Office of General 
Counsel, in trying to reach some accomodation with concerns of 
programs and see the rights of minorities are well represented. 

In terms of the program plans of the various agencies and to what 
role we play on that, there are a number of mechanisms. Currently, 
there is a place in the Department's Operations Management System, 
OMS for short, as all things are turned into acronyms in government. 
These are indicators that each program sets forth what are basically 
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quantitative goals, objectives, of the programs. We review these al~g 
with the Office of the Assistant Secretary for Management and Budget 
and those are presented to the Secretary, both what the indicators of 
program performance are and progress towards those 'indicators. 

Secretary Harris, last week, spent 4-1/2 hour's in meetings reviewing 
the Public Health Service OMS and both the indicators, in progress 
toward those. For example, in the area of the National Institute on 
Alcoholism, they have selected program indicators to increase the 
number of women, youth, and Indians served by their projects. They 
found that women are 33 percent of the proble~ drinkers, but only 20 
percent of the people served under the programs; youth, 10 percent 
are problem drinkers, but only 3 percent of the individuals served 
under the program. " 

So they selected specific program indicators, increased by the end of 
the year, and have targets for each quarter of how many of their 
program users will be in the various categories. So we help make 
suggestions on what indicators ought to be used, review performances 
of those. The Secretary is very intensively involved in that. That's one 
process whereby we try to see the needs <Jf the minorities are 
addressed in program review. More broadly, as we undergo the 
budget cycle every year, we are quite sensitive to those programs that 
do serve minorities, do serve the poor, and try to give higher 
budgetary priority to those programs. 

I think the best example of that is the Community Health Center 
Program. Eighty percent of all the users of Community Health Center 
Programs are minorities-60 percent black,-20 percent Spanish-speak
ing and Indian population. So, altogether, out of all those program 
users, 80 percent are members of minority groups. In the last 3-1/2 
years I have been there, we have doubled the budget of the 
Community Health Center Program, in large part because we do think 
it's a very important form of service delivery for minorities and helps 
offset some of the imbalance of Medicaid/Medicare benefits that we 
talked about before. 

VICE CHAIRMAN HORN. I'd like, Mr. Chairman, to secure from 
HEW, for insertion in the record of the hearing, the Operations 
Management System categories and indicators for the current and next 
fiscal year, whatever is available, and have them analyzed from a civil 
rights perspective. I would like that portion of the program objectives 
and OMS indicators to be put in the record. (See exhibit 11.) 

CHAIRMAN FLEMMING. This relates to the health program. On the 
mental health indicators, Community Health indicated-did you have 
before you information as to the percentage of older persons that were 
being served by the Mental Health Clinic? 
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.DR. DAVIS. These particular indicators that I talked about had to do 
witl,l the alcoholism .projects. The Community Mental ~ealth Center is 
also· developing program indicators in that area, somewhat less 
developed than niaybe the other areas, but we have reviewed studies 
{pat have in_dicated that coverage of the aged in Community Mental 
He~,th ~are Centers is a very serious problem, that the aged are 
underrepresented in that program, and we have been trying to identify 
steps to remedy that. 

VICE CHAIRMAN HORN. One last question. I npticed with interest in 
o~r briefing book an article, which, I believe, appeared in The New 
York Times, by Dr. Gorclon K. MacLeod, professor of Health Services 
and Administration of the Graduate School of Public Health, and 
'1SSIJ~!ate clinical professor, School of Medicine, U~iven;ity of Pitts
burgh. In this article, he advocates the idea of health stamps, the 
analogy being food stamps. Presumably, it's an attempt to cut out some 
df the bureaucratic paperwork and processing within the health care 
system. Has your office reviewed that type of an idea, and, if so, what's 
the reaction to it? 

DR. DAVIS. The health area, it's sometimes called the health 
voucher approach, which basically would give individuals a fixed 
amount to use to purchase a private health insurance coverage. As the 
Department began its National Health Plan package back in 1977,. we 
did review a number of alternative approaches, and, in particular, 
asked Professor Alain Enthoven at Stanford University to develop, for 
the Department's consideration, one option for a National Health Plan. 
And Professor Enthoven selected a voucher type proposal, whereby 
individuals would receive tax credits, which would enable them to go 
out into the private insurance sector and purchase private insurance. 
That voucher system would not only cover additional people not now 
covered by insurance, but it ·would basically replace Medicare and 
Medicaid and even current employer health insurance coverages. 

As we reviewed that option quite seriously, within the administra
tion, we identified a number of concerns with it. First of all, using a tax 
system, wound up shifting large sums ofmoney from the private sector 
into the Federal budget and led to very expensive proposals. But 
bC?YPnd that, we were quite troubled by the notion of basically giving 
the poor a piece of paper to go out and confrpnt the private insurance 
industry that hadn't been supportive in the past toward providing them 
with coverage. 

The thing that's different fro1.11 health care than food is that 
insurance is very invariable. Individuals encounter invariability. So 
that where you may have a predictable food budget requirement, the 
medical services expenditures and even the health care premiums will 
vary among individuals, depending upon their health risk, whether 
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they are disabled, whether they have;a very serious health condition. 
What we were concerned with is that, if you give everyone an equal 
voucher dollar amount, the health insurance response to that would be 
to have adverse risk selection. They will want a relatively healthier 
individual, but not want the relatively sicker individual,. and that is 
very difficult. 

You would really have had to have massive regulation of the private 
insurance industry to see that they didn't act in what is their own self
interest to act. By shunning these risks that were a high-health risk, 
therefore, these individuals•who were given a fixed dollar amount to 
buy an insurance plan, if they were sicker, really wouldn't be able to 
take care of their own needs. We really feel that a public program 
where you have government acting collectively on behalf of the poor 
can do a better job and a more economical job in purchasing services 
for individuals, negotiating reimbursement rates for providers, than 
any-single individual acting on their own. So we are not supportive of 
a voucher program. .. 

VICE CHAIRMAN HORN. Did Professor Enthoven's study get into 
the effect ofthe plan on minority population? 

DR. DAVIS. It did not address that. It did try to address the general 
problem of the poor by graduating the level of the voucher with the 
income of the individual. So that those below a certain poverty level 
would get 100 percent voucher on an average and then taper down to 
30 percent for higher income individuals. But even that was indexed 
over time with the CPI [Consumer Price Index] which might not be 
adequate to cover the increase in Medicare. 

VICE CHAIRMAN HORN. I'd like to enter in the record the clipping 
of the article of the so-called health stamp proposal by Dr. MacLeod 
and the study by Professor Enthoven and any comment which the 
Department wishes to make from a civil rights context. 

CHAIRMAN FLEMMING. Okay. No objection. (See exhibit 12.) 
COMMISSIONER FREEMAN. Mr. Saltzman. 
COMMISSIONER SALTZMAN. Dr. Holloman, you referred to the 

closure in New York of a municipal hospital ·and you interpreted this 
as a d!scriminatory reality, that this is occurring in, essentially, where 
there is a higher proportionate -number of black population. Are you 
aware of a bibliography of studies to support that point of view? Is 
there anything on which you base that? 

DR. HOLLOMAN. I happen to have Allan Sager's paper on that, and 
he studied it for the past 40 years. I'll be glad to submit that to you for 
the record. 

COMMISSIONER SALTZMAN. We had asked for it, but something 
happened. 

DR. HOLLOMAN. I happen to have it. 
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COMMISSIONER SALTZMAN. ~uld we have that? 
_DR. HOLLOMAN. Yes, you may have it. 
C9MMISSIONER SAL'I,'ZMAN. Is that the major source for this? 
DR. HOLLOMAN. No, I think there are other sources. I just happen 

to have this one. This is a list of institutions and the cities in which the 
institutions closed. This represents-

CoMMISSIONER ,SALTZMAN. Who was this compiled by? 
DR. HOLLOMAN. Alan Sager of Brandeis. 
;COMMISSIONER SALTZMAN. He compiled this list? 
DR. HOLLOMAN. Yes. I think that he took it from other sources. 
COMMISSIONER SALTZMAN. And you have his paper too? 
D~. HOLLOMAN. Yes. This is part of his testimony to the Health 

Subcommittee on Ways and Means as we were considering the 
financially troubled hospitals. I might add that those hearings are 
continuing, so that, hopefully, by the time the hearings are completed, 
we'll have a very complete record which we will also make available 
to you, since they are ofpublic record. 

COMMISSIONER SALTZMAN. I would appreciate that. 
DR. HOLLOMAN. This then is the paper. That's the testimony. 
COMMISSIONER SALTZMAN. Mr. Chairman, I assume that these will 

be entered into the record. 
CHAIRMAN FLEMMING. Unobjectionably done. (See exhibit 1.) 
COMMISSIONER SALTZMAN. Are there any other corroborating 

sources that you know on this-studies? 
DR. HOLLOMAN. The American Public Health Association has now 

developed a section on the public general hospital. The Under 
Secretary of Health, Education, and Welfare, Nathan Stark, has a task 
force which is currently preparing a report. I would suggest that the 
report of that task force be looked at as a very authentic and very 
current source as to the problem. The American Public Health 
Association'!? group will probably have a report available at the time of 
the annual meeting in the fall. 

COMMISSIONER SALTZMAN. Well, may I ask that the staff at this 
point in the record look for those two additional sources to be entered 
in, if they are available? 

1CHAIRMAN FLEMMING. That will be .done. (See exhibits 13 and 14:) 
COMMISSIONER SALTZMAN. May I ask you, Dr. Davis, is there in the 

planning process any thought being given as to legislative initiatives 
which may be required relative to this seemingly growing problem? 

DR. DAVIS. Yes. As Dr. Holloman indicated, the Under Secretary 
of the Department has established a task force on financially troubled 
hospitals. Our office and others-the Public Health Service and the 
Health Care Financing Administration within the Department, have 
been serving on that task force and meeting regularly. Our staff has 
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worked closely with the staff of the ~erican Hospital Association to 
identify some data so we can get a better indication on the exact scope 
and magnitude of the problem that is involved with financially 
distressed hospitals. We also, through this task force, have been 
reviewing---' 

CoMMISSIONER SALTZMAN. You're saying financially distressed 
hospitals. If I get Dr. Holloman's point, financially distressed is not 
ultimately the reason they are being closed, but the fact that they are in 
high black populated areas. The financial distress is secondary to that 
fact. Am I stating it right? 

DR. HOLLOMAN. Well, I think it's very difficult to really tease out 
the incestuous relationship between poverty and.race m~y times.:And 
when we look at a ver~ powerful industry such as the provision of 
health care, it becomes even more difficult. If we ask Sager, why does 
an institution close, the executive director may say that it failed 
financially, not enough political clout among the blacks in that 
community to get their fair share of the political pie or the grants or 
whatever else was available to enable the community to continue. 

It's very difficult to say that this was given just-we are not giving 
this to you because you are black. It's much easier to say that we 
prefer to give it to someone who has, perhaps, a better quality 
institution to provide the care. We've seen as a result of, for instance, 
integration, the elimination first of the black hospital. They didn't say 
it was eliminated because it was black. They said it was eliminated 
because the larger majority hospital could give better care. 

Actually, we are competing for the same dollars. As we look at the 
pattern of closure, it just reflects, not necessarily coincidentally, but I 
don't think that we can go-we have much success in proving that this 
is purely on the basis of discrimination. 

COMMISSIONER SALTZMAN. I'm sorry to interrupt. 
DR. DAVIS. I think we do need to be very careful about what it is 

we are talking about when we use phrases such as financially 
distressed or financially troubled hospitals. We are waiting to get more 
data from the American Hospital Association, but it's our view that 
the primary problems are among the public general hospitals, among 
those private hospitals that happen to serve large populations of 
minorities or low-income populations, but, and I'm sure that racial 
discrimination is a factor, that there are other factors as well. 

The truth of the matter is that if everyone were well-insured and 
high income, even if they were minorities, many of these institutions 
could make it economically even with political factors, racial factors, 
being what they are. The basic reason these institutions go under is the 
lack of an adequate financial base to be able to make it on their own 
and withstand these kinds ofpressures. For example, we are convinced 
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that a major problem underlyingithis is the lack -of insur~ce coverage 
among many poor people. That there are simply many minorities, 
many poor people, who are not covered by Medicaid, and therefore 
the hospital that serves those individuals must find through public 
sources or some way of covering their inpatient care, their outpatient 
care, that they cannot collect through the insurance, Medicaid, or 
patient payments, so it is in large part a matter of an inadequate 
financial base. 

·so we are looking at legislative proposals. Certainly no decisions 
made at this point. But we are looking at a wide range of proposals, 
including things like perhaps making capitation grants to public 
general hospitals or certain institutions tliat ·do serve minorities and 
poor fo cover a comprehensive range of services, not just inpatient 
hospital services, but many of these institutions are also the sole source 
of ambulatory care for the communities that they serve. So to look at 
some system of capitation grants that would provide some financing 
coverage for individuals who are poor, can't pay themselves, that are 
not covered by Medicaid or private insurance, that fall through the 
gaps currently. 

COMMISSIONER SALTZMAN. Thank you. 
CoMMiSSIONER FREEMAN. Commissioner-designate Berry. 
COMMISSIONER-DESIGNATE BERRY. Thank you very much. I think 

that I am aware, Dr. Davis, that there may be some proposals on the 
sanctions problem that were generated in OCR's General Counsel's 
Office, somewhere else other than your office. So I would hope that 
we would ask the staff to find out whether there are any such 
proposals in the General Counsel's Qffice, in Health and Human 
Services, or at OCR, as well as ~king your office. But you said, if I 
understood you correctly, that the Healthcare proposal would abolish 
most of the State role in determining who is eligible under Medicaid. 
But then when'. I read the description that was provided of President 
Carter's National Health Plan legislation, there is a section on page 8 
which says that the States will continue their traditional roles ~n 
~~rtification, -licensing, insuring, determining eligibility, and the like. 
Would you please clarify that for me? • 

DR. DAVIS. Because I do think I did go toorquickly over that, let me 
clarify that point. The Healthcare plan '\1/0uld abolish the current 
Medicaid program and change the State role in that there would be 
uniform eligibility. The States could not set their own income level as 
to wpo would be covered. There would be uniform benefits. States 
would no longer have the discretion to set limits on hospital days or 
physician visits covered. There would be uniform reimbursement 
rates. 
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States would no longer be able to set their own physician fee 
schedules or rates of payments for providers. In terms of determining 
eligibility though, there is a retained role for State government. Any 
individual being covered under AFDC would be automatically given a 
Healthcare card, so that at the same time eligibility is determined for 
AFDC, that population would be enrolled in Healthcare and that 
would be done through State welfare offices, as it is presently._ 

The plan covers all poor people below the income level, whether or 
not they are on welfare. For those individuals, the eligibility would 
either be determined federally or through performance contracts with 
States where that would be deemed to be desirable to determine their 
eligibility. State roles jn terms of licensing physicians, those kinds of 
things that they do now would continue, we would not alter those at 
all. So there are State roles, but it would be vastly different from the 
broad discretion that they have currently in the Medicaid program. 

COMMISSIONER-DESIGNATE BERRY. I asked that because we had 
testimony that one of the major problems that minorities face in terms 
of medical care often has to do with State determination of who is 
eligible as, for example, if a parent-the male parent is at home, they 
are not eligible for AFDC. They are not eligible for Medicaid and 
since these major areas were pointed out, I was just curious as to 
whether Healthcare had taken care of those problems. 

DR. DAVIS. It does in terms of setting uniform rules that don't 
depend upon the family composition, don't depend upon assets. There 
are not asset tests, and are not at the discretion of the States to set the 
income levels at which they would be eligible. 

COMMISSIONER-DESIGNATE BERRY. You published an article in 
1975, "Equal Treatment and Unequal Benefits: The Medicare Pro
gram." Are you familiar with it? There is a section in this article in 
which you describe the problems with Medicare and you point out 
such things as the necessity fm; cost sharing and coinsurance, and you 
suggest such things as a graduated scale for people with higher 
incomes having contributed more, and there is a long list of items that 
you suggest on page 483 of that article. I wonder if you are satisfied 
that the Healthcare proposal meets every point that you raised in this 
list of about six items that you thought were absolutely essential in 
reforming Medicare? 

DR. DAVIS. Well, I would like to point out again, that Healthcare is 
a phased-in plan and not the ultimate solution, but at least a major step 
towards remedying a lot of gaps. One of the things that I found and 
others have found in looking at Medicare is that the lowest users are 
those aged who are low-income, but not covered by Medicaid and do 
not purchase supplementary private insurance coverage. You have 
relatively high use among, or average use among, low-income aged 

170 



who are on Medicaid and relatively high use by higher income 
individuals who supplement Medicare with private insurance cover
age. But, basically, it is a U-shaped program for those who are not 
poor enough to get on' Medicaid and not rich enough to buy private 
insurance, those individuals lag alarmingly behind all other income 
groups among the aged in use of services. 

One thing the administration's plan does is to bring in many more 
aged persons into coverage. It sets an income level and all aged 
persons below that level would get complete free care, so that there 
are no coinsurance deductibles that obtain to other individuals. Plus, 
there is a sliding scale above that, something we call a spin-down. 
Basically, for every dollar your income goes above that income level, 
you pay a dollar at most for medical care artd the plan picks up the 
rest. 

So it has done it there. We do guarantee that everyone below the 55 
percent poverty will get complete free care for the benefits provided. 
But I think we all recognize that 55 percent of the poverty level is a 
very low rate. For a family of four, the poverty level is about $7,500. 
In 1980, 55 percent of that is $4,200 for a family of four. So for that 
level, people are covered fully, but then it tapers off quickly as your 
income goes above that level. Again, as I indicated, it's a phase-in plan, 
and white paper puts a commitment to go into 100 percent of poverty 
as resources permit, but $10 billion to bring all poor people into 55 
percent of poverty, so that's a first step and a major step. 

COMMISSIONER-DESIGNATE BERRY. But if you want to improve 
access to health care and if you had your druthers, you would 
implement the suggestions that you made in that article in 1975? 

DR. DAVIS. I am impatient. I'd be happy to move forward more 
rapidly. I think we do have to be aware of certain economic 
constraints that do dictate how quickly we should go, and we 
shouldn't despair if we can't afford it all right now. Let's just get 
started to do whatever part we can do now. 

COMMISSIONER-DESIGNATE BERRY. You have a section in that 
article in which yo~ talk about minorities and discrimination and what 
you think would be required. You point out again the disparity in 
access to nursing homes. I wonder if there are any legislative 
proposals, since you pointed out there w.ere areas of discrimination at 
that time, are there any legislative proposals that would address this 
list of items in terms of access to physicians, nursing homes, and the 
like, that you pointed out in 1975? And is it your impression that HEW 
and Health and Human Services is doing a better job of seeing to it 
that these disparities don't exist than HEW did in 1975 when you 
wrote the article? 
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DR. DAVIS. Well, I think there are some things we have done, like 
try to expand the number of Community Health Centers, such as 
covering nurse practitioners. We did get the Rural Clinics Act 
enacted, so that there have been a number of legislative proposals, 
budgetary changes that have helped. On the other hand, I'm 
disappointed that we haven't done more. I guess the one provision in 
the Medicare program that bothers me the most is not extending Title 
VI to Part B o(,the Medicare for physician service. That physicians 
can maintain, as many in the South do, segregated waiting rooms and 
not be found in violation of Title VI, because an administrative 
interpretation has determined that physician services under Medicare 
are not Federal purchase of services. But it's an insurance program and 
we pay individuals, who pay their physicians. Therefore, it's not 
direct. 

I don't know whether that requires legislative change or could be 
done through a more liberal interpretation of that. But I think it's an 
area where there should be change. 

COMMISSIONER FREEMAN. Should this be an administrative interpre-
tation? • 

CHAIRMAN FLEMMING. Yes. 
DR. DA VIS. I just mean-there are two kinds of lawyers, those that 

say "Yes" and those that say "No." I'm not a lawyer. I've often 
wondered if that couldn't be reappraised. We did raise within the 
Office of General Counsel in '77. It was their indication at that time 
that we could not do it under current statutory authority. There have 
not been, to my knowledge, legislative proposals to change that. I 
don't know if a new look, a fresh look, would find that to be the case. 

CHAIRMAN FLEMMING. Has that been tested in the courts? 
DR. DAVIS. Not to my knowledge. Before I started at HEW I 

conducted a study of rural health care in the South and visited over 70 
rural health care projects in the South, and did find a number of just 
very flagrant examples of overt discrimination. Waiting rooms that 
were segregated are very common in the South. In one instance, we 
went in and there were even signs saying that it was a colored waiting 
room. When the physician was told that was offensive, he said "If I 
cover it up with tape, would it be all right?" We said yes. He covered 
it up with Scotch tape. This is just an example of that sort of thing. 

One hospital visited, where hospitals are subject to this kind of 
repute, there were black and white tables in the cafeteria, so people 
would know where to sit. 

COMMISSIONER-DESIGNATE BERRY. And it's your understanding, 
Dr. Davis, that the Department's interpretation of Title VI is that it 
does not apply to the physicians' waiting rooms? Was that an 

172 



administrative interpretation or just someone in the Department saying 
that Title VI probably-

DR. DAVIS. Well,, that was decided very early in 1966, very early in 
the implem~ntation of the Medicare program, that Title VI applied to 
the hospital side of Medicare, but not the physician side. As I 
indicated, we reraised that in 1977. At that time, General Counsel 
thought that it was correct. 

COMMJSSIONER-DESIGNATE BERRY. I would hope that we could ask 
the Department about its interpretation. 

CHAIRMAN FLEMMING. Yes. 
COMMISSIONER FREEMAN. Mr. Chairman, I beli~ve we should ask 

our General Counsel to pursue this and that we should send a 
communication to the Secretary. It is incredible that it's not been 
litigated. 

VICE CHAIRMAN HORN. It's also incredible that it's not been 
reconsidered in Health, Education, and Welfare, if that was a 1966 
decision. Did I hear correctly? 

DR. DAVIS. As I indicated, it was reconsidered in 1977. 
VICE CHAIRMAN HORN. I would hope the program administrator 

would ask for reconsideration every month until he or she found a 
lawyer that could say yes. 

COMMISSIONER-DESIGNATE BERRY. I just had one or two
CHAIRMAN FLEMMING. Just to nail this down in connection with 

the suggestion of Commissioner Freeman: we will, as soon as the Staff 
Director has General Counsel develop a memorandum for us on this, 
after appropriate contact with the Department. (See exhibit 15.) 

COMMISSIONER-DESIGNATE BERRY. I wondered, on the issue of 
nursing homes, to whom you gave a great deal of attention in that 
article you wrote, and some other things you have written and I have 
read, I wonder why the Department has not used some kind of 
incentive program to get nursing homes and providers to provide 
nursing home care for minorities and other people who are under
served. Has there been anything about doing something of that sort? 

DR. DAVIS. As I indicated, a lot of the long term care area is under 
review in the Department. I think already mention has been made of 
the lack of actual site visits to see if nursing homes are in compliance. I 
know hearings the Justice Department held indicated that only about 3 
percent of nursing homes are actually site visited. Again, I think that is 
an area where there is a tremendous imbalance in access to care and 
benefits that are available, and one problem that could take some 
reexamination. 

COMMISSIONER-DESIGNATE BERRY. Also on health professionals, 
you talk about the nurse training problem and the retention problem. 
Has there been any consideration of financial incentives for nurse 
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retention in underserviced areas? You said a major problem was 
people not staying in nursing and you gave a list ofitems that are being 
considered, as when you try to find out why they don't stay in nursing, 
but what about the notion of giving incentives to people to stay in the 
field? Have you considered that? 

DR. DAVIS. Those are among the ideas that are under consideration. 
I must confess that in the nursing area we are not very far along in 
coming up with a proposal to address that, pending some additional 
information on whether it is financial incentives or status, or prestige 
or what the factors are. 

COMMISSIONER-DESIGNATE BERRY. And, finally, do you think that, 
as Ms. Greenberger stated if I understand her correctly, that we would 
need to have a statute which prohibited discrimination against women 
in the provision of Federal services, including health care, in order to 
solve some of those problems which she raised concerning inadequate 
access for women, that we need a statute like Title VI in the absence of 
the ERA, which I assume would take care of the problem? Would you 
agree that's something that would be needed and that perhaps the 
Commission ought to consider in order to solve problems that women 
face in terms of access to health care? 

DR. DAVIS. I guess I am somewhat hesitant to answer without 
knowing a little bit more whether that particular legislative remedy is 
desirable or not. I thought Ms. Greenberger raised a number of salient 
points about difficulties women face in getting access to health care 
and health insurance. 

COMMISSIONER-DESIGNATE BERRY. Thank you. 
CHAIRMAN FLEMMING. Ms. Berry, I am glad you raised that, 

because I meant to refer to that. We do have Title VI. We do have the 
Age Discrimination Act, but we don't have anything of a legislative 
nature as far as discrimination on the basis of sex and the delivery of 
health services is concerned. I think this area should be explored. 

CoMMISSIONER FREEMAN. Mr. Nunez? 
MR. NUNEZ. I have one question concerning the closing of the 

financially distressed hospitals. Obviously, we have to differentiate 
between those hospitals who are publicly supported and those which 
are private, nonprofit hospitals. And in the situation that Dr. Holloman 
is referring to, the New York situation, there is a choice made by the 
city fathers among 18 hospitals, which ones they will close. 

Obviously, all of them are financially distressed. Now, my question 
to you is, does Health, Education, and Welfare have any criteria in 
giving guidance to any kind of entity, governmental entity, in 
determining which hospitals among a group of hospitals should be 
closed? And primarily, criteria focusing on what the disparity impact 
ofclosing that hospital would be for the minority community, which is 
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traditionally the one that takes advantage of those public hospitals? Do 
y,ou ha:ve any criteria for guiding any of these municipal governments? 

DR. DAVIS.. We do have criteria. The Office for Civil Rights is quite 
concerned about its impact on access for minorities, in many of those 
instances has been involved in trying to collect basic data to ascertain 
whether those criteria would be met or not. We are concerned about 
that particular point, among many others, impact on employment, etc. 

MR. NUNEZ. Where is that case in New York? As I understand it, it 
is a major controversy whether those hospitals, the one in Central 
Harlem and the one in East Harlem-I think it's gone-to HEW. Would 
you know where it is? 

DR. DAVIS. I guess I'd rather not comment on that, both because I 
,illll not sure and current in that or as knowledgeable as others in the 
Department. 

COMMISSIONER FREEMAN. Dr. Davis, Dr. Holloman, Dr. Branch, 
Ms. Greenberger-

DR. HOLLOMAN. May I, before you bring this to a close? There was 
a question about documented cases of racial discrimination, whether I 
had any more, by Commissioner Saltzman. And I do have one from 
the National Health Law Program, at least I have a list of documented 
cases with the source of the documentation rather detailed. I am 
prepared to submit that. 

COMMISSIONER FREEMAN. Would you leave that for the record? 
DR. HOLLOMAN. Yes, I most certainly will. 
CHAIRMAN FLEMMING. Without objection, it will be entered into 

the record. (See exhibit 16.) 
COMMISSIONER FREEMAN. I want to thank each of you for an 

excellent contribution. You really made-well, you can tell from the 
discussion that this has been very interesting and a a very meaningful 
contribution. I want to thank you. Mr. Chairman, that·concludes the 
morning session. 

CHAIRMAN FLEMMING. Consultation will be in recess until 1:30. 
Again, thank you all very, very much. 

Afternoon Session, April 16, 1980 
CHAIRMAN FLEMMING. You have undoubtedly already noted this 

will be the final session and, as far as this ,particular consultation is 
concerned, the focus of this afternoon will be on access to medical 
training. The presenter is Dr. Alonzo Atencio. 

He ,is presently the assistant dean and assistant professor of 
biochemistry at the University of New Mexico. As assistant dean, he 
has been active in the recruitment, preparation, retention, and seeking 
financial assistance for minority medical students, as well as recruit-
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ment of minority graduates, science students, and f3:culty for colleges 
and universities. 

He has served as chairman of the board of the National Chicano 
Health Organization, National Health Task Force, and also as director 
of the New Mexico Clinical Education Program. 

Dr. Atencio received his B.A. and M.A. and Ph.D. in medicine 
from the University of Colorado, as weli as an NIH post doctoral 
fellow!;ihip at Northwestern University. 

We are delighted to have you with us and appreciate your being 
willing to spend some time with us, looking at what we regard as a 
very important aspect of the total problem. 

DR. ATENCIO. Thank you very much, Mr. Chairman. I must 
forewarn you that I have a lingering cold and if I happen to lose my 
voice in the process, please bear with me. I will state our task. I am 
prepared to elaborate, as I am going along. 

CHAIRMAN FLEMMING. You plan to take about 25 minutes? 

STATEMENT OF ALONZO ATENCIO, ASSISTANT DEAN, 
SCHOOL OF MEDICINE, UNIVERSITY OF NEW MEXICO 

DR. ATENCIO. About 25 minutes. As has been well documented 
throughout this hearing, there have been a lot of serious problems with 
the health care delivery system. In the 1960s, there were severe 
shortages arising from limited access, maldistribution of resources, and 
uneven quality of care, both in the private office and in the pubiic 
clinic. The problems seemed to arise from poverty. But, as people dug 
a little deeper into the problem, maldistribution of physicians was 
primarily concentrated in ghettos, barrios, and rural areas where a lot 
of minorities are more concentrated. 

Closer examination of the health care delivery in the United States 
at the time revealed that we had lower health care qualities than other 
nations, such as Sweden, Switzerland, and some of the European 
countries. We've had a higher infant mortality rate, for instance. We 
had a lower life expectancy. This is all part of the history of the sixties, 
before legislation to increase health manpower was enacted. It was 
alarming that such problems of health care and poverty could exist in 
this country with its advanced knowledge and scientific achievement. 
Something seemed to have gone out of the health care delivery 
system. At first it was thought to be caused by physician and other 
health care personnel shortages. Closer examination, however, showed 
that the physicians were not practicing in the rural ghetto, barrio, and 
Indian reservations or: in the poorer urba,n sections of the city. There 
was also a shortage of physicians and other health care personnel, 
greater in the areas of predominantly minority, Chicano-and let me 
just define the word Chicano, as I use it. The word Chicano to me 

176 



means Mexicano. It doesn't mean radical, ·and other terms that have 
been attached to it. The word Chicano represents a population of the 
Southwest who were conquered by the United States and abandoned 
by Mexico, and we used to identify ourselves as Mexicano before 
Chicano. Ies a very affectionate term with us. 

The vital health statistics were bad for poor whites, but were 
significantly worse for the minority population. The data alone fails to 
indicate the extent to which the health problems affect the minorities. 
The evidence, however, clearly showed that the health care has failed 
the minorities, not only through omission of health services, but 
actively discriminating against them in a way that continued to place 
them at a disadvantage. Increasing expenditures through Medicare and 
Medicaid have failed to address the underlying problems. 

The problem of minorities is poverty, overlayed with racial 
discrimination. It is not surprising to find that over 30 percent of the 
minorities earn incomes less than $10,000 annually, compared to only 
10 percent of the white population. To be poor means you can 
purchase less education, especially at the college level, purchase less 
health care, and purchase less adequate housing. In short, be subjected 
to a substandard environment predisposed to illness, trauma, and 
violence. To be poor means more disability, affecting the early 
education of children. Studies have shown that children of both whites 
and nonwhites with annual incomes less than $5,000 lose more school 
days due to c);ironic ailments. 

Although poverty and disease transcend racial lines, to racial 
minorities it is a double burden. In 1974 and '75, the average life 
expectancy at birth was 73 for whites, compared to 67 for nonwhites. 
During their lifetime, nonwhites are three times as likely to die from 
hypertension, kidney disease, and diabetes. A nonwhite is twice as 
likely to be a victim of homicide. Uncontrolled, illicit drug traffic in 
minority communities is prevalent. 

Discrimination limits access to housing, employment, and recrea
tional facilities supportive of good health. It contributes to internal 
conflicts, repressed anger, inner stress, and all elements capable of not 
only precipitating disease episodes, but also liable to create destructive 
behavior. Alcoholism takes its toll of lives in the minority community. 

All of the elements of conditions cited above are symptomatic and, 
in general, services provided the minority communities are deficient in 
the characteristics essential to a well-organized system: availability, 
accessibility, continuity, comprehensive, coordinated, and appropriate. 
You must understand that the services provided to minorities are 
frequently inferior in quality, and caused by overt or subtle discrimina
tion, a lack of cultural empathy, and a lack of a second language in 
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monolingual communities. The resources in general are inadequate in 
number, type of care, long br acute mental health care. 

Torrey recently cites statistics relative to involvement of psychia
trists in the delivery of mental health care, indicating that over 65 
percent of their time is involved in private practice or in the private 
general hospitals, as opposed to State or county·mental health centers 
or in alcoholic rehabilitation centers. The area of mental health 
treatment is culturally loaded. 

One of the most crucial resources to adequate health care, which is 
the center of the taik of this paper, is health care personnel. There is a 
severe shortage of minority health professionals. For instance, while 
there were less than 25 or 26 black physicians per 100,000 black 
Americans, in 1975 there were 177 white physicians per 100,000 
population. Among Chicanos, there were fewer than 250 practicing 
physicians. Of over a million Native Americans and Alaskans, there 
were only 72 participating physicians. 

In this monograph, as I mentioned, I will address what has occurred 
in the medical school and medical education of minorities in the last 
decade-what role the Federal Government has played in increasing 
minority participation in medical education, what changes have 
occurred in medical school admissions, and what effect the Bakke 
decision has had on the admissions process, what steps could be taken 
to increase the enrollment ofminorities. 

However, in order to understand the nature of the barriers to 
minority access to medical education, we have to know something 
about the process leading to admission to medical school. 

The preparation for a career in medicine begins early; around the 
seventh or eighth grade. As a child moves on through tfie educational 
pipeline, he begins to make choices on what he would like to become 
professionally as an adult. It requires an uninterrupted flow through 
the pipeline from high school on to college before reaching out for 
professional school. For minorities the flow is often interrupted early. 
Starting with, say, 1,000 elementary school children, through a 
compulsory attendance, as they move cin through the pipeline, there 
are losses occurring at the junior and high school level. Many will 
drop out, either because they find school noneducational or they need 
to work to contribute to family income. 

In New Mexico in 1970, for instance, we found that 80 percent of 
the Chicano and Native American high school students did not plan to 
enroll in college. Of the original, that left only about 200 viable 
candidates for college. Coming from substandard secondary schools, 
they found college difficult, accelerated, foreign, causing a 65 percent 
dropout rate by the second year of college: That left only 70 
continuing their education. Of the remaining 70, a larger percentage 
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would stop their education to pursue work after their bachelors 
degree, perhaps one of the original 1,000 would eventually end up in a 
professional school. 

We found, also, that while the population of New Mexico was 40 
percent Chicano,_ only 19 percent of the college and 3 percent of the 
me9ical school enrollment was Chi~ano. For their Anglo counterpart, 
the representation rose from 48 percent of the State population to 91 
percent at the medical school level. There is a clear divergence in the 
pathway for these two groups, as each progresses on up through the 
educational pipeline. 

Many have investigated the causes of this divergence. The reasons 
range from the absence of role models in the professions to overt 
exclusion due to racial discrimination. Role modeling has certainly 
played a major role in the exclusion of females from the medical 
profession, but this is self-exclusionary more than discriminatory, and 
can also be attributed to sexist views held by the admissions 
committees. 

Relative to Chicanos in the Southwest, the Commission on Civil 
Rights in 1972 found that there were certain practices affecting the 
education of Mexican Americans. There were two publications to that 
effect. While not being overtly racist, they noted that teachers praised 
and encouraged Anglo student participation in class exclusively. 

I would like to suggest probably that the Commission conduct 
similar studies relative to professional schools as to what effect 
teaching, the way they are treated, graded, and evaluated and how 
that affects their performance. 

A quote from the report illustrates this point: "There were several 
Chicano children who kept raising their hands," and this is a direct 
quote, "eagerly at every question. Mrs. G. would repeatedly look right 
over their hands, and call on the same Anglo students over and over 
again. In, some cases, she would call on the Chicano children only 
because the Anglos stopped raising their hands." 

They also found that teachers built upon the contributions of the 
Anglo students 40 percent more frequently than those of the Chicanos. 
Overall, the Chicano student received less attention from teachers than 
their Anglo counterparts. I can relate similar personal experiences, but 
suffice it to say that the Commission has independently recorded these 
incidents of educational neglect that are still being implemented. 
Similar episodes happen to blacks, American Indians, and mainland 
Puerto Ricans. 

These dynamics obviously do not foster, creativity or cultivate the 
facilities of mind, rather they make students feel inferior, create anger, 
rebellion, and eventually a disdain for the educational system. Of 
course, this negative stroking does not promote self-worth and self-

179 



esteem. Rather it creates insecurity by nonparticipation eventually 
leading to self-elimination from the educational system. 

The economic barrier is another hurdle in the path of minorities 
achieving a higher education. We live in a socioeconomic reality that 
requires people to purchase education. At lower income levels, people 
tend to prioritize the expenditures of their meager incomes. Usually, 
education and necessary health services are delegated lower priorities 
over, say, food or shelter. 

In 1974 a study of 55,053 families showed that 49 percent in 
nonmetropolitan areas earned less than $10,000 per year. The correla
tion to educational attainments of persons older than 25 years was 
significantly lower for nonwhites. 

Financial need has had a long range effect on minority education, 
particularly those .desiring to pursue professional careers in medicine. 
Even though the awareness created by the civil rights movement led 
to increased efforts by colleges and universities to enroll more 
minorities, there is still a fear of accumulating debt by minorities. In 
the mind of minorities, a $6,000 debt accumulated in college is 
significantly high to preclude the student anticipating adding $30,000 
more by the time he or she finishes medical school. This is 
compounded by the obvious fear of failing in school and being saddled 
with a high debt. The fear is real since most minority students are 
considered academic risks by most professional schools. 

As mentioned previously, the process of preparing for a medical 
degree begins early. The process of selection and admission to medical 
school is based on long range preparation. A preparation at least to 
conditioning to test taking and a belief that following a given series of 
courses will produce a well-qualified student. 

The admissions process is strongly dependent on _measurable 
cognitive variables in the initial stages and noncognitive subjective 
variables at the later stages. It is in this initial stage that minority 
applicants, that is, those who have survived college to apply, are 
eliminated from the process. The noncognitive evaluation, which is 
unquantifiable, therefore becomes tlfe most meaningful parameter in 
the admission of minority medical stud~nts. 

In the initial stage, the screening stage, the grade point average and 
the medical college admission scores play a significant role. Medical 
schools tend to have a GPA [Grade Point Average] cutoff of 3.5 on a 
scale of 4, and the MCAT [Medical College Admissions Test] scores 
above the 85th percentile. It is from these survivors of the initial 
screening that the matriculants are selected. 

Minorities seldom achieve high cognitive scores, therefore seldom 
survive the initial screening. One medical school developed a formula 
for screening medical applicants that included points with adequate 
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multiplying factors for GPA, MCAT, letters of recommendation, 
college attended, and so forth. The formula had a high predictability 
for students scoring above a certain score. It worked so well that not a 
single minority fell within the admissable range. 

It has been well-established that minority applicants score at or 
below the 30 or 40 percentile, in the'MCAT and bring GPA averages 
around a 2.7. A cognitive profile for the majority and minority 
applicants clearly show a biphasic distribution or two distinct 
populations. Schools, therefore, feel justified in screening out those 
with the lower scores and grade point averages without taking into 
consideration the events causing them. 

This myth of measurability is based on the assumption that the 
qualities desirable in a physician are measureable. Using such selection 
criteria not only serves to feed the ego of those selected, but will also 
select a homogeneous population of overachievers trained in test 
taking and perhaps rather insensitive to human frailities. Unfortunate
ly, their emphasis has been to score well, rather than to learn more 
abo 

0 

ut human interaction. 
In the period from 1947 to 1956, for instance, there was an increase 

of only 173 black medical students compared to 5,900 whites in 
medical school. However, the enrollment of blacks at Meharry and 
Howard accounted for two-thirds of these enrolled. Thus, two-thirds 
of 761 black medical students in 1956 were enrolled at two black 
medical schools and the remaining one-third in the remaining U.S. 
medical schools. There is no evidence that those students enrolled and 
graduated from Howard and Meharry were inferior physicians. 

By the same reasoning, those graduated from predominantly white 
institutions were evidently not superior physicians. If anything, the 
selection of a homogeneous population of overachieving medical 
students has led to a maldistribution problem, as witnessed by the 
decline in general practitioners. 

The second stage in the selection of students surviving the 
preliminary screening is largely noncognitive if implemented fairly. 
There are many qualities, difficult to quantify, that are desirable in a 
physician. Admissions committees attempt to glean these qualities 
through a personal interview and analyze the student's involvement in 
community organizations and so forth. Given a preselected group in 
which the committee is reasonably assured they do not present an 
academic risk, the noncognitive evaluation is reasonably safe, unless 
they detect some obvious qualities of insensitivity or sociopathic 
behavior. This is difficult to achieve in a 30-minute interview and from 
self-identified student involvement, indicating a sensitivity to people. 
Since the medical profession has high rates of suicide, drug abuse, 
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alcoholism, and divorce, something must not be working properly in 
the selection ofmedical school applicants. 

Reacting to social pressure, U.S. medical schools in 1968-69 began 
to seriously address the absence of minority medical students. In 1970, 
at the annual AAMC meeting in Los Angeles, there was an aura of 
frustration. For some naive reason, many schools felt that once they 
opened their doors and go out and "beat the bushes," there would be a 
flood of minority applicants. Much to their dismay, qualified minority 
applicants were not that easily located. Years of educational neglect 
had taken its toll. Very few minorities have survived the educational 
trauma and even fewer were enrolled as premed students. The medical 
schools had to tum to seeking minorities majoring in the sciences 
totally unrelated to medicine. These students became the potential 
pool of applicants. Furthermore, they had to examine their admissions 
procedure in order to give the applicants a more equitable evaulation. 

The Federal Government, meanwhile, reacted to a perceived 
shortage of physicians and initiated physician augmentation programs 
and capitation grants to medical schools, rewarding them for increas
ing their enrollment. What was neglected in this analysis was the 
maldistribution of physicians arising from overspecialization and the 
near elimination of the general practitioner, which has changed since 
then. 

Enrollment in medical schools increased as schools expanded the 
class size. But the problem of increasing minority enrollment in 
particular continued to lag. Admissions committees encountered much 
difficulty in accepting students with what they considered substandard 
academic credentials. Medical school facilities reacted similarly and 
felt that minority students could not cope with the rigors of medical 
education. One resistance to the admission of minorities also came 
from white applicants who felt discriminated against. This was not 
without some justification; after all, they had been preparing for a 
medical education most of their life. They also represented a small 
percentage of survivors of premedical students. (A large number of 
college freshmen enroll as premed students, but only about 10 percent 
actually become applicants by the end of their junior and senior years.) 

This change placed some medical schools in a dilemma. On the one 
hand, those which wanted to enroll more minorities now felt that their 
standards had to be lowered to accommodate the minority and more 
women applicants. Naturally, under these circumstances, the graduate 
from medical school would also be considered substandard, which is a 
fallacy. Many discussions on the criteria for admitting minorities ended 
in stalemates. 

Much to their surprise, however, women applicants were bringing 
with them excellent credentials from colleges, so their admissions did 
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not require drastic changes in admission policies. The only major 
adjustment was altering or accepting women as equals in a predomi
nantly male profession. The problems remain with the minority and 
statistics comparing the rise in enrollment of minorities and women 
verifies the above statement. 

The U.S. medical schools, some more rigorously than others, began 
to alter their admissions policies and initiated special programs for 
identifying, recruiting, admitting, and retaining minority medical 
students. The emphasis was placed with identifying minority students. 

CHAIRMAN FLEMMING. I don't like to interrupt, but you have about 
25 minutes left and I notice there is quite a little bit remaining. You 
might want to go to certain parts of your statement that you would 
like to underline particularly. 

DR. ATENCIO. I was just begining to address my primary concern. 
Well, I'll start on the next page. 

As I mentioned before, there were several minority programs 
started for recruitment and retention and educational counseling. In 
1980 there are 25 medical schools now offering summer programs to 
high school level students; 32 offering summer programs at the 
undergraduate college level; and 43 offering summer programs to 
minority students accepted to their medical schools; 5 offering post
baccalaureate programs, and 2 offering pre-entry programs to minority 
students accepted at any medical school. Of the 112 U.S. medical 
schools responding to the AAMC inquiry, 76 offer some form of 
summer or yearly motivational program. This leaves some 36 schools 
that have not yet made any form of commitment. 

As a result of the effort enrollment at medical schools has increased 
from 37,000 in 1969 to 63,000 in 1979 for a net increase of 25,110 
students. During this decade, minority enrollment rose from 1,178 to 
5,084 or 8.1 to 7.9 percent, actually a small decrease. 

Perhaps the most significant figure is the change of the first year 
enrollments. 

From 1969 the total first year enrollment in U.S. medical schools 
rose from 10,422 to 16,930 for a net increase of 6,508. Minority first 
year enrollment rose from 501 to 1,540 during this decade. In 
percentage, the first year minority enrollment rose from 4.8 percent to 
9.1 percent. 

First year enrollment of women starting in 1971 meanwhile, rose 
from 1,359 to 4,707 in 1979. During this same period, the total first 
year enrollment rose from 12,000 to 16,579 for a net increase of 4,569. 
Minority enrollment increased, as I mentioned previously, for a net 
increase of 489. Thus, women enrollment in first year classes 
represented a net increase of 3,348, accounting for 73 percent of the 
overall increase. Minorities account for only 10.7 percent and white 
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males for 16 percent. The rise has been largely in women enrollment 
during this decade. 

Before white males become concerned, it should be pointed out that 
they still represent 63 percent of the total first year medical student 
enrollment of 16,000. 

The initiative to increase minority enrollment in medical schools 
was challenged in Bakke v. University of California. The impact of this 
challenge has had some effects. The internal challenge created an aura 
of disdain for the minority students in the medical student body and 
manifested in an unwillingness to participate in tutorial and other 
special programs even if the money to pay for services was available. 
This unwillingness seemed, justified amongst faculty, to fulfill their 
prophecies that minorities could not succeed. In fact, I heard faculty 
committees make statements, "You cannot make a silk purse out of a 
saw's ear or a medical doctor out of a minority student." 

After the Supreme Court in California ruled in favor of Bakke, there 
was a lot of caution in admission of minority students. There was a 
decline from 10.1 percent to 8.1 percent of the total medical student 
enrollment after that decision. However, since the U.S. Supreme 
Court decided, I believe the trend is somewhat reversed, but now we 
face another problem, we face a problem of financing medical student 
support. I will get to that from here. Am -I going to have time to get to 
that? 

CHAIRMAN FLEMMING. Yes, take 3 or 4 minutes. 
DR. ATENCIO. Since the enactment of the Health Professions 

Educational Assistance Act in 1963, Federal assistance to U.S. medical 
schools in the form of capitation and physician augmentation grants 
has led to an expansion in medical student enrollment, but a decrease in 
scholarship financial assistance. This financial effort seems to have 
been originally designed to increase health manpower, but more 
recently to distribute it to underserved areas. For instance, during this 
period, 1963-1979, 40 new medical schools and osteopathic schools of 
medicine have opened and the medical student enrollment has 
doubled. 

To reach the accepted ratio of 600 patients per physician, minorities 
would have to have had a combined number of 67,000 minority 
physicians by 1976. Minorities are still a long way from reaching the 
desired ratio, while the current enrollment of medical students is 
projected to cause an oversupply of physicians. The projected supply 
of physicians is expected to rise from 379,000 in '79 to 519,000 in 1985 
for a 222 physicians per 100,000 population. Unfortunately, this 
projection does not hold for minority physicians when enrollment 
seems to have plateaued, rather than rising to reach an equitable 
physician to patient ratio. The current graduation rate of minorities is 
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1,058. This represents an increase of 260 from 1974. At this rate, we 
will never reach the 600 to 1 ratio. 

The Bureau of Health Manpower, formed in 1967, has been 
responsible for administering some $6 billion to support expansion in 
training facilities and enrollment. During this time, the Bureau has had 
several major accomplishments in health manpower development and 
distribution. It has increased the number of National Health Service 
Corps Scholarships to 5,249 in 1978, has issued new criteria for 
identifying and designating nearly 4,000 new health manpower 
shortage areas, has involved local planning agencies in reviewing 
health manpower training grant applications, initiating training pro
grams for primary care practitioners, expanded area Health Education 
Centers to 20 projects in 22 States, has launched new scholarships for 
students with exceptional financial needs, which is very small, and 
money for projects to assist disadvantaged students in health careers, 
and has formed two divisions to administer student assistance and 
manpower. 

Financial assistance to medical students in the forms of Health 
Professions Scholarships initiated in 1967, originally designed to be 
administered as part of a scholarship grant, has now become totally a 
loan program for all medical students. For instance, at our school in 
1973-74 we were awarded $29,000 as scholarship money and $69,000 
for loans. Now, in 1979 we were awarded only $25,000 for loans alone. 
This is a school that has had, since 1970, an average of 25 percent 
minority enrollment. The University of New Mexico, not unlike other 
committed medical schools, is now being stretched to the limit to 
support its minority medical students. 

With the decline of scholarship support and a stronger reliance on 
loan money, compounded by the rise in medical school tuition, 
minority students are having second thoughts about pursuing a career 
in medicine. This, in part, may be responsible for the decline in 
minority applicant pool. 

Minority students, somewhat reluctantly, are now enrolling in the 
National Health Service Corps. Part of their reluctance is their fear of 
having to pay back the financial support in an underserved area 
removed from their environment. They also feel that the majority 
student is more capable of buying out of their commitment, leaving 
them holding the bag. They view this as a debt, as well, and coming 
from a lower socioeconomic background, the debt is out of their realm 
of reality. They also question whether because of their financial need, 
they are being channeled to help solve the maldistribution problem to 
areas of the general population and minority population. 

In concept, the Exceptional Financial Need Program could assist 
the financial need, of minority students, but in actuality it only supports 
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a student for one year, and insufficient money has been appropriated. 
It seems to address the first year when a high risk student may be more 
susceptible to failure, but it leaves him financially insecure as he must 
seek support for the second year. 

CHAIRMAN FLEMMING. Thank'you. Time has expired. 
DR. ATENCIO. All right. 
CHAIRMAN FLEMMING. As you know, the full text of your statement 

will be made a part of the record of the he.aring and some of the points 
that you haven't had an opportunity to cover will undoubtedly come 
up in the discussion that will take place. 

The first member of the panel that will discuss this paper, and the 
issues are identified in the paper, is Dr. Rayna Green, who at present is 
the director of the Projects on Native Americans in Science, Office of 
Opportunities in Science, American Association for the Advancement 
of 8cience. Dr. Green is also visiting professor of Native American 
Studies at Dartmouth College. 

Dr. Green has served in top level administration and program 
development as a consultant and advisor to various programs and 
projects, among them the Education and Cultural Advisory Task 
Force, president, National Advisory Committee on Women, and the 
Native American Advisory Group, Smithsonian Institution, Dr. Green 
has participated in various conferences and symposiums, such as 
Native American and Hispanic Contribution to Sciences, American 
Indian Energy Resource Development, and the Women's Studies 
Association Panel on Indian Women. 

Dr. Green received her B.A. and M.A. degrees from Southern 
Methodist University and her Ph.D. degree from Indiana University. 

Dr. Green, we are very happy to have you with us. 

RESPONSE OF RAYNA GREEN, DIRECTOR, PROJECT ON 
NATIVE AMERICANS IN SCIENCE AND VISITING PROFES

SOR, DARTMOUTH COLLEGE 
DR. GREEN. There are some things Dr. Atencio did not get to 

discuss, although in his paper there is an extensive discussion of the 
various programs which are available to offer funding in support of 
medical education for minorities and women. I would like to elaborate 
on those comments and point out some areas which seem to me to be 
extraordinarily important in support of producing more minority and 
female medical students. I should say that I support all his comments in 
line with the awkwardness with which most minority and female 
students find themselves in approaching the medical profession simply 
as a profession because, it is my opinion and I think the opinion of 
many of us, that the values, goals, and incentives of-medical education 
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don't even remotely represent the values, goals, and incentives for 
work that many of the minority and female community find. \ 

Certainly the Civil Rights Commission can do nothing about that. I 
do want to underline the radical difference that many people feel. I 
also want to underline the suggestion that while money isn't every
thing, it certainly is a major stumbling block and want to move further 
to the suggestion that the very beginning of potential for medical 
education, that is science and mathematic education, for minorities and 
women is still terribly underfunded and more importantly, I think, 
simply discouraged throughout the United States and I don't think 
there is much deviance from that. 

Let me point out some important programs in Federal funding that I 
think would clue us to at least the latter problem, that is, the 
importance of science arid mathematics education, in the latter part of 
that education producing people who could then serve as role models 
and serve as inspirations for young minority and female people to go 
into medical professions and to health care in general. Let me talk 
about a number of programs in the Federal Government that do fund 
such things. 

Dr. Atencio has mentioned a number of them. One, the totally 
admirable minority biomedical support program (MBS) in the Nation
al Institutes of Health, which is admirable not only because of the 
thrust of its funding, which does bring young minority people into 
research careers through its funding in undergraduate institutions, but 
because of the dedication and the commitment of its staff, which even 
pushed and pushed and pushed until they got permission to fund 2-year 
institutions, because this is where many minority and female students 
are. I think the 2-year institutions are vastly underserved in these areas. 
Many of the students are there. And science and mathematics play 
very little role in most of those institutions, unless they get outside 
funding. 

The MBS program has been in the "avant garde." In contrast to this 
program, however, within the same National Institutes of Health, the 
faculty and undergraduate research program does not have permission 
to and has not sought permission to go into the 2-year institutions. 
Now there are no 2-year Hispanic institutions, several where people 
are primarily Hispanic. 

However, with a number of growing Indian institutions where 
students are headed, and a large number of female, particularly older 
women returning to 2-year institutions, this is crucial. I think what we 
have in NIH, if I give the strong line here, is a case of de facto 
discrimination, essentially against Hispanics, females, and Indians, 
where the monies, important monies that go to producing more 
professionals in health care, are simply not available. Two programs 
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which I think could be potentially very important, three programs, out 
of the National Science Foundation, the Women in Science Program, 
the Minority Institute of Science Improvement Program, and the 
Graduate Resource Centers for Minority Education in Science are all 
threatened in one way or another. 

The MISIP Program was removed along with several other of the 
science education programs from NSF to the new Department of 
Education and the complete thrust of it is totally uncertain now. While 
I certainly think it could fare well in the Department of Education, 
scientists and science educators are worried because those programs, 
which very much provided funding supports for minority institutions 
to produce young scientists and eventually to produce young medical 
doctors, are simply being submerged. It's possible that their submer
gence in the new Department might prove beneficial, but I don't think 
anyone thinks so at this moment. 

Moreover, these programs have lost a certain amount of their 
visibility and autonomy. The Graduate Minority Resource Centers 
which were funded-two of them now funded-I believe a third one is 
about to be funded-have been removed as line items from the budget 
and, therefore, once again, submerged and I think terribly threatened. 
In addition, only recently, a second try to establish an American 
Indian school of medicine has virtually failed, though new hearings 
might be called up. When you put this in contrast with the situation 
that has supported medical military training for a long time, even 
though these training programs have been questioned, I would 
certainly suggest to you that American Indians have every right
considering their underpopulation in the health care profession-have 
every right to wonder if service in the army isn't the only way you can 
get good health care and get physician training. 

I suggest to you that this might make them more cynical after a 
certain point in time. The total absence of any medical training 
directed directly toward Hispanics, I think, is profoundly important. 
Certainly, even with the large increase in the number of women 
entering medical school, I think the absence of any particular incentive 
or special attention paid to their difficulties once they get into medical 
school is a visible sign to them that nobody wants them. Certainly, no 
one wants them as doctors. 

Another instance in which I think that the Commission can pay 
particular attention to problems in terms of access to medical 
education is that with most of the pn;>grams, some so confusing and 
some so multiple that no one can figure out where to go for funding, 
that is an instance that pretty much excludes smaller rural groups, 
smaller rural education groups, and smaller institutes from sorting 
through the Federal-in order to get funding to them and some of 
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these programs. Quite frankly, the duplication and narrow guidelines 
pit these constituencies against each other, and I think that is an 
instance in which the Commission ought to pay serious attention 
because that is an instance in which no one can win. I think all of us 
have begun to know that much more profoundly. 

I want to mention the 2-year colleges again. While many programs 
funding go towards high schools and then go to the medical schools, 
the 2-year colleges get dropped in the hole. And when we find over 40 
percent of the minority and women in these institutions, the fact that 
none of these multiple programs can serve these institutions, I think is 
a de facto instance of simply ignoring a live constituency. 

One other point I would like to make and then I will be finished, 
except again to reaffirm all that Alonzo has said, is to suggest that until 
we are able to focus on the potential for a medical professional pool 
that is there, and here I am talking about taking them where they are, 
for example, up through the paramedical ranks, paraprofessional 
training, paramedics, the medical technical fields, and through nursing, 
and until we can direct some funds and attention to minority and 
females who are-exist now in these pools and bring them up through 
medical education, instead of treating them like second-class citizens, 
we will continue to miss an enormous pool of already interested health 
care personnel that are there and lively and being dropped in the 
garbage heap. 

Thank you. 
CHAIRMAN FLEMMING. Thank you very much. Next we will hear 

from Ms. Magdalena Miranda. 
Ms. Miranda is presently the Chief of the International Education 

program section in the Bureau of Health Manpower at the Health 
Resources Administration. Her responsibilities include monitoring the 
entry of foreign doctors in. medicine, assessment of the study of 
medicine by U.S. citizens, and implementing the International Educa
tional Exchange Program. 

In addition to her government services, Ms. Miranda has been a 
member of committees that have looked at issues related to health 
manpower training and health care. She has likewise participated in a 
great many seminars and conferences dealing with th.ese issues. 

She received her M.S. degree in 1952 from Hunter College and later 
her M.S. degree from Columbia University School of Social Work. 
She is presently a Ph.D. candidate at the New York University, 
Graduate School of Public Administration. 

We are very happy to have you with us. 
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RESPONSE OF MAGDALENA MIRANDA, CHIEF, INTERNA
TIONAL EDUCATION PROGRAMS SECTION, HEALTH RE
SOURCES ADMINISTRATION, DEPARTMENT OF HEALTH 

AND HUMAN SERVICES 
Ms. MIRANDA. Thank you, Mr. Chairman, Commissioners, Dr. 

Atencio. A couple of years ago Dr. Alonzo and I were together, 
engaged in "sensitizing" the Bureau I now work in, and whenever I 
get frustrated, I remember a comment he made at one conference, (I 
believe he had probably just become a faculty member at a medical 
school), about "our services being purchased, but we hoped we hadn't 
sold out." 

I very much support the points Alonzo was making in the paper, 
and, as I heard Ms. Green's presentation, felt very supportive about 
the issues and concerns that exist within the minority communities and 
the attempts at trying to remove some of the barriers which exist to 
expanding minority participation in the health professions. As I read 
Alonzo's paper, I thought that my contribution to this consultation 
might be to incorporate information about medical education per se, 
the context within which medical education has operated in the last 15 
to 20 years and where the minority concerns fit into this. I will also 
quickly review and give you some statistics on scholarship and loan 
programs and some of the concerns that currently exist regarding 
these. 

Prior to 1963, as some of you who are familiar with the medical 
profession in the United States may know, the involvement of the 
Federal Government with medicine or with medical education was 
anathema. Essentially, as the schools of medicine experienced increas
ing financial problems, assistance was sought from the Federal 
Government but with the intent of trying to keep in balance the 
interest of the medical profession. A research support strategy was 
developed, essentially out of the National Institutes of Health (NIH). 
In fact, a couple of reports reflect the general awareness that the 
research support that went into the schools of medicine was a 
mechanism used for helping keep the schools viable and functioning. 

Years later and into the present, other concerns have surfaced 
regarding the medical education and the career orientation of medical 
students. The move has been into extensive clinical subspecialization, 
with a concomitant reduction of primary care physicians. 

By 1968 physicians' manpower concerns were shifting into concerns 
regarding the availability of physicians generally. There was some 
concern about specialization, but not extensive. The first health 
manpower legislation, enacted about 1968, essentially addressed the 
issue of the shortage of physicians in the country. Rural areas were 
specifically identified as lacking physicians, but there were no 
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extensive concerns expressed regarding other aspects of medical 
education and/or the availability of physician manpower for other 
than rural communities. Capitation grants for the schools of medicine 
were initiated with the intent of increasing the •Supply of physicians in 
the country. From the Federal and national perspective, the rationale 
for the support was based on the perception of medical schools as 
national resources which required national support. Others questioned 
the wisdom of utilizing public tax dollars to support the educational 
system of a lucrative profession. 

In addition to capitation grants directed toward increasing the 
numbers of students, school construction funds were provided, at first 
to help develop research centers and later to develop teaching 
facilities. 

By 1972 physician geographic and specialty distribution issues 
dominated the Federal perspective, and concerns regarding the 
underrepresentation of minorities in the health profession schools also 
received some attention. This latter concern was probably a reflection 
of the general societal concern with poverty and minority issues that 
had prevailed during the 1960s. 

Interest in the contextual aspects of medicine were given some 
attention and special grants were provided for curriculum develop
ment in "humanistic medicine" and "team care," among others. The 
recruitment of minorities, women, and economically disadvantaged 
was encouraged through the placement of conditions on capitation 
grants. However, schools were provided a list of program options, of 
which they were required to implement a selected number. The 
recruitment of minorities, women, and economicaly disadvantaged 
was one of these program options, but was not a requirement per se. 

A Health Careers Opportunity Program (HCOP), which is a 
separate program, awards grants to public and nonprofit private health 
or educational entities to support projects to assist individuals from 
disadvantaged backgrounds to undertake and complete education in a 
health profession. 

In summary, between 1963 and 1980 the primary programs of the 
medical education effort at the Federal level were designed to provide 
incentives for growth of medical manpower generally but with 
increased targeting on expanding the supply of primary care physi
cians and expansion of physicians in medically underserved areas. The 
major strategies used for this effort were capitation grants, targeted 
support for primary care physician training, and student assistance in 
exchange for a service commitment in federally designated health 
manpower shortage areas. Assistance for minority recruitment was 
incorporated in special grant programs for the "economically disad
vantaged," not a separate program per se. 
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Current debate regarding an appropriate Federal physician educa
tion effort has focused on the issue of the supply of physicians. 
Termination of capitation grants are proposed by the administration, 
with continued targeted support for primary care physician training, 
an expanded service commitment program, and a disadvantaged 
assistance program as major Federal efforts. 

A different approach is proposed by others interested in medical 
education. They have proposed that capitation grants be retained but 
that the amounts would be dependent on each school's achievements 
in selected areas of national priorities. One of these priorities would be 
the admission rate of minority students to the educational program of 
the school. The intent of the incentive would be to give higher 
rewards, in Federal dollars, to those schools which contribute to 
resolving nationally defined problems and less to those which may 
have other worthy but less nationally oriented goals and interests. 

Regarding the educational support efforts for medical students, i.e., 
the scholarship and loan program-Alonzo, I checked that out this 
morning. The scholarship program for students with exceptional 
financial need still exists. It may be that your school did not ask for 
scholarship assistance for any students. I understand scholarship funds 
are requested by the schools, based on the economic situation of 
students in that school and screened for eligibility. Because past 
evaluations of this scholarship program revealed deficiencies in the 
implementation of general income guidelines, current regulations 
establish very rigid and circumscribed eligibility criteria. 

Statistics regarding recipients of the Exceptional Financial Needs 
Scholarship Program indicate that 44.4 percent of all scholarships 
went to minorities and 31.2 went to women. Of recipients in medical 
schools, 53.1 percent were minorities and 32.1 percent were women. In 
fiscal year 1979 there were 644 scholarships awarded in all the .health 
profession schools. Although only approximately 6 percent of students 
in any school are recipients of these scholarship funds, a large 
percentage does appear to be provided to minorities and women. 
These statistics may also be reflective of the economic background of 
minority students in medical schools. 

The National Ht~alth Service Corps Scholarship Program, the 
program to recruit practitioners for underserved areas, has gone from 
a $3 million program in 1973 to $75 million in 1979. The loan program, 
however, which had a 1980 appropriation of $16.5 million is "zeroed" 
out in the latest recision message. Of the total National Health Service 
Corps scholarships, 19.5 percent went to blacks, 3.9 percent to 
Hispanics, 1.2 percent to American Indians, and 22.5 percent to 
women. 
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As indicated earlier, the National Health Service Corps scholarship 
program, which was first authorized in 1972, is designed to exchange 
support for educational expenses for commitment to serve in areas 
with shortages of physicians. From the outset the program was 
designed to improve. the geographic distribution of health profession
als. Applicants are not required to be in financial need and awardees 
are selected on the basis of relative promise for continued service in a 
health manpower shortage area. The NHSC itself is considered a 
major effort to meet the needs of those who will not be adequately 
served without intervention in the normal market forces which 
influence most physicians in choosing a practice location. Dr. Foley 
has mentioned that private schools seem to be very heavily represent
ed in the group of medical schools with many National Health Service 
Corps scholarship recipients. Although not severe, there may be some 
tension between the "dual-purpose" of the NHSC program, in that it is 
both a service program and a student assistance program. 

Discussion 
CHAIRMAN FLEMMING. Thank you very much. Dr. Atencio, would 

you like to take about 5 minutes to respond to any of the comments 
that the other members of the panel have made? 

DR. ATENCIO. I would like to amplify on the minority biomedical 
science program. It started as a $2 million program about '72 or '73 and 
now with the current level of funding is $18 million within the 
Division of Reseatch Resources. That division, the HEW authoriza
tion, allows $164 million, which is $5 million below the appropriated 
amount. That is a $5 million cut. The program funded about 10 percent 
of that amount, so of about $18 million, $1.7 million has been cut for 
that program. The cut thus comes to 34 percent, which I think is 
disappropriate. 

I find that somewhat alarming, because it seems that with minority 
programs, the last ones to come in, will probably be the first to go. 
This is the trend being established in one of the most prolific and one 
of the most extensive programs the minority bioscience program has. 
The MBS is operating in about 70 schools throughout the country, 
both minority and not necessarily minority institutions. They have also 
had close to 3,000 students participate since its inception. It is also one 
of the primary sources of medical students though it was not intended 
to do that. It was intended primarily to get· students into the sciences 
after good preparation in chemistry and biology, but many are 
applying to medical schools, 

Again, here I would like to see tl).e suggestion that Magdalena 
proposed, capitation for schools that have a commitment to enroll 
minority students, be implemented. I think that would be a good 
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mechanism to support medical schools committed to minority educa
tion. It is very difficult to finance students right now without any 
support. We in New Mexico have had State legislation for financial 
support but with mixed success. 

CHAIRMAN FLEMMING. Vice Chairman Hom? 
VICE CHAIRMAN HORN. We have heard discussions here concerning 

college financial aid programs for minorities. We have heard discus
sions of the need for 2-year college programs for minorities. But I 
haven't really heard discussion of what I think is a fundamental 
question and that is the type of aid in science and mathematics which 
should be provided in elementary school, in junior high school, and in 
secondary school, if we are to help minority students. The fact is, 
college is too late to prepare minorities with the scientific, quantitative, 
and mathematical background needed to survive in science and 
medicine. So what is your thinking on this? I would also like to hear 
what administration programs are available. I know of some of them in 
science education. You can have demonstration projects, my universi
ty has been particularly interested in this sort of thing. As you have 
pointed out, statistics show that many Mexican American, Native 
American, Puerto Rican children simply never get to a 4-year or a 2-
year college. They drop out. So what are we doing to solve this 
problem? 

DR. ATENCIO. Very simply, to my knowledge, very little. I think 
enough on an on-site basis by individuals within the system, but there 
is no systematic support for any type of science reinforcement 
education that I know of. 

DR. GREEN. I have to second that. While the National Science 
Foundation has had some admirable programs, like the minority 
Science Improvement Program, by and large, those are post-secon
dary, and the great thrust for elementary and secondary science 
education in the country, period, is minimal. I am talking about white 
students. I am talking about good well-off suburban areas. That thrust 
for science and mathematics is minimal and when you come down to 
minorities and women, it gets worse. Most of the funding has come for 
short term programs, which by and large are privately funded. And 
here we are talking about corporation and foundation funding but 
these are small efforts that fall off after 2 years. We've done a number 
of studies of such programs. AAAS [American Association for the 
Advancement of Science] is producing one for a program directed 
toward women. 

What we find, where there are 2 or 3-year programs, they go away. 
Not to harp on the situation in the Department of Education. By and 
large, no special effort by name has been, designated, and I think we all 
know the history of the reason that education has not had certain 
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initiatives in specific curriculum efforts except for bilingual education 
and reading. For example, there is simply no major effort and, as far as 
I can see, no sign of it. This is the most persuasive problem. Everyone 
says it. We all know it and nothing is happening. 

COMMISSIONER-DESIGNATE BERRY. There is a new program in the 
Department of Education, which was enacted by Congress last year as 
part of the Education Amendments of '78, which the Administration 
proposed. Shirley Chisholm, Congresswoman from New York, was 
the major person behind the legislation which was called a Biomedical 
Program for Junior High and High School Students to interest them in 
the sciences, and our budget request 2 years ago was $3 million for that 
program. I don't know what the situation is now, but I also wanted to 
point out there is that program. It's not going to solve the problem, but 
I also wanted to point out that in our work on the other program in 
HEW, the Professional Opportunities for Minorities and Women, we 
discovered that despite arguments, that there were not enough 
minorities and women who would get the fellowships because of the 
high school, junior high problem, when we started that program. 

We discovered that there were plenty of people out there who are 
eligible, who need money now to go to school. While we focus on the 
junior high and high school population, I just thought I would point 
that out. 

DR. GREEN. That is true. I should have mentioned that program. 
I'm sorry, Mary. Because Mary initiated one of the few resources of 
funding that gets, theirs through that program and through another 
program in the Office of Indian Education, which is for Indians in 
critically needed fields like forestry and science. 

We also found there were many more people qualified for the 
programs, but the money wasn't there. So this occurred throughout. It 
is classic. 

VICE, CHAIRMAN HORN. I wanted to yield to my colleague who has 
a question. 

COMMISSIONER SALTZMAN. On this.-specific line of thought, Dr. 
Atencio, the objective, what should be the criteria for public policy in 
terms of increasing minority participation in the medical programs of 
the Nation, the educational programs, are we, in terms of education, 
attempting to merely duplicate overachievers that you pointed to? 
What really do we want to do? Do we want to get all of the minority 
students to be able to compete successfully with the white overachiev
ers? You have some negative feelings towards that. Should we lower 
the requirements? What should be the basis in criteria for public 
policy? Just creating a mathematic and science program adequate for 
whites and minorities? Will that improve medical education, medical 
professionalism? 
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In your paper, you indicate that the student from Howard 
University is quite as good a professional as the overachiever. What 
are we looking for in our public policy? 

DR. ATENCIO. That is a difficult question to answer. In the first 
place, a lot of the secondary schools that minorities attend are 
understaffed, overpopulated, underequipped. That places them at a big 
disadvantage in competing for places in good schools, good universi
ties. That is one part of the problem, equity is not there in terms of 
education. I think the minorities also would like the opportunity to 
overachieve, if you like, and be selected one amongst the overachiev
ers. 

Unfortunately, that is not true. All the data indicates that this is 
definitely a biphasic distribution, as far as testing is concerned. I 
believe that we should initiate mechanisms to include minorities in 
science and to train teachers who are sensitive and knowledgeable of 
minority problems. You will find that most of the so-called counselors 
in minority institutions are not really counselors. They are disciplinari
ans. The minority student is very reluctant to go see a counselor 
because he perceives he is in trouble. They avoid the counselor whose 
primary role is to counsel the student into a career choice. Very 
frequently you find that a student with some talent in mathematics is 
channeled into TV repair or a young minority lady considered to be a 
beauty shop operator. This type of tracking still goes on in 1980. 

I think what happened in 1968-69, as a result of civil rights social 
pressure, institutions began responding to the educational inadequacy. 
But now we are slipping back, a sort of retrenchment, back to what it 
was in 1960. I see it in medical schools, even in medical schools 
enrolling more minorities and with high retention rates. We look at a 
student who has, let's say, C average for instance, but has courses that 
have a high degree of difficulty, like physical chemistry. 

Now, look at another student who has a 3.3 average, but has 
withdrawn from physical chemistry and taking tennis to improve his 
grade. This student presents a much different profile than the one with 
more constant performance. He could make a good medical student. 

All these are some of the ways of trying to look for a student who 
can do well in medical school. I maintain that medical school makes 
more demands on your energy than it does on your intellect. If you 
have the staying power you do not necessarily have to be a scholar to 
successfully complete medical school. 

So, there is some measurability, but we should develop a means of 
exposing students at an early age. Dr. Casavantes, a psychologist, 
documented that students make decisions about what they are going to 
be by the time they are in seventh or eighth grade. So, it's a very 
crucial age for them if they are to prepare accordingly. It is very 
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difficult to make an educated rejection or acceptance of a career 
without a proper information base to choose from. 

COMMISSIONER SALTZMAN. You're pointing toward a multifaceted 
public policy that provides remedial programs for students coming 
from minority schools, for not lowering the graduating standards but 
the entrance standards in accordance with the preparation of the 
students, providing scholarships for minority students that aren't 
burdensome to the extent that he looks forward to a debt after 
graduation of $40,000 or $60,000, so it is multiphasing-

DR. ATENCIO. Yes, it is a very complex problem. 
COMMISSIONER SALTZMAN. That you look for. 
VICE CHAIRMAN HORN. My own feeling is that over time you do 

not have to worry about lowering the standards for minority students. 
To me that isn't a question. I think we get off in a wrong direction 
when we talk in those terms. The problem is that you've got to give 
minority students an opportunity to, prepare themselves so that they 
can compete equally with all other students. That's why I talk about 
doing something in the elementary schools and in the junior high and 
high schools. It is simply too late to try to make up an 8-to-10- year 
gap in college. One is kidding oneself if you think it can be made up. It 
can't. 

COMMISSIONER SALTZMAN. There is a comment over here. 
Ms. MIRANDA. To return to the issue of "overachievers," the 

problem of selection of students in medical schools is compounded by 
the intensive competition (or admission. Once admitted, minority 
students have been found to be quite capable of completing the 
educational process while the schools have not lowered their perfor
mance standards. The traditional measures of academic competence, 
such as the previous grade record and standarized tests, have 
weaknesses as selection measures, particularly for fields like medicine 
where the competition for admission is intense and professional 
competencies are broader than academic skills per se. 

VICE CHAIRMAN HORN. I d.0-think that there is a difference between 
a 2.5-2.7 GPA and a 3.5, and I don't think you are doing society or 
members of various minority groups any favors if, in terms of what 
one needs to survive in modern science and to adapt to constant 
changes in technology, you let in students who can't grapple with 
science. 

Ms. MIRANDA. Is there any difference between a 3.0 and a 3.5? 
VICE CHAIRMAN HORN. I am saying that somewhere there has to be 

what is the minimal criteria for competency in the field and
COMMISSIONER SALTZMAN. An overachiever is· not necessarily a 

competent doctor. 
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VICE CHAIRMAN HORN. I understand that. I am not saying than an 
overachiever is, but I also am saying that I don't think you can slide 
around that problem either. Maybe you need different methods of 
assessment as to competency. 

Again, I don't want to see doctors that can't perform in a minority 
community. I think those in a minority community deserve as good 
medical and health care as any others in society, and I don't think-

DR. ATENCIO. May I just make a comment from that? Our 
experience at New Mexico, the last decade, we have graduated quite a 
number of minority students. While they have difficulty in more 
challenging intellectual or abstraction of biochemisry and physiology, 
when they get into the clinical areas, they can relate better to patients. 
As feeling types they make a person relax more and come through 
more concerned rather than being distant and removed. 

The other thing that is interesting, and which is something the 
government is trying very hard to do, is to get people to go back to 
their area to do their thing after they graduate. Preliminary evidence 
indicates that, of our graduates from New Mexico, 70 percent of the 
minorities are coming back to New Mexico. 

VICE CHAIRMAN HORN. Let me move to a couple of other 
questions. Let's talk about financing medical students and nursing 
students. 

We mentioned the problem of bank loans. Is it your feeling that the 
reason we have difficulty in this area in terms of the administration's 
proposal is that an attitude of, "Well, they are doctors. They get 
through the first year. They can get a loan and pay it off," etc., is sort 
of the basic assumption? 

DR. ATENCIO. It is. Doctors make a lot of money. 
DR. GREEN. Let me say that at 38, after just paying off my loan for 

graduate school after 10 years, it's especially a keen problem, and I 
don't even have the problems that most others of my people in the 
Indian community have. I didn't get married at 18. I don't have three 
children. I didn't go into the professional school when I was over 35. 
Those are three instances right there which fit the profile of many of 
the people who entered health profe~sions or who enter a profession in 
minority communities. I think that assumption that, "Oh, they are 
doctors. They can pay it off," is an assumption that's made about 
people that don't fit our profile. They don't fit a lot of women. I had 
no one paying my way through graduate school. In that instance, I fit 
the profile. I think those kinds of assumptions are simply erroneous 
when they come to communities that already don't fit anybody's 
statistics. r 

VICE CHAIRMAN HORN. I have mentioned with several witnesses 
the problem posed by the administration budget recision of $77.4 
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million for nursing training. We have all discussed that a little as to the 
distribution of .nurses. I look at various bits and pieces of testimony 
and, frankly, I end up in. utter confusion as to what is the state of 
nursinr ··Jucation or the potential nursing employment in this country. 
I 11.m told that 70 percent of the full-time equivalent of people who 
have R.N. degrees are working and that there is only a 2 percent 
unemployment rate among nurses. I have an article which states that 
there were 1,800 openings for nurses in 106 Illinois hospitals. The 
National League for Nursing reports that Arizona cannot fill 21 
percent of its budgeted nursing slots. In western Tennessee the number 
of unfilled positions is 33 percent; in Texas, 14 percent; in California, 
17 percent. We. all know that in urban minority inner-city areas we 
have difficulty staffing the night shift, etc. It's certainly true in the 
Charles Drew Hospital in Los Angeles. 

Then we read the testimony of the Secretary. Her attitude seems to 
be, "Well, there are plenty of nurses. That is really not a problem." 
Here, Secretary Harris testifies that the administration policy is to 
continue the subsidies to train family physicians and nurse practitioners 
who are in short supply, but she defended the administration's budget 
cut of $77.4 million that I mentioned with the statement that enough 
nurses are trained, produced, and certified to meet the community 
needs, but they are leaving. She told the House Labor-HEW 
Subcommittee on Appropriations: "We shouldn't use support for nurse 
education to train people to be administrative assistants and secretaries 
in business." .... • 

Now, do you have some ideas as to how we might get more 
minority access to the nursing and other allied health professions 
related to medicine? 

To assure adequate distribution in the country, whether minority or 
nonminority, could that be accomplished through loan waiver sys
tems? For example, if you served in an inner-city certified area, your 
repayment would be waived? What are your thoughts on that? 

DR. ATENCIO. There is a certain culture within the medical 
profession, at least I will speak of M.D.s in particular right now. In 
fact, there is a lawsuit pending in New Mexico from the College of 
Surgeons and Physicians relative to rural practitioners and their ability 
to perfor,m surgery. A general practitioner in a rural area is viewed as 
a second-class doctor. In relationship to the direction of nurses or 
medical personnel, again you get into the same type of phenomena. 
You place nurses, for instance, in an underserved area and they are 
always going to be lower on the totem pole, as viewed by their 
professional peers and in the certification process. 

In order to ~~rease the enrollment of nurses you have to increase 
the admissions and improve the retention of minority nursing students. 
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They have a lot of LPN programs but with a high attrition rate. The 
attrition rate of Native Americans in nursing school in Albuquerque, 
New Mexico, is high. I don't think this problem is being monitored as 
closely as medical schools and dental schools, but they exist. 

I would propose that we take more nursing students into accredited 
nursing schools and graduate more in that particular level. 

VICE CHAIRMAN HORN. Any other thoughts? 
DR. GREE~. I think one of the problems-I do think the administra

tion's rather hardline position on LPNs and nonbaccalaureate degree 
nursing is quite serious, particularly in rural communities. 

I talked earlier about bringing people up through the pipeline. I 
think it is tremendously important to look at those pipelines, the 
professional pipelines, because that is where the minorities are coming 
in. It's certainly where a lot of women come in and there are plenty of 
those in that pipeline. We are not taking them out of there and giving 
them the kind of education they need. We are simply dropping them. 
We are saying, "LPNs are no longer acceptable. Good-bye. Thank 
you very much." Not, "We are going to take you, LPN and then bring 
you through the baccalaureate pipeline." That is not happening, and in 
fact there are disincentives for schools dropping out of those 
programs, not bringing people through, and that is where they begin. 
Nurses aides are the largest number of Indian nurse professionals. 
They came through nurses aides and LPN programs, and the 
American Indian Nursing Association was one group that said that is 
where they are going to get the nurses. They are not going to get them 
out of baccalaureate programs right now. But what is happening is a 
disincentive for bringing them through. We have to support those 
programs. We have to look a little more carefully at existing programs, 

. like military programs, for bringing people out of existing training·into 
better training, and the military programs are, as far as I know, totally 
ignored as a source for already trained people. They are simply 
brought out and brought to urban areas, and they were put out where 
needed. 

Ms. MIRANDA. You know, as you speak, it reminds me of the 
discussions inside the Bureau of Health Manpower regarding where 
the emphasis of the Division of Nursing has been over the years. It has 
been classically oriented toward the baccalaureate degree program. 
Suggested changes which might impact on areas with shortages of 
nurses have implied a reorientation to a different level and/or type of 
nursing education. 

VICE CHAIRMAN HORN. Do you feel the Nation's Health Service 
Corps is the best approach to solve the problem of maldistribution and 
to secure the proper assignment of people? 
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Ms. MIRANDA. I think currently it probably is the best method 
available for targeting service providers into areas with shortages of 
health manpower. We won't know for a couple of years whether 
"buy-out" options by physicians at the point of entry into the NHSC 
will reduce the effectiveness of this program. The cost of "buy-out" is 
somewhat prohibitive and may act as a deterrent to this option. On the 
other hand, for nursing, the "buy-out" option may be more available 
because the amount of scholarship support which must be paid back is 
not as high as for medicine. 

DR. GREEN. There is one other issue, too. So much of the very 
traditional, very family-oriented minority students that I know, and I 
think in fact relates to a large number of females entering the 
profession, are very oriented toward specific communities, and in the 
National Health Service Corps there is no guarantee that you can go 
to the community that you wish to serve. And, I think a simple clause 
insertion that a choice can be made when you do sign up for the 
National Health Service Corps that you could serve, insofar as the slot 
was reasonably near, you could serve in a community of your choice. I 
think that is terribly important. I know a young man who is refusing to 
go to medical school now because there is no medical school near him. 
He is going to optometry school, and most of the Indian people and 
the people in the NBS program at his school think that is a terrible 
loss, and I think so too-not that optometry isn't a good profession, 
but he is medical school quality. We are losing him because he wants 
to stay home. He wants to make sure he stays home. I think we ought 
to be able to guarantee that. 

VICE CHAIRMAN HORN. Let me say I agree with your comment on 
the latter approach. California State University, Long Beach, is 
involved in an integrated ladder program involving the LPN and the 
RN as well as offering the BS, MS, and doctorate through the Orange 
County Nursing Consortium in terms of providing an opportunity in 
one area for students to move from high school, community college 
into senior State universities and finally into the medical school of the 
University of California-Irvine. I think we ought to have more of those 
cooperative endeavors around the country if we are to assure minority 
access. 

Now, let me move on to another area. 
I note a headline in the Washington Star of April 14, 1980, that "U.S. 

May Have Too Many Doctors by 1990, HEW Report Asserts." The 
report did not include the figures as to the number of nurses, but 
Secretary Harris is quoted as stating that the problem in the field is 
that once they are trained, nurses often leave the profession for other 
types of work.,A point we made earlier. The report c6ncludes that the 
supply of doctors is expected to redu~e overreliance on foreign trained 
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physicians, who currently have been needed to fill the gap and who 
comprised 20 percent of the American physician force in 1977. 

Now, what i: would like to know, Ms. Miranda, is: How dependent 
are we on the supply of foreign doctors, especiaIIy in the inner cities? 
My impression is that a lot of our inner-city hospitals are staffed to a 
great degree by foreign trained doctors. How dependent are we en 
foreign physicians as a source to render health care to minority 
communities? 

Ms. MIRANDA. HistoricaIIy, dependence of inner-city hospitals, 
particularly public hospitals, on foreign physicians has been very high. 
In New York City, as an example, the graduate medical education 
structure has been very dependent on foreign medical graduates for 
many years. Teaching hospitals, of which there are 2,000, are heavily 
concentrated in large cities in the East and North Central parts of the 
country, for example, New York, Baltimore, Detroit, Chicago, 
Cleveland. The expansion and the development of hospital-based 
medical care, brought about in part by insurance incentives oriented 
towards hospitalization, contributed to strong demands for physician 
care. The gap between the number of students who were gi:aduating 
from U.S. medical schools to fiII expanding hospital-based graduate 
education programs in the United States was fiIIed by foreign 
physicians. Some of these foreign physicians returned to their own 
countries after completing their graduate education, while others 
remained to provide physician services in areas with shortages of 
physicians. Foreign physicians did receive preference for entry into 
the United States as immigrants for a number of years but have not had 
such priority status since 1976. 

VICE CHAIRMAN HORN. If we take Secretary Harris' assumption as 
to nurse overproductivity and/or nurse over-supply and apply that to 
doctors in 1990, we are going to have some Secretaries of Health and 
Human Services saying, "WeII, we produce enough doctors -in the 
country. Forget about admitting foreign immigrant doctors. We have 
got plenty." But the problem is, they just won't be in a free society in 
the inner cities where you want them to be to meet minority 
population needs. 

Now, is there any planning going on or working papers developed 
that examine these problems? 

Ms. MIRANDA. Some thought is being given and options are being 
considered for utilizing the National Health Service Corps as a 
mechanism for providing incentives for U.S. graduates to enter those 
hospitals for completion of service commitments. Some thought is 
being given to whether some options for service commitment could be 
enacted which would impact positively on attracting_ U.S. medical 
students to take their residency training in inner-city teaching hospitals 
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in places like New York City. However, changes in the legislation 
governing the National Health Service Corps would be needed since 
residency training is excluded as a "pay-back" assignment. 

VICE CHAIRMAN HORN. So, what specific recommendations-
Ms. MIRA:NDA. A specific recommendation should include the 

option for an NHSC physician to complete service commitments while 
undertaking graduate training in institutions with shortage area 
designation. There are at least a half dozen hospitals that are currently 
designated as shortage areas. Most of these institutions are located in 
inner cities and provide health services predominantly to minority 
populations. 

VICE CHAIRMAN HORN. Dr. Atencio? 
DR. ATENCIO. I believe the AAMC has gone on record to 

deemphasize the entry of foreign medical graduates into this country. 
They were very dependent on foreign medical graduates to supply 
hospitals in ghettos and barios, and that has created some problems. 
Many of them were coming from India. They were unfamiliar with 
English as well as Spanish, and that created a serious problem in 
communication. I believe they are to diminish demand for foreign 
graduates. There is an overproduction of physicians and I hope the 
American public becomes aware that it doesn't necessarily mean that 
in minority populations physicians have been overproduced. They are 
still very underrepresented in medical schools, and, hopefully, legisla
tive mandates ~ill not come out saying, "Well, we don't need any 
more doctors," and therefore deemphasize the enrollment ofminorities 
into medical school. 

I think the suggestion that Magdalena brought up, that was 
discussed earlier, may be a form of capitation grant to medical schools 
to attract minorities would be a way of inducing, if you like, medical 
schools. to continue to take in more minority trainee positions. I believe 
from our experience, as I mentioned before, that most of the minority 
students are going back into their own communities by free will, not 
by being pulled in by any-

Ms. MIRANDA. The problem though, is that you have a break 
between the M.D. degree granting institution and the graduate training 
institution. Once the M.D. is granted, the school itself terminates its 
relationship with that student and the stmient enters another system, 
which is the one that we are talking about. I think historically it has 
been shown, in terms of specialty and geographic distribution of 
physicians, that strong incentives will have to continue to be offered to 
provide physician services for underserved areas nationally. An 
oversupply per_ se, now predicted, is not going to pull physicians into 
settings with the greatest general social and economic deprivation. 
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DR. ATENCIO. I just want to make a comment on what she just said. 
I think the statistics from North Carolina, for instance, which has a 
State funded program to support medical students from rural areas, I 
think the return was from 30 to 40 percent as opposed to 15 percent 
from other urban students going to some of the underserved areas. I 
think the same thing has happened with minority students in New 
Mexico. They have already done their residency in San Francisco, Los 
Angeles, or whatever, but they come back to set up shop in a New 
Mexico particu)Jir area. I believe there is sort of a homing device that 
we haven't tapped into, whether it's by choice or whatever. I think 
black physicians tend to practic.;e among black populations. I think the 
trend is there, and if we focus too much on the overproduction of 
physicians, we are going to neglect that particular fact. 

VICE CHAIRMAN HORN. If one views the issue of doctor supply in a 
global perspective, then despite realizing that foreign doctors coming 
here do meet very basic needs in America, one must be 'concerned that 
there is also a real loss in the talent being trained in India and other 
countries leaving those countries and not being available to help those 
people. When I was in Nepal and Pakistan, a few years ago, 90 percent 
of the graduating class in pharmacy practically took the next plane to 
the United States. Although the Indian Government has a post 
doctoral requirement of 2 years service in the villages for M.D.s, that 
seems to be ignored, laughed at, and avoided. The sooner the young, 
Indian-trained doctors can get a plane to London, New York, or Los 
Angeles, the happier they are. This pattern is a real detriment to the 
provision of adequate health care abroad. Since we have a concern 
that adequate health care is provided in the developing world, I 
believe that we need creative solutions to get our own people, 
especially minorities, educated to meet our health care needs. 

I want to enter one question into the record and have the staff 
follow up on it. It doesn't necessarily apply at this point, although it is 
somewhat relevant to what we have been discussing. I should have 
asked it when we considered access. The increasing number of 
nonwhite and European immigrants who have illegally entered the 
United States in the last decade tend to settle in communities of 
persons of the same or similar ethnic or racial background. Is this new 
population affecting the delivery of health care services? What is being 
done within existing community facilities to adapt to the needs of 
immigrant groups, and what efforts are made to provide services 
consistent with the language of recipients? (See exhibit 5.) 

CHAIRMAN FLEMMING. Commissioner Saltzman? 
COMMISSIONER SALTZMAN. Just one question. I'm sorry I wasn't 

here for the rest of the question, but are academic requirements for 
nursing essential for the provision of nursing care, in line with the 
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questioning that Dr. Horn was asking with the problems of providing 
adequate nursing care? 

DR. GREEN. You can ask the same question of whether the 
academic requirements for physicians are the requirement that should 
be for producing a physician, and the biggest part of me says no, that 
they might not even be relevant and relative in any way. 

COMMISSIONER SALTZMAN. The present tendency to advance the 
requirement not only has a deleterious effect on the entrance of 
minorities into the nursing profession but makes it even more difficult, 
or else to provide the kind of nursing care that we should be-

DR. GREEN. Back to Dr. Horn's question. We are not talking about 
mathematics or science competency. I don't think that is at all the case, 
because that is not what """.ledicine really is about in the most 
fundamental levels. The basic science competency is the interest tool. 
It's the place that gets you into thinking about what you have to do to 
understand how to provide medical care, but it gets way beyond that. I 
think one of the kinds of things we want to think about is a full range 
of things that have to do with imagination and perception in another 
kind of intellect-I was standing with a young Indian physician who 
just finished his residency, and he had his beeper on, and the beeper 
honked a red alert on the ward he was serving on, and I just sort of 
trotted down with him, and another physician ran past him and said 
that a kidney in 409 has gone sour. And the young Indian physician 
stopped dead in pis tracks and said, "That is what I'm going to do. I'm 
going to fix a kidney in 409 and not a human being," and he was 
horrified 2 week~ out of his residency, and he knew what he had done, 
and he felt bad about what he had done. He had felt bad about being a 
doctor that serves a kidney. Yes, basic science competency is 
necessary to understand that kidney, but I don't think it's the door to 
understanding the human being who has a kidney. 

VICE CHAIRMAN HORN. Could I just say, as one who spent a little 
time on this, Commissioner Saltzman, I think most nurses in hospitals 
and most physicians, most hospital administrators, would tell you there 
is a difference between the RN/BS 4-year college-trained nurse who 
enters into practice and the RN 2-year community college-trained 
nurse. A higher and higher level of technology is being applied in 
hospitals. Thus, there is an increased need for creativity and imagina
tion and a need to adapt to change rapidly. I don't think there is any 
question that there is a difference in performance between a student 
who has taken more basic sciences and also more liberal arts as a result 
of a 4-year higher education, if you will, and a student who simply 
takes the required training for the RN, which you can also complete in 
2 years in California. Do you agree with that? 
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DR. GREEN. Yes, I do, but I am talking about-because many 
physicians, many nurses train in the baccalaureate program, stop dead 
right there even though they go on with BMAs, they stop there. They 
don't have the incentives to go on and gain that kind of training. I 
think locating that kind of people who have that kind of incentive as 
well, plus the basic comprehension of the system-

DR. ATENCIO. There is also another part in the curriculum of 
nursing, the baccalaureate type, that the first year of college is entirely 
wasted if they change their mind and want to go into medical school 
later on. There is no feedback to it at all. I mean, the courses can never 
be accredited as premedical courses, so they have to go back to zero 
again and start again. 

CHAIRMAN FLEMMING. Commissioner Berry? 
COMMISSIONER-DESIGNATE BERRY. Thank you very much, Mr. 

Chairman. I have a number of questions to ask you because I am 
somewhat frustrated as to the tack this hearing has taken. 

In the first place, Dr. Atencio, in your paper you say that there is no 
evidence that students who enroll and graduated from Howard and 
Meharry were inferior physicians. Is there any evidence that you 
know of which indicates that the minority who attends medical school, 
whether Howard, Meharry, predominently white schools, or any
where else in the country, are in fact all underachievers in need of 
remediation? 

DR. ATENCIO. The final product coming out of the medical schools, 
minority medical students, I don't know of any partidular exception to 
that, but they do come out very well-trained. > 

COMMISSIONER-DESIGNATE BERRY. That is not -my question. Is 
there any evidence-

DR. ATENCIO. I don't know of any. 
COMMISSIONER-DESIGNATE BERRY. That minorities that are admit

ted to medical schools, whether it is Howard and Meharry, University 
of Colorado, or anywhere else you can think of, that they are 
uniformly underachievers who need remediation, whereas all white 
students are not under-achievers and do not need remediation? Is there 
any evidence of that disparity? 

DR. ATENCIO. I don't have any specific documented evidence. I do 
know that the distribution of minorities applying or entering medical 
school covers a whole spectrum. There are some that are overachiev
ers; some are underachievers. You know, in terms of that distribution 
they come out pretty much as a regular medical student graduate. The 
feedback you get from internships and what have you of a lot of 
graduates whether it be minority or majority.J 

COMMISSIONER-DESIGNATE BERRY. Well, I am interested in the 
admissions. 
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DR. GREEN. What are the MCATs? 
COMMISSIONER-DESIGNATE BERRY. My understanding then is that 

the MCAT shows some disparity. 
DR. ATENCIO. The MCAT is definitely lower. 
COMMISSIONER-DESIGNATE BERRY. Across the board, is it the case 

that every minority student that goes to medical school has a low 
MCATscore? 

DR. ATENCIO. No, not everyone. 
COMMISSIONER-DESIGNATE BERRY. Okay, you are saying there is a 

gap in the scores overall. 
DR. ANTENCIO. Yes. 
COMMISSIONER-DESIGNATE BERRY. Is there any evidence that there 

is correlation indicating cause and effect between the MCAT scores of 
a person entering medical school and how well they do as a physician? 

DR. ATENCIO. No. The only correlation that I know of is their 
performance in the first year of medical school. 

COMMISSIONER-DESIGNATE BERRY. As physicians, that is what I am 
interested in. 

DR. ATENCIO. But there is also the National Board Licensing 
Examination. There is a cause and effect there. If they do poorly in the 
MCAT, they will probably do poorly in the national boards, Part I, 
which is required in many medical schools to advance to the third 
year, so their career would be interrupted. 

COMMISSIONER-DESIGNATE BERRY. I am talking about the people 
who graduatedrfrom medical school and become doctors. So, do the 
MCAT scores correlate positively and negatively with how well they 
serve people as physicians later on? 

DR. ATENCIO. There is no correlation. There is also no correlation 
with the performance on the board to how they perform as 
physicians-

CoMMISSIONER-DESIGNATE BERRY. Now, if that is the case, could 
you tell me why there is such a small percentage of minority students 
in medical schools? What is the reason? Is it just that they don't have 
a.-iy money as other people do, or is it racial discrimination or ethnic 
discrimination, or what is the reason then if all the facts that we have 
gone over are in fact accurate, if there is no evidence that they do any 
worse as doctors if they graduate. If there is no correlation really 
between MCAT scores and how well you do as a doctor, then what is 
the reason that there are so few minority students in medical schools? 

DR. ATENCIO. Well, there is discrimination, racial discrimination. 
There is a sort of pedantic snobbery that exists in medical school 
selection committees, and unless you have certain numbers, you know, 
you are viewe_d negatively. And, therefore, you are denied entrance in 
the screening process, and that is where most of the minorities drop 
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out, in the initial screening process, where they have strict criteria 
before you are invited for an interview. They look and see your 
MCAT and GPA. Secondly, there is discrimination. Some schools 
have refused to commit themselves to affirmative action programs by 
admitting of medical students. Up until now, minority medical 
students-they have different ways of rationalizing and· so on and so 
on. The process of education also reveals other types of discrimination. 
The racial discrimination now and then is there. I cite in my paper an 
example of the big "unsatisfactory" across a student's paper, a·sort of 
scarlet letter effect, and that happens frequently. The students are 
viewed as if they cannot really handlle analytical data, and they are 
always subjected to remedial programs, and this is through the whole 
process, if you like. Not only does it not stop once you are in, it 
continues throughout. 

COMMISSIONER-DESIGNATE BERRY. Well, if there is no correlation 
between MCAT scores and how well people do as physicians, if that is 
the case, then MCAT and GPA scores are m~rely used as a sorting 
device to determine who goes to medical school or what is the whole 
purpose-

DR. ATENCIO. Let me just say something. There is a sorting out 
process of the MCAT, but it is at the extreme level. If you get in the 
range from five to about eight, which is the range for minorities, there 
is very little discrimination of the ability, but if you get down to that 
two range, you know, which is in the 10th per9f,ntile, there is 
discrimination. Some students in this category will not be able to 
p!;!rform. There are no ifs, ands, or buts about that. It ~ a pretty strong 
correlate, but I don't know of any specific statistical data-this is 
within my own experience. 

That same thing applies to the national boards again. If you score on 
the national boards about 200 points, which is in the one to three 
percentile, and you repeat, if you bring up your score by 100 points 
you won't pass the boards on the second attempt. 

COMMISSIONER-DESIGNATE BERRY. But that would be true of 
anybody, not just minorities. 

DR. ATENCIO. Yes. So there is that limitation on anybody, not just 
the minorities who score in the three level, for instance, in the MCAT 
and scores on the 200 level on the board. That is just an impossibility 
to be able to succeed on a second attempt. 

COMMISSIONER-DESIGNATE BERRY. Let me ask you about the 
Bakke case. In your paper you indicate that in 1974 first year minority 
enrollment in medical schools was at 10.1 percent and that it was 9.1 in 
'75 and then you say in 1979 it was 9.1 again. In other words, in 1975 it 
was 9.1 and in 1979 it was 9.1. That is what you say in your paper. 
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DR. ATENCIO. Let's take a breakdown here. In 1974-75 the 
percentage of minorities in first year class was 9.98. It dropped down 
to 8.7 in 1978-79. In 1976 it was 8.9, so on and so forth. Now it is back 
to 9.14. 

COMMISSIONER-DESIGNATE BERRY. Right. And then you say we 
will not know until a few years out what effect the Bakke decision has 
had. Would you agree that since the Bakke decision was, in fact, the 
victory for higher education institutions because it permits them to set 
their own admission standards, and Bakke indicated while race may. be 
taken into account, race may also not be taken into account, that we, in 
terms of trying to remedy discrimination legally, that we do not have 
as many weapons in our arsenal as we would have before the Bakke 
case because now race does not have to be taken into account? Race 
may be taken into account, along with other factors, and do you think 
that, therefore, the Bakke d~cision may have had a chilling effect on 
the admissions of minority students in medical schools, given the 
numbers that you give in your paper? 

DR. ATENCIO. It may have at some institutions. I know some of the 
more committed institutions it hasn't. They validated their admission 
policies, using these as a factor. Those institutions that do that in the 
first place will probably continue their own way. I do not know how 
many of the latter we are finding now. You have to take about 2 or 3 
years to foresee any trend, in which direction it was going to go. 

COMMISSIONER-DESIGNATE BERRY. If I understand your paper, it 
will depend on the commitment of the institutions. 

DR. ATENCIO. Yes, it does. 
COMMISSIONER-DESIGNATE BERRY. Not any legal requirements, but 

whether they choose to take race into account. r 

DR. ATENCIO. The legal requirements justify ethnicity as a factor 
for admissions. In fact, some schools are playing around with a scale, 
let's say of one to seven, you know, how many points you are allowed 
for ethnicity. I don't know whether it is going to go, but that is what 
they are doing with it now. 

COMMISSIONER-DESIGNATE BERRY. Did you want to say some
thing? 

DR. GREEN. The other thing that is happening is that they are not 
applying. It's not so much only that they are being turned down. It's 
simply that they are not applying. I had three Indian students in the 
last year that took all the premedical requirements and decided that 
they did not want to go into a profession which their own people 
would despise, and that is happening all over the country. 

Ms. MIRANDA. Can I give you some figures again? In 1970, when 
interest in minority admissions became a concern, the black applicant 
pool numbered 1,250; in 1971 it went to 1,552, then went to 2,382 in 
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1972, and has stayed in that range. It has not gone higher than 2,888 
since 1972 and was 2,599 in 1979-80. 

The nonminority pool, interestingly enough, rose from 37,000 in 
1973-74 to 42,270 in 1977-78 but has dropped to 32,700 in 1979-80. 
The reasons for the precipitous drop are not known, however. As with 
the blacks, American Indians remained in the low 130s between 1974 
and 1979, although the pool went up to 151 this year. The Mexican 
American pool of applicants were 349 in 1973-74, rose to 487 but has 
dropped in the last 2 years. The Puerto Rican applicant pool was 202 
in one year but had decreased to 173 in 1973-74. 

The most interesting statistics, however, are those that show that 
while the percentage of total medical schools applicants who were 
accepted increased from 35 percent to 47 percent between 1974 and 
1979-80, the percentage of underrepresented minority applicants who 
were accepted decreased from 44 percent to 41 percent in the same 
period. 

COMMISSIONER-DESIGNATE BERRY. Right. I'm aware of those 
figures, Ms. Miranda. I am aware of those figures. It just seems to me 
the point I was trying to elicit from the witness was, is it the case that 
since Bakke we, one, can rely on the commitment of those institutions 
that have commitments to increase admissions of minority students, 
but as far as any kind of legal strategy to deal with any kind of 
discrimination that exists, we might better spend our time and 
manpower or women power policy in terms of trxing to increase 
resources. That is why I'd like to turn to the issue 0£ the budget cut. 

If it is true that we have to rely on budget policy or.programs to try 
to increase the application pool and also the number and percentage of 
minorities in the medical profession, doesn't it make it clear that this 
budget cut and recision that you talked about are absolutely detrimen
tal to the objective of trying to do that? If that's the strategy we have 
since Bakke, and you have indicated that there are a number of cuts in 
the budget, a number of recisions, isn't that the case? 

Ms. MIRANDA. Yes, I would totally support that. 
VICE CHAIRMAN HORN. Before you leave that, could we get that 

chart in the record? 
Ms. MIRANDA. We will also give you the one on acceptance. 
CHAIRMAN FLEMMING. Without objection, both of them will be 

entered in the record. (See exhibit 17.) 
COMMISSIONER-DESIGNATE BERRY. In dealing with the problem of 

applicant pool, Ms. Green, you talked about 2-year institutions and 
about the need for putting some of the biomedical money and other 
funds in 2-year institutions because that's where a number of minority 
students are. In fact, isn't it the case that the figures show that the vast 
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majority of minority students that are in higher education today are in 
2-year institutions, whether they're Hispanic, Indians, or whatever. 

DR. GREEN. And older women, which is a huge pool. 
COMMISSIONER-DESIGNATE BERRY. But isn't there something incon

sistent about focusing on improving science education and mathemat
ics education and the like in the 2-year institutions, when 2-year 
institutions as a matter of educational policy are supposed to be only 
transitional to 4-year institutions, which is where you have concentra
tion an? things like laboratories and science and the like, and wouldn't 
you be better off to think in terms of trying to get more minority 
students into 4-year institutions? 

DR. GREEN. I think you would be better off to think about that sort 
of strategy in one respect, but the fact is the pool is there and it's not 
going to change, especially with the cost of higher education in 4-year 
institutions rising so rapidly. The community colleges are filling the 
role. I mean community colleges in the most important sense, drawing 
people back into the community. 

I also think what happened is that we lose the minority students 
when we push. Often we push them on in the 4-year institutions. We 
use the 2 years as transitional because then they have to go back and 
repeat all the basic work, if they are interested in science, once they 
get to that 4-year institution; therefore, making it a 6-year institution 
and we have lost 2 years of time and training. Why not put our money 
in the basic sciences or in special kinds of training which are 
appropriate to·those institutions that could drop people into that pool. 
Wt! don't hav~· to replicate basic science funds at every 2-year 
institution. I think we ought to look at the institution, see what they 
just might do, aiid single out certain kinds of tasks for them to do. That 
would draw people into that pool. 

COMMISSIONER-DESIGNATE BERRY. I only ask because I know-I 
don't know the numbP.r for Indians, but I am told that in the case of 
blacks, for example, that more than 50 percent of the blacks who get 
baccalaureate degrees go to 86 black colleges which are 4-year 
institutions. That is more than all the black baccalaureates that are 
produced by 1,500 predominantly white 4-year institutions. I am also 
aware that for Indian~ and Hispanics and blacks, many of the students 
that do go to 2-year institutions flunk out before they ever make the 
transition. That is why I was wondering if it might not be better to try 
to focus on 4-years, but I understand your response. 

Another question in terms of trying to address this problem. You 
mentioned,. Ms. Miranda, the capitation grants and bounties, if I may 
use that expression, for medical students who are minorities, as one 
strategy. How about a strategy, both to you and to Dr. Green and Dr. 
Atencio, how about a strategy of setting up more minority institutions 
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for Indians, for Hispanics to train health professionals as we have 
Meharry and Howard, which train-now they have a lot of white 
students, but for years they have been training black students, and 
there's a new medical school at Morehouse. How about Hispanic and· 
black institutions as a way of trying to increase the number of 
professions? 

DR. GREEN. I mentioned to you that two separate bills trying to 
sponsor an American Indian school of medicine have totally failed and 
totally quashed in every way. I certainly think that that is an important 
strategy, not only because it would instantly produce a number, 
specifically the Indian professionals, but it would provide, in the way 
the school is set up, a culturally based and culturally appropriate 
medical education, a very different kind of education. I think it's a 
terrific strategy, if it could be possible. 

COMMISSIONER-DESIGNATE BERRY. And the last question I have is: 
In some areas of HEW health policy,, or educational policy as it were, 
there are programs that provide fellowship and scholarship support to 
graduating students and students in professional schools. Have you 
thought about, in the manpower area of health, having not just loans 
or not just an exceptional financial need program, but a program that 
would pay the entire cost of the education in these fields for minority 
students, medical schools and otherwise, without strings attached, like 
the National Health Service Corps? 

Ms. MIRANDA. I would think if it ever surfaced, it wouldn't get too 
far. There has never been any proposed legislation which clearly 
designates support programs for minorities per se. Programs for 
scholarship or loan assistance have been addressed to the "economical
ly deprived." Minorities have benefited from these programs but they 
have not been legislated to address the issue of minority underrepre
sentation in the profession. 

COMMISSIONER-DESIGNATE BERRY. Do you think it would be a 
good idea? 

Ms. MIRANDA. My personal opinion, yes. 
DR. ATENCIO. May I? 
CHAIRMAN FLEMMING. Our 3:30 has arrived. Go right ahead. 
DR. ATENCIO. Minority Biomedical Science Program was enacted 

by legislation and so was the MARC Program. There is no program 
like that for medical education in HEW. The only minority grant 
support for medical students comes from the National Fellowships 
Foundation. That's the only one and it could be a mechanism to which 
the National Fellowships could act as a funnel, if you like, for 
administering grants from the Government this way, that would be 
another mechanism that wouldn't require much. 

I would like to see something of that. 
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CHAIRMAN FLEMMING. May I express to the members of this panel 
our deep appreciation for the contributions that you have made and 
suggestions of a very, very important aspect of this total problem. May 
I also express to the staff director, Mr. Nunez, the appreciation of the 
members of the Commission for the way this consultation was 
organized and the kind of persons who are persuaded to come in and 
share with us their insight. It has been one of the best consultations 
that I think the Commission has had, and I think that it has provided us 
with a record on the basis of which we can follow up some additional 
activities in this area, which I hope will lead to some findings and 
recommendations which I hope will, in turn, get backup, and they in 
turn will lead to real action to correct the situation, which certainly 
cries aloud for correction-particularly as far as access of minorities to 
health service is concerned. 

Thank you very much and the consultation is adjourned. 

213 



THE FEDERAL GOVERNMENT, HEALTH 
POLICY, AND THE HEALTH CARE OF THE 

DISADVANTAGED 
Philip R. Lee,.,,. Carroll L. Estes,t and Sharon Solkowitzt 

Introduction 
For the past 45 years the United States has been moving toward a 

national health policy. Although the present wide range of policies and 
programs does not add up to a coherent national policy, progress has 
been made in understanding the basic health problems facing the 
people of this country and in seeking solutions to the problems. The 
concept that health is based on biological, behavioral (life style), 
sociocultural (e.g., income, social class), and environmental factors is 
gradually replacing the view that access to medical care was the 
primary ingredient in assuring good health. 

Just as the concepts and definitions of health have changed, so have 
the relationships between the levels of government and the relation
ship between the government and the private sector. Many Federal 
programs evolved because of failures of the private sector to provide 
needed support (e.g., biomedical research), because the results were 
grossly inequitable (e.g., hospital construction), or because they were 
so costly that many could not afford the private option (e.g., health 
insurance). 

Some Federal health programs have affected virtually everyone 
(e.g., biomedical research, hospital construction), while others have 
affected only a small, but very needy, segment of the population (e.g., 
Indian Health Service). Some programs have been very effective in 
achieving their goals (e.g., poliomyelitis immunization, l).ealth man
power development); others have failed to achieve their goals at much 
higher cost than originally anticipated (e.g., Medicare). For some 
programs public expectations exceeded the possibilities (e.g., the war 
on cancer). It is not surprising, perhaps, that the score card would be a 
mixed one. When compared against the conditions of a decade or two 
ago, however, very real progress is evident. 

However, the political context in which these health policy 
advances have occurred has limited this progress. Most of the Federal 
laws designed to affect the health of the American people, their access 
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to health care or the resources available for such care reflect the 
public's faith in the ideology of pluralism and the strength of special 
interests. Medicare and Medicaid are particularly costly examples of 
the powerful influence of physicians and hospitals, as well as their 
allies in the health insurance industry. Congress, in enacting Medicare, 
wanted to be certain that the law did not in any way affect the 
physician-patient relationship, including the physician's method of 
billing the patient. The usual, customary, and reasonable system of 
physician reimbursement has been highly inflationary, has provided a 
strong incentive to physicians to raise their prices (which they have 
done), and to provide ancillary services (e.g., laboratory tests, 
electrocardiograms). Hospital reimbursement has been based on costs 
and has been even more inflationary. In spite of the impact of the rapid 
increase in Medicare costs on the social security trust fund, social 
security taxes, Federal general revenues, and the pocketbook of the 
aged, Congress has steadfastly refused to alter the methods of payment 
to physicians or hospitals. 

How did this situation come to pass? What is the present picture? 
How effective are Federal policies and programs in meeting the needs 
of the aged, the poor, the handicapped, the minorities, and women? 
What can be learned by more careful analysis of the factors affecting 
health policy and the interaction of these forces with the policies 
themselves? 

Approaches to the Problem: Assessing Federal Policies and 
Programs Affecting the Health of the Disadvantaged 

A variety of different approaches have been used to assess the 
impact of public policy on health care. One has been to trace the 
changing Federal role through the steady march of legislation enacted 
during the country's history. Another approach is to examine trends in 
Federal spending for health. A third approach is to analyze on a 
program-by-program basis the Federal role in providing, supporting, 
or paying for health care. 

A different approach has been used by Andersen and Aday and their 
associates at the University· of Chicago. Using carefully designed 
survey research methods they have provided primary data on people's 
access to health services (Aday and Andersen, 1975; Aday, 1976; 
Robert Wood Johnson Foundation, 1978). Many others have used 
health services research methods to assess the impact of specific 
policies or programs on access to health care, the quality of care, and 
the costs of care. A fifth approach, using health policy research and 
analytical methodology, has been to examine the range of policies and 
programs affecting specific populations. We have done this recently by 
attempting to catalog the multiplicity of Federal programs impacting 
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on long-term care services for the aged (Lee and Estes, 1979; Estes and 
Lee, 1980). Recently, Kovar has completed an excellent review of the 
impact of health policies and programs on the elderly. This important 
descriptive study is included as an attachment to this report because it 
provides a wealth of basic data on health status of the aged, their 
utilization of medical services and expenditures on medical care 
(appendix I). Finally, specific studies have been undertaken of Federal 
programs to assess the impact of age discrimination (U.S. Commission 
on Civil Rights, 1977). 

A review of these approaches convinced us that an assessment of the 
major factors affecting the development and implementation of health 
policies in the 1980s, particularly as these forces affect the health of 
specific disadvantaged populations, <vould be useful. This approach 
provides a .backdrop against which the changing Federal role in health 
policy can be analyzed, with an understanding of some of the major 
dynamics underlying these changes and their likely impact on the 
disadvantaged. 

To provide both an overview of the Federal role in health as well as 
a specific example of Federal policies and programs affecting the 
health of one forge disadvantaged population-the aged-we first 
examine trends in Federal legislation from the 1790s through the 
1970s, which provides the foundation for policy developments; we 
then briefly review the dramatic impact that Federal legislation has 
had on Federal health spending since 1965 and note the range of 
programs affecting health and health care. We follow this review with 
an assessment of the social context of policy development and the 
factors (e.g., the social construction of reality, inflation, New Federal
ism, the growing role of medicine) that will affect the health policies of 
the 1980s. Finally, we review the impact of these factors on health 
care of the aged to illustrate the complexity of the problem. 

The Legislative Scorecard, the Federal Budget, 
and Federal Programs: The Changing Federal Role 
in Health, 1978-1980 

The Legislative Record 
The Federal responsibility for health began in 1798, when Congress 

passed the Act for the Relief of Sick and Disabled Seamen, which 
imposed a 20 cent per month tax on seamen's wages to pay for their 
medical care. In the century that followed there was only a very 
modest expansion of the Federal role in public health and medical 
care. An important step in the late 1870s, was the authorization given 
lo the Surgeon of the Marine Hospital Service to help the States 
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impose quarantines to stop epidemics. This was to be the foundation of 
the present U.S. Public Health Service. 

Although more than 225 health laws have been enacted in the past 
100 years related to health care, only a few are of major importance. 
One of the earliest, the Federal Food and Drug Act of 1906, remains 
one of the most important. This law regulated adulteration and 
misbranding of foods and drugs. It was followed by.the Food, Drug, 
and Cosmetic Act of 1938 that required that manufacturers of 
prescription drugs demonstrate the safety of drugs before marketing 
and the• 1962 amendments which added that drugs had to be effective 
as well as safe. Although the effects of drug regulation by the Food 
and Drug Administration (FDA) on health care are indirect, there are 
few countries in the world where the public is as well-protected from 
hazardous and unsafe drugs (e.g., Thalidomide, enterovioform) as the 
United States. 

The establishment of the National Institutes of Health (NIH) in 
1930, followed by the National Cancer Act of 1937 and the multiple 
legislative enactments after World War II that created the present-day 
institutes at NIH, primarily focused on broad classes of disease (e.g., 
Cancer Institute and the Heart, Lung, and Blood Institute). The NIH 
grew from a small government research laboratory to the most 
significant biomedical research institute in the world in the 15 ·years 
after World War II. The support of basic clinical and developmental 
research (e.g., kidney dialysis) was to have-and continues to have-a 
profound effect on medical care. The growth of specialization and 
subspecialization which has accompanied the rapid advance in bio
medical research and the applications of technological advances to 
care have been of major importance. 

It was not until 1963 that Congress created its first major 
noncategorical institute-the Institute of Child Health and Human 
Development. It was not until 1974 that Congress-over the opposi
tion of NIH and the administration-created the National Institute on 
Aging (NIA). It was not until 1976 that the funds were appropriated 
for the NIA. The predominant emphasis of NIH on diseases and the 
low status accorded the NIA has been reflected in medical schools 
throughout the country-in their research, education, and patient care. 

Federal-State relations have been a key element in domestic social 
programs-particularly for the aged, the poor, and for women and 
children. The Shepard-Towner Act of 1921 established the first 
Federal-State programs for child health services. Although terminated 
in 1929, the programs were the forerunners of present day child health 
programs, as well as many other Federal grant-in-aid programs. 

The Social Security Act of 1935 was, without doubt, the most 
significant domestic social program ever enacted by Congress. It 
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adopted the principle of Federal aid to the States for public health and 
welfare assistar..ce. It provided Federal grants to States for maternal 
and child health and crippled children's services (Title V). It also 
provided for cash assistance grants to the aged, blind, and families with 
dependent children who were destitute. 

This cash assistance program was to provide the basis for the 
Medical Assistance for the Aged program (Kerr-Mills) in 1960 and the 
Medicaid program in 1965. Both programs linked eligiblity for medical 
care to eligibility for cash assistance. More important, however, the 
Social Security Act of 1935 established the Old Age, Survivors', and 
Disability Insurance (OASDI) programs. 

Federal concern for maternal and child health, particularly the poor, 
was reflected in a temporary program in World War II to pay for the 
maternity care of the wives of enlisted men in the Army and Navy, 
This means-tested program was very successful and demonstrated the 
Federal Government's capacity to administer a national health 
insurance program. With the rapid. demobilization after the war the 
program was terminated, but it was to be cited often by advocates of 
national health insurance, particularly those who would accord 
mothers and infants first priority. 

After World War II it was evident that many of America's hospitals 
were woefully inadequate and a major Federal-State program of 
hospital planning and construction (the Hill-Burton Program) was 
launched. The initial purpose of the act was to provide funds to States 
to survey the hospital bed needs and develop plans toLmeet the needs. 
The purpose was to overcome the serious shortage of hospitals and 
hospital beds in most rural areas. The Hill-Burton Act was amended 
many times as many of the initial goals were met. The legislation 
provided the stimulus for a massive hospital construction program, 
with Federal and State subsidies primarily for community, nonprofit, 
voluntary hospitals. The public hospitals, which were supported 
largely by local tax funds and provided care for the poor, received 
little or no support until the private institutions' needs were met. The 
program was a model of Federal-State-private sector cooperation. It 
was the major force-until the enactment of Medicare and Medicaid
responsible for the modernization of America's voluntary hospital 
system. 

By 1953, when the Department of Health, Education, and Welfare 
was created, the Federal Government's role in the Nation's health and 
medical care system was firmly established. This role was primarily to 
support programs and services in the private sector. Biomedical 
research and hospital construction were the two major pathways for 
Federal support. Traditional public health programs (e.g., venereal 
disease control, tuberculosis control, maternal and child health) were 
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supported at very modest levels. Federal support for medical care was 
restricted to military personnel, veterans, merchant seamen, and 
Native Americans (Indians) until enactment of the Kerr-Mills law in 
1960, which authorized Federal grants to States for medical assistance 
for the aged. This program proved short-lived, but it pointed up the 
need for a far broader Federal effort in medical care for the poor and 
the aged. 

Just as the Social Security Act was the centerpiece of President 
Roosevelt's domestic social programs, so was the Civil Rights Act the 
centerpiece of Lyndon Johnson's Presidency. It, more than any other 
single piece of legislation, exemplified the commitment to social 
justice, equality of opportunity, and equal protection- under the law. 

The mid-1960s (1963-1967) was a period of intensive legislative 
activity. Only twice in this country had there been anything compara
ble: the first term of Woodrow Wilson (1913-1917) and the first term 
of Franklin Roosevelt (1933-1937). Most important, in terms of the 
Civil Rights Commission's concern for health care of the disadvan
taged, were the Assistance to Migratory Workers Act of 1961, which 
authorized Federal aid for medical clinics serving migratory agricul
tural workers and their families; the Vaccination Assistance Act of 
1962; the Health Professions Educational Assistance Act of 1963, 
which opened the door for direct Federal aid to medical, dental, 
pharmacy, and other professional schools and the students in these 
schools; the Maternal and Child Health and Mental Retardation 
Planning Amendpients of 1963, which initiated a program of compre
hensive maternal and infant care projects and centers serving the 
mentally retarded; the Civil Rights Act (1964); the Economic 
Opportunity Act (1964), which provided authority and funds to 
establish neighborhood health centers serving low-income popula
tions; the Social Security Amendments of 1965 (particularly Medicare 
and Medicaid); and the Comprehensive Health Planning and Public 
Health Service Amendments of 1966, which reestablished the principle 
of block grants for States for public health services (reversing a 30-
year trend of categorical Federal grants in health) and created the first 
nationwide health planning system, which was to be dramatically 
changed in the 1970s to focus on regulation as well as health planning. 

The 1970s witnessed dramatic changes in Federal social policy, 
including health policy. Except for the Social Security Amendments 
of 1972, which extended Medicare to a limited number of disabled and 
those with end stage renal disease, and the Developmentally Disabled 
Assistance and Bjll of Rights Act of 1975, and the Age Discrimination 
Act of 1975, the emphasis was not on assuring the disadvantaged their 
rights to health care, but rather on New Federalism, decentralization 
of policy and program decisions, an expanded role for the private 
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sector (e.g., health maintenance organizations), cost containment, and 
competition. 

Federal Health Programs and Expenditures 
The Federal budget has long intrigued policymakers and is, indeed, 

a reflection of the policy choices and priorities of program managers, 
Departmental Secretaries, the Office of Management and Budget, the 
President and, finally, the Congress. The Federal budget has a lot to 
tell us about health care for the disadvantaged and the priority 
accorded one group or program over another. 

The most useful analyses of the Federal budget in the past decade 
have been those performed annually by the staff of the Brookings 
Institution. First issued in 1970, their Setting National Priorities proved 
to be a widely read analysis. The reports usually include an analysis of 
such major areas as defense, foreign policy, revenue sharing, and 
education. Trends in health expenditures have been analyzed, includ
ing programs for health care. Particularly important were the studies 
by Dr. Karen Davis. In addition to her contributions to the annual 
Brookings volume, she analyzed expenditures as well as a great deal of 
additional data for two other works, "A Decade of Policy Develop
ments in Providing Health Care for Low Income Families~• (1975), and 
Health and the War on Poverty: A Ten-Year Appraisal. 

A number of analysts, such as Irving J. Lewis, Rashi Fein, and John 
Iglehart, have examined Federal expenditures in order to assess 
priorities and program directions (Lewis, 1969; Fein, 1974; Iglehart, 
1978). In 1969 Lewis examined the funneling of health resources in the 
government through an explanation of the budget and commented 
extensively on the interactions of government and the medical care 
system. As part of a "national health strategy' for the 1970s, he 
identified the need for "comprehensive health care for the poor, a 
check on health care costs, a need for measures of effectiveness and a 
correlation between insurance and the system itself." In 1974 Fein 
analyzed the impact of the budget's dramatically reduced support for 
several major health programs. John Iglehart has reviewed the health 
budget under the Carter administration in order to assess priorities. 

The Bureau of the Budget, and more recently the Office of 
Management and Budget, publishes the annual Budget Special Analy
ses. For many years, this' document included an extensive analysis of 
health expenditures, including a general overview, trends in national 
and Federal spending, distribution of health expenditures by category, 
e.g., hospital and medical care, Federal grants and payments for 
hospitals and health care in non-Federal facilities, medical research 
and training; services by population grouping, e.g., the aged, adults, 
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children; and by income status. This material is now included as part of 
the budget rather than as a separate analysis. 

When the Department of Health, Education, and Welfare was 
formed in 1953, it administered fewer than 70 programs. Most of these 
programs were social security or public assistance programs rather 
than health care programs. Among the health programs, health care 
for the disadvantaged had a low priority. Of a $6.5 billion budget in 
1955, for example, health programs amounted to less than $300 million. 
Federal expenditures accounted for less than 2 percent of the Nation's 
total health expenditures at that time. By 1968 the Department's 
responsibilities had extended to over 250 programs and its budget had 
grown to $40.8 billion (Cohen, 1968). 

The dramatic increase in Federal health expenditures after FY 1965 
reflected the impact of Medicare and Medicaid, as well as other 
programs launched in the 1960s (see figures 1 and 2 and tables 1, 2, 5-8 
in appendix ii). Outlays for both Medicare and Medicaid increased 
rapidly during the late 1960s. Between FY 1965 and FY 1968, the total 
health programs in HEW grew from $2.6 billion to $12.5 billion, or 
from 7 percent to 24 percent of national health expenditures. 

Expenditures in the late 1960s began to reflect a dramatic shift in 
priorities. In FY 1968, Federal health expenditures were $5.8 billion 
for the aged, $2.5 billion for adults aged 22-64, and $1 billion for 
children and youths aged 0-21 (U.S. Office of Management and 
Budget, 1969). Five years later in FY 1973, expenditures were $11.7 
billion for the aged, $6 billion for adults, and $2.1 billion for children.• 
By FY 1979, Federal expenditures were $31.7 billion for the aged, 
$18.3 billion for adults and $5.2 billion for children (U.S. Office of 
Management and Budget, 1979). 

The Federal budget provides a wealth of information which permits 
some assessment of the priority accorded the aged, the poor, and 
children. Particularly relevant to this report, it is more difficult to 
assess the priorities for the minorities, the chronically ill, or the 
handicapped because many of the programs serving their needs also 
serve either the poor or the aged more broadly. Nevertheless,. the 
budget has been a major tool in analyzing trends in Federal health 
programs. 

Other valuable sources of budgetary information are departmental 
documents (e.g., the Department of Health and Human Services 1981 
Budget), the Congressional Budget Office annual reports (e.g., An 
Analysis of the President's Budgetary Proposals for FY 1981, and the 
Catalog of Federal Domestic Assistance· that lists over 131 separate 
programs for health in HEW and over 283 programs in all other areas 

• In that year, expenditures were calculated for indigent and nonindigent population groups. These 
figures represent expenditures for the indigent population. 
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of government combined in 1978 (U.S. Office of Management and 
Budget, 1979). 

While each of these documents contains detailed budgetary and 
programs information, they do not (nor were they intended to) 
provide policy analysis. A careful comparative examination of these 
documents, and the expenditures they report over time in relation to 
health care for the disadvantaged, would be a valuable undertaking. 
Such a study, however, would not provide information about either 
the health outcomes of these expenditures or their impact on service 
utilization. Studies of this type constitute health services research. 

The Social Context of Health Policy Development 
and the Factors Affecting Health Policy in the 
1980s 

The development of health policy in the 1980s will be affected by 
multiple social, economic, and political factors, including inflation, the 
legacy of new federalism policies of the 1970s, the fiscal crisis, the 
public's perception of the problems, and the growing role of medical 
care and the influence of medicine. 

Inflation 
Inflation is the dominant policy issue in 1980. It is likely to have a 

broad impact on public policy in the years immediately ahead, but its 
long term consequences for policy will be determined by its persis
tence or its gradual decline. 

Inflation has been a matter ofserious concern for over a decade. The 
yearly inflation rate in the early 1950s was between 1 and 2 percent per 
year. In the past decade inflation rates have fluctuated widely, but the 
upward trend has been unmistakable. The yearly inflation rate rose 
from less than 3 percent in 1965 to over 6 percent in 1969, then fell 
with the recession to about 3.5 percent in 1971 and 1972. In 1973, 
however, it shot up to over 8 percent and to over 12 percent the 
following year. After dropping to below 6 percent in 1976, it rose to 10 
percent in 1978, 14 percent in 1979, and is now approaching an annual 
rate of20 percent. 

Inflation not only affects the individual, but the individual's reaction 
to public policy. The "taxpayers' revolt" in California is an outgrowth 
of rapidly rising property taxes (due to inflated housing prices) and 
rapidly rising government ~pending. A large factor in the rising costs 
of State and local government has been the increase in medical care 
costs, reflected in both Medicare and Medicaid expenditures. 

As people face inflation and greater uncertainty about the future, 
they strive to maximize their own resources and to limit what is taken 
by the government. Policymakers see inflation devouring more and-
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more of what in years gone by was a fiscal dividend that could be 
devoted to public needs. Because of inflation, policymakers are unable 
to increase resources for health care and other social programs. 
Inflation also has had a devastating impact on government programs 
serving particularly the aged, ·the poor, and other disadvantaged 
groups because the costs of these programs have risen so rapidly. This 
has been particularly critical for State and local governments. Inflation 
has also hit employers, employees, and individuals because of the rapid 
increase in health insurance premiums. Out-of-pocket expenses have 
also risen rapidly because of the increase in physicians' fees, drugs, and 
other costs. 

New Federalism 
The development of new federalism policies in the 1970s gave a 

strong boost to the role of the States in domestic social programs, 
including those affecting health care. The new federalism strategy as it 
evolved in the 1970s was designed not only to decentralize program 
control to State and local governments, but also to limit Federal 
involvement in domestic social programs. 

As social policies have been significantly decentralized in the last 
decade, State and local influence and control has been expanded over 
program priorities, service emphasis, and recipient eligibility in such 
programs as Community Development Block Grants, Urban Mass 
Transit Authority, Title XX (Social Security Act), and the Older 
Americans Act. Because decentralization was employed in the 1970s 
as a mechanism for curtailing the growth of Federal programs, it 
essentially transferred the pressures for underwriting program expan
sion from the Federal to State and local governments. It has also 
helped to generate fiscal and tax pressures at these levels of 
government sufficient to initiate taxpayer revolts. 

New federalism is a legacy of the 1970s that will continue to be a 
major factor in the evolution of domestic social programs in the 1980s. 
The decentralization- policy trend of the 1970s has been accompanied 
by the fragmentation and diversification of policy in most social 
problem areas (e.g., Medicaid, developmentally disabled) as national 
policy goals give way to more autonomous and variable State and local 
policy choices across multiple programs, jurisdictions, and authorities. 
With a myriad of decisionmakers and authorities who act on their own 
discretion, it is no longer possible to focus with assurance on particular 
targets or disadvantaged groups for intervention. Under the broadly 
defined, largely block grant enactments in which Congress has only 
vaguely specified its intentions, there is increased potential for the 
politicization of State and local policymaking and program implemen
tation. The resultant ambiguity has provided opportunities for political 
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actors, vested interests, and agencies to actually "create" a large 
proportion of health and social policies in the implementation and 
administrative processes (Lowi, 1979). 

Redistribution of power among Federal, State, and local officials 
with new federalism is a major issue. Equally important are: The 
degree to which new federalism increases politically motivated, rather 
than need-based, determination of program priorities and allocations, 
thus augmenting the influence of special interests-especially provid
ers-and the extent to which new federalism engenders extreme 
program variability, and uncertainty, across States. 

Although Medicaid was enacted before the recent movement 
toward new federalism, this program shares important attributes of 
later programs, in particular, the considerable policy discretion left to 
State and/or local authorities. The Supplemental Security Income 
program initiated in 1974, which replaced the prior Federal-State 
programs of Old Age Assistance and Aid to the Blind and Disabled, 
provided a basic income level across States, but it permits State 
supplementation consonant with a new federalism type of State level 
discretion. 

Multiple levels of government are fundamental to the American 
Federal system. How these levels are to be related and articulated has 
been a central political issue in recent American politics. The failure to 
resolve this issue has produced both "power fragmentation" (Binstock 
and Levin, 1976, p. 15) and "program fragmentation" (Hudson, 1973, 
p. 3), and these fragmentations have seriously affected public capacity 
for effective social intervention. 

Studies of the implementation of Federal programs have shown that 
through their ability to organize and structure their activities, State 
and local officials are insulated against direct Federal control, both 
administratively and politically (Pressman and Wildavsky, 1973). To 
achieve national objectives within diverse local settings, Federal 
administrators must rely upon the initiative, the ability, and often the 
willingness of State and local officials. Federal agencies rarely have 
the time and resources needed to carry out program requirements 
under the varied legal, political, and socioeconomic conditions that 
exist at State and local levels (Ingram, 1977). 

Efforts to assess the impact of new federalism programs on 
particular populations, such as the disadvantaged, are made djfficult by 
the general problems of accountability inherent in Federal programs, 
which are exacerbated by new federalism strategies (Estes and Noble, 
1978). Federal reporting requirements rarely permit easy tracking of 
funding allocations to specific services or populations. The dispersal of 
policy discretion among States and localities increases sub-Federal, 
and, in many cases, sub-State autonomy, decreasing Federal capacity 
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to assess the impact of Federal funds-'--particularly on the population 
groups to be served, such as the disadvantaged. As the inter-State and 
intra-State variability is enhanced under decentralization and new 
federalism policies, it is increasingly important, first, to develop an 
empirical basis describing what States are doing in programs of interest 
and, second, to link these to conceptions of outputs for those in need 
(in this case, the disadvantaged). 

The problem has been made even more complex by the emergence 
of fiscal crisis conditions at various levels of government and the 
"taxpayer revolts" that have followed. These changes in fiscal 
conditions, which have created pressures to redefine the funding 
relationships among Federal, State, and local governments, can be 
expected to produce new State and local strategies for shifting fiscal 
responsibilities within programs created or redesigned within the new 
federalism era. 

Even more important, because the benefits provided by these 
Federal-State programs for the poor are heavily influenced by a State's 
willingness to underwrite the costs, we can expect mounting pressure 
for State level policies of retrenchment (cutbacks) with the rise of 
fiscal constraints on State government. Because the disadvantaged are 
heavily dependent on State-determined benefits, they are extremely 
vulnerable in this period of economic flux. 

In this decentralized policy context, the challenge will be great for 
health policymakers seeking to derive a sound national health policy 
for the disadvantaged, particularly in view of the reality that each 
level of government will be attempting to shift its fiscal and political 
responsibility to other levels of government for many of the health 
programs that vitally affect the disadvantaged. 

Fiscal Crisis 
"Fiscal crisis" is a term applied to the financial difficulties of a 

variety of governments in the United States. In its strictest form, fiscal 
crisis refers to the threat to the fiscal integrity of a government-when 
it cannot service its debts (as in New York City and Cleveland) or it 
cannot meet current operating expenses (as in the "cash flow 
problems" of various States). Both the strict and the wider applications 
of the term "fiscal crisis" are based upon the tendency for government 
expenditures to exceed revenue, a tendency that may exist whether or 
nor deficit spending actually occurs. This tendency is sometimes 
referred to as "fiscal strain." 

O'Connor (197.3; p. 221), in his seminal work on the "fiscal crisis of 
the state," spoke of a "structural gap between state expenditures and 
revenues." The idea is that there are simultaneous tendencies to an 
increase in demand for expenditure and a limit to the base for revenue. 

) 
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Many aspects of these conflicting tendencies have been explored by 
theorists of fiscal crisis (see O'Connor, 1973; Gordon,. 1977; Mollen
kopf, 1977). Other students of fiscal crisis have been more empirically 
oriented, spurred on by the crisis of specific jurisdictions, such as New 
York City (see Clark, 1977; Sharp; Newton, 1977). 

Structurally induced fiscal crises of particular governments are 
exacerbated by cyclical economic down-turns that translate into fiscal 
strains on these jurisdictions. For example, during periods of recession, 
revenues (tax receipts) go down, while demand for social services 
(welfare, unemployment insurance, etc.) go up due to, unemployment 
creating a revenue gap. More -recently, "tax revolts" have brought on 
fiscal strain, or fiscal crisis, in a number of States (Bowen, Lee,. 1979). 
In part, these "revolts" occurred in the context of and reflected fiscal 
strain (Puryear, Ross, 1978). Tax and expenditure limits have oc
curred, however, where fiscal strain was not pronounced: (e.g., in 
Texas). Moreover, "tax reforms" much different from the Proposition 
13 style "revolts" have occurred where such strain did exist (see 
A vault, et al., 1978; National Institute of Education, 1978, pp. 92-93). 
Actually, in California there were high taxes, but these reflected 
increases in population, property values, and personal income as much 
as or more than the demand for revenues to meet expenditures. And, as 
is well known, the California State government had a very Iai:ge 
budget surplus prior to Proposition 13 (National Association of State 
Budget Officers, 1979). 

Of direct concern are the following tendencies in the areas of health 
and social services: (1) There is a tendency to escalation of expendi
tures due, in part, to increases in demand for services, but due largely 
to escalation in costs of services, especially in the area of health 
(Department of Health, Education, and Welfare, 1977; Cambridge 
Research Institute, 1976). Increases have been large in social services 
as well (Millar, et al., 1977; Wolfe, 1978). There are the limitations on, 
or decreases in, revenue for such services imposed on the one side by 
limits to Federal funding under the new federalism and on the other by 
the "tax revolt" at local and State levels. 

In the area of health, Federal Medicaid policies require States to 
meet their percentage share of total expenditures. Because of the rapid 
increase in the cost of medical care, these costs have risen far more 
rapidly than revenue increases, creating serious fiscal difficulties for 
States and many local governments where they share in State costs. In 
response, States have reduced the number of beneficiaries by lowering 
the level of income allowed, reduced the scope of optional services, or 
reduced the duration ofmandated and optional benefits. 

In social services, the major factor is a part of new federalism. The 
shift from categorical ~rants-in-aid to block grant type revenue 
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sharing, continued in Title XX of the Social Security Act, passed in 
. 1975, had definite negative impacts on funding of social services 

(O'Donnel, 1978, pp. 17-24). Previous grants-in-aid programs effec
tively assured that those States that wished could receive unlimited 
Federal aid to the extent of the State's willingness to allocate matching 
funds. Title XX imposes by formula a limit to the amount of Title XX 
Federal funds that each State can receive in a fiscal year. As States 
have reached their -limits, they have undertaken a variety of strategies 
to obtain additional funds for social services. Overall, this has meant a 
real limit on Federal funds for social services (Millar, et al., 1977; 
Feild, et al., 1978). 

Thus, while costs are escalating, funding for health and social 
services is experiencing definite limits. From above, there are Federal 
limits and attempts to shift costs to States; from below, there are 
structural fiscal crises and tax revolts. Caught between these tenden
cies, health and social services are involved in a "fiscal crisis" of their 
own. Attention has shifted to cost-cutting, to ever more energetic 
attempts to shift expenditures to other jurisdictions, and to a variety of 
other measures. Various approaches that may be attempted by the 
States include the following: 

• Decreasing labor costs by freezing ( or even reducing) wages, by 
cutting personnel (directly or through hiring freezes), and by giving 
increased workloads to personnel retained; 
• Decreasing services and reducing budgets; 
• Maintaining local health services through increased grants to 
local government from higher levels of government (e.g., revenue 
sharing and categorical grants); 
• Transfering services or funding to higher (or lower) levels of 
government; 
• Imposing user charges (fee for service) or authorizing copay
ments to private providers; 
• Transfering Federal, State, or local health services to the private 
sector; 
• Reorganizing Federal, State, or local government functions and 
boundaries to improve efficiency; or 
• Reducing the number of service recipients by narrowing eligibil
ity criteria. 

Some of the techniques may be tried in conjunction with one another. 
Some may be applied in one area and not in another. 

The Public Perception-The Social Construction of Reality 
Today, the mood of the public and the public's perception of what 

the Federal Government-indeed, any government-can do is dramat
ically different than it was 20 years ago. The mood seems to be one of 
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distrust of government and government officials, skepticism about the 
ability of government to deal effectively with complex social prob: 
!ems, active opposition to government efforts to deal with problems 
(e.g., busing), the feeling that .. throwing money at a problem won't 
solve it," and a desire to cut taxes to show government officials who is 
boss. The mood is one that is against government regulation and 
government spending, particularly for programs that serve the poor. 

Where do these ideas come from? Why are they so widespread? Do 
they bear any relationship to the actual functioning of govequnent 
programs (e.g, the National Institutes of Health, the Social Security 
Administration)? What do research or the views of academics 
contribute? Are there examples of how the social construction of 
reality affects public policies? 

Fifteen years ago, Berger and Luckman coined the phrase, "the 
social construction of reality" to describe the process by which 
definitions of reality become widely shared and institutionalized as 
part of the "collective stock of knowledge" (Berger and Luckman, 
1966, p. 67). Although socially generated, such knowledge and expert 
opinion take on the character of objective reality, regardless of 
inherent validity. This "knowledge," in turn, influences both the 
perceptions of social problems and ideas on how to deal with them. 

Medical care and the role and responsibility of the Federal 
Government illustrate the concept very dramatically. In 1965 the 
problem was defined as access to good medical care for the aged and 
the poor, and the threat of financial castastrophe for the aged and their 
children if an older person became seriously ill. The answer was seen 
as Medicare, Medicaid, a variety of outreach programs (e.g, neighbor
hood health centers, maternal and infant care projects, family planning 
services), and the development of resources (physician training, 
biomedical research, hospital construction), all with a large Federal 
contribution. 

Today, the problem is not defined or conceived of as access to care, 
but high cost. Currently, the answer is not defined as requiring 
changes in rembursement policies in public and private programs (that 
would be a form of regulation), but as requiring the stimulation of 
competition in the private sector and the removal of any and all 
regulation, including laws that assure the safety and effectiveness of 
prescription drugs before they are placed on the market. 

The social construction of reality applies equally to individuals and 
groups of people-women, the poor, the minorities, the handicapped, 
the aged. For all of ,these population groups, their income and 
opportunities, their participation in community affairs, their personal 
levels of gratification, and indeed even their health are largely 
determined by social forces. Individual differences in inherited social 
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and economic status, in marital status, and in racial and ethnic origins 
influence their lives, but the major determinants of the standard of 
living enjoyed or endured by the disadvantaged in our society are 
national, social, and economic policies, political decisions by all levels 
of government influenced by the power of the various organized 
interest groups, and the policies of business and industry. Of particular 
importance is that society's perceptions of social problem groups, and 
the policies that flow from them are directly affected by politics and 
economics. The state of the economy affects how social problems are 
defined and treated-and how public policies are shaped around 
perceived social problems. For example, when the ·economy, is 
expanding, optimism abounds, and generous resources also expand to 
deal with social problems of all types (Miller, 1976), even those that 
are not productivity-linked. But when the economy is contracting, 
policies tend to favor less costly, more limited (often inadequate) social 
programs, particularly for population groups that are not thought of as 
contributing to productivity. The current budget-cutting and the 
threatened retrenchment of programs for the disadvantaged reflect a 
growing perception of the limits of our economy and inflation. The 
form which cost containment strategies will take will be heavily 
influenced by the heritage of new federalism programs of the 1970s. 

The Growing Role of Medical Care and the Influence of 
Medicine 

In the past 20 years the role of medical care has gradually 
expanded-not only in terms of the numbers of health care profession
als and nonprofessionals providing care, the number of institutions and 
the expenditures for medical care, but in the role that society has 
assigned to medicine. In recent years medicine, particularly medical 
care, has assumed responsibility for many problems that in the past 
were perceived to be moral (alcoholism, abortion), legal (drug abuse), 
educational (mental retardation, learning disabilities), behavioral (ciga
rette smoking), or personal (family planning). From birth to death the 
role of medicine has assumed a larger and larger role in the life of most 
Americans. 

Medical care has grown more rapidly than other service sectors 
because of the demand for traditional care and because of demands 
generated by medicine's expanded role. Indeed, medicine has become 
one of the Nation's iargest industries, accounting in 1980 for about 10 
percent of national income, with a current expenditure level of over 
$200 billion annually and 7 percent of total employment with 6.4 
million workers. Although the health care system has employed 
millions of additional workers in the past 15 years and expenditures 
have risen even more rapidly, it is unlikely that this will continue into 
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the 1980s. Although physician supply will continue to expand, the 
state of the economy and shifting national priorities make any major 
policy change unlikely before the mid-1980s. Even the modest 
proposals for national health insurance put forward by President 
Carter are likely to be the victims of the efforts to control inflation and 
balance the Federal budget. 

The years since 1965 have been ones of dramatic change in health 
and health care. Not only has medicine's role been growing, but a 
number of other important changes have taken place. The implementa
tion ofMedicare and Medicaid have had a profound effect on access to 
care, improving it for both the poor and the aged. The desegregation 
of hospitals was to markedly change the environment of health care 
for millions. The sharp decline in mortality (particularly infant 
mortality and in mortality for cardiovascular disease) reflects changes 
in income, health care, and behavior. The rapid increase in the use ·Of 
new technologies and the rapid increase in the costs of medical care 
and in public expenditure for medical care have been among the 
significant changes. 

With the expanding role of medicine and medical care, the role of 
government has grown apace. The role of government "is of major 
importance in regulating and financing medical care, in supporting the 
research that lies behind many of the advances in medical care, in 
supporting the education and training of health professionals who 
provide the care, and in adopting policies that permit expansion and 
modernization of hospitals and other health care faciiities. The 
enactment of the Social Security Amendments in 1965, which included 
Medicare and Medicaid, was the turning point in terms of the role of 
government in planning, financing, and regulating health care. 

In 1977, 40 percent of all costs of personal health care was paid by 
government (Federal, State, and local) funds; 30 percent was paid 
directly out-of-pocket by individuals and their families; 25 percent was 
paid through private health insurance; while charitable contributions 
and services provided by industry directly to employees accounted for 
an additional 2 percent. With increased third party payments, both 
public and private, costs have been rising rapidly and an increasing 
percentage devoted to hospital and nursing home care, particularly for 
the aged. • 

The total amount of money spent on medical care for the aged rose 
from $8.6 billion annually in fiscal year 1966 to $31.7 billion in fiscal 
year 1979, as noted in the previous discussion of expenditures. Inflation 
accounted for the bulk of this increase (50 percent); increased services 
for 36 percent; and the increase in the cost of medical care has imposed 
a special burden on government funds because of the expanded role of 
the Federal and State governments in financing medical care for the 
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aged. Cost, not access, has become the primary concern of Federal 
policymakers. 

Health care involves not only the expenditures of large sums of 
money, including public money, but it represents an area of great 
complexity as well, because of the nature of the health care system. In 
perhaps no other sector of the economy is there such a mixture of 
public and private financing and delivery of services. Physicians, 
pharamacists, and dentists are generally in private practice, which is a 
profit-making enterprise. By contrast, most hospitals are either 
nonprofit community hospitals or public institutions. Nursing homes, 
on the other hand, are amost entirely profit-making institutions, even 
though almost 50 percent of their income is derived from government 
funds. 

Health services differ not only from the output of material goods, 
but many other services such as education and social services. The 
one-to-one relationship between the physician and the patient is a 
critical element in the entire, complex system. The physician must 
examine the patient in order to prescribe a course of treatment, 
recommend a consultation or additional tests, or admit the patient to a 
hospital or nursing home. Except for dental care and some optometric 
and pediatric services, most medical care derives from the initial 
physician-patient transaction. 

As medicine's role has expanded and the role of medical care 
increased, so has the complex interrelationship between government, 
medicine, and the public. The 1980s will likely witness new stresses 
and strains as the government, particularly the Federal Government, 
attempts to constrain the growth in medical care costs. 

Health Policies and the Aged-A Case Study 

The Needs of the Aged 
Older people are becoming more and more important in terms of 

health policies in the United States. One reason is the sheer increase in 
their number in recent years. In 1940 there were 9.0 million aged (6.8 
percent of the population), by 1965, the year that Medicare and 
Medicaid were enacted, the number had doubled to 18.5 million aged 
(9.5 percent of the population). There are now more than 22.5 million 
aged, and it is estimated that in the year 2000, 31.8 million Americans 
(10.5 percent of the population) will be age 65 or older. 

Older people are dependent on public policies and programs because 
of their relatively low economic status, their burden of illness and 
disability, and their need for a wide range of health and social services. 
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The Social Construction of Reality 
It is not easy to generalize about socially shared perceptions of older 

persons because the aged are many different individuals from many 
different backgrounds and ~ultures, living in a variety of different 
places and under many different conditions. However, our recent 
study of U.S. policies for the aged reveal a set of dominant perceptions 
that affect most of their lives. As examined in The Aging Enterprise 
(Estes, 1979), the perception of the aged in the United States is: 

• First, that they are, themselves, perceived of as a social problem. 
Old age is, in itself, seen as a problem for the society to manage. 

• Second, old age is perceived of as special and different, as 
characterized by special needs requiring special programs. This has led 
to separatism of the aged via public policies. 

• Third, old age and its concomitant social problems are seen as 
resolvable by the application of services at the individual level. 
Because the dominant conception is that services, rather than income 
or employment, can solve "the problem," inadequate income mainte
nance, employment, and retirement policies have been formulated. 

• Fourth, the services strategy that has been adopted preserves 
and reinforces the existing social class structure. Three classes of the 
aged are entitled to some type of government program, as cited by 
Nelson: the middle- and upper-class (nonpoor) aged; the newly poor in 
old age (the·deserving poor); and the aged who have always been poor 
(the undeserving poor). The nonpoor aged have the resources to 
permit relatively easy access to public and private services without the 
necessity of government intervention. They also receive a dispropor
tionate share of the benefits of the largest Federal programs for the 
aged (e.g., Social Security, Medicare, and retirement tax credits). Most 
services policies tend to favor the newly poor in old age, largely 
because they are thought of as both deserving and deprived. Services 
have been designed largely to assist the recently deprived aged to 
maintain their lifestyles, rather than to provide the more crucial life
support services (e.g., income) needed by the poorest aged. The aged 
who have endured lifetime poverty are assisted" largely through 
inadequate incom1:-maintenance policies, such as Supplemental Securi
ty Income (SSI), and through Medicaid, which are highly variable 
from State to State. 

• Fifth, old age is commonly perceived as characterized by 
inevitable physical decline, presumably occurring with chronological 
aging. The biomedical model of aging and its detrimental-decline 
concepts have gained wide acceptance, particularly with society's 
tendency to conceptualize problems as medical in origin and to look to 
medicine for solutions. This has encouraged a niedicalization of the 
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problems of the aged, at great cost to both the individual and the 
society. 

• Sixth, the problems of old age in our society are characterized as 
having reached crisis proportions, as evidenced in testimony on Social 
Security, Medicare, and the Older Americans Act. Such crisis 
definitions promote the activities and demands of interest groups for an 
increasing supply of budgetary resources for the respective services 
with which they promise to solve "the problem." The result is a 
wasteful patchwork of often contradictory solutions, none of which is 
capable of ameliorating the defined problems in the long run. 

• Seventh, older people tend to be seen as unproductive and 
dependent, as a burden on society, and also somehow to blame for the 
socially defined "problem" they represent. They did not save enough; 
they are living too long; they use too many health services, thereby 
contributing to the spiraling costs of government programs, including 
the costs of Medicare and Medicaid. 

• Eighth, given the social construction of reality about the 
problems of old age in the United States, the perception is that it is 
impossible to redistribute resources to older people in order to alter 
their status. Rather, it is only possible (and with great sacrifice of other 
generations) to hold older people in place, despite the fact that many 
of our own social policies, such as forced retirement, create new 
dependency for the middle-class old and exacerbate the dependency of 
those who were poor prior to old age. 

The Economic Status of the Aged 
Inadequate retirement income is the most serious problem facing 

older Americans. A host of income and poverty statistics testify to this 
fact. The problem was summed up by the Select Committee on Aging, 
U.S. House ofRepresentatives: 

Although persons above 65 constitute little more than one-tenth of 
the population, they account for 29 percent of all persons in 
America receiving an income below $3,200. Currently, the median 
income of all families headed by a person 65 or over is 43.1 percent 
lower than the median income for all families; the income of 
individuals 65 or older is 33.4 percent lower than the median income 
for all individuals. 
Although the number of aged living in poverty declined from 5.5· 

million in 1959 to 3.2 million in 1977, there has been virtually no 
reduction in the number of elderly living in poverty during the 1970s. 
The Social Security amendments enacted during the 1970s should, 
however, prevent further decline in the economic status of the aged. 
The economic status of millions of the Nation's elderly has a negative 
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impact on their health status, and it severely limits -their access to 
needed medical care without turning to public assistance programs. 

The Burden of Chronic Illness and Disability 
Although it is difficult to be precise about the numbers and kinds of 

persons needing medical and social services, the chronically ill and 
disabled utilize these services far more than those who do not suffer 
with such problems. Among the elderly in 1970, 5 percent were 
residents of institutions, and millions suffer from chronic illness and 
disability. In 1975 almost half of the noninstutionalized elderly were 
limited in their activities because of chronic conditions, including 17 
percent who were unable to carry on their major activity. Activity 
limitation is far more common (56 percent) for those 75 years of age 
and over, in contrast to those 65 to 74 years of age (42 percent) 
(Kovar, 1977). It is also more common among the poor. Those age 65 
and over who are poor had 46.6 days of limited activity per year, 
compared with 31.2 days for the nonpoor aged. 

The problem of those age 75 and older are of particular importance, 
because this group bears a high burden of illness and disability. They 
are often poor and without family or other social support systems. 
Indeed, one-half of the residents of long term care facilities are age 80 
or older; the great majority (68 percent) have family incomes of less 
than $3,000 annually, and most are widowed or never married. 

We have previously summarized the impact of chronic illness on the 
elderly as follows: 

The impact of this illness burden on the quality of life of the aged is 
enormous. Over 1 million are in nursing homes, over 3.8 million are 
unable to carry on their normal activities, and at least 11 million are 
limited in their activities. The problems increase with advancing 
age. Illness and disability are cited as the major reason that those 
sixty-five and over are unable to work. Not only do illness and 
disability restrict the earning capacity of the aged, but the costs of 
medical care drive many to a state of impoverishment. Poor health is 
a significant factor in accentuating and deepening the poverty of the 
aged; in tum, their poverty contributes to their poor health and 
disability. High medical care costs for the aged reflect their growing 
numbers, their disproportionate burden of illness, the increasing 
percentage who are seventy-five years old and older, and the 
devastating effect of price inflation during the past fifteen years (Lee 
and Estes, 1979, p. 101). 
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The Health Care Needs of the Aged and Their Use of Health Ser
vices 

The added burden of chronic illness and disability among the aged is 
also reflected in data on the use of health services. In 1975 the aged 
saw physicians 50 percent more often than did those under 65, and 
they had twice as many hospital stays per capita and remained in the 
hospital almost twice as long as younger persons. Still, over 80 percent 
reported no hospitalization during the year, and over 13 percent did 
not consult a physician. Wide variations exist in the utilization of 
medical care by the aged with particular chronic conditions. For 
example, only 43 percent of the elderly reported to have arthritis had 
seen a physician about this condition during the year, while 80 percent 
of the aged with diabetes mellitus, hypertension, and heart disease had 
done so (Kovar, 1977). 

The Impact of Rising Health Care Costs on the Aged 
The cost of health care is rising in all industrial societies, and the 

percentage of the Gross National Product allocated to health services 
in more developed countries has essentially doubled in recent decades. 
Older people are particularly concerned about the rapid and continued 
increase in the cost of medical care, because it is imposing an 
increasing financial burden on them. In the decade from 1966 to 1976, 
per capita health expenditures for the elderly rose from $455 to $1,521 
annually (Paringer, et al., 1979). Although the most rapid increase was 
in hospital and physician services (table 4, appendix II) that are 
covered in part by Medicare, direct out-of-pocket costs rose rapidly 
because of the cost of prescription drugs, payment of physician fees 
not covered by Medicare, Medicare (Part B) premiums, Medicare 
copayments and deductibles, private health insurance premiums, and 
long term care services. In 1966 direct out-of-pocket costs for medical 
care for the aged were $237 annually. In 1976 they had risen to $404 
annually (table 4, appendix 11). In aggregate terms, direct out-of
pocket expenditures for medical care essentially doubled, rising from 
$4.38 billion in 1960 to $8.71 billion in 1975. 

The cost of prescription drugs presents a special problem for the 
aged. Although the elderly comprise only about 10 percent of the 
population, they bear the cost of roughly 25 percent of all out-of
hospital drug expenditures-expenses that most older people must 
meet by out-of-pocket spending. In 1975 the average drug bill for the 
elderly was more than four times the average drug expense for 
individuals under 19 years of age and almost two-and-one-half times 
the bill for persons age 19 to 64. 

Current health expenditure data reveal that drugs represent one of 
the largest out-of-pocket medical expenses for the aged. In 1976 per 
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capita drug expenditures for the elderly were $121 annually. More 
important than the per capita expenditures is the fact that because of 
their burden of illness and disability, 10 percent of the aged account for 
more than 40 percent of all prescription drug charges for the aged. In 
addition to the problem of direct cost to. the aged, it has been 
suggested that improving access of the aged to appropriate drug use
especially out-of-hospital-can minimize more costly physician visits 
and hospitalization, as well as limit needless illness and disability. 

It was hoped at the time of Medicare's enactment that private health 
insurance would respond and fill the gaps and permit a better 
distribution of the costs of care. This hope has .not been realized. 
Private health insurance pays for only about 5.4 percent of the costs of 
personal health care for the aged. Since 1966, private health insurance 
has never met more than 5.9 percent of the annual costs of health care 
for the aged. This does not appear to be a viable alternative for the 
aged to meet the costs imposed by Medicare's gaps. 

Health Care for the Aged: The Growing Role of the Federal 
Government 

Medicare 
Medicare is the largest and the most important program designed to 

provide the aged with access to needed medical care and protection 
against the high costs of care. Medicare provides protection against 
hospital costs (Part A) and physicians' services (Part B). Medicare's 
hospital insurance program pays almost all of the costs of inpatient 
hospital care through the first 60 days with a modest deductible ($180 
at 1980 rates). After 60 days, the patient must pay $45 per day in 
coinsurance for each day of care. The Medicare hospital insurance 
(Part A) is financed through a special social security trust fund 
supported by an earmarked tax on employers and employees. For the 
aged requiring care in a Skilled Nursing Facility, coinsurance is $22.50 
per day from the 21st to the 100th day. 

The Supplementary Medical Insurance (Part B) is much less 
satisfactory in terms of protection. The ageq person must pay a 
monthly premium ($8.70 per month, rising to $9.60 in July 1,980) plus 
an annual deductible ($60 in 1980) if any medical bills are incurred and 
20 percent coinsurance for all "reasonable charges" when. the 
physician accepts assignment of the bill to the government. Because of 
the increasing number of physicians who are billing the patients 
directly rather than the government, at charges well above those that 
Medicare considers "reasonable," the elderly are forced to pay more 
and more out of pocket as physicians' fees increase: For the aged not 
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covered by social security, the monthly premium for hospital insur
ance (Part A) is $69. This will rise to $79 per month on July 1, 1980. 

In 1976, 5.1 million aged had much of their inpatient hospital care 
costs covered oy Medicare and 12.7 million elderly had a portion of 
their physicians' and related services covered by Part B of Medicare. 
Total Medicare costs were $17.73 billion in fiscal year 1976 and $20.77 
billion in 1977, $24:6-billion in 1978, and $28.9 billion in 1979. 

The implementation of Medicare and Medicaid in 1966 was 
followed by a dramatic increase in the use of hospital services, but 
little or no increase in the use of physicians' services outside the 
hospital by the aged. Indeed, the average number of physician contacts 
by persons aged 65 and over, excluding contacts while a patient is in a 
hospital, nursing, or other institution, has remained at approximately 
6.6 visits per year from 1965 through 1975. There was an increase in 
the use ofphysicians' services by the poor aged and a decrease by the 
nonpoor aged. Hospital utilization, by contrast, increased sharply 
during the first year (1966-1967) that Medicare was implemented. The 
hospital discharge rate increased 4.6 to 7.4 percent, average length of 
stay by 4.1 to 7.8 percent, and days of care per 1,000 elderly by 8.9 to 
16.0 percent. Since then, the increase in the number of patients 
discharged and the decrease in the average length of stay have tended 
to cancel out each other so that the number of days ofhospital care per 
1,000 elderly people has not increased substantially (U.S. Department 
of Health, Education, and Welfare, 1977). 

Surgical rates have increased dramatically since the advent of 
Medicare. In 1965 there were 6,554 operations for every 100,000 
people aged 65 and over; in 1975 there were 15,482 operations, an 
increase of 1Q5 percent. Cataract surgery more than doubled, from 525 
to 1,115 operations per 100,000 elderly, and arthroplasty increased 
from 49 to 145 operations per 100,000 elderly people. Use of 
prescription drugs has increased even more rapidly during this period. 

Although, as noted, utilization of physicians' services outside the 
hospital has not increased, costs have escalated because physicians 
have raised prices at a rapid rate during the past decade. Further, more 
and more physicians refuse to accept "assignment" of the Medicare 
bill, choosing instead to bill the patient at a price well above the limits 
that Medicare will pay physicians who accept assignment of their bill 
for Medicare. Consequently, the older person often bears the total cost 
of such services because the red tape and level of sophistication 
required to obtain reimbursement often prevent the older person from 
seeking the partial reimbursement to which he or she is entitled. 

Medicare policy is basically set at the Federal level, without State 
discretion. However, a locus of discretion within the State lies with 
the fiscal intermediaries which set the reimbursement levels for the 
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State. There is an additional consideration with regard to Medicare. 
State policy choices as to Medicaid buying-in provisions can have 
major impacts on Medicare expenditures by reflecting the numbers of 
those actually covered by Medicare (Davis and Schoen, 1978). 

Medicare expenditures have been predominantly for. hospital and 
physicians' services. In 1977, 60 percent of all health outlays in the 
Federal budget were for Medicare (Gibson and Fisher, 1979). Concern 
has long been expressed about the rising costs of the Medicare 
program and the failure of attempts to control these cost increases 
(U.S. Comptroller General, 1976). Medicare expenditures continue to 
rise rapidly. 1 

Two factors contributing to the increase in Medicare expenditures 
are rapidly increasing hospital costs and the growth in enrollment of 
disabled persons and those with end-stage renal disease that followed 
the 1972 amendments (Gibson and Fisher, 1979). Conversely, Medi
care contributed to the spiraling costs of health care (Davis, 1973). 
Concern with increased hospital costs has stimulated a number of 
proposals directed toward placing limits on allowing cost increases for 
Medicare and Medicaid. At the same time, various proposals have 
been made to extend the coverage of the Medicare program, e.g., 
outpatient drugs, hearing aids, routine physical exams, etc. (U.S. 
House of Representatives, Committee on Ways and Means, August 
1978). 

One significant effect of rising costs has been a rapid increase in the 
percentage of funds derived from Federal general revenues. For the 
Medicare program, general revenue contributions rose from 16.4 
percent in fiscal year 1974 to 26.4 percent in 1977. The rapid increase 
in the general revenues comes from the increase in Federal matching 
funds for premiums paid to the supplementary medical insurance trust 
fund (Gibson and Fisher, 1979, p. 16). As these expenditures rise, fewer 
funds are available to meet other needs, including those for long term 
care or other health care services. 

The marked differences in the Medicare and Medicaid benefit 
structure account for the major differences in program expenditures. 
Medicare provides broad coverage for inpatient hospital (Part A) and 
generally adequate, but less comprehensive, coverage for physicians' 
services. Long term care benefits are, however, limited. 

Medicaid 
Medicaid is the federally assisted, State administered program that 

pays for basic medical care for the poor who are aged, blind, or 
disabled (and eligible for Supplemental Security income-SSI) or who 
are members of families with dependent children ( eligible for Aid to 
Families with Dependent Children-AFDC). Medicaid currently 
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provides some assistance in paying medical bills for over 21 million 
poor people. Most of them are children, but 18 percent are over 65 
years of age and the payments to providers for their medical care 
account for 38 percent of Medicaid expenditures. This is due to the 
disproportionate burden of chronic illness and disability borne by the 
aged and the high cost of hospital and nursing home care. 

A major limitation in the Medicaid program is the existence of wide 
State variations in coverage, in terms of both services offered and 
program eligibility. States have the discretion to limit coverage to the 
categorically needy (excluding the "medically needy" option) and to 
provide only 6 basic services out of a possible 23 services. The 
problems of elderly poor resulting from this State discretion include 
the lack of uniformity among Medicaid programs and the limited 
range of services provided in many States. As fiscal limitations extend 
themselves at State and local levels, even the bare minimum eligibility 
and scope of services standards are likely to be reduced. 

The Rising Cost of Medicaid 
Medicaid is the largest Federal-State social program. A review of 

the literature pertaining to Medicaid reveals, however, not only the 
enormous complexity of the program, but also, and more important, 
the lack of comprehensive understanding among policymakers, includ
ing Governors and State legislative leaders, fiscal managers, and even 
agency administrators. For example, a recent major investigation of 
Medicaid concluded that the program is perhaps the least understood 
of all Federal aid programs (Holahan and Scanlon, 1977). 

A number of factors have contributed to the rapid increase in the 
cost of the Medicaid program. During the period from 1968 to 1976 
Medicaid expenditures rose from $3.5 billion to $14 billion. During this 
time the number of Medicaid eligibles more than doubled-from 11.5 
million to 24 million. The number of aged eligible for Medicaid has 
risen more slowly-from 1.5 million in 1970 to 2 million in 1976. If 
there had been no increase in the number of recipients, Medicaid costs 
would have been $6.6 billion in 1976 (Urban Systems Research and 
Engineering, Inc., 1977). • 

The aged, and the fact that they bear such a heavy burden of disease 
and disability, have also contributed to the rising cost of Medicaid. In 
fiscal year 1978, total Medicaid expenditures were $17.8 billion, 
including Federal, State, and local government expenditures. Almost 
32 percent of Medicaid expenditures ($6.7 billion) were spent on 
medical care for the aged. Although the Medicaid eligible population 
declined slightly between 1976 and 1977, payments under the Medi
caid program continued to rise to a total of $16.8 billion, or a 14.1 
percent increase over FY 1976. Long term care services for the aged, 
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particularly for the Skilled Nursing Facility (SNF) and the Intermedi
ate Care Facility (ICF) constitute an increasing share of total Medicaid 
costs. 

A major factor in the emphasis that Medicaid policies have placed 
on long term institutional care for the aged, particularly SNF and ICF 
care, has been the limitations in the Medicare program. Medicare 
provides up to 100 days of SNF per benefit period, these days must be 
preceded by at least 3 days of hospitalization. Medicare expenditures 
actually represented only about 9 percent of Federal spending for 
nursing home care in fiscal 1977, and long term care represented only 
2 percent of total Medicare expenditures. 

Medicaid, by contrast, provides either SNF or ICF care services in 
every State. As a result, Medicaid paid a total of $6.2 billion in Federal 
and State funds for nursing home care of the aged and disabled in fiscal 
1978 (HCFA, Fall 1979) representing more than 50 percent of all 
public and private expenditures for such care and almost 38 percent of 
total Medicaid expenditures. In fiscal year 1974 Medicaid expenditures 
for ICF/SNF care exceeded those for inpatient hospital care. 
Although ICF care is an optional benefit, it is paid for in every 
participating State. In 19 States, nursing homes account for the bulk of 
Medicaid expenditures. Expenditures for ICF care now exceed 
expenditures for SNF care (rising from only 2.2 percent of total 
Medicaid expenditures in fiscal year 1969 to 22 percent in fiscal year 
1977. Below the level of ICF care is domiciliary or custodial care for 
which Supplemental Security Income payments to elderly beneficiar
ies are the main source of payment. 

Home-health services are authorized under both Medicare and 
Medicaid, but together these programs provide minimal funding for 
noninstitutional service. Medicare is the primary source of payment 
for home-health services. It provides coverage for home-health visits 
when they are preceded by a hospital inpatient stay of at least 3 days 
(Part A) and when they are ordered by a physician for patients who 
have not been hospitalized (Part B). In both cases, visits are limited to 
100 visits per calendar year. Both require that patients be homebound 
and in need of skilled care, and the services must be ordered by a 
physician. In 1977 Medicare expenditures for home-health services 
were $433 million, while Medicaid expenditures were $179 million for 
home health services. 

State discretionary policy is particularly important in relation to 
long term care services, because State officials have a number of 
options related to eligibility, scope, and duration of benefits, reim
bursement, standards of care, and utilization review. The result is a 
wide disparity among States in terms of long term care services 
provided. In fiscal year 1976, for example, State-level Medicaid 
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expenditures for long term care ranged from 66.6 percent of total 
Medicaid expenditures in Wyoming to only 19.3 percent in the District 
of Columbia. 

A particularly costly policy decision by the States may be the liberal 
coverage of ICFs. One major study suggests that since 1973 many 
States have °included Intermediate Care Facilities as a mandatory 
benefit, perceiving: these facilities to be a substitute for more costly 
Skilled Nursing Facility or inpatient hospital services (Holahan, 
Scanlon, and Spitz, 1977). However, savings effected through this 
substitution were outweighed by the fact that an increased number of 
eligible elderly whose health was not sufficiently impaired for care in a 
Skilled Nursing Facility or a hospital were not eligible for Intermedi
ate Care Facilities. 

The shift from State mental facilities to domiciliary facilities, 
boarding homes, and Intermediate Care Facilities has been observed in 
earlier studies (U.S. Senate, Special Committee on Aging, 1976; 
Pollack, 1974; Wolpert and Wolpert, 1976; Joe and Meltzer, 1976; 
Scull, 1976). Although some of these studies speculate on States' 
efforts to shift program costs to other Federal or Federal-State 
programs in order to lighten their own fiscal burden for long term care 
(Holahan, 1977), there is surprisingly little research to substantiate the 
role of State policy. There also is a lack of research pertaining to cross
funding source differences. 

The Fiscal Burden of Medicaid on State and Local Govemments 
The allocation of fiscal resP.onsibility among levels of government 

has been a major political issue since the inception of the Medicaid 
program (Advisory Commission on Intergovernmental Relations, 1968 
Report; Holahan and Scanlon, 1977; U.S. House of Representatives, 
Select Committee on Aging, 1977; Chulis, 1977; Feder and Holahan, 
1977). The fiscal impact of increasing Medicaid cost upon States has 
been substantiated in major congressional reports and studies since 
1968 (U.S. Senate, 1970; U.S. Comptroller General, 1976; Health Care 
Financing Administration, 1978; Advisory Commission on Intergo
vernmental Relations, 1968). Between the years 1970 and 1974, the 
increase in State Medicaid expenditures per capita far exceeded the 
growth in per capita income. One State, Texas, experienced almost 
three times the percentage growth in per capita program costs as in 
percentage growth of per capita income (Holahan, et al., 1977). Data 
for FY 1976-1977 show that for many States the growth in State 
Medicaid expenditures per capita continues to exceed the growth in 
per capita income. Of an eight-State sample studied by the Aging 
Policies Project, Florida and Pennsylvania Medicaid programs experi
enced more than three times the percentage growth in per capita 
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income; Missouri and Texas experienced about twice the percentage 
growth in Medicaid costs as in per capita income. Other States
Washington and Wisconsin-were able to hold their expenditures 
below the percentage growth in per capita income (Estes, et al., 1980). 

The shift in the financing burden resulting from Medicaid cutbacks 
imposed by State governments has been a source of Qoncern at the 
local level as well (Koppel and Clark, 1976). Although county 
governments' responsibilities for Medicaid financing are substantial in 
some States, the ability of counties to control expenditures in those 
States is limited. Research pertinent to Medicaid suggests that there is 
a perceived long-range crisis, not merely a cyclical one, in States' 
ability to support long term institutional care. In an examination of the 
effect of the 1974-1975 recession on health care programs, it was 
found that while there was a correlation between a State's degree of 
fiscal strain and Medicaid cutbacks, there were "no-strain" or 
"moderate strain" States, such as Texas, that also imposed cutbacks 
during this period (Holahan, et al., 1977). Cutbacks in Medicaid 
payments for long term care will have particularly serious conse
quences for the elderly poor. 

Controlling Medicaid Costs 
The literature is replete with studies pertaining to health care costs 

and expenditures (Gibson and Fisher, 1979; U.S. Comptroller General, 
1976; Cooper and Worthington, 1973). The studies most relevant to 
the Commission's interest are those of the Urban Institute which 
suggest that efforts to reduce Medicaid expenditures should address 
two exogenous sets of factors responsible for the growth in Medicaid 
expenditures: first, factors related to States' economy/fiscal condition; 
and, second, factors related to the substitution of medical care for 
social services and programs. These studies found that: 

• The number of Medicaid recipients is growing much faster than 
the population in general (e.g., Medicaid recipients increased by 26.6 
percent between 1972 and 1975, in comparison to a 2.4 percent 
increase in total population). This rapid growth in the Medicaid 
population was linked to the economic conditions (~.g., unemploy
ment, economic growth, inflation) in the States. 

• Medicaid has assumed the burden of providing needed services 
not related primarily to health care. The prime example is coverage of 
Intermediate Care Facilities. The lack of Federal subsidies for 
appropriate housing and social service programs for the aged has been 
cited as an explanation for the expansion of the nursing home sector 
under Medicaid. 

• State cutbacks in Medicaid programs between 1974 and 1975 
could not be attributed simply to fiscal strain. Instead, States were 
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responding to more than short term, fiscal crisis and .there was a 
perceived long range crisis in States' abilities to support long term 
care. 

In 1977, 14 States instituted some form of reduction or temporary 
cutback in their Medicaid programs, and a number of States have set 
limits on physician reimbursement rates substantially below those 
authorized under Medicare. Recent summaries of Medicaid cutbacks 
have highlighted three major approaches adopted by States to control 
costs: (1) increased limits and restrictions on optional and basic 
Medicaid services; (2) increased cost-sharing by patients for basic and 
optional services; and (3) lowered reimbursement fee levels for 
services to ambulatory patients (Davis and Schoen, 1978). 

A complex interaction between structural and policy variables 
affects a State's decision to adopt specific cost control measures; 
ultimately, however, political considerations are the most important 
(Holahan and Stuart, 1977). Stuart and Stockton (1973) have observed 
that most forms of utilization control are subject to severe shortcom
ings, including ambiguity of purpose, organizational inefficiencies, and 
the presence of undesirable or unanticipatfd side-effects. Holahan, 
Scanlon, and Spitz (1977) found that limitations on mandatory benefits 
and elimination of optional benefits were the major cost containment 
efforts characterizing selected States during the 1974-1975 recession. 
The point is that the Federal designation of mandatory and optional 
services assumes rationality. However, the consequence of such 
arbitrary categorization of Medicaid services in the context of States' 
perceived fiscal crisis may be quite contrary to any rational long term 
strategy. 

There is no definitive research on the most effective cost contain
ment approaches, but limitations on covered benefits under Medicaid 
have been the most frequently employed cost control measure used by 
States. It has been argued, however, that this not an effective cost 
containment strategy. For example, one likely consequence of restric
tions on physician visits is an increase in the use of hospital outpatient 
services, unless these are similarly restricted. In many cases, services 
rendered in outpatient departments are more costly than similar 
seryices in physicians' offices (Spitz and Holahan, 1977). 

The area of reimbursement is a critical policy area in providing 
incentives and/or disincentives for efficient management of the 
Medicaid program. Reimbursement schemes for inpatient, outpatient, 
physician services, and long term care facilities are enormously varied 
across States. Limitations on physician reimbursement are an attractive 
cost control measure for States and represent a key area of State 
discretionary power. While the options available to States for 
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controlling the level of physician fees are known, there are no 
certainties that the effects of such action will be desirable. 

Social Support and Social Services for the Aged 
Families, friends, voluntary associations, churches, and other institu

tions provide most of the social support systems and social services 
needed by the aged. This is particularly true of those in the upper and 
middle classes, who are not rendered poor by retirement and 
inadequate private pensions and social security retirement benefits. 

The Older Americans Act, enacted in 1965 but significantly 
modified in the 1970s, was originally designed to support the 
development of community services to meet the needs of all of the 
aged. Three programs-area planning and social services, nutrition, 
and multipurpose senior centers-are of potential importance in filling 
gaps in the continuum of long term care services. This potential has 
not been realized because appropriations for these Title III programs 
have been severely limited in relation to the needs, with total FY 1980 
appropriations for these and all other Older Americans Act programs 
approximately $600 million. A far larger program, Title XX (social 
services) of the Social Security Act, has also been of limited benefit to 
the aged. 

Title XX Services 
Title XX of the Social Security Act provides a range of social and 

health services to populations in need in the 50 States. Enacted in 1974 
as part of the new federalism strategy, Title XX (P.L. 93-647) 
consolidated two social services programs; provided the States broad 
discretion in achieving national goals; and set a limit on Federal 
matching funds. That restriction was to limit severely future program 
growth. Estimated expenditures under Title XX in FY 1978 reached 
$3.7 billion, of which $2.5 billion was the approximate Federal share. 
In addition to goals which call for the maintenance of economic self
support and for self-sufficiency, Federal mandates seek to direct Title 
XX activities toward preventing or reducing inappropriate institution
al care by providing for community-based care, home-based care, or 
other forms of less intensive care (Feild, et al., 1978). Many Title XX' 
services have been conceived in more or less explicit terms as means to 
enhancing the long term care alternatives of particular vulnerable 
populations, including the aged and the handicapped young (Joe and 
Meltzer, 1976; Schram and Hurley, 1977). 

Title XX represented a significant break with former Federal 
categorical efforts to provide social and health St!rvices. Virtually all 
Federal services were eliminated, service eligibility guidelines were 
broadened, and the locus of policymaking was considerably decentral-
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ized. The result has been a special revenue sharing program in which 
States and localities have been given considerable discretion in 
defining service priorities and designating populations to receive 
servic~s (Gilbert, 1977; Gilbert, et al., 1979; Terrell, 1976). 

Considerable variations exist in Title XX programs. The maximum 
income levels, to which services are offered, as a percentage of State 
median incomes, varies greatly among the States. The State standards 
range from 60 percent to 115 percent. This means, for example, that in 
Texas only persons earning below 60 percent of the State .median 
income are eligible for services, while in California and Pennsylvania 
persons with incomes higher than the median may qualify. Five States 
use this standard for most or all services, while the others apply varied 
standards to different services. In addition, States vary in terms of the 
range of services to which this maximum is applied. 

States vary as well in terms of the nature and mix of the services that 
they deliver under Title XX (Gilbert, et al., 1979). A 1976 taxonomy 
prepared for the Department of Health, Education, and Welfare 
reported 1,313 services being provided under this title and suggested 
41 categories be used to group them for reporting purposes. Within 
this list are at least 14 service categories that have important 
implications for long term care. Virtually all of these service 
categories have implications for the disadvantaged. 

The extent of State-level Title XX commitments to specific services 
has changed in important ways in the past several years. For example, 
total expenditures for home-based services increased by more than 
$100 million between FY 1976 and FY 1978, an increase of 26.4 
percent in 3 years. By contrast, expenditures for health services 
dropped by $55 million or 36:1 percent. Adult day care and 
home/congregate meals both grew modestly, or by around 6 percent. 
Fee patterns are also changing-States in FY 1968 were setting fees at 
lower levels of median income than in FY 1976. States also are starting 
to let localities set fee levels below State maximums, especially in 
State-supervised systems. These factor~ affect the poor most adversely. 
Data from the Urban Institute also suggest that administrative costs of 
services have been increasing both in absolute terms and as a 
percentage of total expenditures. With a ceiling operative on Title XX 
expenditures, this has meant reduced -services (Feild, et al., 1978). For 
States whose spending has approached their ceiling, defined by their 
share of the "capped" Federal apprppriation, providing the same level 
of services or managing demands for more services has been an 
increasing problem, despite the recent modest increase in the ceiling. 

The existence of th~ $2.5 billion (now $2.9, billion) annual ceiling on 
Title XX expenditures has provided incentives to States to devise 
means to generate or tap other funds .to support services, to be 
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increasingly selective in and to cut back services included in their State 
plans. The resource limitations and service selection issues appear to 
be closely related (Millar, et al., 1977). States have made and are 
continuing to make policy adjustments that are likely to ha_ve a 
significant impact for the disadvantaged both on service provision and 
on the growth of other Federal programs. The result clearly seems to 
have been diminished Federal control over State social services 
programs. 

Several State strategies for coping with an increasing demand for 
services have been identified (Millar, et al., 1977). These strategies are 
used in various ways by different States and include ending program 
expansion, reordering service priorities, changing client groups served, 
reducing services to absorb administrative costs, and using other 
funding sources. Of particular relevance to Federal health policymak
ers, Millar's work (1977) suggests that intertitle transfers are a major 
strategy utilized by States under conditions of fiscal restraint and that 
increased Federal spending, particularly under Medicaid, is a likely 
consequence. 

The Older Americans Act 
Title III of the Older Americans Act provides a range of social and 

health services to older persons in the 50 States. Considerable 
variations exist in Title III service emphasis. Among the range of 
services offered under Title Ill, three are most directly related to 
health care: home-health, day care, and medical services. 

In addition to broad options and service emphasis, States have 
considerable discretion in defining the population criteria by which 
funds are allocated to local areas and in specifying segments of the 
elderly population that receive service priority (Binstock and Levin, 
1976). While the Older Americans Act defines eligibility for services as 
universal for all elderly, debate has continued regarding the value of 
concentrating the limited resources of Title III on those elderly 
persons most in need, especially the poor and frail. Since these groups 
are the most likely to require long term care services, State and local 
policy choices regarding targeting of services and populations have 
important consequences for the delivery of health-related services to 
the most disadvantaged. 

Research by the Aging Policies Project, University of California, 
San Francisco (Benjamin, et al., 1978), reveals that in most States 
allocation of funds to the planning and service (broad local) areas 
conforms closely to the distribution of elderly within the State; in 
about half of the States allocations conform also to the spread of low
income elderly. Along with the geographical all~cations of funds to 
substate areas, State Units on Aging also develop State policy 
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., 
regarding groups to be targeted by local services. Some have policies_ 
that direct area agencies to give priority to isolated, frail, and at-risk 
elderly. Others emphasize targeting to low-income elderly without 
qualification. 

Income Support for the Aged 
The most important Federal programs for the aged are those 

providing income and financial support. Social security has become 
increasingly important as the mainstay of retirement income for the 
vast majority of the Nation's elderly. This has been particularly 
important because of the mandatory retirement policies of govern
ment, business and industry, and because of the inadequacy of private 
pensions. Almost 16 million retired workers received social security 
retirement benefits in 1977, and without it 60 percent of elderly 
families would be poor (Ball, 1978; Lee and Estes, 1979). Even with 
social security benefits, over 4.9 million aged (30.6 percent) are poor 
by government standards. The number is reduced to 3.9 million (35.5 
percent) when other government programs, such as Supplementary 
Security Income (SSI) are added. Although these figures appear 
impressive, the relative financial status of the aged, 9ompared with the 
financial status of those under 65, has changed very little in 25 years 
(Clark, et al., 1978). 

The SSI program is important in long term care, because it is a 
source of income for the aged poor and because of its relationship to 
Medicaid eligibility and domiciliary care. The law provides automatic 
Medicaid eligibility for SSI beneficiaries (aged, blind, and disabled) 
unless States adopt more stringent standards based on their 1972 
Medicaid eligibility. The result has been that 28 States make Medicaid 
eligibility automatic for all persons eligible for SSI; 7 States use SSI 
criteria in determining eligibility but require separate applications for 
Medicaid; and 15 States use different criteria in determining eligibility 
and require separate applications. The lack of coordination between 
SSI and Medicare has tremendously complicated the administration of 
Medicaid eligibility for the aged, blind, and disabled. And it is the 
beneficiaries who suffer. The law also permits States to provide 
additional payments to SSI beneficiaries to cover the costs of 
congregate housing or domiciliary care. Because States vary in their 
coverage of institutional settings (both the types and numbers of 
categories) and in the levels of supplementation, SSI policies may 
affect Medicaid caseloads and expenditures, as ~ :l' as the develop
ment of particular segments of long term _9are services. 

Currently 34 States supplement the Federal minimum payment for 
persons residing. in congregate or protective living arrangements, 
arrangements including board and care homes, personal care facilities, 
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and facilities for the mentally retarded. If the State elects the Social 
Security Administration to administer the program, the State supple
ment may be limited to a flat amount above the Federal payment, 
based on variants in living arrangements and geographic areas. 

The overlap between the SSI population· in general and those 
residing in medically reimbursed facilities (i.e., Skilled Nursing 
Facilities, Intermediate Care Facilities) has not been well documented, 
but evidence suggests that many residents of SSI domiciliary facilities 
are similar in number and in kinds of diagnoses to residents in more 
medically oriented facilities like skilled nursing homes. The SSI 
populations, while having similar chronic conditions and health 
maintenance needs, appear to be more functionally independent. 
However, the line between SSI and Medicaid populations is not well 
drawn and the ultimate place of residence-SNF, ICF, or other 
domiciliary care facility-may be governed as much by funding source 
as by medical or other considerations. 

Although it is next to impossible to obtain complete data on how 
much Federal and State SSI money is spent on domiciliary care, a 
recent Social Security Administration estimate places the total figure 
at approximately $300 million annually, of which $120 million was 
Federal and $180 million State supplementation. States supplement a 
uniform minimum at different levels according to State discretion. 
States also develop their own categories of living arrangements within 
broad Federal guidelines, paying different amounts for various living 
arrangements. 

The Policy Process and Interest Group Influence 
An important element in the failure of domestic social programs, 

including those affecting health, is the role and influence that pluralism 
in American politics provides for special interests in the enactment and 
implementation of legislation. The ambiguous mandates in much 
legislation permit continued special interest influence in all processes 
of program implementation. Pluralist theory holds that competition of 
multiple special interests results in policies and priorities that are in the 
national interest. We do not agree. We find the observations of David 
Broder, one of America's most distinguished political reporters, far 
more accurate. Broder observed: "There is no •free market' in the 
political influence game. Some interests are far more powerful than 
others, so powerful that they can almost rig the game to assure a 
favorable outcome to themselves" (Broder, 1972). The dominance of 
special interest and interest group bargaining in determining social 
policies has had important consequences for the aged and for health 
policies. 
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The decentralization of responsibility, with broad discretion in 
program implementation provided to States and localities in Medicaid, 
Title XX, and other new federalism programs, has meant that choices 
concerning program priorities, service emphasis, and eligibility often 
occur in the less v:isible implementation processes, rather than in the 
more visible (and more publicly accountable) legislative processes. 
This permits the interest groups to exert their influence at every step of 
the implementation process, and it tends to hide the facts of power 
from those over whom it is exercised. 

The particular consequences of this policy process are most severe 
for the disadvantaged of all ages because the health, income, and social 
services policies that affect them most are variably determined within 
the States, and significantly conditioned by State and local political 
and economic vicissitudes .. More important, it will be difficult to track 
the effects of the multiple, changing, and variable discretionary State 
policy choices in cost containment and program cutback efforts across 
the States. Further, their effects on the disadvantaged are likely to be 
most severe because of their relative powerlessness in the policy 
process just described. 

Creating a ·continuum of Effort 
Responsibility for the pursuit of health and for care of the ill is a 

cooperative venture involving government, the health professions, 
business and industry, voluntary health organizations, and, particular
ly, families and individuals. The health of the aged, no less than that of 
the young and middle-aged, is dependent on how well the various 
groups work together toward agreed~upon goals. Although emphasis 
has been placed on the role of medicine and the role of government in 
health care, it is individuals and families who are primarily responsible 
for health promotion and who treat from two-thirds to three-quarters 
of all episodes of illness and injury in the United States. The aged, 
perhaps because of their frequency of symptoms, are very much a part 
of this self-care system. 

At an individual level, choices relating to health revolve around 
efforts to remove personal or behavioral barriers to health-smoking, 
drinking, reckless driving, physical inactivity, improper diet, and poor 
sanitary or hygiene habits. These issues are variously labeled as 
lifestyle problems, behavioral problems, and individual problems. 
They are individual problems, however, only if the individual alone 
can solve them. In most cases individuals need help in solving these 
problems, because they have their genesis in social, economic, and 
cultural patterns, rather than purely in the behavior of the individual. 
Individuals need information and skills; they need protection from 
environmental hazards; they need incentives and resources in order to 
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alter their behavior. Most of all, they need the freedom to act in what 
they consider to be their own best interest. 

At a governmental level, policy choices revolve around attempts to 
remove social and environmental barriers to health-poverty, unem
ployment, lack of educational opportunities, poqr, nutrition, enviro~
mental and occupational hazards, unequal access to health care, and 
the high cost of health care. In an icleal sense government should be 
involved in doing for individuals only what they cannot do for 
themselves. 

Practicing health professionals, particularly physicians, sit at mid
point on this continuum. Once an individual decides to seek advice for 
a health problem, the threshpld is crossed into th~ health care system. 
It is then the physician who has to deal with the symptoms, diseases, 
and ~sociated problems that the individual decides require skilled 
professional management. Physicians cannot, however, limit their 
activities to care of the sick. They must carefully examine the role of 
medicine and its emphasis on disease, acute care, modern hospitals, and 
advanced technology, as well as on professional and financial rewards 
for nonprimary care practitioners. Why has medicine accorded a low 
priority to health care services, particularly long term care, needed by 
the aged and dis~bled? Why does medicine give lower status to 
professionals who provide primary care and work in long term care 
institutions? 

Medicine's view of its function have a profound impact on the views 
and actions of society. Medical care generally 'is equated with 
improved health and well-being. More and more resources are being 
invested in its development. The number of social and behavioral 
disorders that are included within the jurisdiction cff medicine and its 
practitioners is increasing, lending support to the claim that American 
society is being medicalized. As a result of the policies that flow from 
this perspective, aging is being medicalized with extremely negative 
consequences, both for the aged and for the costs of health care. The 
deleterious results of this policy emphasis have been: (1) a failure to 
deal with the basic income, housing, and nonmedical social support 
needs of the aged that might prevent, delay, or reduce the need for 
medical services; (2) high costs, ,which have had a major impact on 
public expenditures at the State and Federal levels, thereby limiting 
the availability of funds for other needs; and (3) gross inequities among 
States in eligibility for services and in the scope and duration of 
services provided. 

Prospects for the Future 
Policies affecting health care for the aged and other disadvantaged 

groups reflect the values of the medical profession and the profession's 
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influence on public policy. Medicare emphasizes acute care, particular
ly hospital care. The systems of reimbursing physicians and hospitals 
have had a major impact on rising medical care costs, and they are 
increasingly pricing the aged and the poor out of the mainstream of 
medical care. Meaicaid policies, because the' poor are accorded a low 
priority, have been left largely in the hands of the States, thus creating 
great inequities in access to and quality of services. 

Long term care has been medicalized, because this was the only 
avenue open to support the development of needed services. In the 
process, however, long term care has been accorded a low priority, 
because physicians and hospitals find it less prestigious and economi
cally rewarding than acute care. Institutional care has been empha
sized at the expense of community and home care services. Nursing 
homes have been required to perform multiple functions-custodial 
care, acute illness care, rehabilitation, chronic care, and terminal 
care-without the resources to perform these tasks. Alternative 
policies for income maintenance and housing have not been adequately 
considered, because the medical model has been so dominant and so 
costly. 

This case study of health policy and the aged illustrates the 
vulnerability of the aged and other disadvantaged groups to the 
capriciousness and complexity of current Federal health policies. 
These public {>Olicies have serious consequences for society's disad
vantaged becaus!! of their emphasis on State discretionary policies, the 
role of the individ_ual, and the private sector. 

In this environpent of inflation and perceived fiscal crisis, we expect 
an exacerpation 0f the already existing and serious inequities among 
States in the eHgibility and scope of services available to the most 
disadvantaged. 

What is. called for is a major reexamination of Federal and Federal
State policies affecting the health. and social needs of the disadvan
taged. Of major importance are income maintenance, housing, medical 
care, and social services policies. A basic question that must be asked is 
whether or not particular health policy goals and priorities (e.g., those 
affecting the most disadvantaged) s4ould be national in determination 
rather than largely at the sufferance of State or local politics. A 
systematic examination of the many State policies affecting the 
delivery of medical care for the poor and long term care services for 
the aged is required in order to determine what the current "national" 
policies are and to define the alternatives and options. The goals of 
such studies should be to distinguish those responsibilities that are 
logically State and local in nature from those that are so significant and 
moral in impact that they require definitive national policy. 

251 



ACHIEVING EQUITY OF ACCESS TO THE 
AMERICAN HEALTH CARE SYS·TEM: AN 
EMPIRICAL LOOK AT TARGET GROUPS 

Lu Ann Aday* 

Introduction 
"Is there equity in the American health care system?" In particular, 

are women, the poor, ethnic minorities, and the handicapped able to 
obtain medical care when they need it? This is a central question to be 
addressed by this conference. Understanding the current profile of 
needs and access for these groups should permit better-informed 
solutions to the particular problems they may encounter in gaining 
entry to the American health care system. 

The discussion that follows draws on the findings from a 1976 
national survey of access to medical care to examine the existing 
patterns of care for many of these and other groups in an effort to 
provide empirical input for decisionmaking concerning who should be 
the special focus of any efforts to insure a more equitable system of 
health care delivery in this country. 

Statement of the Problem 
In a framework for the study of access to medical care developed by 

the Center for Health Administration Studies at the University of 
Chicago, access is defined as "those dimensions which describe the 
potential and actual entry of a given population group to the health 
care delivery system" (Aday et al., 1980). Characteristics of the 
delivery system itself, such as the availability and distribution of health 
care providers and facilities, for example, and chara~teristics of the 
population itself, such as their age, health status, whether or not they 
are insured or have a regular source of medical care, reflect the 
probable or potential levels of access to medical care while utilization 
and satisfaction measures may be considered indicators of actual or 
realized access to services. 

A special case of access which is of particular interest is the 
problems people experience in obtaining care once a need is perceived. 
The greatest "equity" of access is said to exist when need, rather than 
structural or other individual ch!racteristics, determines who gains 
entry to the health care system. To the extent that having a family 
doctor, insurance coverage, or actual utilization is a function of the 
person's general physical health or of particular presenting complaints, 
then an "equitable" system of health resource allocation is said to exist. 

• Senior Research Associate, Center for Health Administration Studies, University of Chicago. The 
original research on which this paper was based was supported by a grant from The Robert Wood 
Johnson Foundation (Princeton, New Jersey) and contract HRA 230-76-0096 from the National 
Center for Health Services Research {Hyattsville, Maryland). 
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Inequity is suggested, however, if services are distributed on the 'basis 
of demographic variables such as race, family income, or place of 
residence. 

In the findings to be presented here potential and realized access 
indicators for different age, sex, race, income, and residence groupings 
will be exam1µed, adjusting for the variant needs of each so that the 
inequity due to other population or health care system characteristics 
can be more clearly identified. The number of severely handicapped 
individuals available for analysis in this data set are quite small. Hence, 
they are not singled out for discussion here. They could, however, be 
expected to be concentrated among the elderly and low-income 
groups for which findings are presented. 

Before presenting the recent national survey data on the access 
profiles for these groups, however, a summary of the literature 
describing the historical patterns of variation by age, sex, race, income, 
and residence will be examined. 

Age 
In general, the relationship between the volume of physician visits 

and age is best described as "U-shaped." Old people and the very 
young tend to use the most services. The elderly tend to have a higher 
prevalence of chronic diseases and the young a greater tendency to 
have care for general preventive reasons or in response to acute illness 
episodes. The U-shaped use curve for physician visits is reversed for 
dental care, how.ever, with the youngest and oldest groups least likely 
to see a dentist (Aday and Eichhorn, 1972). There is evidence on many 
dimensions of care that the elderly tend to be less dissatisfied than 

"Jt 
young people, however (Andersen, et al., 1971). 

Medicare, enacted in the mid-1960s, is credited with substantially 
increasing the access of the elderly to the health care system. There is 
evidence, however, that the Medicare program, because of its 
emphasis on deductibles and coinsurance has worked more to the 
advantage of the middle-or high-income than the low-income elderly, 
for whom financial barriers still exist (Davis and Reynolds, 1975; 
Aday, et al., 1980). Some services required by the elderly, such as 
drugs, dental care, and eyeglasses, for example, are still not covered by 
Medicare. While a greater proportion of the elderly's total medical 
care expenses are paid by third parties, the per capita out-of-pocket 
expenditures may still be higher tha,n those of other age groups (Health 
Resources Administration, 1978). 

Sex 
As with age, variations in access to care by sex have in large 

measure been attributed to variant types of need for care on the part of 
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males and females. Women have traditionally been more likely to have 
a regular source of medical care than have men. This is due primarily 
to women's need for obstetrical services during the childbearing years. 
(Eight percent of the women in the 1976 national study with a regular 
source of care reported it to be an obstetrician-gynecologist specialist.) 
Women have also tended to be higher utilizers of dental services than 
males. Levels of satisfaction with the health care in: :general they 
receive have not usually varied in a strong or consistent way for males 
compared to females (Aday and Eichhorn, 1972; Aday, et al., 1980). 

There is a great deal of discussion in the current literature 
concerning how the different sex roles for males and females in this 
society give rise to variant types and levels of illness for men and 
women, however (Nathanson, 1975; Nathanson, 1977; Verbrugge, 
1976), and that the design of programs to insure the most equitable 
access to care for each should take into account the unique health care 
needs and roles they play, respectively, in the social structure (Lewis, 
1976; Waldron, 1976). 

Income 
In the past, high-income people had much better rates of potential 

and realized access to medical care than did the poor. There is 
evidence that this gap has narrowed considerably over the past 25 
years-particularly in terms of overall physician contact rates and the 
use of services when the need arises (Bice, et al., 1972; Wilson, et al., 
1977). The literature shows that substantial gaps between the poor and 
nonpoor still exist for dental care, however (Aday, ·et al., 1980), and 
that many of the mental health care needs of the poor may be unmet 
(Rosen, 1977). Further, concern is expressed that the "marginal poor" 
may not be able to afford to purchase insurance on their own but are 
not poor enough to qualify for the income-eligibility-based Medicaid 
program (Skinner, et al., 1978). The low-income continue to be 
substantial utilizers of hospital outpatient departments and emergency 
rooms for primary medical care needs (Salon and Rigg, 1972) and 
increasing concern is being expressed about the necessity for new 
modes for the organizing and integrating of the care provided in low
income neighborhoods (Dutton; 1978; Okada and Sparer, 1976a; 
Okada and Wan, 1978; Orso, 1979). 

Race 
As with income, many of the traditional inequities by race seem to 

have disappeared over the past 25 years. Whereas, in the past 
nonwhites were much less likely to have seen a doctor in the year than 
were whites, now there appear to be no differences in the rates they 
seek care when the need arises. Dental access differentials remain 
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substantial, however (Aday, et al., 1980; Garcia and Juarez, 1978; 
Okada and Sparer, 1976b; Okada and Wan, 1979). There is evidence 
also that pockets of inequities exist for minorities in certain regions of 
the country-the rural South, for example (Greene et al., 1979; Greene 
and Salber, 1979;,•.Miners, et al., 1978). As with low-income people, 
increasing attention is being directed to new models of health service 
delivery' organization to improve the access of racial and ethnic 
minority groups (Cotterill and Eisenberg, 1979; Dutton, 1979; Hola
han, 1975; Okada and Sparer, 1976a). 

Residence 
In the past, rural farm residents have generally had the lowest rates 

of realized access for physician and dental services compared to urban 
dwellers or people who lived in rural areas, but not on farms. They 
may be more likely than city residents to identify a place they would 
go to for care should the need arise, but they also have to travel long 
distances or wait a long time before being seen once there. The 
proportion of rural i'arm people with insurance coverage has also 
tended to be low, compared to others (Aday and Eichhorn, 1972; 
Kennedy, 1979). 

Urban inner-city residents are another group which has traditionally 
experienced problems in obtaining convenient, high quality, reason
ably priced care when they need it. The problems noted earlier for 
low-income and ethnic minorities with respect to having a routine and 
appropriate po!IJt of entry to the health care delivery system reflect 
the focus of health care reorganization policy efforts at the present 
time for inner-c!ty areas as well (Skinner, et al., 1977). 

The preceding overview provides an idea of the traditional profile 
of access to medical care for selected ·age, sex, race, income, and 
residential groupings. In the analyses that follow, the recent national 
data on the variation that persists for these groups, controlling for need 
and other inequitable factors, will be examined. 

The Data 
The primary data set on which the findings to be presented are 

based is a household survey of the United States population conducted 
in late 1975 and early 1976 by the Center for Health Administration 
Studies and the National Opinion Research Center (CHAS-NORC), 
the University of Chicago. / 

The 1975-76 study is the fifth in a series of national household 
surveys of health care utilization and expenditures conducted by the 
Center for Health Administration Studies. The previous four sur
veys-in 1953, .1958, i964, and 1971-emphasized estimates·offamilies' 
total health care experiences and costs while the most recent study 
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concerned individuals' access to the health care system and problems 
they encountered in obtaining care when they needed it. 

In the 1975-76 study, interviews were conducted in 5;432 house
holds representing the noninstitutionalized population of the United 
States. A random adult and child under 17 years of age (if one lived in 
the household) were selected from each household, yielding a sample 
of 7,787 individuals. The overall response rate for the survey was 85 
percent. In addition to a probability sample of the noninstitutionalized 
population, there was also supplementary sampling of persons experi
encing episodes of illness, non-SMSA southern blacks and Spanish 
heritage persons living in the Southwestern States. These groups were 
thought to have special problems of access and, hence, oversampling 
was done to insure that a sufficient number of cases would be available 
for analysis. All of the tables reported here are based on weighted 
distributions to correct for the oversampling of these groups and to 
allow estimates to be made for the total noninstitutionalized population 
of the United States. The sampling errors associated with estimates for 
the minority samples are, in some cases, still quite high, however. 
Sampling (standard) errors are, therefore, reported in the tables so that 
the data can be more appropriately interpreted. In general, in 
discussing the findings, differences that are equal to or greater than at 
least two standard errors of the difference between the groups being 
compared (i.e.,-p-~·.05 that-difference occurred by chance) are 
emphasized.1 

Multiple Classification Analysis (MCA) was used in analyzing the 
findings reported here (Andrews, et al., 1973). MCA is similar to 
dummy variable regression except that deviations are expressed for 
each category of the predictor (independent) variable as a deviation 
from the grand mean of the dependent variable. MCA is particularly 
useful when the predictor variables of interest are categoric and are 
intercorrelated (as is the case with the population characteristic 
breakdowns to be examined here). MCA permits the net effect of each 
predictor variable to be estimated, controlling for differences in other 
correlated variables in the model. Acljustments can be made for these 
nonmetric, categorical predictors and for metric (continuous, interval
level) covariates. In the analyses that follow, MCA is used to control 
for other equitable and inequitable factors that might account for 
differentials in the access scores for the subgroups being examined. 
The equitable factors refer primarily to need correlates. For all of the 
access measures examined, need measures were entered as metric 
-
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covariates to adjust for differences in the categorical predictors 
(population subgroups of interest) due to this equitable factor. 
Perceived health, the sample person's worry about his or her health, 
and a log transformation of the number of disability days experienced 
during the year, not including hospital days, were 'used for all except 
the dental access measure. For that indicator whether or not the 
person experienced a toothache or bleeding gums during the year were 
entered as the need correlates. Age and sex may also be considered 
"equitable" control variables because of their strong association with 
the need measures. Family income, race, place of residence, and 
structural factors, such as the average time people have to wait in a 
doctor's office before being seen or the cost to them of the visit, refer 
to inequitable system or individual characteristics that may ultimately 
impact upon access. Adjusted percentages for any particular subgroup 
in the tables presented reflect adjustments for all of the other 
(equitable and inequitable) factors shown in the table and the need 
measures detailed above. 

The betas reported in the tables measure the ability of a predictor to 
explain variation in the dependent variable after adjusting for the 
effects of the other predictors in the model. The betas indicate the 
relative importance of the various predictors. The R2 represents the 
proportion of variation in the dependent variable explained by the 
additive effects ofall the predictors in a particular model. 

Definitions of the variables used in the analysis are detailed below. 

Race 
Rural southenrl blacks are blacks who reside outside SMSAs but 

within the Southern States; the Spanish heritage, Southwest group were 
persons residing in the Southwestern States (Arizona, California, 
Colorado, New Mexico, and Texas) who had Spanish surnames or 
who were from families in which the head or spouse spoke Spanish as 
a child. Urban blacks are actually all other nonwhites besides those in 
the rural southern black group. A small proportion (around 2 percent) 
do not actually reside in urban areas. The majority whites are all those 
who are not in any of the other three racial groups. 

Poverty Level 
The poverty level cutting points were based on a table of "Poverty 

Cutoffs" for 1975, published in Current Population Reports, Series P-
60, No. 103 (September 1976), adjusted for family size, sex of the 
family head, and farm-nonfarm residence. The income levels provided 
in table 16 of that report were multiplied by 125 to include more of the 
marginal poor in the "poverty level" category. 
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Residence 
A rural farm resident is one who resides in a place described as a 

farm (based on Census definition as a guide) by interviewer and ·which 
is outside an SMSA or unincorporated area within an SMSA that is in 
a county in which more than 50 percent of the population is defined as 
rural by the Census. Rural non/arm people are residents of rural areas 
(defined above) who do not reside on farms. SMSA, central city 
residents live in the central cities of Standard Metropolitan Statistical 
Areas (SMSAs). SMSA, other urban dwellers are those who live in the 
suburbs of the SMSA. Non-SMSA urban refers to places that are not 
farms and which are in incorporated areas of 2,500 or more outside 
SMSAs. 

Regular Source of Medical Care 
Respondents were asked, "Is there one person or place in particular 

you usually go to when you are sick or want advice about your 
health?" Those respondents who said they had some place they usually 
went to for medical care were asked, "Is that a medical doctor, an 
osteopath, a chiropractor or what?" Respondents who reported they 
saw a medical doctor or osteopath were queried further: "Is there one 
doctor in particular you usually see at (PLACE)?" In 1976 respon
dents who said they used medical doctors (M.D.s) or osteopaths and 
said "yes" to the question concerning whether they saw "one doctor in 
particular" were characterized as having a "particulJtr doctor" care 
source. 

Persons who reported having a regular source of care were asked, 
"Where do you usually go-to a doctor's office, a clinic, a hospital or 
some other place?" The responses for a hospital (OPD or ER) are 
reported here. 

Respondents with a regular source of care were asked about how 
long they usually had to wait to see the doctor, once they got there. 
This referred to time he or she waited before seeing the doctor, 
including any time he/she waited in an examining room before the 
doctor came to see him/her. 

Insurance Coverage 
People were said to have private coverage if they reported that they 

bought a policy directly themselves or if health insurance was 
provided through place of work or other group membership (Grange, 
Farm Bureau, Medical Society, group retirement plan, etc.). Public 
coverage includes those who had either Medicaid, Medicare, or other 
reduced price form of care and no private coverage. The uninsured are 
those who had neither of these forms of coverage. 
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Doctor Visit in the Year 
A physician visit includes seeing either a medical doctor or 

osteopath or his nurse or technician at the following sites: patient's 
home; doctor's office or private clinic; hospital outpatient department 
or emergency room; industrial, school, camp, or college health 
service; or any other clinic such as a board of health clinic or 
neighborhood health center. The variable reported here refers to the 
proportion of the sample who did not have at least one contact of this 
kind with a physician during the survey year. 

Dentist Visit in the Vear 
Sample people were asked whether they had visited a dentist within 

the 12 months precedii1g the interview. This question was not asked 
about infants, however. 

Dissatisfaction with Most Recent Medical Visit 
People who had a visit to a physician within the survey year were 

asked how satisfied they were with various aspects of their most recent 
visit-completely, mostly, moderately, slightly, or not at all satisfied. 
People who were "completely" or "mostly" satisfied were character
ized as being "satisfied" with that aspect of the visit. All others were 
classified as being "dissatisfied." Satisfaction levels with the cost and 
office waiting time on that visit are reported here. Only people who 
paid something out-of-pocket for their most recent visit were asked 
how satisfied they were with the cost of that visit. Proxy respondents 
wr.o accompanied the sample person reported how satisfied they were 
with the care the person received during that visit to the doctor. 

Infants undetfl 1 year of age are not included in the analyses to 
follow. 

Find(ngs 
Tables 1-6 deal with indicators of potential access, especially the 

organization and financing factors which may impact on whether or 
not care is eventually sought. Tables 7-10 refer to both objective 
(utilization) and subjective (satisfaction) indicators of realized access. 

The statistical proc';!dure used described earlier-Multiple Classifi
cation Analysis-factors out the effect of the other variables identified 
in the table for any particular population group. For example, the 
estimates reported for race control for income differences among the 
respective racial groups as well as for any differences in their age and 
sex distributions and where they live. Other statistics reported in the 
tables provide information about how accurate and/or important the 
results for any given population characteristics-age, sex, race, etc.
may be in understanding its relationship to the .access indicator being 
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examined. The numbers in parentheses in the tables-the standard 
errors-indicate the range of accuracy for any particular access 
measure. Because of the inevitable errors associated with drawing a 
sample rather than interviewing the entire population or conducting a 
census to obtain information, it is more appropriate to specify a range 
of values for estimates obtained through a survey such as the one 
reported here. Any findings for the groups reported in the tables are 
then more accurately interpreted as the percentage figure plus or 
minus its sampling error, e.g., according to table 1, 14 percent ± 3.5 
percent, that is, from 10.5 percent to 17.5 percent of the Spanish 
heritage, Southwest group had no regular source of care. We can be 
confident that about two-thirds of the time the "true" value for this 
group falls within this range and 95 percent of the time the estimate 
would be contained in the range specified by two standard errors 
around the estimate, i.e., 14 percent ± 7.0 percent. Sampling errors 
can also be computed for the difference between two groups (e.g., 
poor and nonpoor) using the following formula: 

standard error standard error forl + {standard error forl 
of difference ( group I J group 2 J 

Ninety-five percent of the time groups would "truly" differ if the 
difference between them were equal to or greater than two standard 
errors of the difference. This is the criterion used in deciding which 
differences to emphasize in the discussion that follows. The betas 
shown in the tables indicate how important a particular characteristic 
is in influencing the access indicators after taking into account all the 
other characteristics in the table. A higher beta means the factor (e.g., 
age) is a more important determinant of that aspect of access than are 

R2those with lower values. The provides an indication of what 
percent of the variation in the access measure is explained by the 
factors looked at here. A low value means that other aspects may need 
to be taken into account in understanding what influences this 
particular type of access experience. 

In discussing the findings for tables 1 through 10, those factors 
which seem to be most associated with the access measure (have the 
highest betas) will be emphasized initially. Groups· with scores that 
differ at least two standard errors of the difference will be noted and 
the relative amount of variance explained by the variables considered 
here discussed. Other factors which it may be relevant to take into 
account in further analyses of this access dimension will be cited. 

According to table 1, age is the most important predictor, of the 
several considered here, of whether or not a person has an identifiable 
point of entry to the health care system. Young children are much 
more likely to have a regular place they go to for care than are young 
adults and those in the older-aged categories. As has been the case 
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traditionally, men are less likely to report one place or provider they 
usually go to for care than are women. 

Adjusting for other factors there appears to be no significant 
difference among the racial groups with respect to having a regular 
source of medical care or not. Income continues to be an important 
predictor of whether or not people have a place they can identify as 
one they gc>'io routinely when they need care, however. More poor 
than those whose incomes are above the poverty level do not have a 
regular medical provider. Residents of large urbanized SMSA areas 
are more likely to have no routine point of entry to the system
particularly compared to rural farm people. 

Only 5 percent of the variance in this indicator of potential access is 
explained by the model analyzed here, suggesting that other factors 
may help account for whether or not people have a regular source of 
care. Other analyses have suggested that whether or not a person has 
third-party insurance coverage is a particularly important determinant 
of whether they have a relationship with a regular medical care 
provider (Aday, et al., 1980). 

Table 2 looks at the impact of the various equitable and inequitable 
factors-for those who do have a regular source of care-on whether 
they usually see one particular doctor when they go. It is apparent that 
race is a particularly important determinant of the particular model of 
care people use routinely. Urban blacks are much less likely to have a 
relationship with a single family doctor. This effect exists independent 
of income differences among the respective racial groups. 

Though the elderly, as we saw earlier, may be less likely to have a 
regular source of care than the very young, once they do, they are 
more apt than are children to have a single physician they see when 
they go. There is no difference in the rates at which males and females 
see one doctor regularly when they go for care. There is a tendency 
for the poor and residents of SMSAs not to have a single provider as 
their regular source of medical care. 

Once again, only a small percent of the variance (5 percent) in this 
model is explained by the ~ariables considered here. 

Table 3 provides further detail on the profile of care for different 
target groups. Clearly the fact that such a large proportion of urban 
blacks use hospital emergency rooms and outpatient departments helps 
to explain the finding.in table 2 that they are not as apt to identify a 
single physician as their regular family doctor. Though not reported in 
this. particular table, around 1 percent of the U:S. population uses 
publicly-supported clinics as their regular source of medical care. The 
percentages are higher for minority groups-especially urban blacks 
and Spanish heritage persons in the Southwest, of whom 4 percent and 
5 percent, respectively, report using such facilities. The proportion of 
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majority whites using public clinics as a routine source ofprimary care 
is miniscule-fewer than 1 percent. 

Young children tend to use hospital emergency rooms more often 
than do the elderly. There are no significant differences in the rates at 
which men and women use this type of facility for routine medical 
care. Poor people and inner-city residents tend to make greater use of 
hospital ERs or OPDs than do the well-to-do or people who live 
outside the inner cities oflarge urban centers. 

Approximately 9 percent of the variance in where people routinely 
go for medical care is explained by the variable.s considered here. 

Where one lives appears to be the best predictor ofhow long people 
may have to wait for care (table 4). Even though, as we have seen 
earlier, inner-city residents are less likely to have a routine source of 
care, or if they do, it is more apt to be a hospital outpatient department 
or emergency room than is the case for people who live in rural areas, 
especially. It is this latter group that may still have the longest waits 
before getting in to see the physician. The large patient loads of rural 
solo providers and an informality about scheduling appointments in 
advance to see patients undoubtedly keeps account for this finding. 

The differences by age and sex are not statistically significant. The 
findings for rural residents and inner-city populations are mirrored in 
tlie waiting times reported by urban and rural southern blacks. Poor 
people, in general, average much longer waiting times than do the 
nonpoor. 

Much of the variance in this indicator remains unexplained. The 
relative variation among subgroups reported here does point to certain 
target populations, e.g., rural farm dwellers and rural southern blacks, 
who may be at a disadvantage, relative to others, in terms of the 
convenience they experience in obtaining care, however. Other 
analyses suggest that whether or not appointments are arranged in 
advance for a visit is an especially important determinant of how long 
people actually wait to be seen, once there, however (Aday et al., 
1980). 

Table 5 shows the groups which at the present time are most apt to 
have no form of third-party coverage. Family income continues to be a 
very strong predictor of whether or not a person has health insurance. 
Almost three times as many of the poor compared to the nonpoor have 
no form of coverage against the potentially high cost of illness. 

Even controlling for income differences, over one-fourth of the 
Spanish heritage population have no health insurance coverage. The 
relationship of residence to insurance coverage is not significant, 
controlling for other factors. The "universal" coverage provided the 
elderly by Medicare is reflected in the fact that no people 65 years or 
older are reportedly "uninsured." There are no significant differences, 
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controlling for other factors, in the insurance coverage status for niales 
and females. 

Around 10 percent of the variance in insurance coverage status is 
explained by the model examined here. Where one works and the 
nature of this employment are apt to be other important determinants 
of whether or not a person is insured, since, for many people, health 
insurance benefits are available through their job. 

As might be expected, income status is a good predictor of whether 
one has publicly subsidized insurance coverage benefits (Medicaid, 
Medicare, or other reduced price form of care) (table 6). Urban blacks 
ar~ more likely to have this form of coverage than are any of the other 
racial groups. 

Approximately 35 percent of people 65 and ,over have public 
coverage only-reflecting the importance of Medicare to this age 
group, which is less likely to purchase private health insurance on 
their own or to have it through their jobs, since such a large 
proportion of the elderly are, of course, retired or not working. There 
is no significant difference in the rates of public coverage reported by 
males and females nor by place of residence. 

Over 20 percent of the variance in this indicator is explained by the 
variables examined here. Age, race, and income are strong predictors 
of whether or not public third-party coverage is the primary source of 
protection against the potentially high cost of serious illness. 

Even adjusting for variant levels of need, it is apparent from table 7 
that young children are most likely of any age group to have seen a 
doctor at least once in the year. Males are much less likely than 
females to have seen a physician-as has generally been the case in the 
past. 

The noncontact rates for rural southern blacks, the Spanish heritage 
population, and the poor remain high-compared to other racial 
groups and the nonpoor. Though the income differential in access has 
certainly narrowed over time, some inequity does remain along this 
dimension. The proportion of the rural farm population not having 
seen a physician similarly is somewhat high compared to the national 
average. 

Fourteen percent of the variance in physician contact rates is 
accounted for by the factors considered in this model. 

As was suggested earlier in a review of the profiles of dental care for 
different age groups, it is the very young and the very old who have 
the lowest rates of dental contact (table 8-). Males continue to see a 
dentist less often than females. 

The dental noncontact rates is high for all minority groups 
compared to majority whites. Rural southern blacks in particular are 
much less likely to have seen a dentist at all in the year as have Spanish 
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heritage people residing in the Southwestern States. Income continues 
to be a strong predictor of whether or not dental care is sought and 
SMSA residents appear to more likely have seen a dentist in the year 
compared to those who live outside SMSAs. 

The variables examined here account for 11 percent of the variation 
in dental contact rates. 

The most important predictor of whether or not a person is satisfied 
with the out-of-pocket cost of medical care is, as we might expect, the 
cost of the visit itself (table 9). The level of dissatisfaction is more than 
twice as high for those who paid $25 or more for the visit compared to 
those who paid $10 or less. Poor people are also more dissatisfied than 
are the nonpoor. 

Parents of young children tend to be unhappier with what they have 
to pay for their care than is true for the other age groups. There is little 
or no systematic variation by sex. Nonwhites tend to be unhappier 
with the cost than are whites. 

Eight percent of the variance in satisfaction with the out-of-pocket 
cost of care is explained by the cost itself and the other factors 
examined here. 

People who have to wait more than half an hour before being seen 
by their doctor are much more dissatisfied than those who are able to 
see the provider in half an hour or less (table 10). 

As was the case with satisfaction levels for the cost of the recent 
visit, parents of young children tend to express more dissatisfaction 
about the time they had to wait to obtain care than is true for the 
elderly, for example. Urban blacks tend to be unhappier with the time 
they have to wait than are majority whites. 

The length of time the person waits to see the doctor and other 
factors considered in this model account for 12 percent of the variance 
in levels of satisfaction with this aspect of care. 

Summary and Conclusions 
The preceding analyses have presented data on how potential and 

realized access rates vary for selected age, sex, race, income, residence, 
and other target groups. Table 11 summarizes the results of the 
analyses reported in tables 1-10. 

What are the implications regarding current profiles of access that 
may be drawn from the findings reported here for these different 
groups? 

Age 
Age remains a good predictor of both potential and realized access 

rates. There are well-documented variations in the patterns of care, as 
one might expect, for the very old and the very young. Because the 
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elderly have been a special target of major health policy initiatives 
during the past 20 years via the Medicare program, let us focus on 
their access profiles in particular in the light of the data just presented. 

The elderly do not compare that unfavorably to the national 
average in terms of the proportion of them that report having a regular 
source of medical care. Around 11 percent (2 million elderly) do not. 
The fact that this number of elderly do not.have a regular place to go 
for care may still be interpreted as a problem, since this is a group 
which tends to require the services of a physician for illness-related 
care on a more regular basis than do the young. Most of the elderly 
who have some place they do usually go do have one doctor that 
usually sees them when they go. The vast majority of the elderly go to 
private doctors' offices rather than hospital outpatient departments or 
emergency rooms or public clinics. The impact of Medicare is 
reflected in the fact that almost no one 65 years of age or over is 
"uninsured," although more than a third of the elderly do report that 
Medicare is their only form of third-party coverage. About one-fifth of 
the elderly (over 4 million people) did not see a physician at all in the 
year. The number not seeing a dentist is much higher (almost 14 
million individuals), primarily reflecting the lower dental care need for 
this age group-particularly compared to young children 6-17 years 
of age. Levels of dissatisfaction expressed by the elderly tend to be 
somewhat lower than that registered by parents of young children 
about their child's health care, for example. 

In sum, the general access measures cited here do not suggest that 
there are substantial potential or realized access problems for the 
elderly at the present time. There are potential financial problems that 
result (especially for the elderly who are only covered by Medicare) 
from not being fully insured for some services that should be 
mentioned, even though they are not addressed directly in the general 
access findings reported here. 

While a greater proportion of the elderly's expenses are paid by 
third parties, their per capita out-of-pocket expenditures .are considera
bly higher than those of any other age group. This happens because 
their total expenditures are high and some services such as drugs, 
dental care, and many appliances, such as eyeglasses, are not covered 
by Medicare (Health Resources Administration, 1978). A related 
problem is the limited coverage of Medicare for long term illness .and 
nursing home care. Medicare currently limits coverage to 90 consecu
tive days in the hospital and nursing home coverage is provided for 
100 days, but only if preceded by a stay in an acute hospital. 
Consequently, it is possible for elderly persons with extended illnesses 
to exhaust Medicare, supplementary insurance coverage, and whatev
er personal reserves they have, and subsequently become dependent 
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on Medicaid and welfare. These financial problems, while not 
highlighted in this study, do indicate the need for supplementary third
party financing for catastrophic and long term cost of illness 
experienced by the elderly. 

Sex 
As has been the case traditionally, women are more likely to report 

having a regular source of care and higher physician and dentist 
contact rates in general. There are no substantial sex differences 
controlling for need and other factors for the other indicators 
examined here. 

Women do, however, have special health care needs associated with 
their childbearing responsibilities-prenatal care and gynecological
related screening for cervical and breast cancer, for example. Though 
the vast majority of women do see a physician during the first 3 
months of pregnancy, there is evidence that low-income women may 
still be less apt to do so. Further, though over half of the adult women 
in this country have a pap smear or breast examination at least once a 
year, low-income females and those who are poorly educated are less 
likely to have these (Aday et al., 1980). As noted earlier, there is also 
concern expressed that women may have to see more than one type of 
physician in order to have their total health care needs met (obstetri
cian-gynecologist in addition to an internist or GP, for example). 
These unique health care problems of women and their implications 
for the type and frequency of contacts with the health care system 
then should be taken into account in evaluating women's overall 
medical care access. 

Race 
The gaps between whites and nonwhites with respect to both 

potential and realized access indicators have narrowed considerably 
over the past 25 years. The preceding analyses suggest that racial 
inequities do persist along certain access dimensions, however, even 
when income differences are controlled. Urban blacks are much more 
likely than other groups to use hospital emergency rooms or outpatient 
departments as their regular source of care and, hence, much less 
likely to have a regular family doctor they would go to should the 
need arise. They and rural southern blacks tend to average long waits 
before being seen when they go for care. A large proportion of the 
Spanish heritage have no form of public or private coverage and a 
large num~er of urban blacks have only publicly subsidized health 
insurance (Medicaid, Medicare, or other reduced price form of care): 
The realized access rates for physician and dentist services remains 
low for the Spanish heritage and rural southern black population 
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groups in particular. Nonwhites tend to be more dissatisfied than 
whites with the cost of care and urban blacks are unhappier than 
majority whites with the average time they have to wait to see a 
doctor when they go. 

Income 
As with the race variable, though the access gaps by income have 

narrowed considerably, income remains an important determinant of 
whether or not a person does have a regular source of care, if so
what kind, whom they see there, and how long they may have to wait, 
on average, when they go; whether or not they are insured and how 
(public or private); whether or not they have actually seen a doctor 
and particularly a dentist in the year; and whether they are satisfied 
with the cost of their medical care. 

Residence 
Where one lives continues to influence one's potential and realized 

access rates. Inner-city residents, for example, make extensive use of 
hospital outpatient departments and emergency rooms as their regular 
source of medical care. Rural farm dwellers, who most often see GP 
solo practice providers, report particularly long waits at their regular 
source of care and low physician contact rates overall. In general, 
people who live in large urban centers (SMSAs) are more apt to have 
seen a dentist than those who reside in other areas. 

In summary, though many medical access inequities have narrowed, 
great possibilities would seem to exist through various health care 
reorganization strategies for continuing to improve the potential and 
realized access to general health care services. System reorganization 
approaches such as enrolling groups of individuals in Health Mainte
nance Organizations or converting the fragmented services of hospital 
outpatient departments to comprehensive, fam.ily centered group 
practice modeis could help to reduce the inconvenience and dissatis
faction which the poor and ethnic (especially urban and rural southern 
black) minorities now frequently experience in obtaining care through 
existing arrangements. Encouraging physicians and patients to set up 
appointment systems to reduce the queues for care in big city 
outpatient departments and overcrowded .solo general practitioners' 
offices in the rural South could bring about improvements·in access, as 
would efforts to insure that patients ~re able to have one provider they 
ca~ identify and relate to as their family doctor. 

Major financing initiatives (Medicare and Medicaid) have been 
credited with reducing many of the historical inequities-by race and 
inco~e in particular-over the past two decades. There is evidence 
that the relative status of certain groups could still be enhanced if more 
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universal third-party financing were available. Ethnic minont1es
especially the Spanish heritage population-have lower rates of third
party coverage than do the majority white population. Educational 
and occupational status differences help explain these differentials. 
Poorly educated ethnic minorities are less likely to be in jobs that 
provide such coverage. Further, the marginal working poor are still 
not "poor" enough to qualify for Medicaid. Special attention should, it 
seems, be devoted to those groups that "fall between the cracks" of 
existing third-party schemes in designing new Federal financing 
initiatives. There is evidence that financial barriers significantly affect 
individuals' potential and realized access and how satisfactory they 
consider their experience in obtaining care to be. Options which focus 
on prpviding coverage to those persons who currently have no 
protection against the potentially high cost of illness and the 
integration of these financing mechanisms with models of service 
delivery which attempt to contain the cost and insure the quality and 
convenience of care to consumers are needed to reduce the persisting 
inequity. 
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TABLE 1 
Potential Access Barriers: Percent With No Regular Source of 
Medical Care 
For Selected Target Groups 
Adjusted For Other Equitable and Inequitable Factorst-1976 

TARGET GROUPS PERCENT WITH NO REGULAR SOURCE 
OF MEDICAL CARE 

AGE 
1-5 years 4% (1.1) 
6.-17 8 (1.0) 
18-64 15 (0.6) 
65 and over 11 (1.3) 

BETA .12 
SEX 

Male 15 (0.6) 
Female 10 (0.6) 

BETA .08 
RACE 

Majority White 
Urban Black 

12 
14 

(0.6) 
(1.5) 

Rural Southern Black 
Spanish_ Heritage, Southwest 

12 
14 

(2.3) 
(3.5) 

BETA .02 
POVERTY LEVEL 

Nonpoor 
Poor 

BETA 

11 
17 

(0.5) 
(1.1) 

.08 
RESIDENCE 

SMSA, central city 
SMSA, other urban 
NonSMSA urban 
Rural nonfarm 
Rural farm 

BETA 

15 
13 
9 

10 
6 

(0.8) 
(0.8) 
(1.3) 
(1.0) 
(1.5) 

.08 

National Average
R2 

12% (0.5) 
.05 

t Scores for any particular group are adjusted for other target group characteristics. 
Equitable factors refer to age, sex and need. Inequitable factors are the other target 
group characteristics shown in the table. Numbers in parentheses are the standard 
errors of these estimates. 
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TABLE 2 
Potential Access Barriers: Percent With Regular Source of Medical 
Care Who Do Not See Particular Doctor 
For Selected Target Groups 
Adjusted For Other Equitable and Inequitable Factorst-1976 

TARGET GROUPS PERCENT WITH REGULAR SOURCE OF 
MEDICAL CARE WHO DO NOT 

SEE PARTICULAR DOCTOR 

AGE 
1-5 years 
6-17 
18-64 
65 and over 

11% 
9 
9 
4 

(1.5) 
(1.0) 
(0.6) 
(0.9) 

BETA .06 
SEX 

Male 10 (0.6) 
Female 9 (0.6) 

BETA .02 
RACE 

Majority White 
Urban Black 
Rural Southern Black 
Spanish Heritage, Southwest 

7 
24 

6 
9 

(0.5) 
(2.2) 
(1.7) 
(3.5) 

BETA .16 
POVERTY LEVEL 

Nonpoor 
Poor 

8 
11 

(0.5) 
(0.8) 

BETA .04 
RESIDENCE 

SMSA, central city 
SMSA, other urban 
NonSMSA urban 
Rural nonfarm 

11 
10 
7 
7 

(0.8) 
(0.8) 
(0.9) 
(0.8) 

Rural farm 
BETA 

6 (1.5) 
.06 

National Average
R2 

9% (0.5) 
.05 

t Scores for any particular group are adjusted for other target group characteristics. 
Equitable factors refer to age, sex and need. Inequitable factors are the other target 
group characteristics shown in the table. Numbers in parentheses are the standard 
errors of these estimates. 
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TABLE 3 
Potential Access Barriers: Percent Who Use Hospital Emergency 
Room Or Outpatient Department As Regular Source of Care 
For Selected Target Groups 
Adjusted For Other Equitable and Inequitable Factorst-1976 

TARGET GROUPS PERCENT WHO USE HOSPITAL 
EMERGENCY ROOM OR OUTPATIENT 

DEPARTMENT AS REGULAR 
SOURCE OF CARE 

AGE 
1-5 years 9% (1.5) 
6-17 7 (0.8) 
18-64 7 (0.5) 
65 and over 5 (1.1) 

BETA .04 
SEX 

Male 8 (0.8) 
Female 6 (0.5) 

BETA .03 
RACE 

Majority White 5 (0.5) 
Urban Black 26 (2.9) 
Rural Southern Black 6 (1.7) 
Spanish Heritage, Southwest 4 (2.4) 

BETA .23 
POVERTY LEVEL 

Nonpoor 6 (0.5) 
Poor 11 (1.0) 

BETA .08, 
RESIDENCE 

SMSA, central city 10 (1.0) 
SMSA, other urban 6 (0.6) 
NonSMSA urban 5 (0.9) 
Rural nonfarm 7 (0.8)~ Rural farm 5 (1.5)-... BETA .07 

i 
National Average 7% (0.4)i "R2 .09 

t Scores for any particular group are adjusted for other target group characteristics. 
Equitable factors refer to age, sex and need. Inequitable factors are the other target 
group characteristics shown in the table. Numbers in parentheses are the standard 
errors of these estimates. 
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TABLE 4 
Potential Access Barriers: Percent Who Wait More Than 30 Minutes In 
Office To See Regular Source Of Care 
For Selected Target Groups 
Adjusted For Other Equitable and Inequitable Factorst-1976 

TARGET GROUPS ,PERCENT WHO WAIT MORE THAN 30 
• MINUTES IN OFFICE TO SEE 

REGULAR SOURCE OF CARE 

AGE 
1-5 years 30% (2.3) 
6-17 37 (1.7) 
18-64 
65 and over 

BETA 

37 
35 

(1.0) 
(2.4) 

.04 
SEX 

Male 
Female 

BETA 

35 
37 

(1.3) 
(1.0) 

.02 
RACE 

Majority White 35 (1.0) 
Urban Black 
Rural Southern Black 
Spanish Heritage, Southwest 

BETA 

40 
44 
34 

(3.3) 
(3.8) 
(5.4) .. 

.04 
POVERTY LEVEL 

.Nonpoor 
Poor 

BETA 

35 
42 

(0.8) 
(1.7) 

.06 
RESIDENCE 

SMSA, central city 
SMSA, other urban 
NonSMSA urban 

32 
32 
43 

(1.6) 
(1.2) 
(2.1) 

Rural nonfarm 40 (1.7) 
Rural farm 

BETA 
47 (3.4) 

.11 

National Average
R2 

36% (0.8) 
.03 

t Scores for any particular group are adjusted for other target group characteristics .. 
Equitable factors refer to age, sex and need. Inequitable factors are the other target 
group characteristics shown in the table. Numbers in parentheses are the standard 
errors of these estimates. 

274 



TABLE 5 
Potential Access Barriers: Percent With No Insurance Coverage 
For Selected Target Groups 
Adjusted For Other Equitable and Inequitable Factorst-1976 

TARGET GROUPS PERCENT WITH NO INSURANCE 
.. i-' 

AGE 
1-5 years 
6-17 
18-64 
65 and over 

BETA 
SEX 

Male 
Female 

BETA 
RACE 

Majority White 
Urban Black 
Rural Southern Black 
Spanish Heritage, Southwest 

BETA 
POVERTY LEVEL 

Nonpoor l.. 

Poor 
BETA 

RESIDENCE 
SMSA, central city 
SMSA, other urban 
NonSMSA urban 
Rural nonfarm 
Rural farm 

BETA 

National Average 
R2 

COVERAGE • 

13% (1.5) 
11 (1.0) 
13 ' (0.6) 
0 (0.0) 

.12 

15 (0.6) 
11 (0.6) 

.00 

10 (0.6) 
12 (1.5) 
11 (2.3) 
28 (5.4) 

.11 

8 (0.5) 
23 (1.2) 

.19 

12 (0.8) 
10 (0.8) 
8 (1.3) 

12 (1.0) 
14 (2.0) 

.05 

11% (0.5) 
.08 

t Scores for any particular group are adjusted for other target group characteristics. 
Equitable factors refer to age, sex and need. Inequitable factors are the other target 
group characteristics shown in the table. Numbers in parentheses are the standard 
errors of these estimates. 
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TABLE 6 
Potential Access Barriers: Percent With Public Insurance Coverage 
Only 
For Selected Target Groups 
Adjusted For Other Equitable and Inequitable Factorst-1976 

TARGET GROUPS PERCENT WITH PUBLIC INSURANCE 
COVERAGE ONLY 

AGE 
1-5 years 
6-17 
18-64 
65 and over 

BETA 
SEX 

Male 
Female 

BETA 
RACE 

Majority White 
Urban Black 
Rural Southern Black 
Spanish Heritage, Southwest 

BETA 
POVERTY LEVEL 

Nonpoor 
Poor 

BETA 
RESIDENCE 

SMSA, central city 
SMSA, other urban 
NonSMSA urban 
Rural nonfarm 
Rural farm 

BETA 

National Average
R2 1 

12% (1.5) 
8 (1.0) 
6 (0.5) 

35 (2.0) 
.28 

10 (0.6) 
10 (0.6) 

.01 

9 (0.6) 
21 (2.0) 
12 (2;3). 
12 (3.5) 

.12 

6 (0.4) 
25 (1.2) 

.27 

10 (0.8) 
10 (0.8) 
8 (1.3) 

11 (1.0) 
8 (2.0) 

.03 

10% (0.5) 
.. 22 

t Scores for any particular group are adjusted for other target group characteristics. 
Equitable factors refer to age, sex and need. Inequitable factors are the other target 
group characteristics shown in the table. Numbers in parentheses are the standard 
errors of these estimates. 
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TABLE 7 
Realized Access (Utilization): Percent With No Doctor Visit in Year 
For Selected Target Groups 
Adjusted For Other Equitable and Inequitable Factorst-1976 

TARGET GROUPS PERCENT WITH NO DOCTOR VISIT 
1-= •' IN YEAR 

AGE 
1-5 years 13% (1.5) 
6-17 29 (1.6) 
18-64 24 (0.9) 
65 and over 22 (1.7) ,.J 

BETA .09 
SEX 

Male 28 (1.0) 
Female 21 (0.9) 

BETA .08 
RACE 

Majority White 24 (0.9) 
Urban Black 22 (2.0) 
Rural Southern Black 29 (3.0) 
Spanish Heritage, Southwest 30 (5.4) 

BETA .04 
POVERTY LEVEL 

Nonpoor 22 (0.6) 
Poor 30 (1.2) 

BETA .07 
RESIDENCE 

SMSA, central city 24 (1.2) 
SMSA, other urban 22 (1.1) 
NonSMSA urban 26 (1.9) 
Rural nonfarm 24 (1.5) 
Rural farm 30 (3.1) 

BETA .05 

National Average 24% (0.7)
R2 .14 

t Scores for any particular group are adjusted for other target group characteristics. 
Equitable factors refer to age, sex and need. Inequitable factors are the other target 
group characteristics shown in the table. Numbers in parentheses are the standard 
errors of these estimates. 
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TABLE 8 
Realized Access {.Utilization): Percent With No Dentist Visit In Year 
For Selected Target Groups 
Adjusted For Other Equitable and Inequitable Factorst-1976 

TARGET GROUPS PERCENT WITH NO DENTIST VISIT 

AGE 
1-5 years 
6-17 
18-64 
65 and over 

BETA 
SEX 

Male 
Female 

BETA 
RACE 

Majority White 
Urban Black 
Rural Southern Black 
Spanish Heritage, Southwest 

BETA 
POVERTY LEVEL 

Nonpoor 
Poor 

BETA 
RESIDENCE 

SMSA, central city 
SMSA, other urban 
NonSMSA urban 
Rural nonfarm 
Rural farm 

BETA 

National Average
R2 

" IN YEAR 

71% (2.3) 
36 (1.7) 
52 (1.1) 
64 (2.0) 

.20 

54 (1.1) 
48 (1.1) 

.06 

48 (1.1) 
62 (2.5) 
70 (3.5) 
65 14.6) 

.12 
~ 

48 (0.8) 
64 (1.3) 

.13 

47 (1.4) 
49 (1.4) 
54 (2.1) 
56 (1.7) 

6 (3.4) 
.07 

51% (0.8) 
.11 . 

t Scores for any particular group are adjusted for other target group characteristics. 
Equitable factors refer to age, sex and need. Inequitable factors are the other target 
group characteristics shown in the table. Numbers in parentheses are the standard 
errors of these estimates. 
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TABLE 9 
Realized Access {Satisfaction): Percent Dissatisfied With Cost Of 
Most Recent Medical Visit 
For Selected Target Groups 
Adjusted For Other Equitable and Inequitable Factorst-1976 

TARGET GROUPS PERCENT DISSATISFIED WITH COST 
OF MOST RECENT MEDICAL VISIT 

AGE 
1-5 years 
6-17 
18-64 
65 and over 

45% 
36 
36 
35 

(3.3) 
(2.4) 
(1.7) 
(3.2) 

BETA .06 
SEX 

Male 
Female 

36 
38 

(1.7) 
(1.3) 

BETA .02 
RACE 

Majority White 
Urban Black 
Rural Southern Black 

37 
40 
41 

(1.3) 
(5.4) 
(6.3) 

Spanish Heritage, Southwest 
BETA 

34 (8.6) 
.02 

POVERTY LEVEL 
Nonpoor 
Poor 

36 
45 

(1.3) 
(2.5) 

BETA .07 
OUT-OF-POCKET 
COST OF MOST 
RECENT MEDICAL 
VISIT 

$1-10 
$11-24 

26 
43 

(1.5) 
(1.7) 

$25 or more 
BETA 

58 (2.5) 
.25 

National Average 37% (1.0) 
R2 .08 

t Scores for any particular group are adjusted for other target group characteristics. 
Equitable factors refer to age, sex and need. Inequitable factors are the other target 
group characteristics shown in the table. Numbers iri ·parentheses are the standard 
errors of these estimates. 
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TABLE 10 
Realized Access (Satisfaction): Percent Dissatisfied With Office 
Waiting Time On Mpst Recent Medical Visit 
For Selected Target Groups 
Adjusted For Other Equitable and Inequitable Factorst-1976 

TARGET GROUPS PERCENT DISSATISFIED WITH OFFICE 
WAITING TIME ON MOST RECENT 

MEDICAL VISIT 

AGE 
1-5 years 33% (2.3) 
6-17- 26 (1.9) 
18-64 28 (1.2) 
65 and over 

BETA 
21 ,. (2.0) 

.06 
SEX 

Male 
Female 

26 
28 

(1.2) 
(1.2) 

BETA .02 
RACE 

Majority White 
Urban Black 

26 
34 

(0.9) 
(3.2) 

Rural Southern Black 
Spanish Heritage, Southwest 

BETA 

31 
28 

(4.7) 
(6.2) . 

.05 
POVERTY LEVEL 

Nonpoor 
Poor 

26 
29 

(0.9) 
(1.6) 

BETA .02 
OFFICE WAITING TIME 
ON MOST RECENT 
MEDICAL VISIT 

30 minutes or less 16 (0.9) 
More than 30 minutes 47 (1.7) 

BETA .33 

National Average 27% (0.7) 
R2 .12 

t Scores for any particular group are adjusted for other target group characteristics. 
Equitable factors refer to age, sex and need. Inequitable factors are the other target 
group characteristics shown in the table. Numbers in parentheses are the standard 
errors of these estimates. 
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TABLE 11 
Summary of Findings on Potential and Realized Access Indicators 
For Selected Target Groups* 

ACCESS TARGET GROUPS 
INDICATORS Poverty Resi-

Age Sex Race Level dence Other 
POTENTIAL 
Percent with no regular 
source of care + + 0 + + NA 
Percent with regular 
source of care who do 
not see particular doctor + 0 + + + NA 
Percent who use 
hospital emergency 
room or outpatient 
department as regular 
source of care + 0 + + + NA 
Percent who wait more 
than 30 minutes in office 
to see regular source 
of care 0 0 + + + NA 
Percent with no 
insurance coverage + 0 + + 0 NA 
Percent with public 
insurance coverage 
only + 0 + + 0 NA 

REALIZED 
Utlllzatlon 
Percent with no 
doctor visit in year + + + + + NA 
Percent with no 
dentist visit in year +. + + + + NA 
Satisfaction 
Percent dissatisfied 

+with cost of 
actualmost recent out-of-

medical visit + 0 + + NA pocket 

+ 
actual 

Percent dissatisfied 
with office waiting office
time on most recent waiting
medical visit + 0 + 0 NA time 

*Symbols in table may be interpreted as follows: 
+ Statistically significant relationship with access indicator 
0 No statistically significant relationship with access indicator 

NA Not applicable-not examined for particular access indicator 

These results assume that the findings for any particular target group control for the 
other characteristics listed and need (e.g., findings for racial groups adjust for age, 
sex, income, place of residence and health level differences among them). 
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ENDING DISCRIMINATION IN HEAL TH 
CARE: A DREAM DEFERRED 

Sylvia Drew Ivie* 

Introduction 
Discrimination against minorities in the health care. system is a 

problem with deep historical roots. Separate but "equal" facilities, 
thought by many to have vanished years ago, continue to be a problem 
today. Even the advent of major Federal health financing programs 
such as Medicare and Medicaid have failed to accomplish their stated 
purposes of bringing minorities, particularly the poor, into the 
mainstream of the American health care system. 

Forty-five million Americans still are without adequate access to 
health care.1 A disproportionately large number of these 45 million are 
minorities. Although frequently studied, little has been done to address 
this national disgrace. 

This paper is divided into three parts. The first section documents 
the health status of minorities, especially the gaps in health status 
between minorities and white Americans. The second section de
scribes the factors that have led to this unacceptable health status. The 
third section recommends a number of changes to improve minority 
health status, with special emphasis on the failure of the Federal 
Government to perform its legal obligations. 

Minority Health Status 

Birth and Infancy 
In America minority children have less chance of being "well born" 

and less chance of living a long life, free of disease and disability, than 
do white children. 

Decreases in infant mortality are taken as a sign, indeed almost a 
symbol, of how far the country has come in providing health care to 
all its people. But, unfortunately, that symbol is tarnished. There has 
been progress made in reducing minority infant mortality rates, but not 
nearly enough in a country which spends more money on health care 
than any other on earth. 

* Director, Nation·a1 Health Law Program r 
I gratefully acknowledge the invaluable assistance of my colleagues at the National Health Law 
Program, Geraldine Dallek, David Chavkin, and Lucien Wulsin in the revision of the initial draft of 
this paper. 
' "Are Neighborhood Centers Providing Services Efficiently and to the Most Needy?" Comptroller 
General Report to Congress (Wash., D.C.: GAO TRD-77-124, 1978. 
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Data indicate that the gap between white and black infant mortality 
rates has actually increased over the past 27 years.2 Black infants are 
nearly twice as likely to die before their first birthdays as white infants. 
The death rate in 1977 for black infants (23.6 per 1,000 live births) was 
nearly double that for white infants (12.3 per 1,000) and about the same 
as that for white infants 25 years ago. 3 

The inability of this Nation to address the issue of newborn minority 
deaths is nowhere more evident than in Washington, D.C. D.C. 
General is the city's poor people's hospital. Located in southeast 
Washington, it is the primary provider of care for poor blacks living in 
Wards 7 and 8, east of the Anacostia River. Fully three-quarters of the 
women delivering their babies at D.C. General have high-risk 
pregnancies. The hospital's infant death rate during 1977 and 1978 far 
exceeded (in one instance tripled) that of any other D.C. hospital; in 
these 2 years, one-quarter of the city's newborn babies who died had 
been born at D.C. General-almost all were black.4 

Across the Nation, in Oakland, California, an infant born of poor 
black parents in one section of the city is more than six times as likely 
to die as an infant born of well-to-do, white parents living only a few 
miles away in another part·ofthe city.5 

The high black infant mortality rates in Washington, D.C., and 
Oakland, California, are not aberrations-in every part of this Nation, 
black newborns die before they have a chance to live, at a rate far 
exceeding that of white newborns. 6 

Nor are blacks the only minority in America to suffer from high 
infant mortality rates. The second largest minority in America consists 
of persons of Spanish origin. There are cavernous gaps in the amount 
of health data available for this population and its subgroups (persons 
of Mexican, Puerto Rican, Cuban, Central or South American origin 
as well as "other Spanish," primarily from Europe).7 

Nevertheless, some studies and statistics, while not definitive, give 
credence to the fear that infant mortality among segments of the 
Hispanic community may be as high as in the black community. 

Nearly 1 in every 200 births in the United States occurs at Women's 
Hospital, a part of the Los Angeles County Public Hospital system. 
Eighty-five percent of the babies delivered at the hospital are 
2 Health. United States, 1979, DHEW Pub. No. (PHS) 80-1232, p. 12. 
• Id. 
• Susan Okie, "Keeping the Babies Alive," The Washington Post, June 18, 1980. 
• California Department of Health Services, Report to the Legislature Pursuant to House Resolution 
Number 70, Jan. 16, 1979, p. 92. 
• Health, U.S .. 1979, op. cit. pp. 92-93. 
7 There is no consensus over the proper name for persons in the United State of Spanish origin. See 
David E. Hayes - Bautista, "Identifying 'Hispanic' Populations: The Influence of Research 
Methodology Upon Public Policy," Amer. J. ofPublic Health, April 1980, Vol. 7, no. 9, pp. 353-56. 
For purposes of this report, the term Hispanic will be used to describe persons of Spanish origin from 
third-world countries. 
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Hispl:1-llic. In 1978 the perinatal mortality rate at the hospital was 
25/1,000 live births, nearly double the perinatal mortality rate for the 
State of California (14.2 per 1,000).8 Indeed, statewide, the infant 
mortality rate among the Hispanic population is higher than that of the 
population as a whole.9 

The infant mortality rate among the migrant population is 25 
percent higher than the national rate. One study of migrant workers in 
Wisconsin found that of the 145 women surveyed, 35 or 15 percent 
had experienced one or more children dying after birth.10 

In south Texas in 1970, 43 pecent of all "Mexican Americans" lived 
at or below the poverty level. A study by the University of Texas at 
Austin determined that 50 percent of the 2,000 children born in 
Brownsville in south Texas were born outside a hospital "without 
professionally supervised prenatal, child delivery, or postnatal care."11 

These children were poor and Hispanic. While no data was available 
on their health status, the researchers felt that the circumstances of 
their birth would be at least "partly responsible for infant deaths and 
birth-related defects of children in the area."12 

The past reductions in infant minority mortality have been promis
ing. Nevertheless, in this area, nonwhites still lag one whole generation 
behind whites, and minority infant death rates in America are triple the 
infant death rate of Sweden. We still have a long way to go, and the 
future looks more despairing than the past. The recent Supreme Court 
decision upholding the constitutionality of the Hyde Amendment, 
combined with the continued inability of poor minority women to 
obtain prenatal care and omnipresent State Medicaid cutbacks, hold 
little promise that, at least in the near future, all American children 
regardless of race or national origin will start off life with equal health. 

Minority Children 
As America entered its third century, one out of every four children 

in this country lived in poverty.13 During the 1960s the proportion of 
children in poverty declined, but since 1970 progress in this area has 
been halted.14 A disproportionate number of these poor children are 
minorities. In 1974 children in black families were three and a half 

• Nancy O'Donnell, Perinatal Regionalization Project, Testimony before the L.A. County Board of 
Supervisors, Nov. 30, 1979. 
• Chicano Health. Institute of Students, Professors and Alumni, The California Raza Health Plan, Oct. 
1979, p. 34. 
10 Doris Slesinger, Health Needs of Migrant Workers in Wisconsin, Dept. of Rural Sociology, 
University ofWisconsin-Extension, July, 1979. 
11 The Lyndon B. Johnson School ofPublic Affairs, The University ofTexas at Austin, The Health of 
Mexican-Americans in South Texas, 1919, p. 131 (hereafter cited as Health ofM.exican-Americans in 
South Texas). 
12 Ibid. p. 132. 
13 National Council of Organizations for Children and Youth, America's Children 1976: A 
Bicentennial Assessment, p. 15. 
" Ibid., p. 18. 
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times as likely to be officially poor as were white children; in that year 
41 percent of all black children lived in families below the official 
poverty standard.15 In 1970 Hispanic children were twice as likely to 
be officially poor as were white children.16 

And with poverty comes disease and death. Minority children 
between the ages of 1 and 4 die at a rate 70 percent higher than white 
children; between 5 and 9, minority children die at a rate 40 percent 
higher.17 Low birth weights substantially increase the likelihood of 
birth defects, including cerebral palsy and mental retardation. Minori
ty women are more than twice as likely to give birth to low birth 
weight children.18 One study has concluded that for every three 
infants who die, another two are born with such severe handicaps that 
institutionalization is required.19 

A just society provides every person with an equal opportunity to 
thrive. In the • area of health, America is failing to provide this 
opportunity to poor minority children. Minority children suffer from 
avoidable disease, lack access to health resources, and are far more 
likely than their white counterparts to enter adulthood in poor health. 

The nutritional status of children plays a dominant role in their 
overall health and development. Yet, one out of three black children 
have low hemoglobin levels and other nutritional deficiencies, a rate 
twice as high as that of white children. 20 While less data is available on 
the nutritional status of Hispanic children, one Texas study of migrant 
children found that they suffer from high rates of vitamin A, vitamin 
D, iron, and calcium deficiency.21 

Poor minority children grow in an environment which often places 
their health in jeopardy. The continued prevalence of lead poisoning is 
an indictment of this Nation's commitment to improve the conditions 
under which poor, particularly minority, children live. Every year, 
ingestion or inhalation of lead results in 300 to 400 deaths and mental 
retardation or central nervous system damage in 6,000 children. In 
neighborhoods with deteriorated housing, 25 percent of the children 
ages I to 6 have been found to have elevated lead levels in their blood 
and teeth. 22 

,. Ibid. 
1• Ibid. 
17 Children"s Defense Fund, Doctors and Dollars Are Not Enough, 1976, p. 9. 
1• DHEW, Health Status of Minorities and Low-Income Groups, 1980, Pub. No. (HRA} 79-625, pp. 
61-62. 
" Robert Goldenberg, M.D., "Infant Mortality: Handicapping Conditions in Alabama." Unpubl
ished manuscript, 1980, p. 3. 
•• Children's Defense Fund, op. cit., p. 10. 
21 Larson, Massiith, and Chase, a "Nutritional Status of Children of Mexican-American Migrant 
Families." Journal ofAmerican Dietetic Association, 1976, 29(6), pp. 675-84, as cited in Stanley Lopez 
Padilla, M.D., "Frequently Encountered Health Problems in the Raza Community," presented at the 
Second Annual California Raza Health Planning Conference, Sacramento, Ca., May 29-June I, 1980. 
22 DHEW, Healthy People, The Surgeon General's Report on Health Promotion and Disease 
Prevention, 1979. PHS Publication No. 79-55071, pp. 39-40. 
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Poverty-related problems-inadequate prenatal care, poor nutrition, 
and lead poisoning-lead to mental retardation among poor minority 
children. According to the American Academy of Pediatrics, three
quarters of the Nation's mentally retarded children live in slums.23 

The simplest and most effective means of protecting children from 
certain disease is to immunize them. Here, too, we are failing. During 
the last decade, immunization levels among young children have 
declined. As of 1978, 463,000 children had not received any DPT 
doses and nearly 1 million had not received polio vaccine doses. 
Minority children are immunized less than poor children, and while 
immunization levels have declined for all children, minority children 
have been most affected: less than half of nonwhite children between 
the ages of 15 and 19 were fully immunized for polio in 1974.24 

Nonwhite children continue to suffer from high rates of communica
ble disease. In an Hispanic community in California, children display 
four times as much amoebic dysentery, twice as much measles and 
mumps, and 1.4 times as much hepatitis as Anglo children.25 Of 
particular concern is the high level of tuberculosis among Hispanic 
children. According to the American Lung Association of Los 
Angeles, "perhaps the most revealing and serious indicator of the 
acute problem facing Hispanics in TB control is the number of 
reported cases in children 5 years old and under."26 

Upper respiratory diseases and otitis media (middle ear infections) 
appear to be particularly prevalent among Hispanic27 and Native 
American28 children. Untreated ear infections can and do lead to a 
high incidence of hearing disability among poor minority children. 

Particularly alarming is the low level of health found in migrant 
Hispanic children. A University of Texas at Galveston screening 
examination of migrant school children in Hidalgo, Texas, found that 
50 percent of the 465 children screened had dental problems, 26.5 
percent had ear problems, 18 percent had orthopedic problems, 13 
percent had disability delay, 14 percent had lice. Eighteen of the 
children had previously undetected thyroid problems, 31 had eye 
problems, and 44 had urinary difficulties. All told, 1,086 health 
problems were discovered in 465 children.29 It should be noted that 
these were children who were healthy enough to attend school. 
23 As cited in America's Children 1976, op. cit.,p. 41. 
24 Health, U.S., 1979 Ibid., p. 75. 
25 Children"s Defense Fund, Ibid. p. 10. 
26 American Lung Association of Los Angeles County, Tuberculosis Morbidity Report in the Hispanic 
Community Presented to the California Assembly Committee on Health, Nov. 7, 1979. 
27 San Francisco General Hospital, Division of Outpatient and Community Services, Family Health 
Center, Statistical Report, Reporting Period 10-1-79 to 12-31-79 as cited in Padilla, op. ciL 
"' Health, U.S., op. cit., p. 16. 
'" Health ofMexican-Americans in South Texas, p. 111. 
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Dental disease is a significant problem for all Americans, but the 
number of decayed, missing, and filled teeth among minority, 
especially black children, is increasing at a more rapid rate than those 
of white children.30 

Finally, the prevalence of drug and alcohol abuse among minority 
youth is unacceptably high by any standards. 

We have failed and are failing to produce the conditions under 
which minority children can grow healthy in mind and in body. 

Minority Adults 
The health status ofAmerican minorities does not improve with age: 

From infancy through childhood and into the adult years, minorities 
continue to suffer ill health well beyond what their numbers warrant. 
The difference in health status between whites and nonwhites is 
staggering. In 1977 a nonwhite adult was twice as likely to die from 
diabetes, more than three times as likely to die of hypertension, four 
times as likely to die of chronic kidney disease, 60 percent more likely 
to die of influenza or pneumonia, and five times as likely to die of 
tuberculosis as a white adult.31 

Minority women continue to die at an unacceptably high rate during 
pregnancy and birth. In 1975 the maternal mortality rate among 
minority women was more than triple the rate for white women.32 

This is not to say that no progress has been made in decreasing 
disease and disability among American minorities. For some diseases 
there has been a discernable decline in morbidity and mortality rates. 
But the gap between white and nonwhite remains and, in some 
instances, is widening. And that gap is filled with avoidable pain, 
disability, and death. 

Blacks 
Approximately 11 percent of the population is black. In 1976-77, 30 

percent ofblack families earned less than $5,000, and 29 percent earned 
less than $10,000.33 And, despite the promise of the "war on poverty," 
during the decade of the seventies, black family income fell relative to 
that ofwhites, from 60 percent of the white level in 1969 to 57 percent 
in 1979.34 

When the rates of eight major causes of death are compared for 
black and white populations, a vivid picture is drawn of the health 
status of black Americans. In seven of the eight diseases compared
disease of the heart, cerebrovascular disease, accidents, malignant 
30 DHEW, Health-.United States, 1978 Pub. No. (PHS) 78-1232, p. 30. 
31 Congressional Budget Office, Health Differentials Between White and Non-white Americans, 1977, p. 
5. 
32 Health Status ofMinorities, op. cit., pp. 39-40 . 
., Health, US., 1979, p. 5. 
34 "Resentment is Building in the Nation's Black Urban Ghettos," Time, June 16, 1980, p. 20. 
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neoplasms of digestive organs and peritoneum, homicide, malignant 
neoplasms of the respiratory system, and diabetes mellitus-blacks 
have significantly higher mortality rates. 35 

Suicide was the only one of the eight causes studied for which the 
white population had higher death rates than the black population. 
Ironically, this race differential has been steadily deci;-easing since 1950 
as more and more blacks take their own lives.38 

The stress of being black and poor in America is clearly evidenced 
in the prevalence of hypertensive disease among blacks. Hypertension 
(high blood pressure) is a risk factor of coronary heart disease and a 
causal agent in other serious, life-threatening diseases, such as kidney 
failure, stroke, and congestive heart failure. Blacks are nearly twice as 
likely to suffer from hypertension as whites, at all ages.37 

Similarly, blacks are more than twice as likely to die from diabetes 
as are whites.38 Equally as disturbing as the high incidence of 
hypertension and diabetes in the black population is the lack of care 
received for these two conditions. Both diseases if neglected lead to 
circulatory failure. At D.C. General Hospital in the District of 
Columbia, the most common operation performed on the overwhelm
ingly black patient population is amputation-a result of untreated 
diabetes and hypertension.30 

Not only do blacks suffer from a higher frequency of cancer, but 
their cancer is also diagnosed at a later stage. And, even when 
diagnosed at the same time, blacks have a lower survival rate.40 

Self-rated health is a strong predictor of subsequent mortality. As 
important, it provides information on what people feel about their lives 
and the circumstances under which they live. 

When asked, "compared to other persons your age, would you say 
your health is excellent, good, fair, or poor?" 60 percent more blacks 
than whites reported themselves in "fair" or "poor" health.41 

Another survey asked interviewees to indicate their general psycho
logical well-being. Here, too, dramatic differences were present. White 
men reported the highest level of well-being, with 70 percent having 
"positive" well-being. Black males and white females reported about 
the same level, with 54 percent and 58 percent respectively having 
"positive" scores. Black females reported not only the lowest level of 
"positive well-being," with 37 percent having positive scores, but 
35 Health, U.S., 1979, op. cit. pp. 12-15 . 
.. Id. 
37 Health Status ofMinorities. op. cit. pp. 100-4 . 
.. Ibid., pp. 105-6. 
•• Susan Okie, "D.C. General, Hospital Is Doctor, Druggist For Many Area Residents," Washington 
Post. June 15, 1980. 
•• Health Status ofMinorities. op. ciL p. 123. 
" Eleven percent of the white population reported fair to poor health compared to 19 percent of the 
black population, Health, U.S., 1979, op. cit., p. 21. 
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more than half reported moderate to severe levels of distress. Almost 
one-third of the black females showed a level of distress comparable to 
those reported by three-fourths of an independent sample of mental 
health patients.42 

The physical and psychological health- of black Americans provides 
a backdrop for judging the steadfastness of this country's comm.itment 
to right the wrongs of the past. That commitment has been found 
wanting. 

Hispanic 
The Hispanic population is the second largest and fastest growing 

minority in America. Like blacks, this minority too is poor: 19 percent 
are estimated to live in families with an income below $5,000, and an 
additional 33 percent in families with incomes between $5,000 and 
$10,000.43 Relatively little is known about the health status of the 
Hispanic population.44 Further, from the studies available, it is difficult 
to judge the true nature or extent of the health problems facing this 
population. As with infant Hispanic mortality statistics, however, 
recent studies, while not conclusive, tend to show that the level of 
disease and death is much higher than previously thought. 

Several studies indicate an Hispanic morbidity rate two to three 
times higher than the white rate. For example, the Hispanic area of 
e).st-northeast Los Angeles has over four times the rate of amoebic 
dysentery, more than twice the rate of measles, and 40 percent more 
hepatitis than found in the county as a whole.45 

Unquestionably, the Hispanic population suffers from an inordinate
ly high communicable disease rate. Approximately 20 percent of 
California's population is Hispanic. The State has the highest rate of 
tuberculosis and typhoid fever in the Nation, a rate which has been 
increasing since the early 1970s.46 

Other prominent communicable diseases prevalent in the Hispanic 
population include V.D., parasitism, salmonellosis, hepatitis, measles, 
and mumps.47 

Hispanic laborers suffer from poor health conditions specifically 
related to their employment. Working as agricultural laborers, gar
ment assemblers in sweatshop conditions, domestics, menial service 
workers, or as hourly laborers, many Hispanics are exposed to 

•• Debra Newquist, Mark Bergers, Karen Kohn, Charles Martinez, and Linda Burton, Prescription for 
Neglect: Experiences of Older Blacks and Mexican Americans with the American Health Care System 
(August 1979), Andrus Gerontology Center, University of Southern California. 
•• Health, U.S., 1979, op. cit. p. 5. 
" Much of the, health' statistics collected by Federal and State agencies categorizes Hispanics as 
white. 
•• California Raza Plan, op. cit., pp. 34-35. 
" "StaI~s Failing Health," Los Angeles Herald Examiner, Apr. 15, 1979. 
47 Raza Health Plan .. op. cit. p. 35. 
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disproportionately high risks of industrial accidents and diseases. 
These include pesticide poisoning or chronic backache from stooped 
labor in the fields, communicable diseases, and respiratory tract 
infections.48 

Migrant farmworkers, according to one California study, suffer 
from conditions such as epilepsy and 'mental retardation caused by lack 
of prenatal care and nutrition. Theyaexperience above-average rates of 
diphtheria, tuberculosis, hepatitis, diarrhea, heat stress, and respiratory 
infections. Women develop urinary problems from unsanitary field 
toilets and unsanitary field conditions. These poor working conditions 
have led to a lowered life expectancy of 49 years among migrant 
farmworkers. 49 

~esticide poisoning is an especially acute health problem for 
farmworkers. The Food and Drug Administration has estimated that 
as many as 90,000 farmworkers are injured each year from pesticide 
poisonings.50 

Of particular concern to the Hispanic community is the previously 
unrecognized prevalence of hypertension in the population. One San 
Francisco study of adult Hispanic patients found that 26 percent of 
Hispanics between 40 and 49 years clearly demonstrated hypertension 
and 12 percent were borderline hypertension. For Hispanics 60 years 
and older, 47 percent demonstrated hypertension and 16 percent were 
borderline.51 

Much work remains to be done before we will know how poverty 
and ethnicity affect the health status of the Hispanic population. 
However, the conditions under which Hispanics live-low-income, 
hazardous employment, poor education, inadequate housing, and the 
stress of being a minority in America-breed disease. It appears 
unlikely that this minority has escaped the health consequences of 
those conditions. 

American Indians 
There is no question that tremendous strides have been made in 

improving the health status of American Indians. Particularly encour
aging is the decline in infant and maternal mortality and certain 
communicable diseases. Nevertheless, the health status of this minority 
is still well below that of the rest of the population, and several health 
problems-including hypertension, obesity, alcoholism, and diabetes-

•• Jerry Weaver, National Health Policy and the Underserved, St. Louis, C.V. Mosby Co., 1976, p. 73. 
•• See, Geraldine Dallek, Health Care for California'.s Poor, Separate and Unequal (July 1979) p. 23 
available from Clearinghouse Review, no.28,202B, 500 North Michigan Avenue., Suite 2220, 
Chicago, Illinois 60611. 
.. James Pierre, "The Conditions of Farm Workers and Small Farmers in 1974" (Wash., D.C.: 
National Sharecroppers Fund, 1975) as cited in Lyndon B. Johnson School, op. cit. p. 110. 
51 Jo Ellen Brainin Rodriquez and Stanley Padilla, "An Analysis of an Urban Solo Family Practice." 
Unpublished manuscript in preparation for the Journal ofFamily Practice as cited in Padilla, op.,ciL 
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continue to undermine the gains which have been made. American 
Indians still experience excessive death rates from cirrhosis of the liver 
(associated with alcoholism) as well as pneumonia and influenza. In 
California an estimated 30 percent of Indians have diabetes. 52 Alcohol
ism is estimated in some parts of the State to affect 80 percent of Indian 
families. Nationally, the death rate from alcoholism among American 
Indians has risen in the last decade from 4.3 to 5.6 times as high as the 
rates for the total population. 53 

One area where no progress seems to have been made concerns the 
prevalence of mental illness among American Indians. The social stress 
and dislocation under which American Indians live is reflected not 
only in the high rate of alcoholism, but in the way they die-violently. 
In 1977 the age-adjusted homicide rate was 2.6 times that for the total 
U.S. population; the suicide rate was 2.2 times as high. Accidents also 
claim a disproportionate number of American Indians; the age-adjust
ed death rate for accidents among American Indians and Alaskan 
natives was 155.5 per 100,000 compared to 44.7 for the total U.S. 
population in 1977.54 

The fact that the disease rates among American Indian tribes has 
decreased in several instances must not mask the continued need of this 
minority. According to the National Center for Health Services 
Research, "The health status of American Indians and Alaskan 
Natives still lags 15-20 years behind that of the general population."55 

Fifteen to 20 years is a quarter of a lifetime. 

Minority Women 
Minority women suffer greater work-related disability and repro

ductive ill-health than white women. 
Major health disabilities of black women include hypertension, 

obesity, high rates of cervical and breast cancers, and common drug 
and alcohol d1endencies. Black women have a higher percentage of 
contraceptive operations (tubal ligations and hysterectomies) than 
other groups. Permanent contraceptive operations were performed on 
11.8 percent of black women compared to 4.9 percent for white 
women and 6.8 percent for other women.56 

Black women, who make up a majority of the domestic work force 
nationally, suffer from high rates of crippling arthritis and gout 
aggravated by domestic housework occupations in and out of the 
home.57 

52 Dallek, op. cit., p. 21. 
" Health, U.S., 1979, op. cir., p. 16. 
•• Id. 
" Id. 
" Women & Health Roundtable, Roundrable Report, vol. 2, no. 9, September 1978, p. 2. 
57 Ibid. 
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Black and Hispanic women suffer from nutritional deficiencies 
during pregnancy. Two-thirds of poor, urban black women were 
found in one study to be malnourished. In another study, the 
nutritional status of 131 Hispanic women during their first obstetrical 
visit to a county hospital was made. Fifty percent of these women 
were found to be anemic.58 Rural Hispanic women are estimated 28 
percent less likely than their urban counterparts to live until 60.59 

Native American and Alaskan Native women are victims of an 
enormous rise in the rates of cervical cancer. According to one 
researcher, the 600-700 percent increase may be linked to increased 
use of birth control pills. Native American women, like Hispanics, 
have been victims of massive sterilization abuse. Despite recent HEW 
regulations requiring strict informed consent procedures, one New 
Mexico legal advocate notes that unnecessary sterilization on Native 
American women is still a problem in her area.60 

Elderly Minorities 
Minorities (with the exception of Asian Americans) are less likely 

than their white counterparts to live to a "ripe old age." And those 
that make it continue to suffer disability and illness-imposed limitations 
to a greater degree than do whites. 

Even after adjusting for income differences, the burden of disability 
falls heaviest on elderly minorities. For example, 59 percent of elderly 
blacks with incomes less than 55 percent of poverty suffer limitations 
of activity, compared to 51.1 percent for whites with the same income 
level; 57.4 percent of elderly blacks with incomes between 55 percent 
of poverty and the poverty level are limited in usual activity compared 
to 48 percent of elderly whites with comparable income. 61 

This difference is true for Hispanic elderly as well as black elderly. 
In a recent study of minority elderly blacks and Hispanics (based on a 
survey of 1,969 black, Hispanic, and white Los Angeles County 
residents), researchers concluded that minority elderly experience 
more health, problems than older whites. For example, 65 perc.ent of 
the older blacks and 62 percent of the older Hispanics reported fair to 
poor health, compared to 38 percent of the older whites. Minority 
elderly more than white elderly reported health-related difficulties in 
performing tasks of daily living such as household chores, shopping, 
attending church or social functions (30 percent of elderly blacks, 18 
percent ofelderly Hispanics, and 8 percent ofelderly whites). 

•• Cardenas, Gibbs, and Young, "Nutritional Beliefs and Practices in Primigravid Mexican-American 
Women." J. ofthe American Dietetic Association, 1976, no. 69, pp. 262-65. 
•• Raza Health Plan, op. ciL, p. 40. 
60 Telephone conversation with Virginia Brynes, attorney, Crownpoint, New Mexico, August 1980. 
•• 1978 National Health Interview Survey; Division of Analysis, National Center for Health 
Statistics. ,\ 
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Low-income minority elderly reported poor health more often than 
low-income white elderly. Black and Hispanic elderly, especially those 
with low incomes, were more likely than white elderly to report that 
poor health was their major reason for retirement (46 percent of the 
black elderly, 40 percent of the Hispanic elderly, 25 percent of the 
elderly white).62 

.. . And Death 
Life expectancy at birth reached a record 73.2 years for Americans 

in 1977. In 1950 white people could expect to live about 8 years longer 
than people of all other races; b11977 this differential had decreased 
to 5 years. 63 But the narrowing 9f this differential should not obscure 
the fact that age-adjusted ovenill mortality was 40 percent higher for 
minorities than whites. Nor can it hide the appalling health status of 
segments of the minority population, such as migrant workers or 
destitute blacks ofWashington, D.C. 

Explicit in a State-by-State (and D.C.) comparison oflife expectancy 
and percentage of racial minority is the strong inverse relationship 
between minority status and early death. With the exception of 
Hawaii, the greater the percentage of minorities in a State, the lower 
the life expectancy. Thus, in 1969-71, the District of Columbia had a 
greater percentage of minorities and a lower life expectancy than any 
State in the Nation. Similarly, Mississippi had the third highest 
percentage of minorities and the third lowest life expectancy rate; 
South Carolina had the fourth highest percentage ofminorities and the 
second lowest life expectancy rate; Louisiana, the fifth highest 
percentage of minority population and the fifth lowest life expectancy 
rate.64 

Conclusion 
Based on a number of indicators of health status, minorities are less 

healthy than whites at all ages and in all population groups. Their life 
expectancies are shorter, their morbidity rates are higher, and the 
differentials in health status between minorities and whites in impor
tant areas are increasing rather than decreasing over time. The next 
section explores some of the ascertainable causes of these basic 
problems. 

• 2 Newquist, Bergers, Kohn, Martinez, and Burton, op. cir. 
113 Health, U.S., 1979, op. cit., p. 90. 
" Health Status ofMinorities, op. cir., p. 49. 
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The Causes of Lowered Health Status for Minori
ties 

Mortality and morbidity rates among minorities are much higher for 
all age groups than among whites. Minorities also suffer more 
frequently from nearly all illnesses. These differences are :Q.Ot due to 
greater susceptibility on the part of minorities. Rather, they are the 
result of economic, educational, environmental, and cultural handicaps 
imposed directly or indirectly on minorities. 

Socioeconomic status 
Gunnar Myrdal described in American Dilemma the problem as it 

existed in 1944: 

Medical knowledge has advanced beyond medical practice and 
medical practice has advanced far beyond most people's opportu
nity to take advantage of it. . . .Of special significance to the 
Negroes is the lag of opportunity for some people to obtain the 
advantages of medical practices available to o'ther people. Area 
for area, class for class, Negroes cannot get the same advantages 
in the way of prevention cure for disease that the whites can. 
There is discrimination against the Negro in the availability to him 
of medical facilities. 65 

He noted in describing the existence of discrimination against blacks, 
the interrelation of poverty, race, and geographic innaccessibility to 
health facilities: 

It is hard to separate the effects of discrimination from those of 
concentration of Negroes in those areas where medical facilities 
are not easily available and in those income brackets which do not 
permit the purchase of medical facilities in the competitive 
market. Discrimination increases Negro sickness and death both 
directly and indirectly and manifests itself both consciously and 
unconsciously. Discrimination is involved when hospitals will not 
take in Negro patients, or when-if they do permit Negro 
patients-they restrict their numbers, give them the poorest 
quarters, and refuse to hire Negro doctors and nurses to attend 
them. 

III health reduces the chance of economic advancement, which 
in turn operates to reduce the chance of getting adequate medical 
facilities or the knowledge necessary for personal care. 66 

The pattern of health care access and the causes of its inaccessibility 
today to minority groups are virtually unchanged from the pattern 
described 37 years ago. The socioeconomic status of minorities is 

•• Gunnar Myrdal, American Dilemma. Harper and Row, 1944, pp. 171-72. 
06 Ibid., p. 174. 
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generally low in ,the -United States except for the relatively high 
income and education levels of the Asian or Pacific Islander group.67 

The proportion of black families with incomes less than $5,000 is about 
three times the proportion of white families; for Hispanics the 
proportion is about two times that of the white population not of 
Hispanic origin. 68 

On a per capita basis, levels of family income and other resources 
are further decreased by the relatively large families of most minority 
groups. Three of every 10 black and Hispanic families consist of 5 or 
more persons, compared to 2 of every 10 white families. 69 

Environment 
Poverty means not only that minorities have less money to purchase 

health care. It also means that minorities are more likely to live in an 
environment characterized by overcrowded, unsafe housing, poor 
sanitation, and inadequate nutrition. All of these factors predispose 
them to illness. 

Both black and Hispanic populations are more urbanized than the 
white pop,ulation not of Hispanic origin.70 The National _Center for 
Health Statistics reported in 1971 that in 14 of the 19 major ci,ties it 
examined, well' over half the people residing in poverty areas were of 
races other than white.71 

The Environmental Protection Agency (EPA) has found that living 
in inner cities exposes residents to far greater health hazards. 
According to Barbara Blum, Deputy Administrator of the EPA: 

Suburbanites are exposed to less than one half of the environ
mental health hazards inner city residents face. . .diseases and 
chronic conditions from living with bad air, polluted water and 
cultural stress. Hypertension, heart disease, chronic bronchitis, 
emphysema, sight and hearing impairments, cancer and congenital 
anomalies are all roughly 50 percent higher than the level for 
suburbanites. Behavioral neurological and mental disorders are 
about double. 72 

Factors contributing to the inner-city environment include living 
near and working in areas where toxic byproducts are created in 
production. The effects of overcrowding, the prevalence of large 
numbers of automobiles polluting the air, and large pest populations 
causing pollution of the environment with urban pesticides add to this 
unhealthy situation. 
87 Heaitiz, tJ.S., 1979, op. cit, p. 5. 
" Id. . i, 
•• Id. 
70 Id. 
71 National Center for Health Statistics, 1971. 

• 
72 Ellen Hall, Health in America, Urban Environment Foundation, 1979, p. 7. 
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Pesticides and other toxins such as metal produced in industry often 
find their way into drinking water in the inner cities. In New Orleans, 

' for example, total cancer mortality was 32 percent higher than the 
national average. Study of the drinking water revealed that there were 
112 carcinogens. A coalition of environmentalists and low-income 
residents elected a black mayor, Ernest Morial, in part, because of his 
support for a strong carcinogen standard in water control. 73 

Nutrition 
The United States Senate Select Committee on Nutrition and 

Human Needs released a set of dietary goals for the United States in 
1979. Testimony used by the Committee in preparing the goals 
indicated that overconsumption of fats, sugar, salt, and alcohol have 
been related to 6 of the 10 leading causes of death in the United States. 
The six causes listed were heart disease, stroke, cancer, diabetes, 
arteriosclerosis, and cirrhosis of the liver. In addition, diet is thought 
to contribute to the development of conditions such as hypertension 
that affect health. Review of the testimonies by the Department of 
Health, Education, and Welfare resulted in a conclusion that further 
research would be necessary to conclusively link diet with many of the 
current public health concerns. 74 

Assuming that nutritional habits do contribute to poor health, it 
would still account for only a portion of the problem of poor health 
among minorities. Emphasis on this approach to explaining poor 
health invites policymakers to overlook important causes over which 
minority persons have virtually no control. This approach, known as 
blaming the victim, brings this reaction from one inner-city environ
mentalist: 

So long as we can blame Mrs. Doe for not making enough, not 
moving, not eating, sleeping, drinking, and working properly, we 
can and will fail to place the blame where it belongs, on industrial 
products and processes; on institutionalized race and sex bias; and 
on health-as-commodity practitioners. 75 

Failures of the Health Care System 
Poor minority health is also often brought on or exacerbated by our 

present health care system. A minority physician and public health 
analyst observed that, in general, services provided to minority 
communities are deficient in the ch~racteristics essential to a well
organized system. These factors include availability, accessibility, 
continuity, comprehensiveness, coordination, and appropriateness. 

•• Ibid., p. 10. 
" Health. U.S., 1979, op. cit., p. 57. 
•• June Jackson Christmas, M.D., "How Our Health System Fails Minorities," Health Pathways. vol. 
II, no. 8, October 1979, p. 3. 
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By most standards, services that are provided to minorities are 
generally inferior to those provided to white communities. 76 In each of 
these areas, minorities also experience the effects of racial discrimina. 
tion. 

Lack of Access to Hospitals 
Urban hospitals have long followed a pattern of segregated hospital 

services. Cook County Hospital in Chicago, for example, is 1 of 80 
hospitals in the city, yet it serves half of all of Chicago's black patients. 
Seven of the 80 hospitals take care of 4/5 of all black patients in the 

• city. These proportions have remained unchanged for the last 15 
years.77 

A recent study by Dr. Alan Sager of Brandeis University of hospital 
closures in 18 central cities in the Northeast over the last 40 years 
found that 29 percent of the hospitals had closed or relocated between 
1937 and 1977. A disproportionate number of those closed hospitals 
were located in neighborhoods that were black or had become black. 78 

Of the 132 hospitals that were in neighborhoods where the black 
population was 50 percent or more, 60 hospitals, or 45 percent, were 
closed or relocated. Of the other 194 hospitals in the study, those not 
in neighborhoods viewed as black, only 18 percent were closed or 
relocated. 

Such closure patterns are often attributed to overbedding in the 
area. Dr. Sager, commenting on his research, stated that overbedding 
was not a predictor of the relocation or closure. Rather, the likelihood 
of closures was directly related to the percentage of blacks in the 
population in a city.79 

Cook County Hospital remains open though its future was imperiled 
in recent months by a huge budget deficit. The same scenario of 
financial crisis of a major or only provider of minority or indigent 
health care is being repeated throughout the country in Chicago, New 
York, Los Angeles, St. Louis, Memphis, San Francisco, Tucson, 
Dallas, Detroit, Charleston, Little Rock, and rural areas of east Texas, 
Arizona, California, and Tennessee.80 

Because so many minority people are crowded into inner cities they 
are often among those most profoundly affected by the closure, partial 
closure, or relocation of health care facilities. 

'" Id. 
" Pierre DeVise, Slum Medicine: Chicago's Apartheid Health System Community and Family Study 
Center, Univ. of Chicago, Jan. I, 1969, pp. 17-26, 38-45. 
78 Roger Wilkins, .. Loss of Hospitals in Central City Said to Cause Array of Problems," New York 
Times, Sept. 17, 1979. 
,. Id. 
•• See D. Lang, Testimony Before House Ways and Means Health Subcommittee, Crisis in the Public 
Hospitals, reported in Congressional Quarterly, Mar. 22, 1980, p. 805. 
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Relocations and closures increase barriers to access to care, lessen 
that care's social and cultural acceptability, and lower its quality. 
These access issues are pronounced in a relocation situation, but exist 
as general barriers in virtually all health systems. 

The most common barrier to access is the increase in travel time 
which coincides with the deprivation of the health services in minority 
communities.81 Increased travel time is especially burdensome to 
minority populations, since members of minority groups are more 
likely to be dependent on public transportation than are whites.82 If 
private transportation is available, minorities .are less able to bear the 
operating costs of a motor vehicle than are whites. 

Increased travel time and expense disrupts access to health care 
services by minorities in many ways. Minorities are substantially more 
likely than are whites to depend on hospital-based ambulatory C?Ie 

departments or emergency rooms as their primary source of medical 
care.83 When a hospital leaves a minority community, an important 
source of prirp.ary care is lost. This means that minority people will be 
less likely to seek primary care as needed and will often wait until the 
severity of the medical episode leaves them no choice. 

Increasing the distance between patients and their source of acute 
care also needlessly jeopardizes those patients requiring attention for 
medical emergencies. The increased risk of accidental injury or death 
faced by inner-city residents heightens the dangers of a discriminatory 
effect in the closure or relocation of health care services on which 
such residents depend. 84 

Increased travel time and expense unfairly burden the patient and 
the patient's family. Health professionals are increasingly recognizing 
the important role of family support systems in the ·healing process.85 

In addition, the relocation or closure of health facilities will inequit
ably burden those minorities with chronic illnesses who depend upon 
local services. 

•• See, Weiss, J.E., and Greenlock, M.R., "Determinations of Medical Care Utilization: The.Effect 
of Social Class and Distance on Contacts with the Medical Care System," Medical Care 8:456 (Nov.
Dec. 1970); Walker, L.L., "Inpatient and Emergency Department Utilization: The Effect of 
Distance, Social Class, Age, Sex and Marital Status," J. American Coll Emergency Physicians 5:105 
(1976); Shannon, C., Bashur, R.L,, and Metzner, C.A., "The Concept of Distance as a Factor in 
Accessibility and Utilization of Health Care," Medical Care Review 26:143 (1969), cited in Wolfe, W., 
and Ziegler, M., "A Health Planning Approach: The Impact on the Minority and Elderly Population 
of New Castle County of the Relocation of Wilmington Medical Center's Principal Facility to 
Stanton, Delaware," prepared for the Center for Law and Social Policy, Dec. 8, 1977. 
82 Lu Ann Aday, Ronald Anderson, Health Care in the U.S., Equitable for Whom? Sage Publications, 
1980, p. 57. 
113 Ibid., p. 235. 
14 DHEW, Criteria for Assessing HSA Performance and Impact with Respect lo the Minori
ty/Disadvantaged Publication No. HRA 38-612, May 1977; National Center for Health Statistics. 
15 Gould, Edward, and Ira D. Glick "The Effects of Family Presence on Global Outcome for 
Hospitalized Patients." Family Process, 16:503 (December 1977), 1 
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Relocation or closure can also create or exacerbate financial barriers 
to care for minority members. There are an estimated 30 million 
Americans who have no health insurance or are underinsured. A 
disproportionately-high number of this group are minorities.86 

Approximately 43 percent of the beneficiaries of the current 
Medicaid program in this country are members ofminority groups.87 If 
the closure or relocation of a hospital has made them dependent on a 
suburban facility for primary or acute inpatient services, their access to 
this facility may well be hampered by their difficulty in finding a 
physician who is accepting new Medicaid patients and also has 
attending privileges at this hospital. Without such a physician they 
well may find access to the facility virtually impossible. " 

Even more severe pitfalls await uninsured patients seeking care. In 
the event that a publicly owned facility has been closed or partially 
closed, uninsured minority members may find themselves deprived of 
the one relatively certain source of care they once had. 

Relocation or closure of health facilities may also reduce the 
accessibility of care to members of minority groups by requiring that 
they obtain services from institutions which provide an inhospitable or 
culturally unresponsive environment. The most basic manifestation of 
this problem may be the absence of health professionals and ancillary 
personnel who speak the same language as minority patients. 

Many inner-city communities have increasingly high numbers of 
persons for whom English is a second language, if it is spoken at all. 
The large influx~of Hispanics in the Southwestern United States and 
the high concentration of recent Asian immigrants in several major 
cities have creatt;:f} unique health care problems. Not the least of these 
is a severe shortage of health professionals fluent in Spanish, 
Vietnamese, Chinese, and Thai. 

This problem seriously affects all sectors of the health care system
public and private, acute and longterm. California, for example, has an 
Hispanic population of over 4.7 million. Although many of these 
people are monolingual, most medical facilities employ no bilingual 
medical translators or staff.88 

The closure or partial closures of hospitals serving minority 
communities can severely impact on this problem. When the facility in 
question is a public hospital, this impact is often even worse. At least 
one State has enacted legislation requiring that all public agencies 

" National Center for Health Statistics, Health, United States, 1978, Publication No. (PHS) 78-1232, 
p. 401; Lu Ann Aday and Ronald Anderson, "Who are the Uninsured?" October 1977, available from 
the Center for Health Administration Studies, the University of Chicago; California Department of 
Health Services, Fact Book on Health Care for the Poor and Medi Cal Program, Apr. 16, 1979, pp. 34-
36. 
87 Lu Ann Aday, op. cit. 
88 Edward Medoza, Antonio Spampincto, Consultants, Santa Clara County Health Systems Agency, 
The Need for Bilingual Health Care Services in Santa Clara County: A Preliminary Study, Feb. 8, 1979. 
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providing services to a population in which more than 3-5 percent of 
the persons are Spanish surname or part .of another identifiable 
linguistic group have persons who speak the appropriate languages 
available in public contact positions. 89 If the public facility is lost, this 
mandate is meaningless. 

Similar problems arise with the closure or relocation of private 
facilities where sensitive health systems agencies have conditioned 
capital expenditures by requiring that hospitals hire a reasonable 
number of translators or bilingual personnel. Relocation of the facility 
may sufficiently diffuse the non-English speaking population that the 
HSA would be unlikely to impose such requirements in the future. 

All of the factors discussed above impact the quality of care patients 
will receive following closure or relocation. These include disruptions 
in continuity of care, greater travel time to emergency services, 
decreased family support, increased travel time, and expense for 
repeated treatment ofchronic conditions, and inadequate or insensitive 
care stemming from language barriers. 

Lack of Access to Physicians 
Another major problem facing the minorities in need ofmedical care 

is the severe and increasing scarcity of physicians treating minority 
and Medicaid patients. In large part because of the restrictions 
imposed by discrimination, minority physicians have historically and 
continue today to primarily serv.e minority patients.90 Systemic 
discrimination in educational and employment opportunities have 
meant that disproportionately few minority members have completed 
medical training. 

Only 2 percent, for example, of American physicians are black 
although blacks represent 11 percent of the Nation's population. 
Similarly, it is estimated that there are only 250 practicing Mexican 
American physicians although the Mexican American community 
represents 2 percent of the population. Of over 1 million Native 
Americans and Alaskans only 72 are professionally trained physi
cians.st 

The absolute number and percentage of minority medical students 
enrolled as freshmen is decreasing despite the fact that medical school 
enrollment has expanded as a whole to the benefit of white students. In 
1974-75, blacks made up 7.5 percent of the first year enrollment. Other 
minorities made up 2.5 percent of the first year class. Since that date, 
and the beginning of the Bakke litigation, that enrollment has dropped 
to 6.4 percent for blacks and 2.3 percent for other minorities.92 

80 California Government Code, Article 9.5, Section 11135 (Assembly Bill No. 803). 
00 June Jackson Christmas, op. ciL, p. 4 . 
., Id. 
., Id. 
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Another pattern contributing to physician scarcity is the limited and 
decreasing willingness of the physician community to treat Medicaid 
recipients. As one Medicaid authority has noted: 

Manpower problems plagued medicaid from its inception, 
especially in urban areas. Physicians, dentists and other health 
practitioners refuse to parti'cipate citing low fees, delays· in 
payment and excessive paperwor~. The greatest manpower 
shortage has occurred in medical and dental specialties. In some 
areas of the nation, an orthopedist or periodontist willing to 
accept medicaid patients was as rare as a tropical bird in Alaska. 93 

In California, the bulk of the Medicaid primary care services are 
rendered by very few providers. In 1977, 41 percent of all outpatient 
primary care was rendered by 3.7 percent of all providers; nearly 60 
percent of all Medicaid recipients received their primary care from 
only 7 percent of the primary care providers.94 Since a significant 
percentage of the Medicaid recipients in this country are minority, 
refusal to participate in Medicaid must be interpreted in large measure 
as a reluctance on the part of majority physicians to treat the minority 
poor. 

A third element of physician scarcity is the refusal of many hospitals 
to give stl!ff privileges to minority physicians or physicians treating 
Medicaid recipients. Physicians hold the key to hospital admission. 
Neither patients nor hospitals themselves are permitted to "practice 
medicine" by making admissions. Thus, unless a hospital has physi
cians on staff who will accept minorities and Medicaid recipients, 
minorities and the poor will be excluded from that facility. 

Finally, privati phys~cians shun the practice of medicine in poor 
minority communities and, like hospitals, relocate as the proportion of 
minorities in an area increases. In the last few decades, ghettos and 
barrios have shown a steep decline in the number of physicians 
available to treat inner-city residents.95 For example, in 1938 a ghetto 
area in the Bronx, New York, had 50 physicians serving the 25,000 
middle-class white persons; by 1969 the racial composition of the area 
had changed, and only five physicians in the area were left to serve 
nearly 50,000 blacks. In the Bronx as a whole the 1969 ratio was 700 
patients per physician, while in this primarily black ghetto there was 
only one physician available for every 10,000 people. 96 

Maldistribution of physicians within the 'city of Chicago alone is 
similarly dramatic. A study of the inner~sriburban area of Chicago in 

" Spiegel and Podair, Medicaid Lessons for National Health Insurance. 1915, p. 49. 
" California Department of Health Services, Report ·to the Governor and Legislature. Effects of the 
Uniform Physician Reimbursement Method in the Medi Cal Program, January 1979, p. I I. 
" H.R. Rep. No. 94-266, 94th Cong., 2nd Sess. 4966-67 (1976). 
•• Harris, The Economics ofHealth Care/Finance and Delivery 225 (1975). 
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1970 showed a ratio of 123 physicians per 100,000 population while the 
inner-city area (not including the Loop) had 75 physicians per 100,000 
population.97 In 1970 one single North Shore medical building had 
more private physicians than were located in the entire west side 
poverty ghetto of 300,000 blacks.98 

Physician scarcity exists in Hispanic urban and rural communities as 
well. In California, for example, there are few private providers 
located in heavily populated Hispanic areas of the State. In Los 
Angeles County, the white, upper and middle-class areas of Van Nuys, 
Beverly Hills, Bel Air, and Santa Monica have a primary care 
physician to population ratio of 1:458, while in the barrio of east Los 
Angeles the ratio is I :3,700. In rural California, it has been estimated 
that only IO percent of the farm worker population has access to rural 
community clinics and that 33 concentrations of farmworkers and 
their families in 13 counties have no accessible primary care services.99 

Lack of Access to Appropriate Types of Health Services 
Rural areas and inner cities lack critical services needed by 

minorities and particularly by the minority poor. Treatment centers for 
alcoholism, home health services, community mental health, and 
mental retardation programs are all insufficient in number to meet the 
needs of minority communities. Indian Health Service programs 
established to take care of the health needs of Indian people focus 
largely on reservation Indians, when in fact the majority of Indian 
people today live in urban areas. I00 

While the minority elderly are sicker than the white elderly 
population and therefore more in need of long term care services, they 
account for only 4 percent of all nursing home residents in the United 
States.IOI In 1969, 500 percent more was expended for nursing home 
services for white Medicaid recipients than for minority recipients. I02 

Where long term institutional care is desired, minorities have 
historically encountered, and continue to encounter, a dual track 
system of care. In Me~phis, Tennessee, for example, black residents of 
unlicensed inferior quality board and care facilities have recently filed 
suit against 13 licensed skilled nursing facilities which have denied 
them access and have historically served small numbers of minority 
97 H.R. Rep. No. 94-266, 94th Cong., 2nd Sess. 4966-67 (1976). 
.. DeVise, .. Persistence of Chicago's Dual Hospital System," Slum Medicine: Chicago's Apartheid 
Health System (1969). 
.. Raza Health Plan. op. ciL, pp. 43, 54. 
100 The 1970 Census shows only 38.7 percent of 828,000 counted Indians Jiving on reservations. 1970 
Census Final Report, PC(l)-B6 at 6-310. See generally, Indian Health, National Health Law 
Program, Health Law Newsletter, August, 1979. 
1• 1 Prescription for Neglect, op. ciL, p. 15. 
102 DHEW, PHS, Health ofthe Disadvantaged Chartbook, pp. 56-57. 
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patients in the Tennessee area. The board and care facilities in which 
foe plaintiffs reside are virtually 100 percent black.103 

Elderly persons need community-based health supports to help them 
maintain independent community living. Yet health benefit programs 
as they are currently designed inadequately provide for those needs. 
Health benefit programs are oriented toward acute, episodic illnesses 
&nd .not the chronic health problems common among the elderly. As a 
result of these inadequacies, health benefit programs inadvertently 
encourage institutionalization of older persons. 

Minority communities, more than white communities, have informal 
support systems available to older residents. Contact with family and 
friends is high among these subpopulations. According to the Califor
nia survey cited above, the minority elderly were more able to accept 
family support when they needed it than were the whites.104 Thus, lack 
of alternative, community-based, long term care programs (e.g. home' 
health, in-home supportive services, day care) denies needed assistance 
to the minority community caring for the elderly in their midst. 

Community health centers have been provided by Federal funds. 
Poor planning resulted, in some instances, in location of centers where 
services are already adequate.105 Similarly, health maintenance organi
zations, which may have the potential of providing appropriate care 
through preventive, comprehensive, coordinated, and continuous 
services are so intent on economic survival that the usual HMO patient 
membership has been middle class.106 

By virtue of; their design and/or policies, many health care 
providers and facilities are not accessible to minorities. For example, 
many health C~f services are available on weekdays between 9 a.m. 
and 5 p.m., hours inaccessible to most of the working and low-income 
minority groups. 

Lack of Access to Pregnancy and Delivery Care 
Infant mortality and morbidity are linked directly to low birth 

weight. Comprehensive prenatal care can result in higher birth weight 
infants. Given no prenatal care, an expectant mother is three times ·as 
likely to have a low birth weight child. Yet minority women are half as 
likely as white women to receive prenatal care at minimum recom
mended lev~ls.107 Over 10 percent of all black mothers receive no 
prenatal care until their final trimester of pregnancy. 
103 Hickman v. Fowinkle, CA No. C-80-1014 (W.D. Tenn. Jan. 11, 1980). 
1•• Prescription for Neglect, op. cit., p. IS. 
m "Are Neighborhood Health Centers Providing Services Efficiently and to the Most Needy?" 
Comptroller General Report to Congress, Washington 1978. 
1•• Health in America, op. cit., p. 38. 
107 14.7 percent of white women compared to 27.4 percent of minority women receive their first 
prenatal care visit after the 4th month of pregnancy. Health Status ofMinorities, op. cit., p. 214. 
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TABLE 1 
Births Not In Hospital Or Physician Attended Clinics 

Total White 
United States 1.3% 1.1 % 

Selected States: 
Florida 1.3 o:8 
Virginia 
South Carolina 

1.0 
2.0 

0.6 
0.5 

Georgia 
Alabama 

1.1 
2.8 

0.2 
0.6 

Mississippi 
Alaska 

2.9 
3.3 

0.5 
1.7 

Nonwhite 
1.9% 

2.7 
2.4 
4.2 
2.8 
6.7 
5.5 
7.3 

Large numbers of minority children continue to be born outside of 
hospitals or physician-attended clinics. In 1975 the rate was 1.1 percent 
for white infants and 1.9 percent for nonwhite irifants. A closer 
examination of these figures, however, reveals alarming statistics in 
States which have large minority populations and a history of hospital 
access problems (see table 1). 

Instances of minority women in labor being turned away from 
hospitals have been reported in several States, including Tennessee, 
Texas, California, and Mississippi.108 In one Hispanic area of south 
Texas, half the women give birth outside of a hospital. 109 

Lack of Quality of Care 
Minorities generally receive inferior medical care compared to 

whites. A heavy dependence on emergency and outpatient depart
ments, reliance on underfunded public hospitals, a questionable level of 
services provided, and linguistic barriers result in inadequate medical 
treatment for tens of thousands of minority poor. 

,.. Legal services from these States have reported to the National Health Law Program instances of 
pregnant women during labor turned away from hospitals for lack of an admitting physician. 
109 The Lyndon B. Johnson School, op. cit., p. 131. 
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Outpatient and Emergency Room Care 
Data from health surveys conducted by the Center for Health 

Administration Studies (CHAS) at the University of Chicago show 
that minorities are over 50 percent less likely than whites to have a 
regular source of care.110 

Because physicians do not practice in minority communities and 
often refuse to care for Medicaid recipients, minorities are forced to 
rely on emergency rooms and outpatient departments as their source 
of primary care. Minorities, for example, are two and a half times more 
likely than whites to seek care at hospital outpatient departments and 
emergency rooms.111 

These conditions surrounding the receipt of primary care for 
minorities produce long distances to and waits for care. Minorities 
average between twice and three times the travel time to obtain care 
and have to wait almost twice as long for that care as whites.112 

Researchers have conjectured that where primary care is received is 
largely responsible for the greater dissatisfaction expressed by minori
ties with the health care system.113 

Emergency rooms provide poor quality primary care. For nonemer
gent conditions, at best, care will be costly and episodic. At worst, no 
care will be rendered without insurance or a preadmission deposit.114 

For true emergencies, poor minorities face the dismal prospect of 
transfer to, public hospitals. 

The transferring or "dumping" of poor minorities from private to 
public hospitals11s a way of life in American medicine. In Los Angeles 
County alone, 2,000 la:i;gely minority patients a month are transferred 
frqm private ho~pital ER rooms to public county hospitals. A recent 
series of articles appearing in a Los Angeles newspaper documented 
that the large majority of these transfers were medically dangerous
persons with a stab wound to the stomach, a gunshot wound to the 
heart, comatose children and adults, and major trauma victims are 
transferred to county hospitals with little or nothing done to stabilize 
these patients before the long ambulance ride. 115 

Public Hospitals and Clinics 
Public hospitals are the primary providers of care for inner-city 

poor minorities. These facilities are grossly underfunded. A shrinking 
11• The number of minorities reporting no regular ·source of care had increased from 15 percent in 
1963 to 16 percent in 1970 compared to a decrease of from 12 percent in 1963 to 10 percent in 1970 
for whites. Health Status ofMinorities. op. cit., p. 234. • 
111 Health, U.S. 1979, op. cit. p. 132. 
112 Health Status for Minorities, op. cit., p. 236. 
113 The Robert Wood Johnson Foundation, Special Report, No. 1, 1978, pp. 8-9. 
"' See generally, Dallek, op. cit., pp. 48-53. 
115 John Fried and Gerald Merrell, "Emergency Care Risking Lives," Long Beach Independent Press-
Telegram, July 6-15, 1980. • 
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municipal tax base and the astronomical inflation in health care cost 
have left large urban public hospitals in financial crisis. Local 
governments 'have responded by cutbacks in dollars and full or partial 
closure ofmany public hospitals.116 

The relative poverty of these institutions, where they remain open, 
is reflected in a number of ways. There is a critical nursing shortage, 
for example, in public hospitals of New York, Memphis, and Los 
Angeles. This shortage is due to an inability of the hospital to afford 
enough nurses to assure quality patient care. In addition, shortages of 
support personnel such as janitors, nurses aides, and clericals, have 
forced overworked nurses to assume duties that those staff should 
perform. Service in public facilities by physicians in turn becomes 
unattractive since doctors must perform nursing duties in addition to 
their physician duties. Those duties that remain unperformed further 
reduce the quality of patient care. Poor financial backing also results in 
an inability of public hospitals to keep equipment in good repair and to 
maintain adequate supplies, including pharmaceuticals. Again, the 
quality of patient care is reduced. 

Another vicious cycle in the public hospita1 sector concerns an 
inability to efficiently bill patients who are covered by a third party 
payment program such as Medicaid. Establishment of efficient 
systems, including computerization of records, requires large expendi
tures. Given a choice between spending scarce resources on patient 
care or on billing systems, many public hospitals have chosen the 
former. 

Poverty· of public hospitals is exacerbated by the failure of third
party payers such as Medicaid to cover large numbers' of poor people. 
In most Southern States, for example, less than one-third of families 
living below the poverty line are eligible for Medicaid. Medicaid also 
does not require coverage of many mandatory services. A consider
able number of States have chosen not to cover all optional eligibles or 
all optional services. 

The Medicaid reimbursement system impoverishes public hospitals 
further by its inadequate method of reimbursing outpatient services. 
While inpatient services are reimbursed on a reasonable cost basis, 
outpatient services have been reimbursed on a set fee schedule that 
does not take into account the full cost to the hospital of providing 
those services. Since public hospitals provide a greatly disproportion
ate amount of outpatient care, inadequate Medicaid reimbursement 
places an unconscionable strain on public hospital capabilities. 117 

m See, Report ofthe Task Force on Public General Hospitals ofthe American Public Health Association, 
Oct. 16, 1978. 
117 Lang, op. ciL 
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Questionable Medical Care 
Minorities receive different quality care in both the public and 

private sector because of race and poverty. In one study of welfare 
families, 70 percent of the blacks but only 35 percent of the Anglos 
agreed that doctors were sometimes rude. Seventy-two percent of 
blacks and 46 percent of whites agreed that doctors were prejudiced 
against people on welfare. Two out of three blacks thought the 
doctors were prejudiced against them. 118 

A study of a large urban hospital in the mid-Atlantic region, 
conducted by researchers at the Johns Hopkins School of Public 
Health, found that over the past two decades black patients with 
private insurance were 2.2 to 4.3 times more likely than self-pay or 
private insured white patients to be under the care of resident surgeons 
in training. Similarly, black emergency patients were more likely than 
white emergency patients to be cared for by resident surgeons in 
training. Finally, Medicaid patients, who were disproportionately 
black in the area surveyed, were more likely than private patients to 
receive treatment from surgeons in training. One assumes that the 
quality of care a patient receives from a student is inferior, at least in 
terms of experience, to that of the teachers, the staff surgeons.119 

HEW found in a recent study of office visits by black patients that 
physicians focused on a limited examination, that is, an examination 
confined to the J;>ody site or system connected with the patient's chief 
complaint. Reliance on this diagnostic approach, though general 
throughout ambulatory care, was significantly stronger in the treat
ment of black patients.120 The study also found that the duration of 
contact and overall average length of time spent in face-to-face contact 
with physicians was less for blacks than it was for white patients.121 

While drug therapy pfayed an extensive part in the overall pattern of 
office care, it was even more extensively applied in the case of black 
patients. Finally, in the physicians' judgments, most of the conditions 
presented by black office patients were not considered very severe.122 

In a study of health care delivery to Southeastern residents of the 
United States, Karen Davis and Ray Marshall found that blacks 
received less thorough examinations than whites and that black 
118 Podell, Studies in the use of Health Services by Families on Welfare, p. 41, as cited in Jerry L. 
Weaver, National Health Policy and Underserved/Ethnic Minorities, Women and the Elderly, ·C.V. 
Mosby Co. (1976) p. 82. 
110 S.!e "Relation Between Race and Economic Status of Patients and Who Performs Surgery," New 
England Journal ofMedicine, July 14, 1977. 
12

• Advance Data from Vital a:td Health Statistics of the National Center for Health Statistics, 
DHEW, No. 50 July 23, 1979. • 
121 Ibid., p. 36. 
i22 Id. 
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women were more likely to undergo surgical procedures resulting in 
sterilization than were whites.123 These findings regarding sterilization 
are supported by other studies as well. 

Similarly, the Subcommittee on Oversight and Investigations of the 
Committee on Interstate and Foreign Commerce of the House of 
Representatives, in their report on the Cost and Quality ofHealth Care: 
Unnecessary Surgery, found that the Medicaid population rate of 
surgery was almost two and one half times the rate of surgery for the 
rest of the population. 124 

In the Southern States, inferior and discriminatory care in the 
physician office context is also the result of continuing discrimination 
on the basis of race.125 

Linguistic Barriers 
Inferior quality of care is also received because of failures ofmedical 

personnel to recognize the need for bilingual services. An 8-year-old 
Spanish-speaking child, for example, was mauled in Phoenix, Arizona, 
by a German shepherd dog. After considerable delay over the 
acceptability of the insurance carried by the parents, an emergency 
room doctor saw the child. He stitched up the bites on her arm and 
leg. He did not remove her dress or slip and did not see the bleeding 
wounds on her back. 

After returning home, her father noticed that the child was still 
bleeding on her back and returned her to the hospital. The doctor said 
he had not seen the other wounds during his initial examination. 

The doctor refused on both occasions to let the father accompany 
his daughter, despite the fact that the child spoke no English. If 
present, the father could have interpreted and directed the doctor to 
the places where the child had been bitten. A week following this 
incident, the child's father took her to another doctor to have the 
stitches removed. The wounds were found to be infected because they 
123 Karen Davis and Ray Marshall ...Primary Health Care Services for the Medically Underserved 
Populations;• Papers of the National Health Guidelines: The Priorities of Section 1502, DHEW 
Publication No. HRA 77-641. 
"' Subcommittee on Oversight and Investigations of the Committee on Interstate and Foreign 
Commerce, House of Representatives, Cost and Quality of Health Care: Unnecessary Surgery. 
Government Printing Office, January 1976, p. 44. 
'" In Lee v. Reddick. -F. Supp.-, (N.D. Fa!. 1979) appeal pending No. 79-2908 (5th Cir.), a white 
Tallahassee physician maintained a segregated practice. The defendant testified at trial that when he 
established his separate rooms with white and colored signs, all other physicians with whom he was 
acquainted in the town ofTallahassee had similar practices. No black physicians practiced in the city 
or county of his practice. Said the doctor, .. And I hired this lady to work for me. She told me, .. This 
is where the white people sit. .. And I said, ..My goodness, is that right?" And she said, '"Yes, you 
won't have any practice if you don't go along with that custom." (Trial Transcript, Vol. II, pp. 138-
139). See also, Los Angeles, Tuesday, July 24, 1979, reporting television special entitled .. Blacks in 
America, With All Deliberate Speed," a film showing segregated physician"s waiting rooms in the 
town of Lexington, Mississippi. 
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had not been cleaned thoroughly when she was in the emergency 
room.126 

Monolingual citizens of Mexican American descent are often 
presumed to be illegal or undocumented persons when they arrive for 
services in hospitals in southern California. A November 1979 
newsletter reports an incident involving a Hispanic man who arrived 
in an emergency room for treatment of stab wounds suffered in an 
attack at 7 p.m. The man was conscious and speaking Spanish. 

No doctor arrived until 8:30. Upon arrival the doctor inquired about 
insur~ce for the patient and whether the patient was in the country 
legally. The wife, also Spanish-speaking and monolingual, could not 
satisfactorily answer these questions. By 10 p.m. that evening, 3 hours 
after his arrival, the patient died. He had been inadequately treated. He 
was a U.S. citizen.127 

One California ER physician has noted that he can get a private 
physician to care for a white, unconscious ER patient in 1/2 hour, but 
it takes 3 to 4 hours for an unconscious brownskin patient.128 

Undocumented persons of Hispanic origin are routinely denied care 
or given inferior care despite legal mandates in the cases of Hill-Burton 
hospitals that all residents be served. Undocumented persons, in the 
words of one administrator, are deemed not to "merit our services."129 

Minority women are especially singled out for inferior quality care. 
Sometimes this takes the form of sterilizations being performed 
without knowing consent.13 °Frequently this poor treatment extends to 
minority pregnant women. 

A young black woman in Memphis, Tennessee, suffering from a 
ruptured ectopic pregnancy was refused at one private hospital which 
did not take Medicaid patients and was refused by a second private 
facility on grounds that the hospital did not take Medicaid patients for 
"female problems." She finally was forced to seek treatment at a public 
hospital facility. 131 

128 This incident was the subject of a Title VI complaint filed with the Department of Health, 
Education, and Welfare on July 24, 1978 by Robyn E. Brown, Urban Indian Law Project, 3200 N. 
7th Street, Phoenix, Arizona 85012. 
127 "Women Hold Up Half the Sky," Nov. 1979, Vol. I, No. I, Los Angeles, California. 
128 Health System Agency of San Diego and Imperial Counties, Testimony before the Select 
Commission on Immigration and Refugee Policy Concerning Federal Funding of Health Care for 
Undocumented Aliens, Feb. 5, 1980, Los Angeles. 
128 See complaint filed by the Welfare, Education, and Legal Assistance Center with the State of 
California on Dec. 21, 1978 by Jonathan Mccurdy, Esq. 
130 See Madrigal v. Quil/igan, -F. Supp. (S.D. Cal. 1978) appeal pending, 9th Cjr. No. 3187. See also 
Walker v. Pierce, 560 F.2d (4th Cir. 1977) upholding the right of physicians to require Medicaid 
patients with a'certain number of children to voluntarily submit to sterilization following delivery or 
to otherwise refuse them medical services. 
"' Complaint filed with HEW under Title VI of the 1964 Act and Hill-Burton Community Services 
with the Department of Health, Education, and Welfare on Oct. 7, 1977, by Don Donati, Memphis 
Legal Services, 46 No. 3rd Street, Memphis, Tenn. 38103. 
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Sometimes death occurs from a total inability of minorities to gain 
access to hospitals. In March 1979, for example, a 29-year-old Hispanic 
woman and her baby died of a ruptured uterus in a rural part of Texas. 
Two hospitals turned away this acutely ill, 8-month pregnant woman 
for inability to pay.132 Similarly, Ysidro Aguinagas, an 11-month-old 
Hispanic baby, died in December 1978 after being denied admission to 
a public hospital in Dimmitt, Texas, despite the fact that the hospital 
was a Hill-Burton facility and publicly financed. The hospital would 
not admit the baby without a $450 deposit. Since the parents were 
without a $450 deposit they left the facility to seek other sources of 
care but the baby died en route. 133 

Poor Minority Health Status Resulting from Dis
crimination Is Legally Redressable 

Nonwhites of this country are less healthy than whites, they get less 
health care, and the care they get is less effective, according to a 
recent Congressional Budget Office Study.134 Despite the advent of 
Medicare and Medicaid as financial support systems, and the establish
ment of neighborhood health clinics and increa,.es in personnel under 
the National He.ilth Service Corps, the health of the minorities has 
remained relatively static compared to the health of whites.135 

The current national focus on cost containment in all areas and 
particularly in the health care field makes the passage of any national 
insurance plan unlikely in the immediate future. However, even within 
the present patchwork health system, significant changes in the health 
status of minority persons and the efficacy of the current health 
delivery system are possible. These changes will occur if current law 
and regulations are treated seriously by the Federal Government, 
Federal policymakers, and the Federal judiciary. 

Hill-Burton Assurances: A History of Sorry Performance 
The Hospital Survey and Construction Act of 1946, Title VI of the 

Public Health Service Act, commonly known as the Hill-Burton Act, 
had as its declared purpose to "assist the several States ...to furnish 
adequate hospital, clinic, or similar services to all their people. " 
(Emphasis added)136 From 1947 to 1974, Hill-Burton grants and loans 
totaled $5 billion. More than 70 percent of these monies went to 
general hospitals for inpatient beds.137 

132 See Dallas Times Herald, Saturday, Mar. 10, 1979, p. I. 
'" Aguinaga v. Castro Caunty Hosp., N.D. Texas CA 279,205 (Dec. 10, 1979). 
134 Congressional Budget Office, Health Differentials Between White and Nonwhite Americans, 
September 1977, at 37. 
"' Ibid., pp. 1-5. 
"' 42 CFR §124.601 (44 Fed. Reg. 29397). 
137 44 Fed. Reg. 29399. 
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In return for these Federal funds, assisted facilities were required to 
provide two assurances: first, that a reasonable volume of services • 
would be made available to persons unable to pay; and second, that the 
services of the facility would be made available to all persons residing 
in the area of the facility. These two statutory obligations are known as 
the "uncompensated service" and "community service" assurances, 
respectively. 

In 1974 the National Planning and Resources Development Act, 
P.L. 93-641, was enacted. This law authorized a new Hill-Burton 
program: Title XVI of the Public Health Services Act, 42 U.S.C. 
§3000 et seq. Congress was extremely critical of the "sorry perfor
mance" by HEW and the State agencies in administering the 
uncompensated and community service obligations.138 The Secretary 
was therefore mandated to issue new regulations under the new and 
old statute (Title VI and Title XVI) that would prescribe compliance 
and monitor standards. New regulations were issued in October 1978 
and became final in May 1979.139 

The new community service regulations offer especially great 
promise for access previously denied to minorities. The new regula
tions prohibit denial of services on the basis of race, color, national 
origin, creed, or any other ground unrelated to an individual's need for 
or the availability of needed services in the facility. Facilities must 
participate, if eligible to do so, in Medicare and Medicaid as well as 
other Government programs that provide reimbursement for services 
at an amount not less than actual cost. 

Certain admissions policies are also prohibited. The new regulations 
prohibit a Hill-Burton facility from denying emergency services to any 
person who resides in the facility's service area on the ground that the 
person is unable to pay. Emergency patients may be transferred or 
discharged only when appropriate medical personnel determine that 
transfer or discharge will not subject the person to a substantial risk of 
deterioration in the person's medical condition.140 The new regulations 
also prohibit Hill-Burton facilities from using admissions policies 
which have the effect of excluding persons on grounds other than 
those permitted in the regulations. This rule reaches the practices of 
excluding persons without private physicians, excluding Medicaid 
recipients because of staff physicians' refusal to provide treatment, or 
excluding persons because of advance deposit requirements. 

In enforcing compliance with the regulations, HHS has provided for 
establishment of an affirmative action plari to ensure that services are 
available in accordance with the regulation should noncompliance be 
138 Id. 
139 44 Fed. Reg. 29399. 
"" Id. 
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found. This will allow HHS to require hospitals to obtain an 
agreement from staff physicians that they will accept Medicaid 
referrals or establish new clinics through which Medicaid patients and 
other persons requiring hospitalization may be admitted, or requiring 
hiring or contracting with qualified physicians to treat Medicaid 
patients and minorities who do not have private physicians. 

HHS has been slow to fully implement these powerful new 
regulations. More than 6 years passed before an assurance reporting 
form was issued, although it was mandated by the National Health 
Planning and Resources Development Act. HHS also has not yet 
issued a civil rights survey for use in monitoring community service 
and Title VI of the 1964 Civil Rights Act compliance. A stipulation 
was entered into on March 12, 1980, in Lugo v. Harris, 426 F. Supp. 28 
(N.D. Ohio 1976), by which HEW agreed to forward to 0MB a 
hospital survey of this nature. It is imperative that this form be released 
without further delay. 

Finally, HHS must commit itself to enforcing these assurances. For 
too long the department has paid only lip service to its enforcement 
obligations, proceeding only when forced to by litigation. Continuing 
reliance on private enforcement actions cannot, by themselves, realize 
the potential of these assurances. 

Title VI of the 1964 Civil Rights Act 
On December 1, 1976, a Federal regulation was issued under Title 

VI of the 1964 Civil Rights Act. This regulation required all Federal 
agencies to publish Title VI guidelines for each type of program to 
which they extended financial assistance. Such guidelines were to be 
published within 3 months of the effective date of the regulation. 

The guidelines were to describe the nature of the Title VI coverage, 
methods of enforcement, examples of prohibited practices in the 
context of the particular programs, required or suggested remedial 
actions, and the nature of the requirements related to employment, 
data collection, complaints, and public information. These guidelines 
were to be made available to recipients and beneficiaries of Federal 
financial assistance and were to be made available in languages other 
than English where appropriate. 

HHS has not yet issued such guidelines for State-administered 
continuing programs.141 Guidelines should also be issued immediately 
by the Office for Civil Rights in HHS for hospitals, nursing homes, 
categorical grant recipients such as community health clinics, rural 
health clinics, community mental health clinics, health systems 
agencies, and State health planning and development agencies. Once 

"' 28 CFR §42.404, 405, 41 Fed. Reg. 52669 (Dec. 11, 1976). 
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issued, those guidelines must be aggressively enforced by the Depart
ment. 

Medicaid 

Early and Periodic Screening, Diagnosis, and Treatment (EPSDT) 
The Medicaid EPSDT program requires that States provide 

comprehensive primary and preventive health care servic.es to approx
imately 10 million children, the majority of whom are nonwhites. 
States must not only pay for care but assure that it is received in a 
timely fashion. Yet nationwide, the program reaches only one-fourth 
of the eligible populatio~. The participation rates for minorities are 
even lower than for the general population, yet States have failed to 
evaluate the causes for lower participation rates and correct them. 

• Furthermore, of children screened, nearly half of disclosed conditions 
are never treated. 

Poor State administration accounts for much of the EPSDT 
program's failures. Few providers participate in the program due to 
such factors as poor payment rates. Many caseworkers fail to tell 
eligible families about the services to which they are entitled and how 
they may be obtained. Outreach efforts are particularly poor in 
minority neighborhoods. Many States refuse to offer such mandatory 
support services as scheduling and transportation. 

Eligibility 
In general, the Medicaid program itself gives the States optional 

choices of eligibility which have the effect of curtailing minority 
participation and denying vitally necessary services. States have not 
been loath to select those eligibility options which have a discriminato
ry impact; for example, prenatal care is urgently needed by pregnant 
minority women due to higher neonatal mortality rates, yet many 
States with substantial minority populations opt not to provide 
coverage for first time pregnant women. Many Southern and South
western States have selected eligibility options which have the effect 
of limiting the participation by rural southern blacks, Hispanics, and 
Native•,Americans, and divert funds away from vitally needed health 
care for minorities. No Title VI guidelines have been issued for 
compliance in this area, and the Federal Government fails to 
systematically collect data or monitor compliance. 

Cutbacks 
When States cut back on Medicaid services, the first to go are often 

the very basic primary and prenatal care services which minority 
children and mothers so desperately need. To cite an example, the 
State of Texas recently responded to its latest Medicaid budget 
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reduction by drastically reducing EPSDT services below medically 
acceptable levels. A year ago children were able to obtain medical 
checkups and dental care on an annual basis. Now care is available 
only once every 3 years. The majority of Medicaid eligible children in 
Texas are members of racial minorities. 

Cutbacks in North Carolina had a vastly disproportionate impact on 
minorities. Despite the failure of HHS to investigate and review the 
cutbacks, a private lawsuit was filed against the State. This litigation 
was successfully settled without trial and the cutbacks were with
drawn. Graves v. Morrow, E.D.N.C., No. 77-324-CV5 January 1, 1978. 
~S should be performing its responsibilities in this area, •rather than 
abdicating its responsibilities to the public interest bar. 

Data Collection 

Medicaid Management Information Systems (MMIS) 
MMIS is a 90 percent funded Medicaid computer system to increase 

the efficiency of State Medicaid agencies. Almost all States either have 
or are developing this system to issue Medicaid cards and pay 
Medicaid providers. HCFA [Health Care Financing Administration] 
has established extensive criteria for what information MMIS should 
collect. One criteria which HCFA has failed to establish is the 
inclusion of racial identifier(s) to allow MMIS information and data to 
be broken down by race. This relatively simple requiren'.i'ent would 
allow States to fulfill their own obligations under both 45 CFR 80.6(b) 
to have data on Medicaid usage by racial minorities and under 45 CFR 
80.4(b )(2) to establish methods of administration to monitor the Title 
VI compliance of Medicaid providers. Yet HHS has failed to take even 
this first step to guarantee information so essential to Title VI 
compliance. 

Professional Standards Review Organizations (PSROs) 
The Medicare-Medicaid Anti-Fraud and Abuse Amendments of 

1977 (P.L. 95-142) contained a provision which creates a potential 
data base for monitoring of patient service patterns of hospitals 
participating in Medicare and/or Medicaid. Section five of the act, the 
PSRO amendments, states that PSROs shall provide data and 
information in such format and manner as may be prescribed by the 
Secretary. Subject to PSRO review are aggregate health statistics on a 
geographic, institutional, or other basis to reflect the volume and 
frequency of services furnished, as well as demographic characteristics 
of the population. PSRO patient profiles should thus be recorded in 
terms of age, sex, diagnosis, and zip code, as well as race or ethnicity. 

HHS could use such data to supplement other reporting forms and 
identify problem areas for compliance proceedings. HSAs could also 
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effectively use such data to plan better access in the health planning 
process. Moreover, the availability of such data coulq expedite private 
enforcement actions. Despite this potential, HHS has aggressively 
sought to maintain the confidentiality of this data. 

Maternal and Child Health, Title V 
Extremely poor health planning to· develop primary or prenatal 

services where they are needed results in effective discrimination 
against minorities. State maternal and child health agencies, which are 
expressly charged with developing these services for medically 
underserved mothers and children, tend to spend their funds in 
unaccountable fashions. For example, 20 out of 100 North Carolina 
county health departments offer nd prenatal services whatsoever, 
while between 80 and 90 percent of pll mothers and children served 
through special Title V maternity and child projects are nonwhite. 
States have spent a progressively smaller share of their Title V funds 
on expanding and enriching these projects. Again, civil rights 
enforcement by HHS in this area has been negligible. 

Public Hospitals 
The current fiscal crisis, causing closure of the only hospitals 

available to a majority of the inner-city minority poor, should be 
addressed in a forceful way by the Federal Government. Expansion on 
Medicaid and Medicare waivers to permit public hospitals to compute 
the cost of unreimbursed care in the reimbursed rates for Medicare and 
Medicaid should be undertaken. Grants should also be given directly 
to financially troubled hospit;ls based on -sui:h criteria as location in a 
medically underserved area where no alternatives for indigent medical 
care are available. Financially troubled hospitals .in medically under
served areas should also be able to bill Medicaid for the reasonable 
cost of outpatient as well as inpatient services. 

If greater enforcement of Hill-Burton and Title VI prohibitions 
were carried out by HHS, minorities would have greater access to 
private facilities, relieving to some degree the burden on public 
hospitals. The Federal Government should also take the lead in 
establishing specific indigent care criteria to qualify hospitals for 
Federal nonprofit tax status. 

Health Planning 
With the passage of Public Law 93-641, the National Planning and 

Health Re~urces Development Act of 1974, much health planning 
activity has been focusecl around local health systems agencies which 
were designed to identify and plan for the health needs of local health 
service areas. 
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Some of the major activities of the health systems agencies have 
been development of health systems plans, reviews of certificate of 
need applications for capital expenditures and new services provided 
by hospitals, and reviews of proposed federally funded projects. 
Participation today in these activities has been minimal and certainly 
not reflective of the large percentage of minorities in the country. 

Minority representation and participation on governing bodies, 
committees, and staffs of HSAs has been poor. Often, those minorities 
that are chosen are neither selected by nor responsive to the needs of 
the minority communities, especially the low-income segments. 

As a result, health systems plans often inadequately address the 
needs of minorities. HSAs have also consistently failed in r(;!viewing 
projects to con~ider whether the project meets the needs of the 
minority and low-income members of the community. 

HHS has finally recognized that requirements of Title VI of the 
1964 Civil Rights Act are applicable to health planning. (P.L. 93-641, 
Title XV, and §1122 of the Social Security Act (42 U.S.C. 
§1320(a)(l)). Current proposed regulations would require Title VI 
review of reductions of services and hospital closures.142 However, 
review should not be required where capital expenditures are not 
involved. 

Specific guidelines for health planning agencies still have not been 
established. These guidelines must be promptly promulgated and 
activities of these agencies must be closely monitored. In this way the 
Department can assure that such products as State health plans will be 
responsive to the needs of minority communities . 

• 

Conclusion 
Gunnar Myrdal articulated the importance of Federal leadership in •

overcoming discrimination in health care in 1944: 

We can conclude from known facts...that what is needed in 
the way of special attention to Negroes is constant vigilance against 
popular and official prejudice in the application of a general 
medical and health program. In view of the racial attitudes 
prevalent. . .it is. . .necessary that national organizations, and 
specifically the federal government, take a firm lead in this 
work.143 

The need is as great for such leadership in 1980 as it was in 1944. It 
has been said that without the possibility of action, all knowledge is 
received and labeled "file and forget" .144 

,.. 45 Fed. Reg. 20026 (Mar. 26, 1980). 
"' Gunnar Myrdal, American Dilemma, op. cit., p. 175. 
"' Ralph Ellison, Invisible Man, Random House, 1947. 
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I urge this body to act on the information it has received. Schedule 
hearings, rather than consultations, assign staff to this issue, develop 
reports, and urge congressional oversight investigations. The continu
ing inequities in the American health care system is apparent from the 
most cursory review. All that is required is a collective will to correct 
them. 
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HEAL TH CARE AND CIVIL RIGHTS 

Roma J. Stewart* 

In earlier years and still today, education-related civil rights issues 
have commanded the lion's share of attention from management and 
from investigative staff of HEW's Office for Civil Rights. For the past 
2 years, however, OCR has devoted an increasing amount of its time 
to health-related civil rights issues. 

One consequence of that early emphasis on education is that the 
public is generally less aware of the major disparities faced by 
minorities, the handicapped, and the aged in terms of accessibility to 
health care. Another consequence· is that much remains to be done in 
identifying and correcting discriminatory practices in the health care 
system. 

The Scope of the Health Care System 
The term "health care system" covers a multitude of entities 

differing markedly from the more familiar and less complex education 
system in management, in financing, in the ways that people gain 
access to services, and in the ways they are served. Schools have a 
relatively simple administrative structure, with boards to make policy, 
superintendents to carry out policy, and funds which come largely 
from public sources-local, State, and Federal. 

By way of contrast, hospitals-the core of the country's health 
delivery system-are supported in part by public funds, in part by 
payments from private citizens, and in part by insurance programs, 
both private and public. About half of the Nation's.health care bills are 
paid by private insurance policies. Communities do not control the 
practices of the health care system. While schools are managed at the 
staff level by educators, and at the top by elected board members, 
hospitals are controlled by many professions, each with an indepen
dent relationship to the patient. For all these reasons, health care 
presents an extraordinarily complicated set ofproblems. Responsibility 
for discrimination and for corrective action is far more difficult to 
pinpoint in health than in education. 

The scope of the job is enormous. For example, there are more than 
6,000 short-stay hospitals with a million beds, and more .than 600 long
stay hospitals with 300,000 beds. There are some 18,000 nursing home 
facilities that provide intermediate or domiciliary care for 1.3 million 

* Director, Office for Civil Rights, Office of the Secretary, Department of Health and Human 
Services. 
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people. The rate of nursing home care is going to rise with the increase 
in the number of people past the age of 65. 

The Federal investment in this massive health care system is large. 
Between 1946 and 1979, the Federal Government provided approxi
mately $4 billion in grants and loans to finance the construction and 
rp.odernization of 7,000 hospitals, nursing ho~es, and other health care 
facilities. In addition, the Federal Government through Medicare and 
Medicaid paid close to $40 million in FY 1977 for health care, or 
almost 28 percent of the total expenditur~s for health services 
nationwide. The Federal share goes up each year. 

By midyear health and education will have separate Cabinet-level 
ic;lentities for the first time. Congress has mandated the establishment 
of a new Department of Education. As a result, two-thirds pf OCR's 
resources will move into. the new Department by May 7 and one-third 
will remain in the Department of Health and Human Services. 
Enforcement of civil rights throughout the health care system can 
only benefit from this change. For the first time, the Office for Civil 
Rights will mount an enforcement program with a separate manage
ment and investigative team devoted exclusively to Health and Human 
Services issues. 

Of the 1,700 positions currently authorized for the Office for Civil 
Rights, 567 will be assigned to Health and Human Services. The other 
positions wilf go to the Department ofEducation. 

HEW has asked Congress for 100 additional positions for OCR by 
FY 1981, and for an authorization of $21,931,000. The additional 
positions are sought to permit the effective enforcement program 
which experience clearly shows to be essential. 

The reorganization is a new factor among the priorities facing the 
Office for Civil Rights this year. At the same time, the new structure 
affords an unprecedented opportunity to establish a vigorous and 
productive civil rights program directed toward health and human 
services. 

In making plans for FY 1980 that will help to achieve this goal, 
OCR divides health care into three general categories for purposes of 
analysis: 

1) Barriers to access to health care on the basis of race, national 
ongin, or handicap. 

~.2) Disparities in the quality of care afforded minorities and 
handicapped as compared to care for others. 

-3) The extent to which health planning agencies take civil rights 
into account in'project review and planning. 

To make the best use of the experience gained so far, and to acquire 
the basic information needed to identify patterns of discrimination in 
the health care system, OCR initially is focusing more of its energy on 
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eliminating barriers to access for minorities and the handicapped. 
Ultimately, we intend to probe the even more difficult area of 
comparability of care-that is, whether minorities, the aged, and the 
handicapped receive the same quality of care once they have gained 
access into a health care facility. 

In examining the problems that beneficiaries have in gaining access 
to health care institutions, OCR has identified some specific areas in 
which past investigations have revealed frequent problems. They 
include the following: 

1) Admissions practices of hospitals and long term care facilities. 
2) Hospital services to minority group persons and the handi

capped. 
3) The activities of health planning agencies. 
4) The failure of State Medicaid agencies to monitor hospitals and 

other providers to ensure that they do not discriminate. 
5) Availability of services, including such issues as hospital 

relocations or closings, and their impact on minorities and others. 
6) Practices ofmental health centers and mental hospitals. 

OCR Plans for Program Support 
OCR will direct its attention to effectively formulating policy, 

gathering data, and training personnel. 
New policy guidance is planned specifically in the following areas: 
• Hospital closings. Where hospitals are located in areas with high 

minority group populations, hospital closings, relocations, or reduc
tions in service may have adverse effects on minority patients. 

• Provision of bilingual services. Those with limited English
speaking skills are often denied access to essential health and social 
services because of the lack of bilingual services. 

• Access to hospital services. Minorities have difficulty in being 
admitted to services, particularly inpatient services, because of policies 
racially neutral on their face but discriminatory in practice. They are 
then forced to travel excessive distances to reach hospitals willing to 
accept them. • 

• State agency planning. The need for efficiency and cost 
containment in health service delivery makes health policy planning at 
the State level increasingly important. OCR policy is needed to 
provide guidance to planning organizations to ensure that State 
policies do not discriminate against minorities, the handicapped, and 
the aged. 

• Long term car~. A policy will be developed to provide nun;ing 
home operators and compliance and enforcement staff with guidance 
in ensuring that referrals and admissions do not violate civil rights 
laws. 
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New data must be collected to determine which issues and 
institutions should receive priority attention. Just as data has always 
been an extremely important tool for civil rights compliance in the 
education area, data is critical for reviewing the health care system as 
well. A review of available information confirms that major disparities 
exist between minorities and nonminorities in access to health care, 
and strongly implies pervasive racial discrimination. HEW's recently 
released annual health report to Congress, (Health, U.S.A., 1979), 
indicates the extent to which the health status of minorities lags behind 
other Americans. It shows: 

• That black women are much less likely than white women to 
receive prenatal care during the first trimester of pregnancy-only 59 
percent of black women do so, compared with 77 percent of white 
women. 

• That the black infant mortality rate is twice the rate for white 
infants-23.6 compared to 12.3, per 1,000 live births. 

• That blacks suffer from c:;ardiovascular disease, such as heart 
disease, stroke, and hypertension, at a higher rate than whites. 

• That blacks and American Indians have a much higher death 
rate than other groups. 

To obtain more specific data on institutions, OCR is preparing a 
hospital survey form to assist the Department in targeting hospitals 
which may not be in compliance with the civil rights laws, or with 
their obligation under the Hill-Burton Act. In addition, the types of 
data needed for use by health planning agencies have been identified. 
Specifically, OCR believes that these agencies cannot adequately plan 
for the needs of minorities and other medically underserved persons 
unless they collect and analyze demographic data and medical 
indicators ofneed. 

In education, both public funding and public policy have long 
supported the collection and use of data to count the number of 
children by race, ethnicity, handicap, and sex. In medical care there 
are no uniform data systems to count and describe all the people who 
need medical care services, or to measure the effect of medical care on 
the health of the population. If we can begin to develop such uniform 
data systems, our job will be considerably easier in the future. 

OCR will do more compliance reviews of systems of health care in 
the future. OCR is,developing a comprehensive training program to be 
held in late spring and summer of this year to improve the quality of 
systemwide compliance reviews and complaint investigations. 

OCR Plans for Compliance and Enforcement 
The impending·reorganization opens the first major opportunity for 

OCR to concentrate more of its resources on systemwide compliance 

321 



reviews, where patterns of discrimination can be found and corrected 
in ways that benefit larger numbers of people than are helped by 
individual case resoiutions. Because,of the Adams .v. Califano lawsuit, 
OCR has applied much of its investigative staff to the resolution of 
individual complaints. There is no question that through systemic 
compliance reviews OCR can achieve more far-reaching results than 
can be obtained by investigation of an individual complaint. 

In FY 1980, OCR plans to undertake 275 health and human 
development compliance reviews. Plans call for the following sched
ule: 

• 17 reviews for discrimination in accessibility and admissions in 
hospitals, nursing homes, and extended care facilities. 

• 17 reviews of delivery of services in the provision of Medicaid 
and Medicare services. 

• 59 reviews of hospitals for discrimination on the basis of national 
origin or handicap, including bilingual services and capability for 
meeting the needs of visually or hearing impaired patients. 

• 59 reviews of welfare agencies for discrimination in the provi
sion of services to minorities and the handicapped. 

• 17 reviews of child welfare referral practices, including foster 
care, bilingual servfoes and location of services in terms of accessibility 
for minorities and the handicapped. 

• 17 reviews of planning activities by health service agencies. 
• 59 reviews of supportive services to the ·elderly and disabled. 
• 30 reviews of mental health centers and mental health hospitals 

in terms of equal care and bilingual services. 
This schedule is based on the early completion of reviews started in 

FY 1979. In addition to the compliance reviews, regional offices will 
continue to conduct individual complaint investigations and to 
commence them promptly after receipt of complaints. 

Prob~msofDmcrimmaffon . 
From all indic~tions, minorities do not have equal access to health 

care. Health care traditionally has been provided through a "dual 
track" system. Public hospitals serve the indigent, including most 
minority patients. Private hospitals serve the paying patients, and have 
a predominantly white clientele. 

Some disparities are the vestiges of historical patterns of racial 
segregation. In Louisiana, for example, separate hospitals were built 
for blacks. Race, not ability to pay, determined which hospital was 
accessible to which patient. Until 1964 the Federal Government made 
grants and loans to segregated hospitals under the Hill-Burton Act. 
Further, until the mid-1960s, black physicians were not given staff 
privileges at some nonpubli~ hospitals. The vestiges of this system 

322 



when combined with subtle discriminatory practices of today, perpetu
ate health care access problems for the black American. 
, Any effoi:.ts -to ensure _equal access and equal quality of health care 
for minorities must confront the economic framework that obscures 
discriminatory practices. To do this, OCR must look at the procedures 
and policies step-by-step. Following are some examples of what OCR 

. . 
has learned about these policies and procedures. 

Many hospitals admit only patients who are referred by doctors. 
Minorities often have. no private physician who can open the door. 
Some doctors automatically reject patients who rely on Medicare or 
Medicaid to pay their bills, ostensibly because the doctors consider the 
rate of reimbursement under these programs to be less than they can 
get from patients covered by private insurance policies. The refusal of 
doctors to handle Medicare and Medicaid patients automatically 
excludes low-income minorities from the service of a physician who 
could serve as a conduit for hospital admission. Faced with such 
barriers, minorities often use emergency rooms for primary care when 
others might consult a private physician. Even at the emergency room 
door, minorities are often given only the .immediate life-sustaining 
treatment and a quick referral to a hospital that cares for indigents. 

Hospitals sometimes require a deposit before admission, setting rates 
so high that minorities cannot meet the ini~ial expense. For all practical 
purposes, the deposits bar minorities from access. This practice 
appears to be used often in areas populated by Hispanics. OCR finds 
also that physicians in some areas serve on the staffs of more than one 
hospital but routinely refer nonminority patients to one hospital, while 
referring minority patients to another. 

Native American Indians are often denied inpatient and emergency 
care by hospitals. OCR finds that some hospitals routinely refer Native 
American Indians to the Indian Health Service facilities, even though 
these regional care facilities are located many miles away. This is a 
violation of Title VI of the Civil Rights Act of 1964, and where we 
find the practice we attempt to obtain corrective action. Federal 
policy is clear on this issue. Indian Health facilities are a supplemental 
resource, and other federally assisted hospitals are not relieved of their 
obligation to accept patients without discrimination. 

Hospital Closures 
OCR is particularly concerned about still another economy-related 

.practice that is heavily weighted against minorities-the relocation or 
closure of hospitals. Inner-city hospitals are often the only source 
available to minority citizens for emergency care, outpatient care, .or 
long term care; at least they are the only source of care within 
reasonable distance. Nevertheless, economic reasons appear to dictate 
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closing of some community facilities, and it is inevitable that the first 
ones targeted for closing are the older inner-city hospitals, which are 
chronically understaffed and overcrowded with aging buildings and 
equipment. 

The inner-city poor, most of them minority citizens, are least able to 
cope with the additional costs of transportation. Whether they can 
afford to travel to the suburbs or not, they are forced by hospital 
closures and relocations to assume greater risk in case of emergency
including childbirth as well as life-threatening accidental injury, 
strokes, heart attacks, or other health problems. 

Aside from outright closure or relocation, some communities seek to 
relocate certain kinds of hospital-based services, such as obstetrics. 
Actions of this kind can be taken so quietly that they are accomplished 
before the community is aware of impending loss of vital services. 

The Federal Government itself, with its emphasis on cost contain
ment, may inadvertently contribute to the relocation or closure 
problem, since reductions in hospital beds are encouraged by HEW. 
OCR must attempt to ensure that no civil rights are violated in the 
process. 

OfflerExamp~sofDmcrimmatton 
Out of its experience to date in health care investigations, OCR has 

identified several other problems involving a strong probability of 
discrimination. They include: 

• Refusal by some hospitals to provide inpatient care to persons 
addicted to drugs or alcohol. 

• Denial of admission for care for persons who have not been 
referred by a doctor. 

• Segregation of patients based on whether they are clinic patients 
or private patients, thereby racially segregating portions of the 
hospital. 

• Denial of staff privileges to doctors on the basis of race. 
• Denial of services to Hispanics and Asians in hospitals and health 

maintenance organizations (HMOs) which are unprepared and unwill
ing to hire bilingual staff. 

• Denial of equal care to hearing-impared patients by hospital 
emergency wards because no interpreters are provided. 

These examples ,of discrimination have already been identified in 
OCR's dealings with civil rights issues in hospital care. Similar 
patterns pervade long-term care. We find: 

• Nursing homes that limit Medicaid admissions to a set percent
age of total numbers ofpatients. 
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• Nursing homes that consistently rule out admission of patients 
with certain handicapping conditions, including deafness and 
blindness. " , n 

• Nursing homes and other health care facilities that refuse to hire 
qualified handicapped persons. 

• Nursing homes that segregate minorities and persons with 
certain types of handicap once they have been admitted. 

• Fraternally owned nursing homes that explicitly refuse to admit 
pe9ple of a particulai: race or national origin. 

In general, blacks are barred from nursing homes by so many 
obstacles that they are often reduced to living in unlicensed and 
substandard boarding homes where they cannot receive Medic~d 
benefits, and where the quality of care is inferior. 

Although most of these problems relate to accessibility, they also 
raise questions about the quality of care in hospitals and nursing 
homes. 

Minorities often allege that even when health care is available, the 
quality of that care is suspect, compared to the quality of care for 
nonminorities. 

While the \ssue targeted in this report is physical health care, OCR 
has noted the overlapping relationship of physical and mental health 
care. An example is in the failure of some health care programs to refer 
handicapped persons for counseling or psychological help. 

Health Planning Systems 
Also noted earlier is the importance attached to the role of health 

planning systems in the equal planning for health care on the basis of 
race, national origin, sex, handicap, and age. 

Health planning, as discussed here, is the process by which 
resources are developed to meet present and future needs of the 
community, under the Health Planning and Resources Development 
Act of 1974. 

Part A of the National Health Planning and Resources Develop
ment Act established a National Council on Health Planning and 
Development, and directed the Secretary of HEW to issue national 
guidelines for health planning. These guidelines, in effect since March 
28, 1978, set standards for the supply, distribution, and organization of 
health resources. 

Part B creates a network of health systems agencies (HSAs) that are 
responsible for area health planning and development. 

Part C provides Federal funds for State governments to develop 
State Health Planning and Development Agencies (SHPDAs). Most 
of the power in the planning process is vested in the SHPDAs, which 
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will administer certificate of need programs and review institutional 
health services offered in their States every 5 years. 

These federally supported agencies have• ,a responsibility to assure 
delivery of services free of discrimination. OCR has ·an obligation to 
hold them to their legally mandated commitment. In at least one 
instance, a planning agency disregarded findings of past civil rights 
violations by institutions under review. OCR has likewise observed 
that civil rights issues are not afforded an appreciable amount of 
consideration in the planning or review process. Minorities and 
handicapped persons are underrepresented in HSAs and SHPDAs, 
where their presence in greater numbers could be expected to focus 
more attention on civil rights priorities. 

During the past 2 years, OCR has conducted several compliance 
reviews which provide new information on the role of the planning 
agencies in connection with discrimination in health care. Additional 
reviews will add to the knowledge on hand and enhance OCR's ability 
to devise policy and remedies for civil rights violations. 

HEW is improving coordination of health-related civil rights efforts 
within its component agencies. For example, a memorandum of 
understanding between the Office for Civil Rights and the Public 
Health Service allows each agency to use its fields of knowledge and 
resources in a concerted effort to root out discriminatory practices. 
Under this agreement, OCR will assume part of the compliance 
responsibility for the community service obligation of facilities that 
received Hill-Burton funds. The Hill-Burton funds were provided to 
hospitals and other health care facilities under Title VI and Title XVI 
of the Public Health Service Act. These funds require facilities to 
make their services available without discrimination on any ground 
unrelated to the individual's need or the availability of the service. The 
community service obligation also bars denial of emergency care to 
patients who cannot pay. If a facility is covered by the agreement, it 
must admit Medicare and Medicaid beneficiaries to the facility. These 
civil rights and community service obligations are closely related and 
can be monitored by both OCR and PHS for best results. Community 
service reviews will be incorporated in civil rights reviews already 
scheduled by OCR. OCR will investigate complaints and initiate 
compliance reviews, and the PHS staff will help secure remedial 
action where no civil rights issues are involved. 

OCR has recently been assigned enforcement responsibility for the 
Age Discrimination Act. Major tasks with reference to age discrimina
tion include: 

• Development of compliance and enforcement policies and 
procedures. Procedures for the processing and investigation of 
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complaints will be developed and implemented. Age discrimination 
compliance reviews will be initiated in Fiscal Year 1981. 

• Provision of technical assistance to Federal recipients and 
beneficiaries, including public information initiatives to inform people 
of their rights and how to obtain help when discrimination is 
suspected. 

• Development and issuance of policy interpretations and periodic 
revisions of the Age Discrimination regulations. Once OCR has had 
some experience in addressing and resolving ADA complaints, we will 
issue policy guidelines and interpretations as needed. This approach 
will also help OCR determine whether revisions to the ADA 
regulations are required. 

OCR has gained considerable experience in the health field in its 
long investigation of and subsequent legal proceedings against a 
number of New Orleans hospitals. A summary of Title VI proceedings 
in those cases helps to indicate the problems OCR finds and the legal 
process OCR uses for obtaining remedies. The summary follows: 

New Orleans Hospital Review 

Background 
In 1971 HEW was sued in Cook v. Ochsner, U.S. District Court for 

the Eastern District of Louisiana, for not enforcing Title VI with 
respect to seven hospitals in New Orleans. In 1974 OCR agreed in a 
consent decree to conduct a Title VI review of all hospitals in New 
Orleans. Central to the review was the collection (from all hospitals in 
New Orleans receiving Federal assistance) of data on the number of 
patients admitted, by race, methods of payment, and admission, and by 
name of admitting physician. Mercy and Southern Baptist Hospitals 
refused to provide the data until OCR obtained a court order requiring 
them to do so. 

Hotel Dieu, Mercy, and Southern Baptist Hospitals ,i· 
On July 17, 1977, OCR notified Hotel Dieu, Mercy, and''Southern 

Baptist Hospitals that it found them in violation of Title VI. 
Investigation revealed that prior to their participation in the Medicare 
program in the mid-1960s, each of the hospitals had an official practice 
of excluding black patients. Although each of the hospitals adopted 
open-admission policies upon entering the Medicare program, they 
took no action to make their facilities open to black patients, and the 
hospitals remained all-white institutions. OCR also concluded that the 
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present underutilization of the hospitals by black patients was a vestige 
ofpast discrimination which these institutions must eradicate.1 

In May 1978 OCR initiated administrative.,enforcement,proceedings. 
In November 1979 the administrative law judge. (ALJ) agreed with 
OCR's allegations of past [pre-1964] discrimination. The judge ordered 
all Federal assistance in the form of Medicare and Medicaid to Mercy 
and Hotel Dieu Hospitals terminated. The ALJ, however, refused to 
terminate Federal Assistance to Southern Baptist Hospital because of a 
settlement proposal submitted by Southern Baptist during the course 
of the hearing. 

OCR filed exceptions with the Reviewing Authority to the ALJ's 
acceptance of the Southern Baptist plan, on the basis that OCR was 
not permitted to evaluate the plan and that ·evidence introduced by the 
hospital showed that the plan would not work. 

Ochsner Foundation Hospital 
On July 17, 1977, OCR found Ochsner Foundation Hospital in 

violation of Title VI. In October 1978 Ochsner's attorneys orally 
presented a plan for compliance. 2 The plan included a commitment to 
open up the Ochsner Clinic (a private medical partnership whose 
physicians constitute the staff of the Ochsner Foundation Hospital) to 
Medicaid and Medicare patients on a walk-in basis, to open up a sickle
cell clinic, to formally recruit black physicians on a national basis, and 
to appoint a black to the Ochsner Foundation Board of Trustees. This 
proposal was tentatively accepted. OCR is monitoring progress. 

Methodist Hospital 
In December 1977 OCR found Methodist Hospital in noncompli

ance with Title VI. Investigation showed that Methodist had several 
methods of administration which excluded black patients. In fall 1979 
1 The three hospitals-Hotel Dieu, Mercy, and Southern Baptist-deny OCR's findings that they 
had an "official practice of excluding black patients" prior to the mid-1960s and that they "took no 
action to make their facilities open to black patients, and...remained all-white institutions." The 
hospitals point to instances of blacks being treated at the hospitals prior to 1964 and to the 
Administrative Law Judge's finding that "there is no evidence that [the hospitals] promoted or 
espoused the doctrine of segregation." The ALJ pointed out, however, that there is also no evidence 
that the hospitals "disobeyed, resisted, or opposed the pervasive pattern and law of segregation. 
Thus, it was a situation of compliant obedience" ( Hotel Dieu Hospital, 79 HUD No. 30, (Oct. 6, 1979), 
p. 23). He also stated that "neither the prior Federal approval nor the State requirements, lessens the 
discriminato~ impact of segregation, or excuses [the hospitals'] participation" (ALJ decision, p. 82). 
The Administrative Law Judge did reject the reference to "white only," but found that two of the 
hospitals remained "racially identifiable," by his definition. He also found that although there were 
isolated instances of blacks being treated prior to 1964, these did not constitute an "overall open 
admissions policy" (79 HUD No. 30, p. 24). 
The hospitals objected to OCR's finding that present underutilization of the hospitals by black 
patients was a vestige of past discrimination. The Administrative Law Judge found that, whereas 
little direct evidence pointed to discrimination since 1964, statistical evidence could be used to 
determine whether vestiges of past discrimination remain (79 HUD No. 30, pp. 83-84). 
2 The Alton Ochsner Medical Foundation denies that it has ever been in violation of Title VI. The 
fact that it submitted a plan of compliance does not, in its view, imply acquiescence in OCR's 
findings, but is an attempt to avoid litigation. 
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OCR accepted a plan by the hospital to bring it into compliance. As 
part of its plan, Methodist agreed to stop providing the race of the 
patient and 'his or her method of'1payment when referring a patient 
from its emergency room to its medical staff physicians. In addition, 
the hospital agreed to accept patients from nearby primary care clinics 
treating large numbers of black patients. 

Louisiana State Department of Health and Human Re
sources 

When OCR initiated enforcement proceedings against Mercy, Hotel 
Dieu, and Southern Baptist Hospitals, it also ordered all agencies 
responsible for disbursement of HEW assistance to defer all applica
tions for additional and new assistance pending a decision by the ALJ. 
Mercy and Southern Baptist Hospitals applied to the State Department 
of Health and Human Resources for funding under Section 1122 of the 
Social Security Act. Their applications were approved notwithstand
ing contrary instruction from HEW. 

After months of unsuccessful attempts by OCR to settle its 
differences with the State Department of Health and Human Re
sources, in September 1979 OCR initiated enforcement proceedings. 
The ALJ has ruled that OCR lacked authority to impose deferral. This 
decision will be appealed. 
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Health Services Administration: Providing 
Health Care in Rural America 

dC' 

The Federally Responsible Government 

George I. Lythcott, M.D. * 

Health Services Administration 

Overview 
As Administrator of the Health Services Administration (HSA) for 

the past 2. years, I have become increasingly aware that this agency 
must respond to a broad spectrum of human needs. We must also meet 
the special challenge of delivering needed health care to a diversity of 
people in a variety of cultural and geographic settings. 

The HSA responds to these demands by insuring access to care 
where there are no doctors, nurses, or other resources; by helping 
define what services are needed by what groups of people; by 
establishing effective ways of delivering those services; and by 
insuring the quality of care. 

In discharging our responsibility to deliver health care to the 
underserved, we help develop and support primary health care 
programs, recruit and deploy health manpower, meet the special 
health services needs of particular groups in our population, and devise 
creative and efficient plans to make quality health services as 
comprehensive as possible. 

The overall HSA mission is similar to that of other health related 
organizations involved in the delivery of care; that is to offer high 
quality, effective, and efficient health care. The HSA, however, is 
unique in that it serves several populations which have special needs 
which have to do with their employment, location, age, sex, and 
economic status. For example, the programs of HSA's Bureau of 
Community Health Services include migrant workers, mothers and 
children, residents of Appalachia and of other medically underserved 
areas of rural and urban America. From program to program the 
groups served are: 

• young -20 percent in Maternal and Infant (M&I) projects to 67 
percent in Children and Youth (C&Y) projects are under 17 years of 
age; 
• female-51 percent in Maternal and Child Health (MCH) projects 
to 91 percent in M&I projects are female; 

* Administrator, Health Services Administration, Assistant Surgeon General (USPHS), Associate 
Chief Medical Officer (USPHS), Department of Health and Human Services. 
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•· disadva.ntaged minorities -17 percent in MCH projects to 84 
percent in Community Health Centers are black and 3 to 67 percent 
are Spaniih; 
• unemployed -23 percent using CHC have no employed family 
member; and 
• without health financing coverage -51 percent of the users ofM&H 
projects had neither public (Medicaid or Medicare) or private 
insurance.1 

In addition, much of the Indian population of the country is covered 
by the HSA's Indian Health Service. 

The HSA service population tends to have a lower health status 
than that of the general population. Its programs for the most part 
focus on services to the poor, disadvantaged minorities, individuals 
living on fixed or limited incomes, and those who otherwise do not 
have the ability to receive or seek care through our traditional health 
care delivery system. 2 

The HSA seeks to locate its programs in only those urban and rural 
areas where they are most needed. In fact, the Agency is required by 
legislation to use much of its program resources within Medically 
Underserved Areas and Health Manpower Shortage Areas. 

This year HSA was the major source of primary health care for 
nearly 6 inillion Americans. In addition, HSA programs, particularly 
those serving mothers and children, reached millions of others. Is this 
enough? Over 50 million people live in some 7,500 urban and rural 
areas that are medically underserved; that is, where health manpower 
resources are scarce, where infant mortality levels are high, where the 
population falls below the poverty level, and where the percentage of 
people 65 and over and other demographic factors affect the 
population's demand for health services. We estimate about half of the 
residents of such areas are themselves unserved or underserved. The 
HSA programs place special emphasis on developing the capacity to 
deliver health care to as many of these populations as resources allow. 

Over the past several years, especially, beginning with a Rural 
Health Initiative in 1975, this Agency has developed the primary care 
capacity at a significant rate. This initiative has been successful in 
bringing together providers, staff, and health care managers at the 
local level via federally funded health care organizations. P~tilership 
agreements were established between our Community Health Centers, 
the National Health Service Corps, and other programs that influence 
1 U.S. Department of Health, Education, and Welfare, Public Health Service, Health Services 
Administration, Office of Planning, Evaluation, and Legislation' (OPEL)." "Characteristics of Bureau 
of Community Health Services/farget Populations and Use of Selected Preventive Services: An 
Evaluation of Program Effectiveness." (Christoffel and Eggers), Mar. 27, 1978. 
• Many of these people-39 to 75 percent-view HSA's BCHS facilities as their principal or "usual" 
source of health care. 

331 



the efforts of rural communities, inner-city health facilities, local and 
State health departments and hospitals to better serve underserved 
populations. From 262 primary health centers serving-1.4 million 
persons in 1974, we progressed to a level in 1979 of 4.6 million served 
through 814 projects. 

In FY 1980 these efforts will continue. About 250 new primary care 
projects are being funded, (145 rural and 105 urban). By the end of FY 
1980 we expect that well over 5 million persons will receive the bulk 
of their care from these projects. (This total does include the 750,000 
Indians and Alaska Natives). 

Finding ways to link statewide and comm~nity wide systems of care 
to improve services to mothers and children was another major 
Agency goal during 1979. The Child Health Initiative strengthened 
State-based child health systems through our Maternal a11d Child 
Health and Family Planning programs, through the Department of 
Agriculture's program to provide food and nutrition education to 
pregnant women and to infants and preschoolers, and through 
continued support of special projects which help establish or improve 
State systems of Child Health Care. 

Our Maternal and Child Health program supported the develop
ment of regionalized perinatal care projects in States with high risk 
infant mortality rates. These projects built care capacity at different 
levels to improve services to high-risk mothers, including pregnant 
teenagers. This support will continue in FY 1980. Services will be 
coordinated with other Agency programs, and referral systems 
developed with our Migrant Health projects and other primary care 
providers. 

The HSA also has the responsibility for helping to build a shared 
health services program for the Indian people. The Indian Health Care 
Improvement Act (P.L. 94-437), in conjunction with the Indian Self
Determination and Education Assistance Act (P.L. 93-638), defines 
the goals of improved health care and health status and the role of the 
Indian people: 

I. To insure that the health status of Indian people is raised to the 
highest level; and 
2. To encourage the maximum participation of Indian people in the 
planning and management ofhealth programs. 
These two goals provide HSA with the direction it will take in the 

years ahead. The direction is structured to address the significant 
backlog of unmet health care needs of Indian people in both 
reservation and urban ·settings, and to maintain a health system for 
providing high quality and quantity health services to these two 
groups. 
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Serving the medically underserved areas, urban or rural, is a 
complex, expensive, and time-consuming task. This Agency has made 
substantial progress in meeting the needs of the medically underserved, 
yet there is much to be accomplished. 

The remaining sections of this paper, will: 
• describe the programs within this Agency, serving rural areas; 
• discuss the issues specifically identified by the Commission for 
review; and 
• describe some of the problems facing this Agency in meeting the 
health needs of rural areas. 

Health Services Administration 

Programs Serving Rural America 
Two of the three HSA Bureaus are heavily involved in the 

provision of rural health care-the Bureau of Community Health 
Services (BCHS) and the Indian Health Service. 

Bureau of Community Health Services 
The BCHS addresses the health service delivery problems of rural 

communities in medically underserved communities across the United 
States. Programs which exemplify BCHS effort to develop the 
Nation's capacity for delivering high quality, accessible health services 
to rural areas are Community Health Centers (CHC), Migrant Healtp. 
Programs (MHP), Appalachian Health, and National Health Service 
Corps (NHSC). 

Rural Health Initiative 
The Rural Health Program within the BCHS has as its objective the 

improvement of access to health care. Its targeted service population 
includes all of the 13 percent of the total United States population 
which live in rural areas and are unserved or underserved. 

In view of the conditions which characterize many rural areas, such 
as high proportion of poor and elderly residents, and remoteness from 
hospitals, it is not surprising that there is a critical shortage of 
physicians in those areas. It is the purpose of the Rural Health 
Program to reduce barriers of access to care by bringing health 
personnel into these areas and establishing health care delivery 
systems. To induce personnel to remain in the area and to improve the 
access to secondary and tertiary care, the program focuses also on 
developing linkages between existing health services and hospitals in 
the surrounding areas. Such linkages assist in increasing the level of 
comprehensive care available to the target population and provide the 
health service personnel with professional contacts and educational 
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opportunities, increasing their levels of retention in the areas _they are 
serving. 

In FY 1975 the Rural Health Initiative (RHI) was~int.roduced to 
develop and integrate health care resources in communities having the 
greatest need. Through the integration of BCHS programs, such as 
CHC, MHP, NHSC, and the Appalachian Health Program, a system 
was developed to better utilize resources in addressing obstacles 
encountered in serving various population groups in underserved 
areas. Fourty-seven projects were developed the first year. A more 
effective distribution of financial, medical, and personnel resources has 
been developed through linkages with secondary and tertiary levels of 
care and a system of referral and consultation activities with other 
Public Health Service (PHS) programs (such as: Community Mental 
Health Centers, alcoholism programs, etc.). 

In January 1976 the Health Underserved Rural Areas (HURA) 
program was transferred to BCHS from the Social ~nd Rehabilitation 
Services as part of the Department's effort to consolidate major rural 
health activities under one administration. The program provided 
health services as well as supported research and demonstration on 
methods for the provision ofheath services. 

In FY 1978 the PHS Act was amended by P.L. 95-626. The new 
section 340 "Primary Care Research and Demonstration Projects" 
replaced the HURA program and required that projects which were 
providing health services only be transferred to other authorities. 
Forty-one of the HURA projects that were providing health care to 
rural medically underserved areas were transferred to section 330 
Rural Health Initiative projects in FY 1979. 

In FY 1980, 133 new rural primary health care centers were added 
so that the RHI rural projects funded through the Primary Health 
Care Services and rural Hospital Affiliated Primary Care Centers 
totaled 575 projects providing access to care to 2.8 million rural 
persons. The 10 Hospital affiliated Primary Care Centers that are in, 
their planning and developmental phase will become fully operational 
in FY 1981 to provide access to care in community hospitals to 40,000 
persons who otherwise would be utilizing hospital emergency rooms 
for primary care services. 

Migrant Health Program 
An integral part of the BCHS effort to build health care capacity in 

rural areas, the Migrant Health program, continued to support the 
planning, development, and delivery of high quality health care 
services in rural areas for migrant and seasonal farmworkers and their 
families. Poverty and the migrants' necessarily transient relationship to 
the community have created tremendous obstacles to meeting their 
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health needs. The health care services provided by the BCHS program 
are comprehensive and organized to be accessible to migrant farm
workers andltheir families. 

In FY 1979, with Federal appropriations of $34,500,000, the Migrant 
Health program provided services to 557,000 migrants and seasonal 
farmworkers through 112 projects, many of these projects are 
operated with combined resources from the Migrant CHC and NHSC 
programs. The projects provide diagnostic treatment and preventive 
services and may also offer dental care, rehabilitation, and nutrition 
counseling, home care, and environmental services. In "addition, 
projects provide referrals to existing health resources within the 
community. 

An FY 1979 agreement between the Department of Health and 
Human Services and the Department of Agriculture made Farmers 
Home Administration (FmHA) loans available for construction and 
renovation of BCHS-funded or migrant community health centers in 
medically underserved rural communities. Before this agreement, 
many rural areas did not qualify for FmHA loans. Under the 
agreement, BCHS provides operating funds which in turn provide the 
working capital and cash flow to repay the FmHA loan. In FY 1979, 
64 projects accepted $25 million in loans for construction, renovation, 
and equipping of Rural Health Centers. 

Appalachian Health Program 
Grants to assist States and communities in the .13-State region 

comprising the Appalachian Health program are awarded to develop 
and improve their capacities to deliver health services to their citizens. 
The program is jointly administered by BCHS and the Appalachian 
Regional Commission. Appalachian health projects are coordinated 
with the National Health Service Corps, Community Health Centers, 
and Migrant Health program, and are often supplemented by funds 
from the Family Planning, Maternal and Child Health, and Home 
Health Services programs. Other programs within the Department, 
such as Emergency Medical Services and Community Mental Health 
Centers may also provide supplemental support. 

The 205 active grants awarded through FY 1979 under the broad 
authority of section 202 of the Appalachian Regional Development 
Act supported activities as diverse as hospital construction and 
halfway houses for alcoholics. A very large proportion is used to 
establish~ improve, or systematize the delivery of primary health care 
services. Sixty-one primary care projects, many· with several rural 
sites, serve over 125,000 persons who make nearly 250,000 visits per 
year. These projects employ innovative approaches to the provision of 
health care. Appalachian Health Demonstration projects have pio-
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neered in the use of nurse practitioners and physician assistants on 
physician supervised health care teams, and the linking of individual 
primary care centers into systems. 

National Health Service Corps 
The NHSC was established in 1970 to provide health care services 

to people living in health manpower shortage areas. Since the first 20 
NHSC health professionals were placed in Health Manpower Short
age Areas in FY 1972, the majority of the placements have been in 
rural areas. In FY 1977 there were 635 NHSC assignees in rural areas. 
In FY 1979 that number more than doubled. The HSA strategy for 
more adequately providing qualified health care for all disadvantaged 
or underserved rural populations calls for the developmep.t of 
organized, integrated systems of care which includes the utilization of 
NHSC personnel to expand the capability of grant-funded centers to 
provide services to persons located in rural areas. 

Indian Health Service 
The Indian Health Service (IHS) is the primary Federal health 

resource for approximately 777,000 Indians and Alaska Native people 
living on or near Federal Indian reservations or in traditional Indian 
country such as Oklahoma and Alaska. 

The decade just ending has seen significant change in the structure 
of programs providing health services to Indian people. Twenty-five 
years ago, when the IHS was transferred from the Bureau of Indian 
Affairs, it was a relatively small program, able only to provide acute 
care to an Indian population desperately in need of such care. At that 
time, the basic program was to provide acute medical care to the 
degree available resources permitted. Over the years, Congress has not 
only provided resources to meet these acute care needs, but more 
importantly, has given legal sanction to complete Indian involvement 
in their health programs. The Indian Self-Determination Act, (P.L. 
93-638) reinforced by the Indian Health Care Improvement Act, (P.L. 
94-437), have altered the traditional methods and systems for provid
ing health care. Under the aegis of these pieces of legislation, Indian 
people are no longer the passive recipients of programs designed and 
operated for them by the Federal Government. 

These two laws have resulted in a significant alteration in the basic 
health programs carried on by the IHS in its early history. The 
management structure, the health delivery systems which provide the 
services, and the concepts of health planning, have all been altered by 
increased Congressional support. The current IHS program and 
structure is a result of these factors. This budget reflects the changing 
nature of the relationship between the Federal Government, represent-
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ed in health matters by the IHS, and Indian people represented by 
their tribal governments. 

As of October•l, 1979, the IHS delivery system provided direct 
health services through 48 hospitals, 101 health centers (including 19 
school health centers) and more than 300 health stations and locations. 
By the close of FY 1981, it is anticipated that two additional hospitals 
and three clinics will be added to these counts. These facilities are 
carefully located to conveniently provide as complete a range of 
health services to the Indian communities as possible. 

The need for an effective emergency medical response and transport 
service is especially acute within the Indian health program due to 
high incidence of trauma and other emergency medical situations, and 
the isolated wilderness and rural settings within which the program is 
carried out. Until recent years such services were practically nonexis
tent in American Indian and Alaska Native communities. 

Specific Issues Raised by the U.S. Commission on 
Civil Rights

' 
Quality of Health Care in Rural America 

Quality of care in a primary care setting may be thought of as 
encompassing at least two major considerations: (1) whether the scope 
of services offered by the primary care provider is sufficient to assure 
both a full range of preventive and treatment services, and (2) whether 
the system follows a protocol of their efficacy and safety. 

With respect to the scope of services, the Health Service Adminis
tration (HSA) has established specific standards for assessing the 
quality of .care provided with followup reporting on these standards . 
.Standards include full immunization of children and adolescents, 
followup and treatment of all hypertensive patients, anemia screening, 
family planning counseling of adolescents, prenatal care, continuing 
care for children, and cervical cancer screening and followup. 

With respect to internal review of efficacy and safety, each primary 
care center and independent provider must establish and operate a 
program to· monitor and maintain quality of care. These programs 
have been effective in assuring quality. Once centers are fully 
organized and operational, the quality of care they provide is equ~l, 
and often superior, to other public or private providers of primary 
care, particularly because of the emp,hasis on preventive and compre-
hensive care. • 

Independent studies over the past decade have shown that HSA 
projects currently under review have a positive ,effect on the health of 
the population served. A study released in FY 1979 shows significantly 
lower hospitalization rates for Community Health Centers (CHC) 
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users than for comparable populations (l); A study by the Southern 
Regional Council in 1973 associates lowered infant mortality rates 
with health center activities (2); and another released in FY 1978 
shows significantly higher use of preventive health measures by CHC 
clients (3). While each of these studies is limited 1in scope, the 
consistency of their findings provide strong evidence 'that the care 
provided in CHCs is effective. 

In view of the characteristics of the people served and the nature of 
the rural and urban areas in which they reside, the program's success 
in developing, staffing, and operating efficient and effective primary 
health care systems in such areas is impressive. 

Usefulness of the Index of Underservice for Making Fund
ing Determination 

A substantial degree of success has been achieved through the HSA 
approach to delivery of primary health care services. In FY 1974 our 
Community Health Centers (CHC) and Migrant Health (MH) centers 
provided services to 1.2 million persons. In FY 1979, 3.8 million were 
served. During that period, the volume of services increased by more 
than 200 percent, while grant funding increased only 20 percent. This 
year, CHCs expect to serve 4.2 million persons, and by the end of FY 
1980, the capacity will be established to serve 6 million residents of 
underserved areas. 

The centers are reaching underserved areas and the populations 
intended to be served. Eighty percent of CHC users are members of 
minority groups-67 percent black, 10 percent Hispanic, and 3 percent 
other minorities. Seventy-one percent had incomes under $7,000 in FY 
1979. Almost one-third of center users are members oflarge families-
31 percent have 5 or more family members. A majority of those served 
lack any third-,party coverage for health services-49 percent have no 
employed family members. Only 43 perc~nt of the users are entitled to 
Medicaid coverage. Women and children are heavily represented-59 
percent of those served are female and 41 percent are under 18 years of 
age. 

Our approach to the delivery of primary care to underserved areas 
includes both the establishment center with grant dollars and the 
placement of National Health Service Corps (NHSC) personnel as 
staff in centers. In addition to placements in centers, the NHSC places 
professionals in free-standing sites where no grant dollars are involved. 

This record reflects the Department's efforts to target resources on 
high priority populations. Four criteria are used to id~ntify highest 
priority areas-status as a Medically Underserved Area (MUA), status 
as a Health Manpower Shortage Area, status as a High Infant 
Mortality Area, and status as an area highly impacted by migrant 
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farmworkers. Seventy-seven percent of the counties served by our 
center meet two or more of these criteria of need. 

There are multiple factors ii;itegral to the designation process 
including the acquisition of national data from the American Medical 
Association and the American Osteopathic Association (physician to 
population .ratio), the Bureau of Census (population below poverty and 
over age 65), and the National Center for Health Statistics (infant 
mortality in 5-year rates). In recent years, the most current informa
tion on all data elements has been used to update the MSA file. 

In addition, the designation process includes a review phase which 
takes place after the data are accumulated and matched and proposed 
national listing has been produced. The State Health Planning and 
Development Agencies (SHPDAs) and Health Systems Agencies 
review and amend the national listing to include the most current data. 

The Department plans to continue monitoring the criteria and 
improving the process used to identify priority areas. We feel that 
CHCs and MH have been placed in areas of greatest need. In January 
1980 a comprehensive review of the location of all primary care 
centers in relation to the four major needs criteria was completed. The 
results, found in table 2, show that primary care centers serve 86 
percent of the counties in the United States which meet all 4 of the 
need criteria, 50 percent of the counties meeting 3 criteria, and 31 
percent of the counties meeting 2 criteria. In total, approximately one
third of all MUA designated counties are served by HEW funded 
health centers despite the program's limited resources. 

Adequacy of the Health Care Program in Meeting the Needs 
of Groups in Rural Areas 

The rural health programs, administered by the Health Services 
Administration have, as their objective, the improvement of health 
care access and service delivery for those persons residing in rural 
areas of the United States. Currently, there are approximately 51 
million people who live in nearly 8,000 areas which are medically 
underserved. Of this 51 million, approximately 27 million live in over 
2,040 rural medically underserved areas. The general characteristics of 
such rural areas are--

• a low population, 
• a high proportion being poor and elderly, 
• remoteness from hospitals, and 
• lack of medical manpower 
In addition to these characteristics, the programs administered by 

the Indian Health Service (IHS) must also address a population which 
has maintained much of its traditional culture. Some Indians and 
Alaska Natives speak little or no English and live on reservations that 
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I.,.) TABLE 2~ 
Primary Care Centers in Relation To Need (County Basis) 

Counties Served by
Need 
Criteria U.S. 
Met Counties CHCs Mig. Ctrs HURA Total % Unserved % 
4 35 24 6 0 30 86 5 14 
3 532 223 27 1,6 266 50 266 50 
2 1,577 375 47 65 487 32 1,090 69 
1 730 113 45 18 176 24 554 76 
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are isolated and in rugged areas. In Alaska, for example, Alaska 
Natives live in areas where roads are nonexistent. 

Despite these barriers, the programs administered by this Agency 
have accomplished a great deal in meeting the needs of rural 
Americans. Let me cite a few examples of the progress we have made 
in serving the medically underserved: 

• Infant mortality rates for Indian and Alaska Natives has 
decreased over 77 percent since 1955 to a rate of approximately 14.5 
percent per 1,000 live births in FY 1978. 
• Provision of preventive services such as pap smears and breast 
exams in our projects at a greater rate than for the Nation as a 
whole. 
• Most people using BCHS supported projects consider that 
facility their usual source of care. In fact, for Community Health 
Centers, 69 percent of the users consider the facility their usual 
source of care with 51 percent of the migrant users considering the 
migrant health facility their usual source of care. 
• Reducing hospitalization by 25 percent below the level experi
enced by similar populations not using such centers. These reduced 
rates have been documented in a FY 1968-1971 baseline and FY 
1975 followup study for Atlanta, Charleston, Boston, Kansas City, 
and East Palo Alto. 
• Cutting infant mortality in half, as shown in studies in Alabama, 
Mississippi, and Denver. 
• Reducing preventable diseases such as rheumatic fever by 60 
percent, according to a study in Baltimore which attributed the drop 
to the center's detection of streptococcal infections in five 14-year
old users. 

Reasonable Cost 
Primary care centers also provide care at costs comparable to those 

in the fee for service sector. This is true despite the fact that they serve 
persons with more difficult health conditions, language barriers, and 
other problems that make them more time-consuming as patients than 
the general population. For example, annual costs per year for 
physician services are $72 for CHC users and $99 for Medicaid 
recipients. 

The BCHS and the IHS have made tremendous progress in 
improving the delivery and health status for people living in medically 
underserved areas. 

In FY 1980 we estimate that HSA's rural health programs will be 
serving approximately 3,200,000 (including 700,000 Indian and Alaska 
Natives). 

• 
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Despite the efforts of this Agency, there is still the problem ofaccess 
to preventive and primary care service in rural areas. 

This lack of access is clearly a major contributor to poor health 
status, along with nonmedical factors-housing, sanitation, nutrition. 
Examples of problems associated with underserved areas and popula-
tion groups include: ' 

• Twenty-five percent of Americans live in rural areas, but only 
12.8 percent of all physicians practice there. 
• Madison and Combs state that 16.8 percent of the population and 
6.9 percent of physicians are in rural counties, "Location Patterns of 
Recent Physician Settlers in Rural America." 
• The black infant mortality rate has decreased over the last 
decade, but it is still.23.6 per 1,000 live births, nearly double that for 
whites. 
• Mexican American migrant agricultural workers have a life 
expectancy of only 49 years, 20 years less than the total population. 
• Persons in rural areas which the Federal Government has 
designated as medically underserved have 24 percent higher hospital 
utilization, 33 percent more disability days, and 22 percent more 
chronic limitations than those in rural areas not so designated. 
I have briefly described some of the accomplishments and some of 

the hurdles yet to be addressed by HSA's Rural Health programs. 

Outline of the Issues to be Discussed on April 
15, 1980 

The U.S. Commission on Civil Rights has an important role in this 
society in the eradication of racism and poverty. We in the Health 
Services Administration try to deal not so much with the discrimina
tion itself but with the ill effects of this phenomenon. We also have to 
deal with the vast rural spaces of this country and the enormous 
difficulties of trying to move resources into them, even UJ!der the best 
of circumstances. Thus, as we pose issues, we look-· not at the 
fundamental problems but how to work with poor, rural, and often 
minority populations in need of services, in getting through often 
difficult lives with as much of the American entitlement oflife, liberty, 
and the pursuit ofhappiness that we can extend. 

Providing Adequate Care to the Children of Rural America 
Life in rural America, in terms of health, has greatly improved over 

the past two decades. Today we have public health networks''whose 
areas of concern encompass basic public health practices, better 
housing, improved nutrition, more sophisticated baby care, and 
expanded knowledge bases in sophisticated health technologies. 
Obstetrics and pediatrics have become a specialized field. The infant 

.. 
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mortality rate i.s now 14 per 1,000 live births-1/8 of what it was at the 
beginning of the century. If our progress is clear so too are our 
dilemmas.. 

• The differential death rate of white and black infants today is 
unchanged;_frQm20 years ago. 
• A reliable criterion on survival risk for newborn baby infants is 
its birth weight. Black newborns have a 50 percent higher mort!'llity 
rate than white newborns. 
The problem is i:omplicated when one begins to examine the 

relationship between the environment and the lack of sanitation 
systems upon the health of the residents of specific areas. For example, 
the recent envirpnmental sanitation survey of Hines County, Mississip
pi, shows that: 

• One-third of the rural families there have no indoor privacy. One 
out of 25 has no toilet facilities,, outdoors or indoors; and 
• One-third have no water supply on their property. 
This county is. not unjque. While the health care system-or more 

narrowly the medical care system-can provide a partial response to 
the results of racism, poverty, and poor and isolated environments it 
can never fully compensate for them. Modern medicine briefly touches 
only a few of the many who live outside the niainsteam of American 
life.. These are real dilemmas we face if we are to have any hope of 
driving down the infant mortality rate in the United States, or 
restoring health to millions of other viptims of neglect. 

The frustration in our modern medicine system is that through use 
of highly skilled teams, we can save the life of, for example, a Navajo 
baby with a complicated lung disease only to lose this child once he or 
she returns to the reservation and home, due to diarrhea contracted 
through a polluted village water supply system. 

Provision of Adequate Health Care to American Indians and 
Alaskan Natives 

The majority of the 777,000 Indian and Alaska Natives who receive 
care through the IHS are located in rural America. A current health 
assessrp.ent with the Indian population shows that: 

• The death rate for Indians is still 1.3 times as high as the infant 
death rate for the general population. 
• i;:he death rate for Inµians as the result of alcoholism is about 
five and one-half times as high. 
• .Many Indian homes do not have modern systems for solid waste 
disposal and adequate supply of pure drinking water. 
The problem of providing adequate health care to Indian and Alaska 

Natives looms even longer when one considers the recognition of 
cultural differences and the shortages of trained Indian health workers. 

343 



The problem is not simply a lack of adequate numbers of trained 
Indian physicians, but also the lack of allied health professionals. 
Finally, the IHS has experienced difficulties with receiving adequate 
reimbursement from Federal entitlement programs. The IHS, by law, 
is entitled to receive monies from State Medicaid agencies for the 
provision of health care services through IHS facilities and Medicaid 
eligible recipients. 

In the past, several States have been unwilling to recognize IHS 
facilities for reimbursement of IHS doctors. This Department has 
undertaken a vigorous program working with the Health Care 
Financing Administration to alleviate or to correct the barriers that 
have been placed on adequately reimbursing IHS for services 
provided. 

Illegal Aliens 
Because of their immigration status, illegal aliens cannot obtain 

lawful employment; they are ineligible for Medicaid, cash assistance, 
food stamps, and other emoluments. The question of whether this 
Agency ought to provide care to legal or illegal aliens has been raised 
repeatedly over the years. This is particularly a problem facing the 
migrant health program. The determination of whether a migrant is a 
legal or illegal alien is irrelevant in providing adequate health care to 
prevent disease and infestation spread among the population. It is this 
Agency's (and Congress') policy not to have HEW supported projects 
determine citizenship of migrant workers or use health projects to 
enforce immigration codes. Since both legal and illegal aliens work 
side-by-side, the provision of health services to all migrants and their 
families is the better interpretation of the Migrant's Health statute. 

Aging 
In 1977 the U.S. Commission on Civil Rights concluded that: 
• barriers had been erected by both public and private administra
tors between persons falling within particular age groups-especial
ly children and older persons and; 
• erection of these barriers has had, and is having, a serious, 
adverse impact on the lives of children and older persons who need 
these services. 
The most significant finding with respect to HSA programs was that 

the community health center program places a strong emphasis on 
serving mothers and children. The Commission suggested that this 
emphasis stems from policy directions by the Health Services 
Administration and from the Public Health Service itself. It also 
suggests that such emphasis has worked to the detriment of potential 
patients who are aged. 
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As we indicated in 1977, it is fair to say that both the Health 
Services Administration and the Public Health Service have given 
such policy direction. It is also fair to say that the President and the 
Secretary have strongly recognized maternal and child health pro
grams, childhood immunization programs, teenage pregnancy ~ro
grams (and the presentation of alternatives to abortions in such 
programs) to be very important priorities. Recent appropriations acts 
have endorsed such emp~asis. While this strong emphasis has been 
placed on the health of mothers and children, we do not have any 
evidence to indicate that it has caused or has contributed reduced care 
or reduced access to older age groups, or, in particular, the aged. 

Recognizing that many of this Agency's issues have been directed at 
specific high risk groups such as children, adolescents, and pregnant 
women, in 1978 the Agency undertook a program to improve the 
accessibility and quality of primary care services for elderly and high 
risk American adult patients. The care of adult patients requires not 
only preventive care but also an assessment and management of 
common physical impairments and chronic illnesses. Without proper 
management, these conditions can lead to premature disability, 
physical and mental deterioration, and death. Since the Commission's 
report on discrimination against the aging, this Agency has undertaken 
the following activities: 

1. Developed a memorandum of agreement with the Administra
tion on Aging. This agreement calls for the development of linkages 
between HSA primary care projects and AOA Senior Citizen and 
Nutritional programs. 

2. Undertaken a regional conference to orient administrators and 
medical personnel in projects to effective approaches to care for 
elderly patients. 

3. Distributed to HSA projects guidance on the development of 
high blood pressure control programs. 

4. Established the Needs of an Aging Population as one of four 
major program evaluation and policy development priorities during 
the next 2 years. 

The joint Health Services Administration and the Administration on 
Aging initiative will expand the amount and scope of services, increase 
the number of elderly persons served, and improve the quality of 
services currently provided. It also will serve as a demonstration 
model, and will provide information to HSA on how its primary care 
centers may better serve the elderly and the chronically impaired older 
person. 
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CIVIL RIGHTS ISSUES IN HEAL TH CARE 
DELIVERY 
Henry A. Foley* 

The Health Resources Administration is charged with assisting in 
the development of both the personnel and physical resources needed 
for the delivery of health care services and with supporting a 
nationwide health planning system. The agency does not provide or 
support the provision of health services. None of the programs is 
directly targeted at urban areas, but many have aspects ,which relate to 
the concern of the U.S. Commission on Civil Rights for ensuring 
adequate health care in urban areas. This paper will discuss issues 
relating to availability of appropriately trained. health. personnel, the 
financial viability of health facilities, and planning for ·a health system 
which contains cost and provides an approprii.ite mix of services and 
institutions, as they pertain to urban areas. 

Those responsible for policy development and program manage
ment within HRA have, themselves, focused to a greater extent on 
access questions over the past 2 years. This led to the. development and 
publication in 1979 of a booklet titled, Promoting Equal Access to 
Health Careers and Health Care. It states HRA's commitment to a goal 
which includes: assuring equal opportunity for access to health 
careers; alleviating specialty and geographic maldistribution .of health 
professionals; assuring equal opportunity for access to health facilities; 
assuring equal access to available health resources at;a reasonable cost 
for all groups, including minorities and the handicapped, and provid
ing leadership and staff support to accomplish this goal. 

We are in the process of ;refining and further developing this access 
strategy and, at the same time, tying it to specific program objectives. 
Carried out over a period of time, this will assist µs in targeting access 
issues in the operation of all of our programs. Though .the .access 
question is broader than urban health, many of the racial and ethnic 
minorities, the elderly, and the poor, reside in urban areas and would· 
be affected. 

Health Planning 
The Health Planning and Resources Development Act of 1974 (P.L. 

93-641, amended by P.L. 96-79 in 1979) lists among its 17 priorities for 
health planning the provision of primary care services for medically 
underserved populations and the promotion of activities to achieve 

• Administrator, Health Resources Administration. 
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needed improvements in the quality of health services. Under the act, 
health service areas are established across the country. These are 
served by 204 Health Systems Agencies (HSAs) and 57 State Health 
Planning and Development Agencies (SHPDAs). 

A health service area is defined as a geographic region appropriate 
for effective planning and is generally required to include between 
500,000 and 3 million people. Each stav.dard metropolitan statistical 
area (SMSA) is to be entirely within the boundaries of one health 
service area except for interstate SMSAs in which each Governor of 
the affected States, together with the Secretary, has determined 
otherwise. 

Thus, most major cities comprise one health service area, perhaps 
with the inclusion of surrounding suburban areas. Some cities, such as 
New York and Los Angeles, far exceed the 3 million mark and utilize 
subarea councils to facilitate the involvement of larger numbers of 
residents in the planning process. As health service areas are to include 
at least one center for the provision of highly specialized ser,vices to 
the extent practicable many of them contain at least a medium-sized 
city. Large urban HSAs have been defined as those serving (1) all or a 
major portion of one or more SMSAs with a population of 500,000 or 
more, and (2) an area with a total population of at least 1 million. Of 
the 204 HSAs in the country, 57 fit this definition. 

Consumers Involved 
Each Health Systems Agency is required to have a governing body 

which includes 51 to 60 percent consumers who are not providers of 
health care and who are broadly repres_entative of the health service 
area, including individuals representing the principal social, economic, 
linguistic, handicapped, and racial populations and geographic areas of 
the health service area. All committees, special task forces, and 
subarea councils of HSAs must also meet these requirements. 

The Health Systems Agencies are responsible for the production of 
a long-range health systems plan and an annual implementation plan 
for providing technical assistance to entities attempting to develop 
needed services, and for reviewing proposed capital expenditures and 
changes in health services. They also review and approve or 
disapprove proposed uses of Federal funds under the Public Health 
Service Act; the Community Mental Health Centers Act; the Drug 
Abuse Prevention, Treatment, and Rehabilitation Act; and the 
Comprehensive Alcohol Abuse and Alcoholism Prevention, Treat
ment, and Rehabilitation Act, which fund the development, expansion, 
or support of health resources. 

They must also perform appropriateness reviews; that is, they 
review all institutional and home health services in the area at least 
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every 5 years and make recommendations to the State agency 
regarding their appropriateness. This appropriateness review may, but 
is not required to, result in institution specific findings; otherwise, it 
results in findings as to the appropriateness of specific services in the 
health service area. 

The Health Systems Agencies do not have regulatory powers but 
submit their recommendations to the State Health Planning and 
Development Agencies, which are part of the State government and 
do have regulatory authority. The State agencies are responsible for 
developing State Health Plans and for approving or disapproving the 
obligations of capital expenditures within the State, the offering of new 
institutional health services, and the acquisition of major medical 
equipment. This process results in the issuance or denial of certificates 
of need. 

The State agency (SHPDA) must consider the recommendations of 
the HSA but is not bound by them. Projects not awarded a certificate 
of need by the State may not be developed. The State also considers 
HSA recommendations on appropriateness and makes its own review. 
In some States, there is a movement to link this activity to delicensure 
or decertification of beds or facilities found not to be needed. This is 
not a Federal requirement. In performing the various reviews, HSAs 
and SHPDAs must employ criteria based on factors spelled out in the 
act or in regulations~ A number of these factors specifically relate to 
access and are discussed below. 

The SHPDA is advised by a Statewide Health Coordinating 
Council (SHCC), appointed by the Governor of the State and 
including representatives of each HSA in the State. ,Not less than half 
the SHCC members are to be consumers of health care, and it must 
include individuals who represent rural and urban medically under
served populations if such populations exist in the State. The SHCC 
does not have to meet the broadly representative requirements of the 
HSA governing bodies. 

HSA Activities and Goals 
The purpose of the HSA activities is to: 
1. Improve the health of residents ofa health service area. 
2. Increase accessibility, acceptability, continuity, and quality of 
health care services. 
3. Restrain increases in the cost of providing health care services. 
4. Prevent unnecessary duplication of health resources. 
5. Preserve and improve competition in the health service area. 
The Health Systems Plans, which set the framework for all of the 

other activities, are to be detailed statements of goals describing a 
healthful environment (primarily with regard to health care equipment 
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and to health services provided by health care institutions, other 
providers of health care, and other health resources) and health 
systems in the area. Plans are to be responsive to the unique needs and 
resources to tile area, and are to take into account the national 
guidelines for health planning which the Secretary must issue as well 
as to the priorities cited in the act. 

The presence on the governing bodies of the planning agencies of 
representatives of ~II major population groups in the community and 
the effective functioning of these consumer members is essential to 
assuring that the health systems plan, the annual implementation plans, 
and actions taken in accordance with them reflect community 
sentiment and address community needs. 

It is obvious to all that in a time of fiscal constraint and rising health 
care costs, not all desired facilities and services will be available. It is 
critical that all population groups have a voice in the resource 
allocation decisions and priority setting which must occur, and that 
local control over the health system be enhanced. 

The planning agencies have been the target of criticism about the 
composition 'of the governing bodies in terms of representation of the 
consumer members. The Congress has stated clearly that the broadly 
representative requirement is not meant to be a quota system. 
Determining and enforcing compliance in those agencies which do not 
appear to meet the intent of the law has not been a simple matter. Even 
more complex a problem is the effectiveness of consumer representa
tion when actual1 board composition appears to be well-balanced and 
inclusive. Those' population groups who have the most difficulty in 
obtaining adequate health care services are also at a disadvantage in 
participating in the functioning of an HSA and in influencing its 
actions. The average board member donates an estimated 10 or more 
hours of volunteer time per month. Board members must read 
complicated technical documents, understand the implications of the 
issues, and articulate a position. They must be able to attend meetings 
which may conflict with personal work schedules. Those at the lower 
end of the economic scale are least likely to have employers who will 
give release time for such activities. In addition, consumer members 
are often more intimidated by professional provider members of the 
governing body and feel unable to challenge their views or opinions. 

Attempts to Increase Effectiveness 
HRA and the Bureau of Health Planning have undertaken the 

development of a comprehensive strategy to enhance the effectiveness 
of citizen participation. This will include the designation of staff in the 
HSAs to provide assistance to the board members as required by the 
new statute, training for staff and board members, and development 
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and distribution of more and better informational, and training 
materials. We also have begun an effort to strengthen our relationships 
with a number of national organizations which represent the interests 
of ethnic and racial minorities, the handicapped, the elderly, and 
women, and to seek their advice on increasing the .effectiveness of 
citizen participation. We recognize as clearly as any pf these groups 
that a seat on the governing body is only the beginning in ensuring 
access to the decisionmaking process. 

The Bureau of Health Planning also has taken a leadership role with 
the Health Systems Agencies in directing attention to certain health 
system issues through the distribution of policy guidance and informa
tion, and through the issuance of regulations. For example, the April 
1979 regulations regarding certificate of need advised State agencies 
that they must give special consideration to (a) the health related needs 
ofmedically underserved gi:oups and, in particular, members of groups 
which have traditionally experienced difficulties in obtaining equal 
access to health services, such as minorities, women, and the 
handicapped; and (b) the contribution of the proposal being reviewed 
in meeting those needs. Within the past year, guidance has been sent 
on Section 504 of the Rehabilitation Act of 1973, havj.ng to do with 
handicapped individuals, achieving equal access to health care, and 
problems of the chronically ill in attaining needed services. 
_ The 1979 amendments allow up to 5 percent of the funds 
appropriated for Health Systems Agencies to be used to assist those 
facing extraordinary costs. The Bureau of Health Pl~nning will make 
$1.7 million available this year for fully designated HSAs which serve 
(1) interstate areas, (2) large geographic areas, (3)1.large medically 
underserved populations (where 25 percent of the residents or 250,000 
people reside in designated medically underserved areas). Twenty
three urban HSAs will receive additional funds under category 3. 

Accomplishments of HSAs 
A number of HSAs can point with pride to real accomplishments in 

ensuring access to health care in urban areas. An HSA can stimulate 
positive developments even though it does not provide direct service. 
Individual HSAs have taken the initiative by getting hospitals to agree 
voluntarily to provide uncompensated care; stimulating the develop
ment of clinics to meet the needs of the poor, the elderly, and migrant 
workers; promoting the availability of home health services; and 
assuring access in the face of closure. 

In a random survey of 100 agencies' plans, 57 percent contained 
goals and objectives dealing with urban health problems. These goals 
include: improving emergency medical services, increasing services in 
OB/GYN and pediatrics for non-English-speaking populations, ex-
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panding social and medical outreach services, increasing access for 
ambulatory care, increasing primary care services, upgrading crisis 
intervention services, reducing rodent infestation and substandard 
housing, prevention of preschool child lead poisoning, expansion of 
urban hospital staff complements, increasing accessibility to general 
hospital services, prevision of transportation to health and social 
services, increasing availability of home health services, day care 
centers for the elderly, greater coordination among urban providers, 
expanding urban area dental care availability~ increasing community 
sewer systems, establishment of drug abuse prevention programs, 
detection and treatment programs, and assuring adequate recreational 
facilities in urban areas. 

In addition, approximately 75 percent of our sample (141 plans) have 
access, discrimination, and services to minorities goals. These include: 
initiating screening and nutrition programs for disadvantaged popula
tions; reducing infant mortality rates for black populations; transporta
tion for the disabled; increasing the number of bilingual health 
professionals; facreasing access to health care for migrant workers; 
assuring access to rehabilitation services; expansion of consumer 
education to poor, black, and elderly populations; and improvement of 
housing conditions. 

Several urban areas have undertaken major projects in determining 
the need for accessibility to health care. For example, the New York 
City HSA has completed a study on short stay hospital care. That 
study recommends denial of new hospital construction in areas already 
oversupplied, along with steps to prevent facilities from closing or 
relocating and thus reducing access to the underserved population of 
that city. 

The Chicago health planning agency is coordinating major efforts in 
prevention of lead poisoning as well as the development of a new 
facility to serve the residents of the southern portion of the city, who 
are for the most part presently underserved and economically 
disadvantaged. The District of Columbia health planning agency is 
coordinating a major effort designed to reduce infant mortality in the 
District. 

Civil Rights Implications 
In the performance o~ their many functions, both HSAs and 

SHPDAs take actions which may have civil rights implications for 
various populations. They may also review applications for certificate 
of need from certain facilities which some members of the community 
feel have not complied with civil rights requirements. The HSAs, most 
of which are private, nonprofit corporations, cannot perform a civil 
rights monitoring or compliance function. While the Office for Civil 
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Rights has the responsibility of enforcing Title VI of the Civil Rights 
Act, ·HSAs can, of course, alert OCR to possible violations. HSAs do 
not have the authority or capability to conduct Title VI investigations, 
and an attempt to do so would threaten the availability,of the data they 
need from the health facilities for health planning purposes as well as 
their ability to develop a broad based acceptance of health planning 
activities. 

HRA has responsibility for providing guidance to the health 
planning agencies on the access requirements of Title XV of the PHS 
Act, which is the health planning program's authorizing legislation. As 
discussed above, it has done this through provisions in the regulations 
governing certificate of need reviews, as well as those for reviews of 
existing institutional health services for appropriateness also discussed 
above, and those for review and approval by HSAs of proposed uses 
of Federal funds. The Bureau of Health Planning is working toward a 
policy issuance which will bring together the various policies and 
guidelines on access contained in various regulations and guidelines. 

As stated earlier, the health planning program is directed at 
containing costs while improving access to quality care. Some see 
those objectives as contradictory and therefore unobtainable. It is true 
that certain tensions are inherent in the program, given this multiple 
mission. However, just as inflation is generally most harmful to those 
in lower economic classes in which the target groups are proportion
ately overrepresented, the extraordinary inflation in the health care 
sector has hit hardest at those who are dependent on public or 
subsidized services. Inpatient care in acute care hospitals is the most 
costly method of delivering health care, and often not the most 
appropriate. A number of studies have shown that ah excess capacity 
of acute care hospital beds greatly raises the costs of care. The 
National Guidelines for Health Planning propose a standard of four 
beds per 1,000 population as adequate for the provision of needed 
services. Many major cities far exceed this number. 

Reducing Excess Capacity 
In thinking about access, quality, and cost containment, one has to 

think about reducing the number of excess acute beds while promoting 
the development of an appropriate mix of ambulatory services, nursing 
home beds, and other resources suited to the health care needs of the 
population. Although many see the reduction of beds as reducing 
access for target groups, the runaway inflation in the current system is 
bound to exceed the ,capacity of State and local government and the 
Federal Government to pay the costs. This will result in financial 
failure for some hospitals, and an unplanned and uncoordinated 
curtailment of services. We take the position that changes are going to 
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occur in urban areas, and that it is preferable to plan for appropriate 
reductions and development of alternatives rather than just let those 
institutions which are financially weakest go under, since many of 
them are truly serving the disadvantaged. 

In recognition of the problems of many hospitals in the country, 
Nathan Stark, Under Secretary of HEW, has convened a Task Force 
on Financially Troubled Hospitals, and testified before the Congress 
on this subject in February of this year. The Department is concerned 
about. hospitals, particularly those which serve the poor, that are 
reported to be experiencing financial difficulties. Characteristically, 
these hospitals are in medically underserved areas and serve as the 
principal source of ambulatory care for individuals who have no or 
inadequate health insurance coverage. Among those most seriously 
affected are publicly owned and operated hospitals. 

Inadequate Insurance Protection 
Perhaps the most serious problem some hospitals face is uncollected 

revenues due to inadequate health insurance protection for many of 
the patients they serve. It is currently estimated that 22 million people, 
most of whom are poor, have no health insurance at all. Another 20 
million individuals have inadequate coverage. Compounding this 
problem is the growing and uncertain number of undocumented aliens, 
perhaps as many as five million. Most are indigent, have no health 
insurance and, r in emergencies, seek care from local community 
hospitals. Furthermore, much health insurance provides poor cover
age for ambuiatory services. Such coverage deficiences reduce 
incentives for physicians to treat patients in their offices, thereby 
shifting the burden ofcare to hospital outpatient departments. 

The National Council on Health Planning and Development, at its 
March 1980 meeting, passed a resolution stating, in part, that the core 
problem of much institutional financial instability is financially 
troubled people. It then called for comprehensive health insurance for 
Americans not covered and for Medicare and Medicaid modifications 
to share reasonable payment for free care and bad debts. 

Hospital operating costs also are increasing at high rates due to 
inflation, rapidly advancing medical technologies, excess hospital beds, 
and ineffectual institutional planning. Many inner-city hospitals are 
burdened by aging or obsolete physical plants which are costly to 
operate. Furthermore, some hospitals have a history of bad manage
ment manifested by poor accounting practices, .inadequate collections 
operations, lack of leadership, and an inability to operate under 
conditions that promote effective personnel management and efficient 
staffing patterns. 
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Limited public financing and reimbursement limitations by other 
third-party payers are placing a further strain on some hospital 
budgets. Local funding for some urban public-general hospitals is 
becoming increasingly constrained as a result of diminishing local tax 
bases. In addition, States and municipalities are pursuing general 
policies of fiscal austerity and are limiting expenditures and curtailing 
services. 

The perverse incentives built into the reimbursement practices of 
third-party payers further exacerbate the financial problems of 
hospitals. Low Medicaid physician reimbursement rates in some 
States, and a shortage of office-based physicians in many inner-city 
areas, limit local patients' ability to obtain care in nonhospital 
ambulatory care settings. Consequently, hospital outpatient depart
ments and emergency rooms frequently must provide primary care to 
patients who more appropriately and cost-effectively should receive 
that care in physicians' offices. Moreover, some State Medicaid 
programs severely limit reimbursements for hospital outpatient ser
vices, thereby further exacerbating the financial pressures on certain 
hospitals. 

Developing Appropriate Strategy 
The Department is attempting to develop an appropriate strategy 

for addressing the problems of financially troubled hospitals. How
ever, as the Under Secretary stated in his testimony before Congress 
on the subject, we must be concerned about both access and delivery 
system reform. Institutions which serve as the primary sources of care 
in underserved areas must be kept viable, or acceptable alternatives 
must be developed. The assumption should not b'e made that all 
hospitals in financial trouble should necessarily be saved, or even 
supported with their present missions, modes of operation, and 
governance. Federal policies should encourage significant restructur
ing of local health delivery systems in order to produce institutions 
with a promise of future viability. Such restructuring must take 
account of the total health resources of the area, and should emphasize 
the appropriate use of ambulatory care, as opposed to institutional 
treatment modalities. 

The Department is examining a number of ways to assist financially 
troubled hospitals, such as revising reimbursement formulas under 
Medicare and Medicaid, and various other categorical programs. This 
paper will focus on programs administered through the Health 
Resources Administration. 

The one authority under which direct financial assistance is 
provided to hospitals is Section 1610 of the Public Health Ser.vice Act, 
which allows the Secretary to make grants to institutions for 
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constru9tion and modernization to correct safety hazards and noncom
pliance with State or Federal codes that could lead to loss of licensure 
or accreditation. An institution must be unable to obtain other 
.financing in order to qualify. 

Of projects obligated since the start of this program in 1974, 54 
percent of the funds, or $21,085,590, have gone to urban facilities, 
including 10 hospitals, one public health center, and a number of 
nursing homes. Of the remaining funds appropriated under this 
authority, we anticipate awarding 76 percent, or $7,669,959, in urban 
areas to assist seven hospitals,, one public health center, and some 
nursing homes. There have been no new monies appropriated for this 
program since 1977, however, and there is no request in the President's 
current budget. 

In the main, hospitals must borrow funds for capital improvements; 
however, HRA administers, through an interagency agreement, the 
Department of Housing and Urban Development's guaranteed loan 
program under the Federal Housing Administration, Section 242. We 
attempt to determine financial feasibility and conformance with health 
planning guidelines. Projects to develop excess services or bed 
capacity, or those found to be unneeded by the health planning 
agencies are not approved. The financial feasibility requirement means 
that these guaranteed loans are not available to financially troubled 
hospitals. Current high interest rates are resulting in large increases of 
as much as $50 per patient day attributable to debt service. Those 
increases will b,i;ith increase costs to public and private third-party 
payers and price, some people out of being able to afford coverage. 
This will increas_e the demand for indigent care, often in institutions 
which provide at or near the maximum level they can carry. This 
burden can serve as an inducement for the hospital to turn patients 
away, referring them to public institutions. In many urban areas, these 
institutions themselves are being less adequately supported by munici
pal governments and State Medicaid programs than they have been in 
the past, and are less able to provide. uncompensated care. 

Assurances Programs 
The Hill-Burton Act of 1946 authorized the Secretary to require 

assisted institutions to ~1) make their services available to all persons 
residing in the facility's area (the community services assurance); and 
(2) provide a reasonable volume of uncompensated services to persons 
unable to pay (the uncompensated care assurances). The community 
service obligation specified that Hill-Burton assisted facilities were not 
to discriminate on the basis of race, creed, or color. Provisions. for 
regulating the act and enforcement of the assurances have been 
extremely varied since its inception. 
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In 1975 P.L. 93-641 replaced the Title VI program of assistance 
with Title XVI and made several changes in the assurances program. 
These included (1) facilities receiving aid under Title XVI would now 
be obligated for an unlimited period of time; (2) the facilities aided 
under Title VI or XVI would file periodic compliance reports; (3) the 
joint State-Federal monitoring and enforcement process was ended, 
and the Secretary of HEW was given the sole responsibility, although 
States may participate on a voluntary basis; and ( 4) individuals could 
file complaints with the Secretary charging noncompliance by a 
facility. Proposed regulations were issued in October 1978 to which 
over 1,000 comments were received. Two days of public hearings 
were held in December 1978, and the final rule was published in May 
1979. 

Title VI assisted facilities have aii obligation limited to 20 years from 
the date when they received Federal assistance, while those assisted 
under Title XVI are obligated for an unlimited period of time. 
Facilities must provide uncompensated care equal to 3 percent of 
operating costs, less Medicare/Medicaid reimbursements, or 10 per
cent of the amount of the assistance, whichever is less. In FY 1980 we 
estimate that 5,392 obligated facilities are to provide $435 million 
worth of uncompensated care. This figure will be adjusted annually 
for inflation in future years. 

Since the publication of the final regulations we have held three 
meetings with the States and four public meetings in various parts of 
the country to explain its implementation. We have developed a 
providers' guide, an assessment manual, a complaint investigation 
manual, and a reporting form for institutions. We have mailed 14,000 
provider manuals to 7,000 institutions, and have notified each facility 
of its assistance amount. We also have distributed 87,000 signs, in both 
English and Spanish, to be posted by obligated facilities to inform the 
public about the assurances program. All activity related to Federal 
implementation and monitoring of this program must be carried out by 
27 staff members in the central office and 10 employees in the HEW 
regional offices. The law provides authority to develop memoranda of 
understanding with the States to carry out this responsibility, but we 
are not able to provide any financial assistance to States for this 
purpose. Although the Justice Department may investigate an alleged 
violation, there are no penalties for noncompliance above having to 
provide the obligated amount of care. 

The Hill-Burton program, affecting over 5,000 institutions, is a tool 
for assuring access to care for all members of the community and for 
removing barriers based on discrimination or inability to pay. The 
program also holds the potential, in some cities, for providing relief to 
public hospitals. By enforcing the obligation of some private institu-
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tions to provide uncompensated care, we may cut into the practice of 
referring medically indigent patients to public facilities. However, it is 
also true that in some institutions with large numbers of Medicare and 
Medicaid patients, from whol]l reimbursement (except for Medicaid in 
a few States) do_es not include reasonable costs of delivering uncom
pensated care, the Hill-Burton requirements may heighten financial 
difficulties. The same may be true in some States with rate setting 
commissions which will not allow hospitals to set rates high enough to 
cover the costs to the institution of uncompensated care. 

As stated above, it is our view that not all financially troubled 
institutions should be preserved, but that there should be a restructur
ing of the health care and long term care services. A number of major 
cities exceed the guideline figures of four beds per 1,000 population, 
aqd are currently considered to have excess acute care beds. For 
example, Chicago has about five beds per 1,000; Philadelphia, 4.6 per 
1,000; and Cleveland, 5.1 per 1,000. 

It is generally agreed that the presence of excess beds contributes to 
overutilization, and that even those beds which are not utilized or 
staffed generate significant costs for an institution. The costs of excess 
beds have stimulated an interest in bed reduction programs. The cost 
savings will vary, often related to whether a few beds, a unit, a wing, 
or a whole facility is to be closed. Unnecessary duplication of tertiary 
care and high technology services also is costly in terms of capital 
investment and staffing. In addition, evidence exists that health 
outcomes are better in specialized units and services which are 
operated relatively near capacity than in those which are inadequately 
utilized. 

Several States have already begun or are considering programs to 
reduce excess capacity, partly because of concern about rising 
Medicaid costs. The State of Michigan is planning to reduce hospital 
beds by 10 percent, or 3,800 beds. A unique "Coalition of Health Care 
Costs," comprised of the big four automakers, United Auto Workers, 
Blue Cross/Blue Shield, and the legislative and executive branches of 
State government, made this legislative mandate possible. 

New Certificate of Need Requirements 
Until the Public Health Service Act was amended by the Health 

Planning and Resources Development Amendments of 1979 (P .L. 96-
79), there was no Federal requirement that State certificate of need 
programs cover reductions or decreases in the bed capacity of a health 
care facility. The amended act, however, requires that a State 
certificate of need program provide for the review and determination 
of need for any capital expenditure which "substantially changes the 
bed capacity of the facility with respect to which the expenditure is 
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made." The Department has interpreted "substantial changes" as those 
which increase or decrease the total number of beds (or distributes 
beds among various categories, or relocated beds from one physical 
facility or site to another) by 10 beds or 10 percent. 

Although all of the standard criteria required for certificate of need 
reviews must be applied in reviewing bed reductions, certain criteria 
which relate to the health needs of underserved groups are particularly 
pertinent. State Health Planning and Development Agencies 
(SHPDAs) and Health System Agencies (HSAs) are required, both in 
developing their health plans and in conducting certificate of need 
reviews, to consider the .extent to which the health needs of low
income persoµs, racial and ethnic minorities, women, handicapped 
persons, and other underserved groups are being met and will be met 
by proposals under review. 

I wrote a letter to all HSAs and SHPDAs in November 1979 
expressing concern about possible effects of closure and conversion on 
access. I stated that HRA policy was that HSAs should require that 
alternative services be in place prior to a closure and that they should 
have made a commitment to providing services to those who had 
previously utilized the facility or service to be c;osed. I also stated that 
retraining and relocation programs for displaced workers, when 
needed, were essential for HSA approval. This letter was prompted by 
a concern that alternative services were often still in the planning stage 
at the time of a proposed conversion or discontinuance, and that 
hospitals in the vicinity which, on the basis of occupancy rate, had the 
capacity to provide replacement services, were not always willing to 
do so. This was especially true when those affected were minorities or 
disadvantaged. Furthermore, it seemed apparent that unskilled and 
semiskilled hospital workers, often women and minorities, were those 
least likely to find other employment. With restraining, they would be 
useful resources providing needed services in long term care facilities, 
ambulatory settings, and home health services. 

Apart from requiring review under State certificate of need 
programs for capacity reduction, the Department is proposing to 
provide financial assistance for conversion and discontinuance with 
the objective of better balancing the levels and types of services 
available, and containing costs. 

The Health Care Financing Administration is considering reim
bursement for costs attributable to reduction ofpatient care capacity in 
hospitals. The _proposal would permit reimbursement for certain costs 
incurred by hospitals participating under Medicare and Medicaid that 
reduce patient care capacity. The proposed regulation also specifies 
the conditions that must be met by a hospital to receive reimburse
ment. The purpose of the regulation is to achieve savings by 
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encouraging hospitals to reduce unneeded and costly patient care 
capacity. 

Proper health planning, coordinated by the local Health Systems 
Agency and the the SHPDA, should prevent closure of needed 
service, as well as encouraging elimination of excess capacity. Any 
reviews conducted by the SHPDA for reimbursement will also 
address a number of civil rights concerns relating to access to health 
care. The Office of Ci;vil Rights (OCR) is preparing policy guidance 
regarding enforcement of the nondiscrimination requirements of Title 
VI of the Civil Rights Act for use by the HEW regional offices and by 
hospitals planning closures. • 

Conversion and Discontinuance •In addition, the 1979 amendments to Title XVI included a new 
authority for actual grants to hospitals for conversion and discontin
uance of services. This would be a voluntary program to reduce excess 
hospital capacity and convert the unneeded beds to needed health uses. 
H would. be a program of last resort for funding, and could assist 
financially troubled hospitals to retire outstanding debt as a prelude to 
closure. This program would also stress protection of access for the 
poor and minorities. The statute requires that the Secretary of the 
Department of Labor issue regulations regarding the fair and equitable 
treatment of employees, and to certify that employees are fairly and 
equitably treated prior to HRA funding of an applicant. Funds could 
be made available for retraining and relocation, and could also be 
awarded to SHPDAs for excess hospital capacity reduction projects. 
The HEW Office for Civil Rights is closely involved in the 
development of regulations for this new authority, which is, as yet, 
unfunded. Authorizations are for $30 million in 1980, increasing to $50 
million in 1981, and $75 million in 1982. 

Not mucl~ is known about the effects of capacity reduction, so we 
consider such a program as a demonstration to be closely monitored 
and evaluated. HRA has recently published a monograph in the Health 
Planning Series titled, Conversion and Other Policy Options to Reduce 
E~cess Hospital Capacity, which presents.--17 case studies and examines 
some of the issues. 

We recognize that hospitals in urban areas are often the sole source 
ofhealth care for surrounding communities. However, a well-planned 
reduction of acute beds, together with reasonable access to an 
appropriate mix of alternative services, should help us realize the 
objective of providing adequate services while containing costs and 
improving the financial health of the remaining institutions. An 
example of the type of change we would like to see occurring would 
be reduction of a 600-bed hospital in an area exceeding the 4 beds per 
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1,000 guideline, which has few ambulatory and emergency services, to 
a 300-bed hospital with more ambul_atory and emergency services, and 
with long term care, mental health, alcoholism, or drug abuse units. It 
has been estimated that this type of program could "save" $3 in health 
care expenditures for every $1 spent on discontinuance of excess 
capacity. 

Health Personnel 
Along with the heavy focus on the total health system and the 

availability of facilities, we must also recognize the importance of 
health personnel to urban health care delivery. For some time, the 
administration has recognized that the critical issue is not the total 
numbers of graduates in the various health professions, but serious 
geographic and specialty maldistribution. We have tended to train too 
many physicians who end up practicing specialized medicine rather 
than providing primary care services. In addition, physicians and other 
health professionals tend to practice in more affiuent urban areas, 
suburbs, and medium-sized towns rather than in the inner cities or 
remote areas. In many States, low Medicaid reimbursement rates for 
office visits serve as 'a disincentive to opening a practice in a poor 
neighborhood. 

Prior to passage of the Health Professions Educational Assistance 
Act of 1976, most shortage area designations were in rural areas. This 
was because the criteria for shortage were based primarily on 
practitioner-to-population ratios applied to county data, and most 
urban counties did not qualify. However, the HPEA Act of 1976 
specifically mandated designation of urban as well as rural areas, and 
designation of population groups as well as geographic areas. In 
addition, that legislation required that indicators of health status and of 
access to health services be considered along with practitioner-to-
population ratios. ' 

To implement those legislative provisions, HRA developed revised 
criteria for determining shortages of health manpower. These criteria 
allowed for designation of, urban neighborhoods and population 
groups (such as medically indigent and Spanish-speaking populations) 
with health manpower shortages within metropolitan counties which, 
on the whole, had adequate supplies of health manpower. As a result 
of our application of these criteria, approximately 25 percent of the 
currently designated primary care health manpower shortage areas 
(including designated population groups) are in metropolitan areas. 
Moreover, the population residing in these areas represents 50 percent 
of the total population of all primary care health manpower shortage 
areas. 
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The designation of a health manpower shortage area can allow the 
community to receive certain assistance, such as the discretionary 
funding to urban HSAs serving areas with a significant problem 
discussed above; The designation of a medically underserved area also 
makes the area eligible for the placement of a physician or other health 
care provider through the National Health Service Corps. The 
Community Health Centers and Urban Clinics programs administered 
by the Health Services Administration 'also provide direct services to 
these areas. 

It is currently the intent of the administration to eliminate general 
institutional support for health professions schools. and to concentrate 
on funding targeted programs aimed at meeting identified needs. These 
needs will generally fall into the two categories of correcting 
geographic maldistribution and increasing the proportion of primary 
care practitioners. 

National Health Service Corps and Scholarships 
One of the most important programs for placing physicians in 

shortage areas is the National Health Service Corps Scholarship 
Program and the National Health Service Corps. Medical students 
who are committed to entering a primary care field such as family 
practice, general pediatrics, or general internal medicine, as well as 
psychiatry, are supported through the scholarship program. In return, 
following a deferment for residency training, they must agree to serve 
where placed in a shortage area on the basis of a year of service for 
each year of support. Currently there are 1,070 scholarship recipients 
fulfilling their service obligation, and 8,988 individuals in awardee or 
deferment status. A major objective of the program is to have a 
number of the practitioners remain in the area following the time of 
obligated service. There are some who think that the stresses of 
practice in certain inner-city areas are such that it is more realistic to 
think in terms of part-time inner-city practice for physicians, and 
greater utilization of physician extenders. A limited number of other 
health professionals are also supported through the scholarship 
program. Many of the other health professionals have been recruited 
directly into the Corps to work at the Corps site. 

Foreign Medical Graduates 
For -tµe past 20 years, large numbers of foreign medical graduates 

(FMGs) have entered this country for graduate medical education, 
filling significant numbers of residency positions. A disproportionate 
number of these slots have been in those hospitals less attractive to 
U.S. medical graduates. From both a quality of health care perspective 
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and a foreign policy .. brain drain" point of view, this influx of FMGs 
was viewed as w undesirable situation. 

Title VI of the Health Professions Educational Assistance Act of 
1976, Public Law 94-484, as further amended ~y Public Law 95-83, 
contained several amendments to the Immigration and Nationality Act 
that significantly affect the process by which FMGs are allowed to 
enter the United States as immigrants or exchange visitors, and limits 
the time for remaining in the country. 

In order to enter the United States to participate as an exchange 
visitor or in a graduate training program, a foreign medical graduate 
must have passed the Visa Qualifying Examination or obtained a 
waiver of the requirement under the Substantial Disruption Waiver 
Provision discussed below. The number ofFMGs entering the country 
through either avenue has been dropping sharply as indicated by the 
total number of exchange visas under Educational Commission on 
Foreign Medical Graduates sponsorship: in 1975, 7,507; 1977, 5,310; 
1979, 2,578. 

In the graduate medical education programs conducted in hospitals, 
the high reliance on FMGs had become a serious issue. The FMGs 
filled 29 percent of graduate medical education positions in the United 
States and 28 percent of the first-year positions in 1974-75. By 1978 
these figures had begun to reflect a downward trend., and FMGs 
represented 15.4 percent of all residents in graduate medical education 
programs. 

If entering FMGs were evenly distributing themselves by location, 
by specialty, and by type of hospital, the impact of the recent 
Immigration and Nationality Act amendments would be minimal. 
However, it was clear from data collected by the American Medical 
Association (AMA) in 1977, that the reliance on FMGs to fill house 
staff positions was concentrated in certain types of hospitals, geo
graphic areas, and specialties. For example, 73 percent of the FMG
filled residency positions were located in nine states: New York, New 
Jersey, Illinois, Delaware, District of Columbia, Maryland, Michigan, 
Ohio, and Pennsylvania, even though only 35 percent of the U.S. 
population resided in the same States. 

Several of the large metropolitan areas, especially in the Northeast 
and North Central regions, showed high proportions of FMGs in 
residency positions. FMGs filled substantial proportions of the total 
number of residency positions in the following metropolitan areas: 
Baltimore, 40 percent; Chicago, 46.6 percent; Cleveland, 36.6 percent; 
Detroit, 37.4 percent; New York City, 42.1 percent; and Philadelphia, 
30.6 percent. 

In addition, a large proportion of hospitals in several major 
metropolitan areas had more than one-half of their residency position..<; 
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filled by FMGs: Baltimore, 56 percent; Chicago, 70 percent; Cleve
land, 75 percent; Detroit, 44 percent; New York City, 52 percent; and 
St. Louis, 54 percent. 

Because of the expected severe reduction in the number of alien 
physicians entering the United States annually as a result of the 
amendments to the law, Congress provided for waivers of two of these 
requirements on a case-by-case basis. The waiver clause, which 
extends through December 31, 1980, can be granted if a graduate 
medical education program can demonstrate that application of these 
requirements would result in a "substantial disruption" of health 
services. The substantial disruption waiver was developed to provide 
programs and institutions traditionally placing significant reliance on 
alien physicians, a transition period during which placement of such 
physicians may continue, but in decreasing numbers. During this 
transition period, programs and institutions are expected to develop 
alternative provider resources and to attract primarily graduates of 
U.S. medical schools. If substantial disruption waivers fail to meet the 
manpower needs of particular programs or institutions, the waiver 
mechanism provides for an appeal process in which additional waivers 
can be requested. 

A Federal Substantial Disruption Waiver Appeal Board has been 
established to consider appeals from those programs and institutions. 
The Waiver Appeal Board functions in an advisory capacity to the 
International Communications Agency, the Agency responsible for 
administering the Exchange-Visitor program for alien physicians. The 
waiver mechanism has been in operation since May 1978. 

Information collected since the program became operational sup
ports the early predictions on the geographic location of hospitals 
which would be most severely affected by the reduction in FMGs. 
Hospitals in some cities have been much more aggressive and 
successful .in reducing their dependence on. FMGs than those in other 
urban areas. For example, of 64 applications for 185 positions 
considered during calendar years 1978 and 1979, 52 were from public 
and private nonprofit hospitals in the Northeast and Central Northeast 
regions for 171 of these 185 positions. Large cities also were heavily 
represented in the applicant pool. For example, 38 of the applications 
were from urban centers, while 18 were from medium-sized cities, and 
8 were from small cities and/or rural areas. 

The statistics on the specialty programs, however, are not as 
consistent as was expected. While neurosurgery, psychiatry, anesthesi
ology, pathology, and other specialties which rely heavily on FMGs 
are reflected in the applicant pool, the primary care specialties of 
pediatrics, internal medicine, and surgery also represent large numbers 
of training programs. This may reflect the heavy utilization of the 
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waiver mechanism by hospitals in large urban centers which provide 
extensive primary care services, as well as acute inpatient services. It is 
estimated that as much as 75 percent of outpatient services in the New 
York metropolitan area is provided by FMGs. It is likely that a limited 
extension of the waiver authority past the December expiration date 
will have to be considered by the Congress, especially for the greater 
New York City metropolitan area. 

Physician Extenders 
Physician extenders, a term which encompasses both nurse practi

tioners and physician assistants, are another source ofhealth personnel, 
particularly in organized care settings such as urban clinics. A number 
of studies have shown that physician assistants and nurse practitioners 
perform those functions for which they are trained equally as well as 
physicians. The degree of supervision under which they must practice 
varies from State to State, depending on the medical practice acts as 
well as the various Medicaid reimbursement rules. Medicare Part B 
only reimburses for the services of a nurse practitioner incident to a 
physician's professional service. The fact that a nurse practitioner may 
cost more out-of-pocket for the patient reduces utilization, even if the 
overall cost is less. A study in 1979 indicated that 23 percent of nurse 
practitioners were practicing in inner-city areas, and that 60 percent 9f 
nurse practitioners were employed in ambulatory clinical practices 
such as community-based clinics, with an additional 10 percent 
employed by health departments or home health agencies. Since 1972, 
7,600 physician assistants (PAs) have been graduated from federally 
assisted programs. The number of females in the profession, which was 
once dominated by former military personnel, has increased markedly, 
but minority representation has not. The Federal grant program has 
required deployment of students to health manpower shortage areas, 
and studies have shown that graduates do tend to locate in both urban 
and rural shortage areas. Although data are not available on the impact 
of PAs on the populations of interest to the Commission, studies 
indicate that P As have definitely had an impact on accessibility to care 
where access was previously minimal. 

Area Health Education Centers 
The Area Health Education Centers (AHECs) program is aimed at 

training physicians and other health care providers with a primary 
care orientation, and requires that a significant portion of the training 
take place in a rural or urban site remote from the Health Science 
Center. This program hopes to interest developing health professionals 
in practicing in such locations, while also providing important 
professional linkages for existing practioners in that area. 
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Although the predominant number of AHEC projects, originally 11 
and now 21, were oriented toward rural areas, 3 have been rural-urban 
and 4 have been totally urban in nature. The AHEC program, begun in 
1972, was developed along lines recommended by the Carnegie 
Commission. Its goals are to improve access to health care services in 
underserved areas by providing decentralized training, education, and 
experience; increasing primary care training; and encouraging more 
efficient utilization of health care personnel. The program is continual
ly being evaluated, most recently by the Carnegie Council, as well as 
the Department in a report to Congress, and has shown some positive 
results, both in stimulating new practitioners to locate in underserved 
areas and in making it more professionally rewarding for those who 
are already there to remain. 

Primary Care Practitioners Needed 
In talking about health professions, we have used the term "primary 

care." We are concerned that increasing numbers of physicians have 
gone into the specialties and subspecialties, while the greatest need is 
for the primary care practitioner, who is the physician one sees first, 
and who is capable of treating 90 percent ofour ailments (according to 
the Institute of Medicine), and who refers patients to specialists as 
appropriate. A primary care practice is not hospital based, and often is 
not as well-reimbursed by third-party payers. In addition, it is less 
prestigious in academic health science centers than surgical specialties 
and those which are more closely tied to the research community. 
However, meeting the health needs of the disadvantaged will require 
primary care physicians. In targeting support for medical education, 
HRA is providing funding for primary care residencies in general 
internal medicine, general pediatrics and family practice, and family 
medicine curriculum development. For these projects, a preference for 
funding is given to applications which propose a substantial portion of 
the training program in health manpower shortage areas (Section 332) 
or in a federally funded AHEC. Many of these are in urban settings. 
Support also has been provided for the development of geriatrics and 
nutrition curricula in medical education. It is our position that 
geriatrics ought to be incorporated into all medical education, rather 
than becoming another subspecialty. We also have provided support 
for projects such as interdisciplinary team training for hospice care. 

Concern on Nursing Problems 
There is concern in all parts of the country about the high vacancy 

rates for nurses in hospitals. In 1977 there were 1,401,633 nurses in the 
Nation; some 423,400 of them were not employed in the nursing field. 
The various nursing education programs graduated 77,874 new 
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students in 1978. We are currently attempting to better understand the 
factors affecting the high drop-out rate, such as salary, scheduling, 
bum-out, and career mobility opportunities. It is more logical for us to 
study such factors than to produce more and more graduates to 
compensate for the numbers of nurses leaving the profession. We 
intend to have the Institute of Medicine of the National Academy of 
Sciences carry out a study over the next 2 years on issues relating to 
nursing education and retention. 

Apart from generalized support of nursing education, we have been 
supporting programs aimed at furthering identified priorities. These 
projects include nurse practitioner pr~grams focusing on women's 
health and on geriatrics. Other projects address the needs of women in 
child bearing and child rearing. Although such programs are orga
nized along disciplinary lines or focus on subject areas as in nursing 
research, it is easy to see their relevance to the health care of target 
populations in urban areas. 

Decreasing Federal Support for Schools 
It is unclear in the present fiscal situation what funds that have been 

available for undifferentiated support of health professions schools will 
be redirected into targeted priority activities. With the decreasing 
level of Federal support for health professions students, the role of the 
States is increasingly significant, both in terms of financial resources 
and potential service obligations. A number of States also are imposing 
service requirements on health profession students who have attended 
State-supported schools or on those who have received State financial 
assistance. We are increasing our monitoring of State activities in this 
area, and are attempting to coordinate service obligations for students. 

The Commission has asked us to discuss the quality of health care 
received by target population groups. We do not, however, participate 
in the actual monitoring of the quality of health services delivered. 

The principal health professions programs administered by this 
agency which relate to quality are those in curriculum development 
and continuing education development. We also have played a strong 
role, in conjunction with various health professional associations, in 
supporting the development of credentialing standards for these 
personnel. 

Health Careers Opportunity 
Within the Health Resources Administration, the Office of Health 

Resources Opportunity (OHRO) directs the Health Careers Opportu
nity Program (HCOP), which funds projects aimed at the identifica
tion, recruitment, and retention of minorities and the disadvantaged 
into the health professions. We cannot provide direct data on the 
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:.elevance of this program to urban health care for population groups 
of concern to the Commission, except to note a study published by 
OHRO titled, The Treatment Practices ofBlack Physicians, which states 
that in 1975, 87 percent of patient visits to black physicians were by 
black patients, and 90 percent of patient visits to nonblack physicians 
were by nonblacks. One can infer that the training of more minority 
health professionals increases access for minorities. Currently, blacks 
constitute 5.7 perceQt_Qf ~edical students; mainland Hispanics, 2.8 
percent; and women, 25.3 percent. We have foun1l th.at over the last 9 
years, the average percent of minority students in the first year was 9.3 
for those nonminority schoolk which received grants under this 
1;>rogram, compared with 6.8 pefcent for schools which did not receive 
grants. 

Although place of residence is not a determining factor for 
participation in HCOP programs, except for those directed at 
American Indians, a listing of HCOP grantees shows that 131 are 
urban-centered' out of a total of 151. It can be assumed that a 
significant number of the more than 10,000 youths 'served by these 
projects are from urban settings. The projects themselves range from 
general information and motivation at the secondary school level 
through identification and compensatory education. This program 
does not provide student assistance; however, approximately 640 
stude:gts in FY 79 were recipients of Exceptional Financial Need 
Scholarships for the first year of health professions education. These 
scholarships enable the student to determine how well-suited he or she 
may be to such an education before incurring a debt for tuition loans. 
The program is based on need and not racial or ethnic background. 

Other Factors 
It is, of course, obvious that urban health is influenced by much 

more than the availa~ility of health care facilities, services, and 
personnel. Adequate food, housing, education, a healthful environ
ment, and a health promoting life style are critical elements. Even 
within the realm of actual health services, we need better coordination 
between financing and reimbursement practices and programs which 
deliver h~alth services or which promote the development of health 
resources. Building a structure for the planning and implementation of 
a rationally organized health care system and training professionals .to 
provide needed services is an important part of a broader approach to 
problems relating to urban health. 
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ACCESS TO MEDICAL TRAINING FOR MI
NORITIES AND WOMEN 

Alonzo C. Atencio* 

Introduction 
As public attention was drawn to the problems with the health care 

delivery system in the United States in the 1960s, severe shortages 
arising from limited access, maldistribution of resources, and uneven 
quality of care in the private office and in the public clinics were 
found. The problems were mainly those arising from poverty. 

These early studies also revealed that the state of health of the 
American people in general was not faring well either. Judging from 
some key indicators of health status, the U.S. had a lower life 
expectancy ;ind a higher infant mortality than other affiuent nations. 

It was alarming that such problems of health care and poverty could 
exist in the U.S. with all its advanced technology and scientific 
achievement. Something seemed to have gone out of the health care 
delivery system. At first it was thought to be caused by physician and 
other health care personnel shortages. Closer examination, however, 
showed that the physicians were not practicing in rural, ghetto, barrio, 
Indian reservations, or in the poorer urban sections. There was also 
indeed a shortage of general practioners and an oversupply of 
specialists. The shortage of physicians and other health care personnel 
were greater in the areas predominantly minority (Chicano, black, 
mainland Puerto Ricans, and Native Americans). 

The vital health statistics were bad for poor whites but were 
significantly worse for the minority population. But tHis data alone 
failed to indicate the extent to which health problems were affecting 
minorities as they were in other social and economic situations. The 
evidence, however, clearly showed that the health care failed 
minorities not only through omission of health services but actively 
discriminated against them in a way that continued to place them at a 
disadvantage. Increasing expenditures through Medicare and Medi
caid have failed to address the underlying problems. 

The problem of minorities is not solely poverty but is overlayed 
with racial discrimination. It is not surprising to find that over 30 
percent of the minorities earn incomes less than $10,000 annually 
compared to only 10 percent of the white population. To be poor 
means you can purchase less education, especially college level and 
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above; purchase less health care, and purchase less adequate housing. 
In short, be subjected to a substandard environment predisposed to 
illness, trauma, and violence. To be poor means more disability, 
affecting the early education of children. Studies have shown that 
children of both whites and nonwhites with annual incomes less than 
$5,000 lose more school days due to chronic ailments. 

Although poverty and disease transcend racial lines, to racial 
minorities it is a double burden. In 1974-75 the average life expectancy 
at birth was 73 percent for whites compared to 67 percent for 
nonwhites. During their life time, nonwhites are three times as likely 
to die from hypertension, kidney disease, and diabetes. A nonwhite is 
twice as likely to be a victim of homicide. The uncontrolled illicit drug 
traffic in minority communities is prevalent. 

Discrimination limits access to housing, employment, and recrea
tional facilities supportive of good health. It contributes to internal 
conflict, ·repressed anger, inner stress, all elements capable of not only 
precipitating disease episodes but also are liable to create destructive 
behavior. Alcoholism takes its toll of lives in the minority community. 

All of the elements of conditions cited above are symptomatic and, 
in general, services provided the minority communities are deficient in 
the characteristics essential to a well-organized system: availability, 
accessibility, continuity, comprehensive, coordinated, and appropriate. 
By most standards, services provided to minorities are frequently 
inferior in quality-unfortunately, mostly caused by overt or subtle 
discrimination, lack of cultural empathy, lack of a second language in 
monolingual communities. The resources in general are inadequate in 
number, type of care, long or acute mental health care.(1) 

Torrey cites statistics, relative to involvement of psychiatrists in the 
delivery of mental health care, indicating that over 65 percent of their 
time is involved in private practice or private general hospitals as 
opposed to State or county mental health centers or in alcohol 
rehabilitation centers. The area of mental health treatment is culturally 
loaded.(2) 

One of the most crucial natural resources to adequate health care 
delivery is health care personnel, and there is a severe lack of minority 
health professionals. For instance, while there were less than 26 black 
physicians per 100,000 black Americans in 1975, there were 177 white 
physicians per 100,000 population.(3) Among Chicanos there were 
fewer than 250 practicing physicians. Of over a milliol}- Native 
Americans and Alaskans there were only 72 practicing physicians. 

In this monograph I will address what has occurred in the medical 
education of minorities during the last decade; what role the Federal 
Government has played in increasing minority participation in medical 
education; what changes have occurred in medical school admissions; 
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what effect the Bakke decision has had on the admissions process; 
what steps could be taken to increase the enrollment of minorities. 

Preparation 
In order to understand the nature of the barriers to minorities' access 

to medical education, we have to know something about the process 
leading to admission to medical schoul. 

The preparation for a career in medicine begins early, -around the 
seventh or eighth grade. As a child moves on through the educational 
"pipeline" he begins to make choices on what he would like to become 
professionally, as an adult. It requires an uninterrupted flow ·through 
the "pipeline" from high school on to college before reaching out- for 
professional school. For minorities the flow is often interrupted early. 
Starting with say 1,000 elementary school children, as they move on 
through, there are losses occurring at thejunior and high school level. 
Many of them drop out either because they find school noneducational 
,orJhey-µeed to work to contribute-to the family income. 

In New Mexico in 1970, we found that 80 percent of the Chicano 
and Native American high school students did not plan to· enroll in 
college. Of the original 1,000; that left only 200 viable, candidates for 
college. Coming from substandard secondary schools, they found 
college difficult, accelerated, foreign, causing a 65 percent dropout 
rate by the second year of college, that left only 70 continuing. Of the 
remaining 70, the large percentage would stop their education to 
pursue work after their bachelors degree;. perhaps one of the original 
1,000 would eventually end up in a professional school. We found, for 
instance, that while the population of New Mexico was 40 percent 
Chicano only 19 percent of the college and 3 percent of the medical 
school enrollment were Chicano. For their Anglo counterpart, the 
representation rose from 48 percent of the State population to 91 
percent at the medical school level. There is a clear divergence in-the 
pathway for the two groups as each progresses on up through the 
educational pipeline.(4) • 

Many have investigated the causes of this divergence. The reasons 
range from the absence of role models in the professions to overt 
exclusion due to racial discrimination. Role modeling has certainly 
played a major role in the exclusion of females from the' medical 
profession. But this is self-exclusionary more than discriminatory. 
Others have attributed the exclusion of women to sexist views held by 
admissions committees. 

Relative to• Chicanos in the Southwest, the Commission on Civil 
Rights in 1972 found that there were certain practi'ces affecting the 
education of Mexican Americans.(5)(6) While not being overtly racist, 
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they noted that teachers praised and encouraged Anglo student 
participation in class exclusively. 

A quote from their report illustrates this point: "There were several 
Chicanos who kept raising their hands eagerly at every question. Ms. 
G. would repeatedly look right over their hands, and call on the same 
Anglo students over and over again. In some cases, she would call on 
the Chicanos only because the Anglos stopped raising their hands." 

They also found that teachers built upon contributions of Anglo 
students 40 percent more frequently than on those of the Chicanos. 
Overall, the Chicano.student received less attention from teachers than 
their Anglo counterparts. I can relate similar personal experiences but 
suffice it to say the Commission has independently recorded these 
incidents of educational neglect that are stiil being implemented. 
Similar episodes happen to blacks, American Indians, and mainland 
Puerto Ricans. 

These dynamics obviously do not foster creativity or cultivate the 
faculties of the mind, rather they make students feel inferior; create 
anger and rebellion and eventually a disdain for the educational 
system. Of course this negative stroking does little to promote self
worth and self-esteem. Rather it creates insecurity by nonparticipation 
eventually leading to self-elimination from the educational system. 

Economic Barrier 
Another hurdle in the path of minorities achieving a higher 

education is their economic status. We live in a socioeconomic reality 
that requires people to purchase education. At lower income levels, 
people tend to prioritize the expenditures of their meager incomes. 
Usually education and "necessary" health services are delegated lower 
priorities over say food, shelter, etc. 

In 1974 a study of 55,053 families showed that 49 percent of 
nonmetropolitan areas earned less than $10,000 per year. The correla
tion to educational attainments of persons older than 25 years was 
significantly lower for nonwhites.(7) 

Financial need has had a long range effect on minority education, 
particularly those desiring to pursue a professional career in medicine. 
Even though the awateness created by the civil rights movement led 
to increased efforts by colleges and universities to enroll more 
minorities, there is still a fear of accumulating debt by minorities. In 
the mind of minorities a $6,000 debt accumulated in college is 
significantly high to preclude the student anticipating adding $30,000 
more by the time he/she finishes medical school. This is compounded 
by the obvious fear of failing in school and being saddled with a 
"high" debt. The fear is real since most minority students are 
considered "academic risks" by most professional schools. 
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Medical Education: The Process of Selection, 
Training, and Retention 

As mentioned previously, the process of preparing for a medical 
degree begins early. The process of selection and admission to medical 
school is based on this long range preparation. A preparation that leads 
to conditioning to test taking and a belief that following a given series 
of courses will produce a well-qualified applicant. 

The admissions process is strongly dependent on measurable 
cognitive variables in the initial stage and noncognitive subjective 
variables at the later stage. It is in the initial stage that minority 
applicants, that is those who have survived college to apply, are 
eliminated from the process. The noncognitive evaluation, which is 
unquantifiable therefore becomes the most meaningful parameter in 
the admission ofminority medical students. 

In the initial stage, the screening stage, the grade point average and 
the MCAT scores play a significant role. Medical schools tend to have 
a GPA cutoff of 3.5 (scale of 4;0) and MCAT scores about the 85th 
percentile. It is from the survivors of the initial screening that the 
matriculants are selected. 

Minorities seldom achieve high cognitive scores, consequently they 
seldom survive the initial screening. One medical school developed a 
formula for screening medical applicants that included points with 
adequate multiplying factors for GPA, MCAT scores, letters of 
recommendations, college attended, interview impressions, etc. The 
formula had a high predictability for students scoring above a certain 
score and it worked so well that not a single minority fell in the 
admissable range. 

It has been well-established that minority applicants score at or 
below the 30-40 percentile in the MCAT and bring GPA averages 
around a 2.7. A cognitive profile for the majority and minority 
applicants clearly shows a biphasic distribution or two distinct 
populations.(8) Schools therefore feel justified in screening out those 
with the lower scores and grade point averages without taking into 
consideration the events causing them. 

This myth of measurability is based on the assumption that the 
qualities desirable in a physician are measureable.(9) Using such 
selection criteria not only serves to feed the ego of those selected but 
will also select a homogeneous population of overachievers trained in 
test taking and perhaps rather insensitive to human facilities. Their 
emphasis has been to score well rather than learn more about human 
interaction. 

In the period from 1947 to 1956, for instance, there was an increase 
of only 173 black medical students compared to 5,900 whites in 
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medical school. However, the enrollment of blacks at Meharry and 
Howard accounted for 2/3 of those enrolled.(10) Thus two-thirds of 
761 black medical students in 1956 were enrolled at the two black 
medical sc_hools and the remaining one-~hird in the remaining -µ.s. 
medical schools. There is no evidence that those students enrolled and 
graduated from Howard and Meharry were inferior physicians. By the 
same reasoning, those graduated from predominately white institutions 
were evidently not superior physicians. If anything, the selection of a 
homogeneous population of overachieving medical students has led to 
the maldistribution problem as witnessed by the decline in general 
practitioners. 

The seconc;l stage in the selection of students surviving the 
preliminary screening is largely noncognitive if implemented fairly. 

There are many qualities, difficult to quantify, that are desirable in a 
physician. Admissions committees attempt to glean these qualities 
through a personal interview and analyzing the students involvement 
in community organization, etc. Given a preselected group in which 
the committee is reasonably assured they do not present an academic 
risk, the noncognitive evaluation is reasonably safe unless they detect 
some obvious qualities of insensitivity or sociopathic behavior. This is 
difficult to achieve in a 30-minute interview and from self-identified 
student involvement indicating a sensitivity to people. Since the 
medical profession has high rates of suicide, drug abuse, alcoholism, 
and divorce, something must not be working properly in the selection 
ofmedical school matriculants. 

Medical School Enrollment of Minorities and 
Women 

Reacting to social pressure, U.S. medical schools in 1968-69 began 
to seriously address the absence of minority medical students. In 1970, 
at the annual AAMC meeting in Los Angeles, there was an aura of 
frustration. For some naive reason, many schools felt that if they 
opened their doors and go out and "beat the bushes" there would be a 
flood of minority applicants. Much to their dismay, qualified minority 
applicants were not that easily located. Years of educational neglect 
had taken its toll. Very few minorities had survived the educational 
trauma and even fewer were enrolled as premedical students. The 
medical schools had to turn to seeking minorities majoring in the 
sciences _totally unrelated to medicine. These students became the 
potential pool of applicants. Furthermore, they had to reexamine their 
admissions procedures in order to give minorities a more equitable 
evaluation. 
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The Federal Government meanwhile reacted to a perceived 
shortage of physicians and initiated Physician Augmentation Programs 
and Capitation Grants to medical schools, rewarding them for 
increasing their enrollment. What was neglected in this analysis was 
the maldistribution of physicians arising from overspecialization and 
the near elimination of the general practitioner. 

Enrollment in medical schools increased as schools expanded the 
class size. But the problem of increasing minority enrollment in 
particular continued to lag. Admissions committees encountered much 
difficulty in accepting students with what they considered substandard 
academic credentials. Medical school faculties reacted similarly and 
felt that minority students could not cope with the rigors of medical 
education. Resistance to the admission of minorities also came from 
the white applicants who felt discriminated against. This was not 
without some justifi~ation, after all, they had been preparing for a 
medical education most of their life. They also represented a small 
percentage of survivors of premedical students (a large number of 
college freshmen enroll as premedical students but only about 10 
percent actually become eligible to apply using the standard GPA and 
MCAT criteria). 

This change placed some medical schools in a dilemma. On the one 
hand, those which wanted to enroll more minorities JJ.OW felt that their 
standards had to be lowered to accomodate the minority and women 
applicants. Naturally under these circumstances, the graduate from 
medical school would also be considered substandard. Many discus
sions on the criteria for admitting minorities ended in stalemates. 

Much to their surprise however, women applicants were bringing 
with them excellent credentials from college so their admission did not 
require drastic changes in admission policies. The only major adjust
ment was altering or accepting women as equals in a predominantly 
male profession. 

The problems remain with minorities and statistics comparing the 
rise in enrollment of minorities and women verifies the above 
statement. 

U.S. medical schools, some more rigorously than others, began to 
alter their admissions policies and initiated special programs for 
identifying, recruiting, admitting, and retaining minority medical 
students. 

Emphasis was placed on identifying minority students with a high 
potential for successfully completing medical school. Rather than 
relying solely on the grade point average, they now would examine 
the students grade trend. Recognizing that most minority students had 
attended poor-secondary schools, it was anticipated that they woul~ 
do poorly in the first and second years of college. But by the time they 

374 



were juniors they were expected to be doing somewhat better. A 
strong finish was considered evidence of academic reserve and 
potential. Similarly, the MCAT score was scrutinized and two parts of 
the old MCAT were considered to be culturally biased. Emphasis was 
therefore placed on the students performance in science and mathe
matics portion of the MCAT. 

Another change, instead of prescreening minority applicants, now 
most minority applicants were given the opportunity to file a complete 
application and bring it ,in for personal interviews. The interviews 
were obviously designed to probe more into the minority students 
background, his educational achievements, economic situation during 
his/her childhood, and cultural richness, i.e., did they come from 
predominately monolingual parents, what type of counseling was 
received during the secondary school years, etc. From all of this a 
composite of the minoritY. student emerged, yet there was still 
uncertainty as to how well they would do in medical school. To 
relieve this nagging doubt, the more committed schools designed 
enrichment programs designed to help the student prepare for medical 
school. 

We initiated such a course in New Mexico in 1970. Its premise being 
that the school take a chance on minority students by offering them a 
position, often contingent, on satisfactory completion of the summer 
course. These minority programs at New Mexico have been described 
in detail.(11) This course is open to medical schools other than New 
Mexico and to date we have had 21 medical schools and 183 minority 
medical students participating in the programs. Retention of these 
programs is 95 percent. 

Most medical schools with successful minority programs encourage 
early recruitment and educational counseling. Another one of the 
components in these programs is an ongoing retention effort by 
providing National Board Review courses, makeups for examinations 
during the academic years, counseling, test-taking advice, and training 
as well as remedial makeup course work. 

As of 1980, there are 25 medical schools offering summer programs 
to high school level students; 32 offering summer programs at the 
undergraduate college level; 43 offering summer programs to minority 
students accepted to their medical school; 5 offering post-baccalaure
ate programs and 2 offering preentry programs to minority students 
accepted at any medical school. Of the 1.12 U.S. medical schools 
responding to the AAMC inquiry, 76 offer some form. of summer 
and/or yearly motivational program.(8) This leaves some 36 schools 
that have not made any form of committment. 

As a result of these efforts, enrollment ~t medical schools has 
increased from 37,690 in 1969 to 63,800 in 1979 for a net increase of 
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25,110 students. During this decade minority enrollment rose from 
1,178 (8.1 percent) to 5,084 (7.9 percent). Though the enrollment 
increased in absolute numbers the percentage enrollment of minorities 
dropped by 0.2 of a percent. Perhaps a more significant figure in the 
changes is in first year enrollment. 

From 1969 the total first year enrollment in U.S. medical schools has 
risen from 10,422 to 16,930 in 1979, for a net increase of 6,508 students. 
Minority first year enrollment rose from' ·SOI to 1,540 during this 
decade. In percentage, the first year minority enrollment rose from 4.8 
percent to 9.1 percent. 

First year enrollment of women starting in 1971 meanwhile, rose 
from 1,359 to 4,707 in 1979. During this same period the total first year 
enrollment rose from 12,361 to 16,930 for a net increase of 4,569. 
Minority enrollment increased from 1,051 to 1,540 for a net increase of 
489. Thus, women enrollment in first year classes represented a net 
increase of 3,348 accounting for 73.3 percent of the overall increase; 
minorities account for 10.7 percent and white males for 16 percent. 
The rise during this period has been largely in women enrollment. 

Before white males become concerned, it should be pointed out that 
they still represent 63.1 percent of the total first year medical students 
(16,390) enrolled in 1979. Another point of clarification, there may 
become overlap in figures representing women enrollment if minority 
women are included. I do not believe this is true however; the AAMC 
has been careful not to include minority women in the "women" 
category as well as in the minority category. 

Trends 
The initiative to increase minority enrollment in medical schools has 

not gone unchallenged. There has been and still is internal resistance 
by medical school faculties to enrolling students with lower grades and 
MCAT scores. External challenges have come in the form of law suits. 
The most widely circulated being Bakke v. the University ofCalifornia. 

The impact of these challenges have had some effects. The internal 
challenge has created an aura of disdain for the minority students often 
spreading to the medical student body. It has manifested in unwill
ingness to participate in tutorial and other special programs even if the 
money to pay for services was available. From this unwillingness, it 
seems that justification for this feeling amongst faculties is to help 
fulfill their prophecies. Many minority students can identify overt and 
subtle put-downs. 

For example,. a minority student at our school would have his grade, 
if he had failed the examination, spread in red pencil covering the 
entire front page while his majority peers would have their failing 
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grade in a small letter at the corner of the front page. It is a form of a 
"Scarlet Letter." 

In the clinical setting, the minority student is often viewed as an 
inferior student witl:!. an "inadequate fund of knowledge." These tales 
of horror can be cited from all facets of encounters with the 
educational system and have been well-docum~nted. I bring them up 
to re.mind you that though affirmative action seems to be working, 
living through the process is hell for minority stud~nts. 

The Effects of Bakke on Minority Enrollment 
Beginning with the deFunis v. Odegaard case in Washington, many 

medical schools became cautiqus in implementing affirmative action 
programs. This was particularly true where there was an inherent 
reluctance to comply to begin with; but minority enrollment continued 
to rise as medical schools attempted to reach the mip.ority representa
tion goal set by the AAMC Task Force on Minority Opportunities in 
Medicine. 

This task force had set a 12 percent goal for minority enrollment. 
Unfortunately, this was representative only of the black population 
and neglected to include Chicanos, mainland Puerto Ricans, and 
Native Americans. A more realistic goal would have been closer to 14 
percent. 

By 1974 first year minority enro~lment had _reached 10.1 percent and 
enrollment of 8.1 percent of the total medical student enrollment. Then 
the California courts decided in favor of Bakke. This set a sort of 
panic, a fear, in medical schools as witnessed by the numerous national 
conferences concerned with the ramifications of the decision. Minori
ties and other concerned individuals reacted to defend minority 
programs and admissions. This was evident from the many amicus 
curiae submitted to the U.S. Supreme Court. 

The overall net effect while the U.S. Supreme Court pondered the 
Bakke case was ca,ution, leading to a decrease in minority enrollment. 
First year minority enrollment declined to 9.1 percent in 1975 on to 9.0 
percent in 1977.. However, the first year enrollment of women 
increased from 19.7 percent to 24.7 percent during thesi:: 3 years .. By 
1978 first year enrollment of minorities had declined further to 8.7 
percent, while the enrollment of women rose to 25.6 percent. 
Apparently the admission of women wa~ felt to be either more 
defensible or less threatening since no lawsuits had been filed or there 
were no special programs aimed at women specifically. The focus was 
more on the disadvantaged. 

After the U.S. Supreme Court ruled that quotas were out but that 
ethnicity could be considered a factor in the admission process, those 
medical schools demonstrating commitment resumed their quest of 
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increasing minority enrollment. The figures for first year enrollment of 
minorities in 1979 has now risen to 9.1 percent but it is too early to 
establish whether this will continue. It will be interesting to see what 
happens in the next 5 years. It is reasonably safe to say that 
uncommitted schools will use the Bakke decision to avoid making 
affirmative action a part of their admissions policy. I should point out 
that the first year enrollment of women has now risen to 27:8 percent 
(1979). 

Role of the Federal Government in Minority Medi
cal Education 

Since the enactment of the Health Professions Educational Assis
tance Act in 1963, Federal assistance to U.S. medical schools in the 
form of capitation and Physician Augmentation Grants has led to an 
expansion in medical student enrollment but a decrease in scholarship 
financial assistance. This financial effort seems to have been originally 
designed to increase health manpower but, more recently to distribute 
it to underserved areas. For instance, during this period, 1963-1979, 40 
new medical schools and osteopathic schools of medicine have opened 
and the medical student enrollment has doubled. 

To reach the accepted ratio of 600 patients per physician, minorities 
would have to have had a combined number of 67,000 minority 
physicians by 1976. Minorities are still a long way from reaching the 
desired ratio while the current enrollment of medical students is 
projected to have caused an oversupply of physicians. The projected 
supply of physicians is expected to rise from 379,000 (1975) to 519,000 
in 1985 for a 222 physician per 100,000 population.(3) Unfortunately, 
this projection does not hold minority physicians when enrollment 
seems to have plateaued rather than rising to reach an equitable 
physician to patient ratio. The current graduation rate of minorities is 
1,058 (1978-1979). This represents an increase of 260 from 1974.(3) At 
this rate, we will never reach the 600 to 1.0 ratio. 

The Bureau of Health Manpower, formed in 1967, has been 
responsible for administering some $6 billion to support expansion in 
training facilities ·and enrollment. During this time, the Bureau has had 
several major accomplishments in health manpower development and 
distribution. 1) It has increased the number of Nation~ Health Service 
Corps Scholarships, NHSC, of recipients to 5,249 in 1978; 2) has issued 
new criteria for identifying and designating nearly 4,000 new health 
manpower shortage areas; 3) involved local planning agencies in 
reviewing health manpower training grant applications; 4) initiating 
training programs for primary care practitioners; 5) expanded area 
Health Education Centers to 20 projects in 22 States; 6) launched new 
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scholarships for students with exceptional financial needs; 7) awarding 
$15 million for projects to assist disadvantaged students enter health 
careers; and 8) has formed two divisions to administer student 
assistance and _manpower analysis.(3) 

Thus, though the shortage areas have been largely identified with 
the minority population, financial assistance in the form of scholarship 
has declined. 

Financial assistance to medical students in the form of Health 
Professions Scholarships, initiated in 1967, originally designed to be 
administered part as a scholarship grant, has now become totally a 
loan program for all medical students. For instance, at our school in 
1973-74 we were awarded $29,480 as scholarship money and $69,375 
for loans. Now in 1979 we were awarded only $25,624 for loans alone. 
This is a school that has had, since 1970, an average of 25 percent 
minority enrollment. The University of New Mexico, not unlike other 
committed medical schools, is now being stretched to the limit to 
support its minority medical students. 

With the decline of scholarship support and a stronger reliance on 
loan money, compounded by the rise in medical school tuition, 
minority students are having second thoughts about pursuing a career 
in medicine. This in part may be responsible for the decline in the 
minority applicant pool. 

Minority students currently enrolled, somewhat reluctantly, are 
now enrolling in the NHSC. Part of their reluctance is their fear of 
having to pay back their financial support in an uhderserved area 
removed from their environment. They also feel that the majority 
student is more capable of "buying out" of their committment leaving 
them "holding the bag." They view this as a debt as well and, coming 
froni a lower socioeconomic background, the debt is out of their realm 
of reality. They also question whether, because of their financial need, 
they are being channeled to help solve the maldistribution problem to 
areas which are largely minority population. 

In concept, the Exceptional Financial Need program could address 
the fmancial need of minority students; however, in design it only 
supports a student for one year, and insufficient money has been 
appropriated. It seems to address the first year when a "high risk" 
student may be more susceptible to failure but it leaves him financially 
insecure as he must seek support for the second year. 

A second problem with EFN is in the way it's administered at 
medical schools. The student receives a monthly stipend which is 
issued by the financial aid office, but it also places the fmancial aid 
officer in the role of a parent doling out an allowance for the purchase 
of books, supplies, etc. While a sensitive financial aid officer can 
administer the funds, there is a large potential for placing the student in 
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a demeaning posture. The support would be less demeaning if the 
student could receive the money personally and be allowed the 
responsibility to spend it to meet his/her needs. 

An expansion of this program to include the second and perhaps the 
third year would be highly desirable. Minority students would have 
little difficulty qualifying for the program and could safely rely on 
continuing support and minimizing their debt commitment. The 
appropriation for support of EFN should be significantly increased. 

Another loan support program, the Health Education Assistance 
Loan (HEAL), provided loans up to $10,000 per year but at a 12 
percent interest rate compounded semiannually. A student participat
ing in HEAL cannot participate in any other Federal support 
program. The interest rate is prolubitively high. For example, a 
student borrowing $32,000 from HEAL will have to repay $148,709 or 
$812 per month for 15 years. This is a heavy financial burden on any 
young physician beginning to practice medicine. 

For other reasons financing medical education is a heavy burden on 
minority students from low socioeconomic backgrounds. Being con
sidered a "high academic risk" the probability of failing and being 
burdened with a large debt scares them. In addition to the fear of 
incurring a large debt, and because of their educational preparation, 
they have to devote their entire energy and time to their studies. Thus 
they cannot afford the distraction, because of worry of high debts and 
the day-to-day living expenses, while going through medical school. 
Any relief from this worry will release them to concentrate on their 
medical studies. 

In short, the Federal Government has not provided financial 
assistance specifically to support minority students. They have to 
compete with the rest 9f the students. The only organization which 
supports minority medical students is the National Medical Fellowship 
Foundation. Perhaps Federal support should be channeled to the 
NMF for-administering financial assistance to minority students. 

Minority students are becoming more dependent on loan programs, 
thereby incurring greater indebtedness than the nonminority counter
parts. Financing a medical education is a heavy btµ"den on minority 
students and there is llttle Federal assistance for them. This is ironic, 
since, as our preliminary data indicates, about 70 percent of the 
minority graduates from New Mexico are returning to practice in New 
Mexico. These are students finishing their residencies and NHSC 
committments. 

Indirect Federal Support for Minority Students 
Indirect support for increasing minority representation in medical 

schools has been coming from an unexpected source, the Minority 
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Biomedical Support Program administered out of the Division of 
Research Resources of the NIH. 

This program was designed to increase minority participation in 
biomedical research by providing financial assistance in the form of 
salaries to minority students working in research laboratories. Many of 
the undergraduates (over 30 percent) participating in this program are 
electing ,,to apply to medical school, and with this background in 
science they have heen very successful in getting accepted. Unfortu
nately, the funding for this program is restricted to minority institu
tions and is funded at a low level when compared to the total NIH 
budget. 

The Office of Health Resources Opportunities, Health Careers 
Opportunity Program, has also been very. helpful in assisting minorities 
to pursue careers in medicine. HCOP funds mostly undergraduate 
programs to create awareness of health professions among minorities; 
programs designed to improve the academic preparation of minority 
undergraduates; programs to help or assist in retaining medical 
students in medical schools, and programs for increasing recruitment 
efforts· by medical schools. 

Here again the HCOP budget has only $15 million compared to the 
overall budget and does not provide financial assistance to mino_rity 
medical students. Their budget should be significantly increased to 
meet the demands. 

In summary, there has been some increase in minority and women 
medical school enrollment. This has been the direct result of 
government affirmative action policies and financial support to 
improve the health care of the American people. Women have made 
more significant strides in approaching parity in the medical profession 
than have minorities. The Bakke case had an initial effect in minority 
enrollment prior to the U.S. Supreme Court decision. The trend after 
the Bakke decision in 1978 seems toward increasing efforts to enroll 
more minorities in medical school and it did not affect women 
enrollment. With the decline of scholarship support through Health 
Professions Scholarship and Loans, more money should be appropriat
ed to the Exceptional Financial Need Program to assist minority 
students in meeting the rising costs of a medical education. Alterna
tively, the Federal Government could award funds to the National 
Medical Fellowship Foundation to support more adequately minority 
medical students. Medical schools should be encouraged to continue 
their efforts in enrolling more minority students through a capitation 
grant mechanism specifically designed to reward their efforts in 
increasing minority enrollment and retention. More Federal support 
should be appropriated to the Minority Biomedical Science Support 
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Program at the NIH and to the Office of Health Resources Opportuni
ty division of the Health Resources Administration. 

To increase the meager number of minority faculty in medical 
schools, the Federal Government could help by financing career 
development awards to minority graduates from medical schools and 
biomedical science schools. 
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Mr. Chairman(and members of the Sub-committee:) 

I am honored to have the opportunity to appear before you today, and thank 

you for this chance to present my views on a problem which, I believe, 

threatens the delivery and financing of hospita-1 and physici·an care tn 

many of, our nation's cities. 

I feel qualified to speak on urban hospitals by virtue of training 

in city planning; research on urban hospitals since 1973, using 

published data and original field-work; and active membership on the 

Board of the Boston HSA. I do, however, represent only myself. 

Introduction and Overview 

The problem of urban hospital closings and relocations; has become a 

visible political issue both nationally and particularly in certain cities 

the last two-three years. Actually, this has been an important phenomenon 

in. this cou·ntry at least since the 19SO's. It has attracted special 
✓ 

attention recently for three principAl reasons. 

First, many urban public hospitals have been closing. The particular 

~ases we have seen in recent years have been hospitals located in north

ern St. Louis, in Philadelphia, in San Antonio, and in New York City. 

Public hospital closings in California have been a problem 

for several years also. 

The second reason why hospital ciosings and relocations have recently 

become a visible issue has to do with the fact that, for the first time 

since perhaps the depression, large voluntary hospitals in cities have 

been either closing or in danger of closing. I regard these two phenomena 

of public hospital closings and the dangers to large voluntary hospitals 

as dramatic indicators of the magnitude of the problem which has been 
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quietly borne for several decades by smaller ·voluntary hospitals. 

The third reason why the problem of hospital closings and reloca

tions has attracted visible attention in the last few years has to do 

with some very important litigation in cities as Gary, Indiana; Wilmington, 

Delaware; and East St, Louis, Illinois. In these cities, closings or re

locations have been challenged on legal grounds having to do with violation 

of Title VI of the Civil Rights Act and/or Section 504 of the Rehabilitation 

Act of 1973. Indeed, this visible litigation l!UlY bring to the health field 
.., 

some of the attention focused on education by the landmark Supreme Court 

case of Brown vs Board of Education of Topeka, Kansas in 1954. 

My purpose today is to analyze objectively the phenomenon of urban 

hospital closings and relocations, Following this introduction, the 

second section of my statement explores the extent of closings and relo

cations. The third section examines the nature of the closings and reloca

tions themselves: For example, which types of hospitals close or relocate? 

Also, where are they located? The fourth section explores the dynamics 

of hospital closings and relocations -- both apparent and underlying causes, 

The fifth section considers the consequences of hospital closings and 

relocations for 1) access to care; 2) cost of urban health care; and 3) em

ployment in important selected central city neighborhoods. Finally, the 

sixth section of this statement considers alternatives to closings and 

relocations. It examines short-term survival strategies which might be 

adopted by individual hospitals when appropr~ate, and then it considers 

larger issues of social policy which should in many cases be addressed 

in order to come to grips with the important causes of inappropriate 

closings and relocations. 

A note on the relative importance of fact, demonstrable evidence, and 

interpretation in this statement is important. While I have proceeded 
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carefully as a researcher and as a policy analyst, the importance of values 

and beliefs in areas where adequate factual documentation do not exist 

cannot be ignored in this important field. For this reason, I should in

dicate at the beginning certain b~liefs or interpretations of mine that 

affect the weaving together of the available objective ev-idence in the 

statement that follows. First, I believe with Cochrane that "all effective 

care should be free" at the time of provision. Given the questionable evi

dence on the efficacy of much expensive "half-way technology" I believe it 

makes good sense to substitut~ in many cases a goal or systems criterion 

for health care that would consider equal access to services known to be ~ 

effective. 

Magnitude of the Problem: 

Nationally, dozens of hospitals close or relocate each year. For 

example, over the three years, 1975 - 1977, 231 hospitals closed or relocated 

according to data collected by the American Hospital Association. This means 

about 80 hospitals per year. Apart from this national data, I have studied 18 

cities in the northeast and midwest United States for the years 1937 to 1977. 

These are all the large central cities located from Kansas City, east; and 

from roughly Washington D.C., north. I found that of 326 voluntary hospitals lo

cated in these cities in 1937, 57 -- or 187. -- had closed by 1977 and an addi

tional 38 -- or 127. -- had relocated by 1977. Thus, 95 hospitals, or 

about 307. of the hospitals in those cities in 1937 had closed by 1977. 

Because these hospitals were slightly smaller than average, the closing 

or relocation of 307. of the hospitals meant the departure of only about 

207. of the beds. (These data are now being updated from 1977 to 1980. 

It is estimated that between 15 and 25 additional voluntary hospitals 
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closed or relocated during this time.) 

Of course, during the 40 year study, existing hospitals that remained 

open expanded in,:-the cities examined and new hospitals were built. Thus, 

the total number of beds in these cities did not change all that much on 

average. The number of beds rose in some cities and fell in others. 

In this case it must be asked, why be at all concerned about the 

phenomenon of hospital closings or relocations? The answer is perhaps 

three-fold. First, we should be c·oncerned about the pattern of hospital 

closings and relocations -- and simultaneously about the construction and 

expansion of other hospitals -- because of the spatial and demographic 

correlates of both the subtraction and the addition of beds: Closings 

and relocations appear to have been disproportionately by certain types of 

hospitals located disproportionately in certain types of neighborhoods. 

Second, we should be concerned about the pattern of contraction and expan

sion in the urban hospital care system because of what I suspect to be the 

associations of this pattern to increased cost of urban hospital care and 

of urban physician care in this country. The third reason for being concerned 

about this phenomenon has to do with the selective impact on employment of the 

pattern of hospital closings and relocations in central cities. 

Nature of Closings and Relocations 

We have some data on the size of hospitals that closed, relocated, 

or remained open. Looking at the 18 cities studied, the average size 

of the 326 hospitals found in those cities in 1937 was about 189 beds. 

Hospitals that closed over the 40-year period studied had only 108 

beds in 1937. Hospitals that relocated during the period studied had 

178 beds in 1937 and hospitals, finally, that stayed open throughout 
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this period averaged about 211 beds in 1937. 

The demographic correlates of closing, relocating or staying open 

are of strong interest as well .. I have found that the percent minority 

of the area around the hospital is directly related to the proportion of 

hospitals closing or relocating from that area. 

A glance at Table 1 indicates that as the minority proportion of the 

neighborhood around the hospital increases, so does the proportion of 

hospitals closing or relocating from 1937 to 1977. In neighborhoods 

0-257. black in 1970, for example, only 14.27. of the 1937 hospitals had 

closed or relocated by 1977. But in neighborhoods 76-1007. black in 1970, 

fully 46.9% of hospitals -- almost half -- had disappeared. 

The area around the hospital was defined for this analysis as the 

census tract in which the hospital was located plus all census tracks 

contiguous to that initial tract. Thus, the area around the hospital, 

the demography of which was considered, was defined consistently across 

all hospitals studied. Moreover, the area was defined before it was 

known whether the hospital had closed, relocated, or remained open. 

These two bi-variate analyses clearly indicate that size and 

neighborhood demography are separately clearly associated or correlated 

with the different proportions of hospitals remaining open, relocating, 

or closing. To understand this issue and what we might wish to do about 

it, it is useful to go beyond these snapshots to a dynamic model explain

ing likely causes of relocation or closure. I am developing such a quan

titative model, using multiple regression and logit analyses. (A sketch 

of this model and its usefulness is appended to this statement.) 



Table l 

Percentages of hospitals close.d or relocated 
by racial characteristics of area 

6. 

hospital status 
1937-1977 

1970 racial composition of original neighborhood 

0-25% 26-50% 51-75% 76-100% 
black black black black 

total 

0\ 
00 
rf"l closed 9.0% 15.0% 23.5% 31.3% 17.5% 

relocated 5.2 11.6 20.6 15,6 11.7 

ongoing 85.8 73.3 55.9 53.l 70.9 

total 100.0% 99.9% 100.0% 100.0% 100. 1% 

closed or relocated 14.2% 26,6% 44.1% 46.9% 29.2% 

i.1..L.i.• .. .t..i....1,__.L..L.l.l.J..l.ilt•Ji\ll 
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The Dynamics of Hospital Closings and Relocations: 

To understand the importance of hospital closings and relocations, 

and what we might wish to do about them, we need a better understanding 

of the reasons why hospitals close or relocate. 

One version explaining hospital closings and relocations is pro

vided by members of American Hospital Association research staff in an 

article appearing in Hospitals on December 1st 1978. This reports the 

results of a survey done by mail questionnaire to former administrators 

of closed or relocated hospitals. These are the 231 hospitals identified 

as having closed or relocated nationally between the years 1975 and 1977. 

These administrators said that 277. of hospitals closed or relocated be

cause of financial reasons, 237. were replaced by a new facility, 147. 

were closed because of low occupancy rate, 137. were closed because of 

outdated facilities and 107. were closed because of an inadequate supply of 

physicians. These ~easons cover 203 of the 279 reasons (or 737. of those 

advanced by administrators) for the closings or relocations of the 231 

hospitals. 

But to really understand closings and relocations, we must ask: 

Why wasn't there enough money? Why replace the hospital? Why did 

occupancy rates fall? Why was the physical plant outdated? Why weren't 

there enough doctors? 

The model of hospital closings and relocations described in the 

appendix to this statement is designed to consider the importance of 

these and other variables in a comprehensive analysis. Lacking the 

solid quantified data such a model will soon provide us, I would like 

to offer in its place, at this time, a story. This story is designed to 

capture the elements surrounding hospital closings and relocations 

which I believe to be important. This story is not a fantasy. 
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Hospital A has 200 beds.. It was built in 1910 in a neighborhood 

whose,residents were middle-class or working-class whites. Until thirty 

years ago, .in 195.0, most of the physicians admitting patients to the 

hospital maintained their offices in the surrounding community, and al

most all .patients lived within two miles of the hospital. M,D.'s were 

general practitioners, pediatricians, general sui::geons, and obstetricians.,
0 

leavened with few specialists, There.was no house staff of interns and 

residents at the hospital, and the small out-patient clinics and accident 

room were staff by attending phystcians who "volunteered" their time in 

exchange for admitting privileges. 

The hospital's finances w~re sound, Although the physical plant 

was old,. it was fully paid for. A new operating suite had been b,uilt 

with funds ra~sed in the local community, by volunteer businessmen, civic 
I 

leaders, and physicians. A Hill-Burton grant covered one-third of the 

cost. Most operating costs were covered by charges to patients, one-third 

of whom had Blue Cross insurance.. Almost all the rest paid out-of.-pocket. 

Those (5%) who could not pay were covered by slightly higher charges on 

the remaining 957. and by small .Philanthro~ic contributions. Many neighbor

hood residents who could not pay used the city hospital, located, 4 miles 

away. 

In 1980, circumstances have changed. Most of the former re.sidents 

have departed; the hospital's traditional service area is about 807. black. 

Only 12 attending physicians admit patients to the hospital~ Their mean 

age is 62. To supplement their efforts, ~he hospital has es~ablished 

teaching programs in family _practice, internal medicine, and generi;l 

surgery~ House staff care for over half of the patients, whom they 

admit through the emergency room or out-pat.ient department. 
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The hospital's position is precarious -- medically, physically, and 

financially. Physicians are in short supply; no new attendings are applying 

to the hospital and house staff positions are beginning to go unfilled. 

The physical plant is generally obsolete and unattractive. In some 

respects, it is dangerous. JCAH accreditation will probably be withheld 

next year. 

Occupancy rates are low and falling. Residents of the surrounding 

community need care, but they are increasingly seeking it elsewhere. The 

reasons for this are not well understood. It seems partly due to restricted 

out-patient clinic hours (because of shortage of physicians and the hos

pital's inability to recover the costs of the CPD), partly due to the 

emergency room's poor reputation, and partly because the hospital must 

refuse to admit some of the patients it could care for (because they 

cannot pay their own way and the hospital cannot afford to offer them 

free care). 

Today, unable to secure enough paying patients to cover even the low 

costs of keeping this hospital open, the administration and board of 

trustees must decide whether to close the hospital, relocate it to the 

suburbs, or find some way to keep it open in place. 

Let us contrast Hospital A with Hospital B which, although not in 

superb physical condition, appears to be able to stay open for. some time 

to come. Hospital B has 550 beds. Located in a black neighborhood, it 

is near a highway and close to the downtown business district. There is 

considerable amount of parking and good bus service. It appears that the 

hospital is able to attract a wide range of patients. Its occupancy rate 

is high. The hospital has a major medical school affilition, with over 

140 house staff at the qospital. 
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Hospital B has a wide mix of patients across economic and racial groups. 

Thus, it is able to subsidize the care of some patients by recovering sur

plus money from the care of other patients. Parenthetically, it should be 

noted that in large teaching hospitals subsidization is believed to be 

both by income group and by diagnosis. The importance of the two kinds of 

subsidies will be explored at some length below. 

Hospital B offers basic or "secondary" hospital care to local resi

dents and it offers specialty care (or "tertiary" care) to both local 

residents and to suburbanites. 

Finally, and this is most important, Hospital B has strong economic 

and political access to public and private capital markets and to Certifi

cate of Need, which allows the hospital permission to put new capital in 

place. New construction or acquisition. of equipment is vitally important 

to urban hospitals which care for some proportion of patients who are un

able to pay for their hospital services. New construction, new capital 

equipment, mean depreciation. In most states, depreciation does not have 

to be funded. Thus, this money is available in budget to be applied to 

the care ,of patients who lack the economic resources to pay for their own 

in-hospital services. 

Still, Hospital B faces growing problems of bad debts from uninsured 

patients and from the uncovered cost of caring for patients insured by 

such third parties (as Medicaid, in particular), which pay below cost. 

Further, Hospital B has been hurt indirectly in ~ecent years by the 

closing of some small hospitals which were located nearby and were forced 

to shut their doors because they lacked the ability to attract enot!gh 

patients with adequate insurance. 

It is believed that the medical and financial weaknesses particularly 

afflicting hospitals and forcing some to close or relocate are simply made 
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manifest first in their effects on relatively small instit~tions. It is 

believed further that these problems are likeliest ~o affect hospitals in 

states which have a high proportion of patients covered l{y third parties 

which reimburse at cost or below: Medicare, Medicaid 'and Blue Cross. 

Such states, located especially in the northeast and midwest, are 

likely to contain hospitals which will be among the first to· experience 

the financial shocks leading to closings or relocations. Hospitals lo

cated in parts of the south and in the west are lik~ly to be relatively 

insulated from these pressures for s=e time. Thus, it may be that the 

political and economic interest of different groups of hos-pitals may come 

to diverge. 

In considering hospital closings and relocations in the perspective 

offered above, it appears that a minority neighborhood is likely to be 

associated with absence or departure of physicians in private practice. 

This is meant to indicate that racial change accelerates the departure of 

physicians in private practice (particularly in primary c•are) from urban 

neighborhoods. It should be noted that the departure of private physicians 

in primary practice in urban neighborhoods is a generic problem, one which 

is accelerated by demographic change. The difference in the supply of 

private practitioners in black central city neighborhoods vs. white cen-

tral city neighborhoods may be largely a matter of timing -- a difference 

of years or decades. In the ·city of Boston, for example, the availability 

of priva~e practitioners in primary care in white working-class neighbor

hoods appears to· be little different from that in bl:ack or Hispanic working

class neighborhoods. 

The-dynamics of physician departure are important to the process of 

hospital closings and relocations. It seems that physicians in primary 
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care private practice are usually fairly. sensitive to the. changes in re

sid~nce of their Pfltie111=s. As the residents of a neighborhood begin to 

suburbanize, physicians, seem .to establish part-.time offices in some geo

graphic center of the suburban neighborhood. As more of •their patients 

shift their residences to.the new location, ~he physicians come to devote 

higher proportions of their office hours to those new. sites, until £inall:y, 

they close their off.ices in the: o.ld neighborhood. 

The second way in which demographic change accelerates an existing 

trend or exacerbates an existing problemlias to do with the way in which 

demographic change leads to problems for hospitals. This sometimes happens 

thro11g_h either reduced in-patient census (and the need to .cover the· cost of ex

pensive out-patient and emergency room .care attendant on the departure of 

priva::e physicians). Or; in many cases, i.t happens through. reduced in-

surance cover!lge. Demographic change is )lsually associated with lower 

ability to cover th~ cost of in-patient care itself. The hospital may be 

faced then with either low in-patient census or an adequate census, but one 

which contains many patients who are unable to pay for the cost of their 

care. 

Thus, it is possible to view hospital closings and relocations as 

partial symptoms, first of deficiencies in physician availability and 

distribution (both geographically and by specialty) and second, of an 

underfunding of health services of the poor. 

Not only is hospital closing or relocation. a~. of these two 

deficiencies, but the consequences of recent closings and relocations are 

believed to be problems in their own right.•, 

To be able to do something effective about hospital .clqsings, it is 

important to understand the causes. To be willing to do something about 

hospital closings, when appropriate, it is important to understand the 
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consequences. 

Consequences of Closings and Relocations of Hospitals 

The first adverse consequence of hospital closings and relocations 

has to do with access to care. This is believed to be a particular dif

ficulty regarding access to primary care qr out-patient care. This pro

blem has several manifestations. First, the closing of a hospital may 

lead to the departure of the few remaining primary care physicians in 

private practice from the neighborhood around the hospital. These 

physicians may have held on as long as they could but, when faced with 

the departure of the hospital which has been the base of their practices, 

they themselves often choose to either retire or relocate their practices. 

Second, the hospital's closing or relocation may mean the loss from a 

given neighborhood of out-patient clinics and emergency rooms as sites 

of out-patient care. While these out-patient departm~nts and emergency 

rooms might have suffered from deficiencies in the quality 

of the care they offered, they nonetheless were available to the resi

dents of the nearby neighborhood, as a proximate source of out-patient care. 

We know that increased travel time is associated with marked reductions in 

the use of out-patient services. •This is a particular problem in preven

tive or non-emergency care. Thus, we may see a patient ignoring a symptom 

until it becomes serious enough to rate a visit to the emergency room. 

Often, problems that might have been addressed successfully have become 

too serious to handle easily -- or at all. 

The second consequence of hospital closing and relocation has to do 

with changes in the cost constellations in urban health care delivery. 

This affects both out-patient care and in-patient care. The 

closing of an out-patient department or an emergency room,attendant on 
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the closing or relocation of the hospital it was located in, may depriye 

the residents of that neighborhood of relatively inexpensive organized 

out-patient facilities. Lost also are the private physician offices, 

where care was even less expensive. Patients formerly served by those 

out-patient departments and private practitioners instead go to organized 

out-patient clinics of other hospitals, where they tend to face higher 

costs of care. So, too, do the third parties which typically reimburse 

the cost of that care. 

A similar phenomenon may be found on the in-patient side• 

While the quality of in-patient care offered by the smaller community 

hos pitals - which tend to close ~r relocate disproportionately 

may indeed be uncerta:n in many cases, there does' exist considerable 

evidence that it is possible to organize and run economically a small, 

high-quality hospital. The departure, relocation,or closing of smaller 

and mid-sized volunta~ijnon-profit hospitals is removing these hospitals 

from central cities as a source of relatively inexpensive hospital care. 

Thus, the departure.of these hospitals obliges patients and physicians to 

seek and deliver in-patient care at facilities which tend to be more ex

pensive~- where even basic in-patient care tends to be more expensive• . 
One important reason why even such basic care as surgery for an 

appendectomy tends to be more expensive at a larger teaching hospital in 

central city than in a smaller community hospital has to do with the cross

subsidization by diagnosis which is ~ommon in larger teaching hospitals. 

(This occurs in other hospitals as well, but it is probably a more impor

tant phenomenon in larger teaching hospitals.) 

The cross-subsidization occurs by charging all patients the same 

per diem fee. This fee, which covers room and bo~rd and basic nursing 

https://departure.of


398 

15. 

services, is charged equally even though patients with di~ferent diagnoses 

tend to consume the resources involved at markedly d~ffer~nt rates. In 

this way, it seems that many hospitals under-price many forms of expensive 

specialized tertiary care. Thus, patients, physicians, health planners, 

administrators of third party insurers, public administrators, and legis

lators often do not perceive the true costs of much expensive tertiary 

care. 

Given the difficulties of evaluating the effectiveness of much health 

care, to understate the cost of much tertiary care 

may lead to an inappropriately high rate of use of such services. 

It appears that the closing of relatively small hospitals in central cities 

leads to a higher patient supply for larger tertiary hospitals. These 

hospitals supply secondary services as needed to the patients who flock to 

them by virtue of the closing of smaller facilities. However, the secon

dary services are reimbursed above cost of the care,iti) ; 
~ 

and the surplus available thereby subsidizes the cost of the 

tertiary services which may be of particular professional interest to the 

physicians, and indeed perhaps to the administrators and trustees of the 

larger teaching hospitals. Certainly it is these services that lie at 

the frontiers of medicine and may legitimately be argued as the proper 

concern of tertiary hospitals. 

The third kind of consequence of hospital closings and relocations 

has to do with the jobs lost. Simply, a hospital closing costs jobs. A 

hospital relocating moves jobs. Many workers, particularly those with 

low pay and low skills,find it difficult to commute the distance to the 

new site of their jobs. This is an important phenomenon when hospitals 

closing or relocating are very significant employers both city-wide and 

in particular districts. In such districts, hospitals may constitute 
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the economic foundation of a neighborhood, providing jobs and generat.ing 

in~omes which support hosts of small businesses and indeed local housing 

markets and more largely the lives of thousands of people. 

The question that must be addressed of course is:* how significant 

are these consequences for access, for cost of care, and for employment? 

Certainly, arguments to the contrary can be advanced. It can be argued 

that the hospitals closing did not provide high quality care and should 

have been closed. It could also be argued that by closing these hospitals, 

members of minority groups who would have been cared for disproportionately 

at these hospitals -- such a hospital might be 80-90% black --

would instead seek care at a larger race-- and class-integrated facility. 

It can be argued as~well that all patients should be treated at the best 

hospitals. Each of these points should be addressed individually. 

First, I believe that the loss of access is a serious problem and 

I believe it is unfair'for low-income groups and members of racial and 

ethnic minorities be deprived of hospitals near where they live, es

pecially as a basis for out-patient care. 

Second, I believe that excellent in-patient care can be provided 

at relatively small facilities. The purchase by the Harvard Community 

Health Plan (a Boston pre-paid group practice) of a 96-bed hospital 

testifies to that Plan's belief that it can provide excellent secondary 

care at a very small institution. 

Further, I think that the integration of patients in a hospital does 

not in itself guarantee equal provision of services. Some evidence has 

~een compiled, such as that by Duff and Hollingshead,having to do with 

the discrimination by diagnosis--and perhaps by racial and economic status 

as well--of patients at a large teaching hospital. Basic secondary care 
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is not the focus of a large teaching hospital and i~ may well be that 

patients with routine problems do not receive the full benefit of being 

in a large hospital. It may well be that such patients should be cared for 

at relatively small hospitals which focus on good medical care and good 

surgical care -- combined with good nutrition, good nursing, easy access 

for visitors, and the things which we used to call tender, loving care. 

It may well be that patients with ordinary secondary care problems are 

more in need of these services than they are in need of the very expen

sive and elaborate and complex resources of a large teaching hospital. 

Such patients may well be better off medically at a decent secondary hos

pital. We should look carefully at any organizational or technological 

quick fix of the traditional under-serving and under-provision of com-

passionate and well-organized and decent services to pQor people. 

Simply moving people from one hospital located near their homes to another 
~ 

located downtown may indeed do little to improve the actual services they 

receive. 
a 

The closing of relatively small hospitals with relatively low costs 

tends to mean that patients who have been cared for there are instead 

served at larger and more expensive facilities. This particularly has 

affected Medicare and Medicaid -- a disproportionate number whose bene

ficiaries reside in central cities. Thus, it may be that a marked share 

of the unexpectedly high cost of Medicare and Medicaid is attributable to 

changes in the hospitals serving members of racial and ethnic minorities, 

and old people,who reside in central cities. This cost has certainly re

duced our willingness to remove financial barriers to equal access to health 

care. (The work of Davidson and Wacker in Chicago suggests this although 

closings and relocations were not involved.) 
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Not all small community hospitals actually serve members of racial and 
) 

ethnic minorities. These relat;vely small hospitals tend to be of two 

types. The fir~t was usually founded under philanthropic auspices and was 
,, 

traditionally devoted to providing care to many people who could not pay. 

Such hospitals tend to try to accept members of racial and ethnic minori-

ties who move into the neighborhood around the hospital, though such hos

pitals may run into financial difficulties. on that account. Other relatively 

small hospitals located in neighborhoods which change racially or ethnically 

may simply try to keep out the members of the new racial or ethnic group. 

) As a result, institutions often come to face declining occupancy rate as 

they lose their physicians and as former patients are relugtant to be served 

at the hospital. As a result, such hospitals often close or relocate rather 

than even try to adapt to meeting the needs of the new residents.) 

The question of cost of hospital care needs to be considered within 
E 

another context as well. This has to do with the possible over-supply of 

urban hospital beds in this country and the appropriate vehicles for re

ducing bed-to-population ratios. McClure has argued that significant 

savings on hospital costs can best be won by closing entire institutions. 

This may suggest that it makes sense on financial grounds to close rela

tively small, ill-equipped, and decrepit facilities that tend to be located 

in black, other minority or racially changing neighborhoods. Such hospitals 
' 

are relatively small and relatively easy to close, lacking physical and 

medical viability and political support. Thus, McClure's argument on 

financial grounds certainly runs with othe~· threats to these small and 

old facilities. However, McClure's assertion deserves examination in 

the context of the work of Martin Feldstin, Ralph Berry, 
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and Lave and Lave regarding the long-run average .cost curve of hospitals. 

These.authorities generally point to a relatively,shallow T(that is, flat) 

long~run average cost curve for hospitals offering a given scope of services. 

The example cited earlier of the purchase of a 96-bed hospital by the Har

vard ColDlllunity Health Plan tes.tifies to the Plan's belief that it can 

offer decent, low-cost secondary care at quite a small facility. It also 

testifies to the Plan's unwillingness to al.low its members, when hospital

ized, to subsidize care for other patients. Thus, 'in other words, .the 

Harvard ColDlllunity Health Plan is pulling its patients out of the secondary

to-tertiary subsidization market: The Plan's patients now being served 

at the 96-bed facility had formerly been cared for at one of several large 

and expensive teaching hospitals in the city of Boston. 

A final point needs to be made concerning the relation of closed 

hospitals to over-supply of hospital beds. An examination was made ·of 

the correlation between the proport-.ion of hospitals closing from 1937 to 

1977, in. 18 cities studied, and the 1937 bed-to-population ratios. It was 

expected that the cities with relatively high 1937 bed-to~population ratios 

would be the very cities which would exhibit the closing or relocation of 

a relatively high proportion of hospitals. However, the reverse was found. 

It was learned that the cities with high bed-to-population ratios exper-

ienced a low proportion of hospital closings or relocations. This 

suggests that the very forces that engender relatively high bed-to-popu-

lation ratios, including medical, political and economic factors, 

are the forces that seem to engender perpetuation of that very 

pattern. 
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Alternatives to Closings and Relocations 

What can be done to keep a hospital open if it is decided that this 

is appropriate? This subject needs to be addressed both at the level of 

the ind~vidual institution and also at the level of national policies re

garding hospital finance and physician distribution. 

We have a measure of· evidence about the range ·of strategies; and 

about their short~ and mid-run ·success in keeping hospitals open in ra

cially changing or racialiy changed neighborhoods. One option is that 

of pairing existing hospitals: something like the idea advanced in the 

50 1s and 60's of pairing public schools to maintain a racial or ethnic 

mixture at both institutions. We see pairing at hospitals in- the Phila

delphia area as that betw~en Misericordia £ospital in West Philadelphia 

and its suburban counterpart. Both of these hospitals are owned by the 

same Catholic order and they share a common management, budget, and house 

staff. Some special services are located only at one site. 

This arrangement seems to have worked for several years with excellent 

success. Medical and organizational innovations and vigorous management 

have helped the central ~ity facility remain afloat. Further, the suburban 

division, in effect, helps support the central city facility financially. 

Other strategies are aimed specifically at attracting physicians. 

The physicians are vital if there do exist patients who could be cared 

for at the hospital,and whose care could be paid for. One route a 

hospital can take is to secure or expand an affiliation with a medical 

school, or indeed to set up its own hospital-based teaching program. 

Medical school affiliations may be costly financially and non-medical 

school affiliated teaching programs may experience some range of diffi

culty in attracting house staff. 
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Another hospital-based strategy is to set up or sponsor a hospital

based group of physicians. These might be salari~d by the hospital and 

the fees they might earn are turned over to the hospital. An extension 

of this is to hire a group of physicians on contract and, in effect, 

franchise the out-patient department, or the emergency room (or both), 

plus associated in-patient care to those physicians. 

Yet, another alternative is to set up a hospital-based pre-paid 

group practice. This may attract physicians interested in working for 

salary. Such an arrangement is sometimes linked to a set of suburban 

out-patient facilities or group practice clinics where suburban patients 

are seen and then referred when appropriate to the central city facility. 

This arrangement may succeed in securing for a central city hospital 

some number of suburban patients. It should be noted, however, that 

generally only larger hospitals that offer one or more specialized ser

vices will be able to lure suburban patients from a distance to obtain 

care at a central city facility. 

A somewhat different approach has been taken by St. Francis X. 

Cabrini Hospital, in Chicago. Under the hospital's "City Doctor Program," 

eight physicians in private practice have been recruited. The hospital 

obtains office space (usually near the hospital, but in one case seven 

miles away), and guarantees their salaries for five years. In exchange, 

physicians agree to hospitalize their in-patients needing basic secon

dary care at Cabrini. 

Initially, advertisements and a brief story in Time Magazine 

yielded 100 applications. The eight primary care physicians selected 

for the program are graduates of U.S. medical schools who held residen

cies at Columbus Hospital, a sister-facility of Cabrini. 
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The program appears to hnve been ~ost successful: physicians are 

r.•1yiqg their offices and rema:~k; .. , yond the contra~t period. They con

tinue, to hosi>italize at Cabrini,_ though no longer obliged to do so. In 

total, the program provides fully a third of all in-patients. I believe 

tha; tqfs innovation has worked well. It testifies to the importance of 

keeping smaller community hospitals open throughout cities, as bases for 

or~a~izing ambulatory care. 

Other marketing strategies designed to attract patients may focus 

on either a cosmetic or a more extensive reconstruction of a facility, 

often making available parking nearby. A large extension of such a stra

tegy was adopted by a few hospitals during the 1950 1s and 60's. These 

hospitals used urban renewal programs to secure land adjacent to the 

hospital, demolish "unattractive" or perceived-to-be-dangerous neighbor

hoods around the hospital, and erect either additional hospital facilities 

(including parking) or moderate-income housing designed to make the hos

pital appear a safe island in a minority neighborhood -- such that subur

ban patients would be willing to come to the facility. 

These tactics are no longer tenable, both because it is not con

sidered legitimate to grant the hospitals what amounts to the power of 

eminent domain and also because the residents of neighborhoods who once 

allowed demolition have been actively mobilized and appear to remain so 

(to the extent that any land acquisition for ally purpose by almost any 

level of government, particularly in central cities, which tend to evic~ 

poor people or members of racial minorities, are looked on -- often 

justifiably with strong suspicion). 

The~e short-run strategies may work for some hospitals in some loca

tions. Factors unique to an institution's particular location, 
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physician-staff attitudes, administrative strengths, outlook of trustees, 

and the city-wide need for particular hospitals can be potent factors. 

In general, however, it can be said that strategies focusing on 

individual hospital survival may work occasionally. but in the long-run 

usually will not work to help a small or mid-sized hospital survive in 

a minority neighborhood or in racially changing neighborhoods of central 

cities. 

To save these hospitals in these neighborhoods, when appropriate, 

and to do something about the larger problem of inadequate medical care 

in central cities,it is probably necessary to address larger issues of 

physician availability and payment for health services in this country. 

I believe that unless we confront these two issues systematically, 

the phenomenon documented earlier in this paper pertaining to the clo

sure and the relocation of relatively small non-teaching hospitals lo

cated in minority neighborhoods will spread and we will see the closing 

or relocation (especially the clos·ing) of ever-larger voluntary hospitals, 

including teaching facilities, and the closing as well of an increasing 

number of public hospitals. Given the unplanned, unsystematic pattern 

of past closings and relocations, we have reasons to fear for the con

sequences for access to care and cost of care which the continuation of 

past patterns of closings and relocations will cause. 

Arguments have been advanced in recent years that we have too many 

physicians, too many hospitals, and that -- in genecal the association 

between health services -- the 200-odd billion dollars we spend on health 

care -- and medical status or health outcomes is uncertain. Therefore, 

the argument continues, we really have too much and can do without much 

of what we've got, and in the process we can save a good deal of money, 

) 
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particularly tax money. Such arguments may be legitimate in many cases. 

The problem often is that we do not know which services are effective and 

which are pot. Lacking evidenge on effectiveness, we should certainly 

insist on equality of acTess as a primary criterion on which services are 

either added or eliminated. In particular, the attempts by public officials 

or ho~pital ad~inistrators to cut s~rvices or to reduce access for some 

population groups, on the grounds that the services are not of demonstrable 

effectiveness, must be strongly challenged unless those same administra-

tors or officials acknowledge that for themselves, for their families, 

colleagues and neighbors, such services should also be cut or reduced in 

accessibility. 

To provide inexpensive ambulatory care in.central city neighbor

hoods and to, cover also the secondary-hospita~ care needs of the residents 

of those same neighborhoods, it is necessary to first seriously address 

the problem of physician distribution, both geographically and by specialty. 

The most reasonable approach is' that advocated perhaps first by Rashi Fein: 

the notion of franchising physicians. This should be done both by spe

cialty and location, meaning that there would be only so many slots 

available in an area to set up an office or acquire a hospital-based 

practice to deliver care in a particular medical s.pecialty. 

One practical vehicle for administering such a franchise scheme 

might be to enlist the cooperation of physicians before they became 

phy~icians. This might pe done through a simple contractual agreement 

or guid pro guo that would be signed between each individual medical 

student, perhaps in the first year of medic~l school, and the party 

paying for that student's medical education. That party should clearly 

be acknowledged to the public, and a division of the Bureau of Health 
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Manpower might be authorized to conduct this program. All medical educa

tion for up to eight years, that is the four years of medical schoo~ and 

up to four years of resi~ency, wo~ld be payed for by direct appropriation 

from the Treasury. A loan would be made from the U.S. Government to an 

individual medical student, who would then pay tuition covering-full cost 

of medical education. No cost of medical education would be covered 

through research grants to medical school faculty, patient ~-

care, or other charges. The cost of medical education, particularly of 

residents, would need to be broken away from their patient care responsi

bilities. The cost of education would include the costs of tests and 

other procedures done principally as part of medical education. The 

segregation of cost is more .difficult to undertake successfully in some 

areas than in others. However, some approximation of true cost of educa

tion should be possible. 

By calculating the cost of medical education in this manner it might 

well be found that currently or perhaps quite soon the bill would 

run between one-quarter and one-half million 

dollars per student. The loan agreement which pays these costs should 

contain the provision that the loan would be fotgiven upon completion of 

some years of primary care practice - perhaps 10 ·or 20 - in a particular 

district of a city or a particular rural area. The contractual agreement 

might state even more strongly that physicians would be educated only if 

they first guarantee0 their willingness to practice in a specialty and in 

the area where their services were needed. This need could be determined 

regionally by an impartial consumer-provider planning organization. 

Having insured the availability of physicians appropriately dis

tributed by practice, specialty and by location, it then remains to 
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assure that the means exist to pay for all e·ffective care on behalf of 

every patient in the United States. This can be accomplished either 

through a .universal national health insurance scheme or through apportion

ing bad debts (accrued through care of patients lacking adequate insurance) 

to all third parties. 

Other techniques involve providing institutions with defined catch

ment areas and annual budgets with which to provide needed services for 

all the residents of the catchment area. An alternative is enrollment 

of more patients in pre-paid group practices. 

What are we likely to see in the absence of these attacks on the 

problems of physician availability and inadequate insurance? In the 

short run, we are likely to see a series of increased pressures to sub

sidize hospitals, particularly public hospitals and large voluntaries 

that are about to close their doors. The loss of such hospitals, their 

out-patient care, their emergency care, their employees is likely to be 

so visible and so dramatically and politically unpalatable that some form 

of bail-out may be expected. Such ad hoc arrangements may be necessary, 

but they should not be expected to most strongly advance the public interest. 

A reasonable alternative is to begin considering what physician and 

hospital care is needed, where it should be located and the most desirable 

means to move our present system in that direction. 

Thank you, Mr. Chairman, for the opportunity to appear before you today. 
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A Model of the Forces Affecting Hospital 
Closing and Relocation 

The probability of an individual hospital closing or relocating is 

being analyzed in relation to a set of independent variables. These in

clude hospital size (measured by the number of beds), scope of services, 

occupancy rate, and house staff. Several land-use variables are con

sidered as well. These have to do with the kind of neighborhood the 
) 

hospital is located in -- whether it is ~esidential, cotmnerical, mixed 

business or industrial. (Land-use is important because certain kinds 

of neighborhoods, certain districts are probably easier for people 

to mix in: They are considered neutral territory.) The model also in

cludes a set of variables related to the city-wide hospital system and 

other nearby hospitals in particular. One independent variable is city

wide bed-to-population ratio. Also, distance to nearest hospital and 

occupancy rate of that hospital is considered. Demographic and economic 

characteristics of the residents in the area around the hospital are in

cluded. The minority proportion of the population, the rate of change 

in the minority proportion of the population, and the duration of minor-

ity presence in the population around the hospital are all examined in 

relation to hospital closings and relocations. Also, to control ethnic 

status for income, an additional independent variable of area income as 

a proportion of city-wide and SMSA-wide income is entered into the re

gression equation. On the financial side, the state-wide proportion of 

the private health insurance market held by Blue Cross is entered into 

the equation along with the proportion of low-income population covered 

by Medicaid state-wide, and the proportion of Medicaid-to-Medicare reim

bursement rates. The last is of interest because Medicare reimbursement 

rates are calculated nationally according to a standard formula, but states 

have some measure of autonomy in setting their own Medicaid reimbursement. 
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The ratio of Medicaid to Medicare rates for a particular state would indicate 

the state's own likelihood of underpaying hospital care for its Medicaid re

cipients. An intervening variable is that of the hospital's finances. This 

data will be obtained for recent years from IRS form 990, which reports both 

expenditures and income of hospitals. It should be noted that the model will 

be run for four separate decades, roughly 1940-50, 50-60, 60-70 and 70-80. 

Thus, it will be possible to examine the relative changes and importance of 

different variables from decade to decade. (It is believed that the importance 

of state-wide regulatory factors such as Certificate of Need regulation will 

probably vary directly with the state's tightness in Medicaid reimbursement 

policy. This variable is being explored currently. Its importance was 

shown above when considering the problem of access to capital and the role 

of depreciation of paying for urban hospital services.) 

This model is intended to identify the forces associated with hospital 

closings and relocations, md to help build a clear understanding of the 

strengths of these forces. Also, it should be useful in predicting the 

likelihood of future closings and relocations -- in sufficient time for 

long-range planning to stop them (when appropriate), and to help hospitals 

stay open when they are needed. 
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Urban Voluntary Hosoital Response to Racial Change 

The attached tables report early results of a study of the relation of 
racial change to voluntary hospital closing and relocation. Also included 
are several statistical tests of this relat~on. 

As noted in Tables land 2, the proportion of hospitals closing or relocating 
from 1937 to 1977 increases directly with the 1970 black share of the popula
tion of the neighborhood around the hospital. 

Table 3 indicates that a higher city-wide proportion black is associated with 
a higher percentage of hospitals closed or relocated. 

Table 4, surprisingly, reports an inverse relation between a city's 1937 
bed-to-population and the percentage of hosptals closed or reiocated from 
1937 to 1977. 

Table 5 shows that the smallest hospitals are likeliest to close, that some
what larger hospitals are more prone to relocate, and that the largest hos
pitals tend to remain in place. With one exception, this pattern holds across 
neighborhoods of varying black proportions. 

Over the coming months, multi-variate analyses will be made of the associations 
of a variety of factors with the likelihood of hospital closing or relocation. 
The resulting paper will describe: l) the variables which see,,. to explain 
hospitals' departures and 2) the apparent consequences of hospital closing or 
relocation for the accessibility and cost of primary care and secondary hospital 
care in central cities. 
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!!lli..! 
Chi-square test of the relation between neighborhood demography 

and .hospital locational decisions: 118 largo 11ortheast nnd midwcst U,S, cities 

hospital atatus 2 1970 racial composition of ol"il!inal ncinhborhood3 

1937-1977 0-257. 26-507. 51-757. 76-1007. total 
black blaclt black black 

closed 12 9 16 20 57 

relocated 7 7 14 10 38 

!.:i-.... 
I ongoing 115 44 38 34 231 

total 134 60 68 64 326 

?( z.. 33,60 

dfao 6 

test: one•tail 

The probability that this would occur by chance is less than five in ten thousand, 

Null hypotheses: closing/relocation unrelated to racial change: reject, 
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Notes and Sources 

1cities are Baltimore. Boston~ Buffalo. Chicago. Cincinnati. Cleveland, 
Columbus (Ohio). Detroit, Indianapolis, 1:'..ansas City, Milwaukee. Ne~r Yo~k 
tBron.x and Brooklyn)• Newark, Philadelphia. Pittsburgh, St. Louis, and 
W~shington. 

2changes in hospital status were derived _principally from the published 
annual Guide issues of the American Hos?ital Association, 1950. 1960, 
1970, 1976. Data for 1937 were obtained from the second edition of 
.American and Canadian Hospitals, Chicago: Physicians' Record Company. 
1~37. Hospitals 30 beds or smaller were excluded. Voluntary non-profit 
"acute general and other special hospitals" greater than 30 beds, built 
before 1950. constitute the study sample. • 

311Neighborhood" is the census tract containing the hospital. plus all 
contiguous tracts. Neighborhood boundaries and black percentage were 
assigned before hospital status was known. Source: large-scale census 
tracts maps for each city, and the U.S. Bureau of the Census. Population 
Census, for each city. 194.0-50-60-70. 

(, 
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Table 2 

Percentages of hospitals closed or relocated 
by racial characteristics of neighborhood 

~970 racial comeosition of orisinal neighborhood 

hospital status 0-25% 26-50% 51-75% 76-100% total 
1937-1977 black black black black 

•. 

r 

closed 9.0% 15,0% 23,5% 31.3% 17.5% 

relocated 5.2 ll,6 20,6 15,6 ll,7 

J, .... 
I ongoing 85,8 73~3 55,9 53,l 70,9 

to·tllll 100,0% 99.9% 100,0% 100,0% 100,1% 

Notes and Sources: 
See Table l 

........_ ... ..L .... .... .... .a. ... .... ... ... _._ ..&. .... .IL .L .._ Jr,. ..I. 1 ..t. JI. ..I ..a • ... • ~ ' ' .. 
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Table 3 

Pearson _product moment correlation: 

Ratio of percentage of voluntary hospitals 
closed or relocated in each of 17 cities, 1937-1977, 

_!:£city-wide% black in those cities, 1970 

r .485 

df 15 

t 2.15 

test: one-tail 

Theory predicts a positive relation between the two variables (7. of 
hospitals closed or relocated and 7. of black). 

This t-score could be expected by chance fewer than 25 times in one 
thousand (.025). ~ 

Theory: confirmed; higher city-wide% black is associated with higher 
percentage of hospital closings or,relocations. 

t. 

Table 4 

Pearson product-moment correlation: 
Ratio of total short-tea:, 1937 beds (public, voluntary, proprietary) 

per 1000 population_!:£ percentage of voluntar)· hospitals 
closed or relocated. 1937-~977 

r -.247 

df 15 

t -0.986 

test: one-tail 

Theory predicts a positive relation between the two variables. 

Theory: relected. 

Note: Indianapolis was excluded as having only two hospitals eligible 
for this analysis. This correlation is therefore based on ratios for 
17 cities. 
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Table 5 

Mean bed size of voluntary hospitals in 18 cities 
by status change and percent black of surrounding neighborhoods, 

Mean beds, by neighborhood l!l70
2hospital status 

1937-1977 0•25% 26-50% 51-75% 

closed lll 125 ll2 

relocated 179 139 164 

I 
co .... 
I 

ongoing l!l4 233 240 

total 186 204 195 

Notes and Sources: Same as Table l 

Alan Sager 
071-40-3425 

11937•77 

3
% black 

76•100% 
G 

total 

93 

221 

108 

178 

.., 

207 211 

175 18!) 
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BALTIMORE 

Hospitals Closed 

l. Baltimore EET, Charity 

Hospitals Relocated 

l. Franklin Square 

2. St. Josephs' 

3. Sinai Hosp. of Baltimore 

4. H. for Women of Maryland 

5. Presby. EET, Charity 

1960-1970 

1960-1970 

1960-1970 

1960-1970 

1960-1970 

1960-1970 

(most recent 
recorded before 

Beds closing) 

68 

175 

240 

308 

162 

40 
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..!!!filQL 
(most recent 
recorded before 

Hospitals Closed Date Beds closing) 

1. Mass. Women's 1950-1960 63 

2. New Eng. H. for Women & Child. 1960-1970 ,122 

Hospitals Relocated 

1. Carney 1937-1950 147 
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CHICAGO 

Hospitals Closed 

l. Chicago Memorial 

2. Evangelical Deaconess 

3. Evangelical H. of Chicago 

4. Lewis Mem. Maternil:y 

5. Misericordia Home & H. 

6. Post Grad. Hosp. & Med. Sch. (see Wesley
Memorial) 

7. St. Vincent• s Infant & Mat. 

8. University 

9. Washington Boulevard 

10. West ,Side H. of Chicago 

Hospitals Relocated 

l. Alexian Brothers 

2. Auburn Park (St. George's) 

3. Lutheran Deaconess Home 

4. St. Luke's 

5. Wesley Memorial (see Post Grad.) 

1950-1960 

1937-1950 

1970 

1960-1970 

1950-1960 

1937-1950 

1950-1960 

1950-1960 

1937-1950 

1937·1950 

1960-1970 

1960-1970 

1960-1970 

1950-1960 

1937-1950 

(most recent 
recorded before 

Beds closing) 

92 

65 

136 

131 

84 

85 

235 

133 

100 

150 

258 

122 

186 

579 

247 
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CINCINNATI 

Hospitals Closed Beds 

(most recent 
recorded before 
closing 

1. St. Mary 1960-1970 170 

Hospitals Relocated 

.. 
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CLEVELAND 

Hospitals Closed Beds 

(most recent 
recorded before 
c lasing 

l. Provident 1937-1950 25 

2. St. Anne's Mat. 1970 85 

Hospitals Relocated 
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COLUMBUS 

Hospitals Closed Date Beds 

(most recent 
recorded before 
c lasing 

1. White Cross 1960-1970 339 

Hospitals Relocated 

1 .. St. Francis 1950-1960 162 
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DETROIT 
(most recent 
recorded before 

Hospitals Closed Date Beds closing} 

1. Florence Crittenden H. 197 171 

2. East Side General 1960-1970 86 

3. Edythe K. Thomas Mem. 1950-1960 155 

4. Parkside 1960-1970 52 

5. Pinaree General 1937-1950 25 

6. Wayne Diagnostic 1950-1960 67 

7. Lincoln H. 1970 74 

Hoseitals Relocated 

l. Burton Mercy 1970 91 

2. Delray Gen. 1970 64 

3. Detroit Memorial 1960-1970 336 

4. Martin Place 1970 174 

5. Providence 1960-1970 396 

6. St. Mary's 1937-1950 320 

7. Trinity 1960-1970 140 

8. Mercy 1~70 50 
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INDIANAPOLIS 
(most recent 
recorded before 

Hos pical Closed Beds closing) 

Hospital Relocated 

1. St. Vincent's H. 1970 315 
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KANSAS CITY 

Hospital Closed 

l. St. Vincent's Maternity 

2. Wesley 

3. Wheatley-Provident 

Hospital Relocated 

1. Research H. 

1960-1970 

1937-1950 

1970 

Beds 

96 

95 

61 

{most recent 
recorded before 
closing) 

1960-1970 254 



427 

MILWAUKEE 

Hospitals Closed 

l. Marquette Univ. EENT 

2. Memorial 

Date 

1937-1950 

1960-1970 

Beds 

45 

46 

(most recent 
recorded before 
closing 

Hospitals Relocated 

l. Misericordia H. 1960-1970 177 
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(most recent 
recorded befc 

Hos pitals Closed Date Beds closing 

Hoseitals Relocated 

l. Babies 

2. H. of St. Barnabus 

3. Newark E.&.E. 

4 • Newark Mem. 

.. 

1970 80 

1960-1970 234 

1970 62 

1950-1960 121 
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PHILADELPHIA 

Hospitals Cloffi 

1. Community 

2. Mercy 

3. Stetson 

,. Woman's 

5. Doctor's H. 

Hospitals Relocated 

1. American Oncologic 

2. Skin & Cancer 

Date 

1960-1970 

1970 

1970 

1960-1970 

1970 

1970 

1960-1970 

Beds 

51 

193 

68 

165 

136 

60 

30 

(most recent 
recorded before 
closing 

.. 
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PITTSBURGH 

Hospitals Closed 

(most recent 
recorded before 

Beds. closing 

1. Belvedere 1970 30 

Hospitals Relocated 

1. Passovant 1970 142 

.. 
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ST. LOUIS 

. Hospitals Clos.ea 

1. Park Lane Mem. 

2. People's 

3. st. Mary's Infirm. 

4. Barnard Free S & C 

Hos pitals Relocated 

1. Missouri Baptist H. 

2. St. Anthony',; H. 

3. St. John's H. 

~ 

1970 

1960-1970 

1960-1970 

1950-1960 

1970 

1970 

1970 

Beds 

75 

80 

128 

57 

336 

252 

612 

(most recent 
recorded before 
closing 
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'WASHINGTON 

Hospitals Closed 

1. Central Disp. & Emergency H. 

2. Episcopal E.E.& T. H. 

3. Garfield Mem. H. 

4. National Homeopathic H. 

Hospitals Relocated 

l. Providence H. 

2. Sibley Mem. H. 

Date 

1950-1960 

1950-1960 

1950-1960 

1950-1960 

1950-1960 

1960-1970 

Beds 

310 

100 

277 

62 

297 

248 

(most recent 
recorded before 
closing: 
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Exhibit 2 

11..s 
DEPARTMENT OF HEALTH, EB ,'Plet11 FIii 1116LFARE 

OFFICE OF THE SECRETARY 
WASHINGTON. D.C. ZDZ01 

'Rle Honorable Artliur s. Flemning 
Chairman 
U.S. COIIIIlission on Civil Rights 
1121 Vermont Avenue, N.W. 
Washington, D. c. 20425 

Dear Mr. Chairman: 

During the Corrrnission's Health Care Consultation on April 15, the question 
was raised as to recent action of the Department in terminating Federal 
funding from health institutions because of Title VI violations. My staff 
has compiled the following information on HE"wadministrative enforcement 
action relative to health programs. 

A. During the decade of the sixties, when many institutions were still 
openly segregated, a runnber of cases resulted in termination of 
Federal funding. According to the HEW Interagency Report, they 
included the following:· 

State Institution Date of '.l.ermination 
of Funds 

Alabama Dept. of Mental Health October 20, 1967 

Dept. of Pensions & Security January 26, 1968 

Choctaw Co. Gen. Hosp., Butler August 18, 1967 

Fifth Avenue Gen. Hosp. June 16, 1967 

Georgia Stewart-Webster Hosp. , Richland August 18, 1967 

Louisiana St. Francis Hosp., Monroe June 16, 1967 

Mississippi - Covington Co. Hosp., Collins August 18, 1967 

East Bolivar Co. Hosp., Cleveland June 16, 19671. 

Kuhn Mem. Hosp., Vicksburg May 8, 1969 

Matty Hersee Hosp., Meridian May 8, 1969 

Natchez Charity Hosp., Natchez May 8, 1969 
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• 
state Institution Date of Termination 

..,j • of Funds 

South Carolina Clarendon ·Mem. Hosp., Manning February 9, 1968 

Hampton General Hosp., Varnville September 12, 1968 

Orangeburg Regional Hosp., Orangeburg February 9, 1968 

Tuomey Hosp., Sumter February 9, 1968 

Texas Crockett Clinic· and ~ledical Surgical 
Hosp. , Crockett June 16, 1967 

By 1973, all of thE! above agencies ha.d cqme into compliance with Title VI 
of the Civil Rights Act. Federal assistance was then duly restored. 

B. In the decade of the seventies, considerably less use was made by HEW 
of the sanction of terminating Federal funds, either in health programs 
or in human services or education. Only one health case was resolved by 
actual termination of funds: the Odd Fellows Home of Saratoga, California, 
from which Federal funding was cut off in September 1973. Funding was 
restored after facility negotiated a change in polir:~, ann. caT!le 
into compliance with Title VI. 
Administrative enforcement activity has been instituted during the 
past decade against several other health agencies, when negotiations 
did not produce compliance. Most of these institutions were brought 
into compliance before the final step of terminating Federal funds, while 
others are still under administrative action. 

Administrative action in the past decade has been taken against the 
following institutions: 

o California - O:ld Fellows Home, Saratoga - Funds terminated. 

o Connecticut - Park City Hospital, Bridgeport - Under administrative 
action from May 1977 to July 1978. 

o Indiana - Indiana.Masonic Home, Franklin - given notice and br:ought 
into compliance during March 1974. 

o Iouisiana - Three hospitals reviewed as part of the city-wide 
investigation are still under administrative action: Hotel 
Dieu, Mercy, and Southern Baptist Hospitals. They have filed 
exceptions to the Administrative Law Judge's ruling of 
noncompliance this year. 

o Mississippi - In the following cases, the institutions were 
given notice in 1968 but the deferral was lifted, and they 
remain unresolved: Mississippi State Board of Mental 
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Instftutions, Jackson: East Mississippi State Hospital, 
Meridian: Ellisville State School and Hospital, Ellisville: 
and Mississippi State Hospital, Whitfield. 

I hope this information will be useful to you in assessing the status of 
healtn care and civil ·rights. 

Very truly yours, 

~~-..-/4-";,r,-....-1 
Roma J. Stewart 
Director 
Office for Civil Rights 
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Exhibit 3 

DEPARTMENT OF HEALTH AND HUMAN SERVICES 
OFFICE OF THE SECRETARY 

WASHINGTON, D.C. 20201 

JUL 1 71980 
Ms. Caroline Davis Gleiter 
Assistant Staff Director for 

Program and Policy Review 
United States Commission on Civil Rights 
Washington, D.C. 20425 

Dear Ms. Gleiter: 

I appreciated the opportunity to participate as a presenter 
during the Commission's Consultation on Civil Rights Issues 
in Health care Delivery. 

I have reviewed the enclosed transcript and marked it for 
accuracy. 

Allow me to supplement the transcript with the following
information: 

1. At page 102, Chairman Flemming asks how recently 
the Department has used its enforcement authority. 
On May 22, 1980, I wrote to the Chairman on that 
issue. A copy of the letter is enclosed. 

2. At page 106, the Chairman asked for the number of 
nursing homes subject to Hill-Burton. Nationwide, 
there are 510 free standing nursing homes owned or 
operated by hospitals which recieved Hill-Burton 
funds. This represents 15 percent of the Nation's 
18,900 nursing homes. Under the regulations, the 
uncompensated care obligation remains for 20 years, 
while the community service obligation is perpetual.
Four hundred and fifty-six of these nursing homes are 
still responsible for providing uncompensated care 
and meeting community service obligations, while the 
remaining 54 need only meet their community service 
obligations. 

I hope this information is helpful. 

Very truly yours, 

k '14~--- L)tiL~frJ-,
Roma J. Stewart 
Director 
Office for Civil Rights 

Enclosures 



437 

Exhibit 4 

HEALTH SERVICES ADMINISTRATION 

CONSUMER AFFAIRS PLAN 

January 1981 

U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 
HEALTH SERVICES ADMINISTRATION 

5600 Fishers Lane 
Rockville, Maryland 

20857 
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CONSUMER AFFAIRS PLAN 

HEALTH SERVICES ADMINISTRATION 

December 1980 
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CONSUMER AFFAIRS PLA.'1 

HEALTII SERVICES ADMINISTRATION 

~ 

In order to achieve the Agency's consumer .iffairs objectives and to meet the 

requirements of Executive Order 12160, 11Pt:011iJing for Er:h.::mi:ement :ind Coordination 

of Federal Consumer Programs,"' the !-?ealt~ Servict;?":"• ;\C.:--:i":":is~:-:it:ior. established .:?. 

Task ~ore~ to pre?are a plan for a Ccnsuwer Affairs Progra'r.1/tc be i~plernented 

throughout the Agency. The Consumer Affairs Plan calls for the following action: 

1. Consumer affairs staff: 

The Health Services Administrator has established an Office of Consumer 
Affairs (OCA) within the Office of the Adr.1ini·strator to provide policy 
direction, coordination, and oversight for consumer affairs activity 
in the Agency. A director will be· appointed. 

Each Bureau will have a Consumer Affairs Officer. 

Responsibility for carrying out the Program is to be placed on all managers 
and staff, ~rom the Central Office to local setvice delivery sites. 

The role of OCA will be to assist the Bureaus in implementing the Consumer 
Affairs Program, to define policies· and strategies, to raonitor the Program, 
to represent the consumer point of view in decisionmaking, to act as an 
information resource, and to coordinate consumer affairs activities. 

OCA will participate_ in activities in connection with the International Year 
of the Disabled Person. 

An RSA Consumer Affairs ·Council composed of Agency consuraer affairs staff 
will be established. 

OCA will call on a small consumer ;ask group for consultation during the 
first two years of its operation. 

2. Consumer participation. Action required: 

To work towards the establishment of mandates for consumer participation 
for those programs where they do not now exist, especially the state 
formula grant programs. 

To assure compliance with existing mandates for consumer participation 
by means of monitoring and program review. 
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2. • Consumer participation continued: 

Io reimburse consumers for expens~s, as appropriate, in connection with 
attendance at meetings and other kinds of participation. 

To encourage closer liaison between consumer board and committee members 
and their constituencies and community groups. 

To consider the establishment of consumer consultative mechanisms above 
the local service delivery level. 

To review consumer participation in rulemaking and consider what revisions 
in procedures may be necessary. 

To promote participation by consumer board and committee members in ~onitoring 
and evaluation of services they receive and in the utilization and 
review of the complaints system. 

3. ~evelopment of informational materials for consumers. Action reouirad: 

To review information materials about the Agency's services and 
responsibilities to determine to what degree consumer issues are 
covered and where a consumer perspective may be needed. To consider 
means of dissemination in the light of consumer information. 

To provide materials to consumers on board membership and other uays 
they can participate. 

To provide information to consumers about particular Agency actions or 
proposals that may affect them. 

4. Education and training for Agencv staff. Action required: 

To provide general consumer affairs orientation to all Agency staff. 

To provide special training to consumer affairs staff. 

To promote staff training at the local service delivery level. 

5. Education, training, and technical assistance to consumers. Action required: 

•To provide health education.and health promotion programs for consumers 
at the State and local level as one means of enhancing consumer - provider 
communication and consumer participation. 

To provide training to governing boards and advisory committees on 
administration and other matters to enable them to participate more 
effectively. 

To provide technical assistance and support services when needed to 
enable consumers to participate effectively. 

To assess training and technical assistance now offered to consumers at 
the local service delivery level to determine what kinds of programs for 
this purpose are needed. 
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6. Systematic Procedures for Complaint Handling. Action required: 

To establish systematic procedures for complaint handling throughout the 
Agency that will 1) provide for appeal and 2) provide for reporting of 
complaints so that complain~s data can be monitored, analyzed, and used 
in decisionmaking. 

To eosure that the complaint system for each program has all the essential 
elements: 1) promotion of public awareness (making consumers aware of 
the complaint system and how to use it), 2) recording complaints, 3) responding 
to complaints, 4) tracking the handling of complaints, 5) provision of an 
appeals system,6) reporting and monitoring complaints, 7) evaluation and 
utilization of conplaints data in policymaking. 

7. !"._'!..tients rights. Action required: 

To ensure that all consumers are aware of their rights as patients. 

To ensure that all necessary provisions are contained in all patients' 
rights bills for each HSA program. 

8. ~eporting, monitoring, and evaluation. Action required: 

To amend work plans, program guidance materials, and program review 
protocols to include consumer issues 

To analyze data from such sources and the complaint system. 

To ensure that consumer information is utilized in policymaking. 
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CONSUMER AFFAIRS PLAN 

HEALTH SERVICES ADMINISTRATION 

INTRODUCTION 

The mission of the Health Services Administration, hereafter referred to 

as HSA or the Agency, is to builo and maintain health care capacity in underserved 

areas, to provide high quality comprehensive health services to Federal beneficiaries, 

to promote effective and equitable public health preventive services, and to improve 

the organization and efficiency of health care delivery. The Agency has a long

standing commitment to consumer affairs and has sought to effect active consumer 

participation in its health services delivery programs. At the end of 1978, the• 

HSA Administrator initiated an Agency-wide review of policies and practices in regard to 

consumer participation and existing sources of information on consumer needs, satis

factions, and dissatisfactions. The objective of this initiative was to ,increase 

the Agency's understanding of, and responsivene~s to, consumer needs at all levels 

of decision-making, including the special needs of minority and handicapped groups. 
ri 

Agency consumer affairs objectives are reinforced by the~•Presidertt's Exe~utive 
">E 

Order, Number 12160, of 9/29/79. This Executive Order, "Providin•g for 'Enhancement 

and Coordination of Federal Consumer Programs," requires all agencies to review 

and revise their operating procedures "so that consumer needs and interests are 

adequately considered and addressed." 

The minimum r~quired elements for agency consumer affairs programs, as stated 

in the Executive Order are: 

1. A Consumer Affairs Perspective - An. Identifiable Consumer Affairs Staff. 

"Agencies shall have identifiable, accessible professional staffs of 
consumer affairs personnel authorized to participate, in a manner 
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not.inconsistent with applicable statutes, in the development an~ 
review of all agency rules, policies, programs, and legislation." 
E.O. (Executive Order) 1-401-a 

2. Effective Procedures for Consumer Participation. 

"Agencies sha,ll establish procedures for the early and meaningful 
participation by consumers in the development and review of all 
agency rules, policies, and programs. Such procedures shall 
include pro~isions to assure that consumer concerns are adequately 
analyzed and considered in decisionmaking. To facilitate the 
expression of those concerns, agencies shall provide for forums 
at which consumers can meet with agency decisionmaker~. In addition. 
agencies shall make affirmative efforts to ,nform consumers of 
pending proceedings and of the opportunities available for partici
pation therein." E.O. 1-401-b 

3. !he Development of Information Materials for Consumers. 

"Agencies shall produce and distribute materials to inform consumers 
about the agencies' responsibilities and services, about their 
procedures for consumer participation, and about aspects of the 
marketplace for which they have responsibility. In addition, each 
agency shall make available to consumers who attend agency meetings 
open to the public, materials de~i~ed to make those meetings 
comprehensible to them." E.O. 1-401-c 

4. Education and Training for Agency Staff and Consumers. 

"Agencies shall educate their staff members about the Federal consumer 
policy embodied in this Order.and about the agencies' programs for 
carrying out that policy. Specialized training shall be provided to 
agency consµmer affairs personnel and, to the extent considered appro
priate by each agency and in a manner.not inconsistent with applicable 
statutes, technical assistance shall lie made available to consumers and 
their organizations." E.O. 1-401-d 

5. Systematic Procedures for Complaint Handling. 

"Agencies shall establish procedure~ for systematically loggi:ng in, 
investigating, and responding to consumer complaints, and for 
integrating analyses of complaints into the development of policy." 
E.O. 1-401-e 

In January 1980 the Health Services Administrator established a Task Force to 

provide a plan for a Consumer Affairs Program to be implemented throughout the 

Agency, including its three Bureaus, the Bureau 
~ 

of Medical Services (BMS), the 

Indian Health Services (IHS), and the ·Bureau of: Conmruni-ty Health Services (BCHS). 

A fourth Bureau has now been added, the Bureau of Health Personnel Development and 

Service. 
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The Consumer Affairs Plan will apply to all HSA services, either direct services 

or those provided by HSA funds through grants and contracts - the Public Health 

Service hospitals, clinics, and other services administered by BMS, ·facilities 

managed by the 8 IHS Area Offices and 4 IHS Progr:,m Offices, an~ the projects and 

programs administered through the 10 Department of Health and Human Services (DHHS) 

Regional Offices. * (For existing consumer participation requirements, see Appendix A) 

The Consumer Affairs Program will be coordinated with those of the Public 

Health Service and the Department of Health and Human Services. 

In order to achieve the Agency's consumer affairs objectives and to meet the 

requirements of the Executive Order, the Consumer Affairs Task For.ce was charged 

with developing proposals co: 

l. Improve, reinforce, and widen opportunities for the participation 
of consumers in the development of policies and the evaluation of 
program operations and planning; to develop strategies and structures 
to achieve these goals. 

2. Develop ~ffective, assured,complaints procedures for consumers of 
the Agency's program services within the concept of a common patients' 
rights program and ex;sting legislative mandates and regulations, and 

3. Investigate ways to improve, and where appropriate, develop proposals 
to amend existing reporting, monitoring, and evaluation procedures in 
regard to consumer needs, preferences, and sa'tisfactions, including 
the special concerns of minorities and handicapped groups. 

In the development of proposals to implement the Executive Order, two areas 

received special study. First was patients' rights. In an agency that has a 

primary role as a provider of medical services, patients' rights is a critical area 

* For the sake of simplicity, the terms, "local service delivery level" and "local 
services" will be used throughout this document to denote PHS hospitals and clinics, 
local BMS prison, Coast Guard or Federal employee services, IHS hospitals and health 
centers, BCHS local projects, and projects administered by States. 
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for consumer concern'. It is necessary to establish common Agency criteria for 

patients' rights bills and to ensure that these include a provision for a consumer 

complaints system. 

Second was the Agency's reporting, monitoring, and evaluation activities. These 

are considered key processes in the ongoing assessment of program sensitivit~ and 

receptiveness to consumer needs and. preferences and will be important· tools i:or 

ensuring ''that consumer concerns are, adequately -analyzed and considered in decision

making." (See Executive Order 1-401-b.) They are also mechanisms for receiving 

and analyzing input from consumers. 

The Consumer Affairs Plan includes the following sections: 

l. Consumer Affairs Perspective -- an Identifiable Consumer Affairs Staff 

2. Effective Procedures for Consumer Participation 

3. The Developrr.ent of Information Materials for Consumers 

4. Education and Training for Agency Staff 

5. Education, Training, and Technical Assistance for Consumers 

6. Systematic Procedures for Complaint Handling 

7. Patients' Rights 

8. Reporting, Monitoring, and Evaluation 

The Agency will continue periodically to review, evaluate and improve this 

Plan. Unlike most rules and regulations that are generally regarded as fixed, 

this Program must be seen as a dynamic one, that will change over time as feedback 

is received from those it is intended to serve. 

Each Bureau, in consultation with consumer affairs staff in the Office of the 

Administrator, and where appropriate with the Regional and !HS Area/Program Offices, 

will prepare an implementation plan for carrying out th~ Consumer Affairs Program 

as set forth in this document. 
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Consumer Workshop 

In order to obtain consumer input to its planning,the Task Force held a workshop 

in July of 1980 with consumer representatives of RSA community health centers, PHS 

hospitals and clinics, and the various special programs from all parts of the 

country. The Consumer Affairs Plan takes into account their comnents and recommendations. 
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1. £.(?NSUMER AFFAIRS PERSPECTIVE - AN IDENTIFIABLE CONSUMER AFFAIRS STAFF 

The Administrator, Health Services Administration, has amended the Agency's 

functional statement to create within the Office of the Administrator an Office 

of Consumer Affairs (OCA) to provide policy direction, coordination and oversight 

:for consumer activities in the Agency. The Director of this Office wil 1 report 

directly to the Associate Administrator for Operations. 

Each Bureau shall have a Consumer Affairs Officer to act as a liaison with 

the Office of Consumer Affairs and to assist in the implementation of consumer 

affairs policy throughout the Bureau. This officer should be a full-time 

senior staff mer.:ber. within the immediate office of the Bureau Director. 

It is recolllI:lendec: that each program designate a member of staff to work with 

the Bureau Consumer Affairs Officer in developing and overseeing program-related 

consumer affairs activities. 

Responsibilit·, for implementing the Consumer Affairs Program 

It will be the responsi~ility of each Bureau Director to see that the Agency's 

Consumer Affairs Program is implemented in all Agency-services - the promotion of 

,consumer participation, the provision of informational materials to consumers, 

staff education, training and technical assistance to consumers, the patient complaint 

system, patients' rights policy, and the inclusion of consumer issues in reporting, 

monitoring, and evaluation. 

The use of grant monies is authorized for all the purposes described. For 

direct services, line items should be included in budgets to cover consumer affairs 

activities. 

Implementing the Program in each of the areas noted above will be the concern of 

managers at all levels. Ultimately Program objectives must be met at the local service 

delivery level for the Plan to be a success. 
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Goals stated for each level are the following: 

For Managers and staff at local service deliverv site: 

Consumer participation and consideration of consumer concerns 

o To be receptive to consumer opinions and complaints at all times. 

o To make consumers aware of the management's receptiveness to their 
opinions and complaints. 

o To co1t1t:1unica:e ~ith c~nsu"'ers lgoverning boards and advisory corn::,ittee 
members, and others) in regard co consumer concerns and potential 
policy decisions. 

o To encourage consumer participation on governing boarcs and advisory 
committees and in ether ways; to encourage consumer. board o~ ~~~ittee 
member communications with constituency groups in the ccr.nmunity. 

o To see that governing boards and advisory co!!'r.littees have a meaningful 
part in monitoring and evaluation of the local service. 

o To seek innovative ways of eliciting more and better information =~om 
consumers. 

o To seek innovative ways of involving consumers in management cecisions. 

Provision of education, information, and assistance 

o To provide timely information, simply stated, to gov~~nin& boards and 
advisory committees on policy issues and other management concerns 
on which consumer input would be relevant. 

o To provide education and technical assistance when needed to enable 
consumers to participate more effectively as board or committee 
members, to voice their opinions to management, etc. 

o To provide material assistance, to consumer representatives, such as 
transportation costs,-when needed and when it is possible to do so. 
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Local service deliverysite --Continued..... 

Staff orientation 

o To provide orientation to local service staff concernin~ the consumer 
affa~rs policy of the Agency. 

Complaint _EY,stem (See Section 6.) 

o To ensure that the complaints system works effectively for the 
proje'ct or facility. 

o To make sure that patients' rights are protected and that patients 
are aware of their rights. 

Fo,;_m.!!_n~rs at 11.egional Health Administrati'on Office and Il!S Area/Prograrn (lffice level. 

o To consider consumer concerns in decisionmaking. 

o To aid local services to achieve· above goals, providing information 
on consumer affairs policy, guidelines and technical assistance. 

o To deal with complaints received at Regional or IHS Area/Program Office 
level. (See Section 6.) 

o To monitor information from local services on governing boards or 
advisory connnittee operations; on support provided to consumers 
such as informational materials, education and technical assistance, 
on staff orientation and education: o~ operation of the patient complaint 
system; on protection of patients' rights, etc. 

19, 

o To provide information as needed to Central Offices on consumer issues. 

o To communicate with consumer groups that relate to the Regional, or IHS 
Area/Program level. 

For managers at Bureau level 

o To consider consumer concerns in decisionmaking. 

o To provide guidance to Regional or IHS Area/Program Offices on various 
functions described above. 

o To monitor the implementation of consumer affairs policy throughout 
the Bureau. 
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o To dasign systems necessary for implementation of consumer 
affairs policy, such as the complaints system,, staff orientation 
programs, etc. (with aid of the Office of Consumer Affairs). 

o To deal with complaints received at the Bureau level, (See Section 6.) 

o To communicate with consumer groups that relate to the Bureau level. 

£.o~u!'l~'c_~ffairs to be included in performance standards 

In order to monitor Agency performance in·meeting consu~er affairs objectives, 

existing performance standards for individual positions will be revise~, where 

appropriate, to include a section on employee responsibilities in regard to consumer 

affairs. 

Role of the Office of Consumer Affairs 

The major res~onsibilities of the Office of Consumer Affairs, a professional 

cadre of trained consumer affairs experts, shall be: 

o Assisting the Bureaus in developing systems for the implementation of the 
Consumer Affairs Plan and for the efficient flow of information.. 

The Office of Consumer Affairs will provide expertise, a<fvice, and consultation 
and prepare expert documents on consumer issues. 

In addi~ion, it will: 

1) Develop program guidance material on consumer affairs to include: 

a. Consumer involvement in decisionmaking. 
b. Patient satisfaction surveys; 
c. Complaint handling 

2) Make recommendations for issuance of policies on consumer affairs 
in relation to: 

a. Board or committee selection procedures 
b. Complaint procedures 
c. Patient satisfaction surveys 
d. Objective review procedures that will assess if there 

is adequate consumer involvement at the local level. 

3) Coordinate monitoring of compliance with consumer participation 
~idelines in connection with regular grant an.d program review. 

o Q_efi~olicy for the Consumer Affairs Program. 

An ongoing activity will be defining and developing strategies for implementing the 
requirements of the Executive Order,the Dlil!S Consumer Affairs Plan, PHS policies, 
and the HSA Consumer Affairs Plan. 
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o !!_c_p.E_~enti~.&..J:_he consumer point of view in Agency deliberation and ensuring 
that consumer concerns are reflected in· policy-making, 

In this role the consumer affairs staff will work to create and sustain 
a high level of awareness of consumer issues among all Agency staff. 
To enable it to fulfill this role, the OA. Consumer Affairs Staff and other 
Agency consumer·affairs staff will receive draft plans for policy changes, 
proposals for legislative changes, etc. and will participate fully in 
meetings concerned with policy development and review to ensure that consumer 
concerns are part of decisionmaking. 

o Actin~ as an information resource on consumer affairs for the Agencv. 

o Coord~nating consumer affairs activities and improving communications 
on ·consumer affairs throughout the Agencv. 

o Coordinating consumer affairs activities of HSA with those of other 
~_!!£ies and organizatidns. 

The Office of Consumer Affairs will coordinate HSA activities with those of 
PHS and DHHS, and the Director of OCA will serve as the Agency representative 
on the PHS Coordinati~g Committee, established by the Assistant Secretary 
for Health. 

The Office of Consumer Affairs will also be concerned with areas where consumer 
interests or populations served overlap with those of its sister agencies: 
the Health Resources Administration (local and state health services planning 
and resources development); the Alcohol, Drug Abuse and Mental Health Admini
stration; the Health Care Financing Administration; the Department's Health 
Maintenance Organization program; and the Social Security Administration. 

International Year of the Disabled Person (IYDP) 

The OCA will have a major responsibility during its first year for organizing 

a series of meetings with disabled consumer gro~ps as part of the Agency's partic

ipation in the PHS Interagericy Committee for the IYDP. 

HSA Consumer Affairs Council 

A Health Services Adm~nistration Consumer Affairs Council will be established. 

Members of this Council will include all consumer affairs staff in the Office of 

the Administrator and the Bureaus (who will meet monthly) and Regional Office staff 

and other appropriate field office staff (who wi-11 meet at least semi-annually with 

Central Office consumer arfairs staff). 
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The Council will assist OCA in ~rmulating policy, in developing guidance on the 

implemen~ation of the Consumer Affairs Plan, and in coordinating and improving commun

ications on consumer affairs activities: 

Consumer task group 

During the first year of operation, the Office of Consumer Af'fairs will draw 

upon the advice and assistance of a small task group of program consumers. A 

procedure similar to that employed to recruit participants for the July consumer 

workshop will be used to ensure that members from the Agency's programs will 

be broadly representative. Consumer members of the existing-national councils will 

be involved in the work of this task group. 

The purpos~ of the task group will be: 

to assist the Agency in identifying consumer concerns and needs 

to provide the Agency with a channel for communication of 

Consumer policies to their fellow service users and community 

organizations and thus promote feed-back from consumers around 

the country. 

to assist the Agency ih developing relationships with relevant 

consumer and consumer advocacy organizations at the local and 

state levels. 
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2, EFFECTIVE PROCEDURES FOR CONSUMER PARTICiPATION 

Establishing mandates for consumer participation 

HSA has the responsibility for assuring consumer participation in its programs 

through a variety of legislative mandates under the U.S. Public Health Service Act: 

Titles IV, V, X, XII, XVIII, XIX, and XX etc., or Federal Assistance programs 
~ 

which support services of designated HSA programs. 

Requirements under the various Acts differ. However, most of the Bureau of 

Community Health Services, Indian Health Services, and Bureau of Medical Services 

programs are required by law to have governing boards or advisory committees with 

consumer representation. 

The exceptions are the formula grant programs operated by the states, notably 

the Maternal and Child Health and Crippled Children's Programs. HSA will attempt, 

through both legislative proposals and negotiations, to promote the establishment 

of formal mechanisms for consumer participation in sta~e operated grant programs. 

Assuring compliance 

Where consumer participation is mandated, compliance is monitored annually. 

Amongst those programs that have mandated consumer participation, it has been 

found that not all are in compliance. Preceding the issuance of this Plan, the 

HSA Administrator has requested in the annual Regional Work Plan, FY 81 for Regional 

Administrators, close monitoring and reporting of compliance with legislative mandates 

for consumer participation in the Agency's programs. This will be an ongoing process 

carrying performance evaluation crit~ria. In addition, program guidance materials will 

be issued to the Regional and IHS Area Offices and Central Office program managers 

for assessing how governing boards and advisory committees actually function. 
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Provi!_ion of material assistance 

Participants at the July Consumer Workshop (see p.4) stressed the need for 

financial assistance, i.e. reimbursement for expenses in connection with attending 

meetings, such as transportation, child care, meals, etc. Without such suppo~t, 

many consumers are unable to participate. The Agency will foster the provision 

of such support by means of program guidance materials and provisions in grants and 

contracts. Grant monies will be used to the extent possib!e for this purpose, and 

such use is authorized by the Agency. 

Consumer links with constituencies and community groups. 

Consumer participation in proje~t activities will be enhanced by encourar ng 

and assisting board and advisory committee members to develop and strengthen their 

links to cor:c:1unity groups and relevant patient groups. Consumers are more likely 

to ::e eff~ctive, and therefore influential, if they are "sponsored" by organized 

local conslll'.'er groups and required to repor,t back to them as their "representatives." 

The c:'onsumer is also more likely to be a more effective advocate knowing that he 

or she has the b:.~_king of an active cons,tituency. 

B~ard and committee members will be encouraged and assisted in maintaining work

ing links with their communities, and acting as vehicles for dissemination of 

information and health promoti~n effor-ts. (See Section 5 below.) 

There is also a need to encourage cooperation and coalitions between HSA consumers 

and consumers of other programs, for instance, Community Mental Health Centers, Health 

Systems Agencies, drug addiction programs, etc. This will reinforce interagency 

health planning and collaboration in services delivery. 
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f!,~p-~r.J:_icipation above the local service delivery level 

Until now, consumer participation in HSA programs has been for the most 

part at the local _service delivery level. With the exception of the tvo ·national 

advisory councils -for Migrant Health and for the National Health Service Corps, 

there have been no institutionalized arrangements for consumer participation in 

Agency or Bureau level policymaking, management, or program evaluation. 

The consumer task group described above will be one avenue for consumer 

participation at the national level. 

The Agency will assess the need for consumer participation above the local 

l~vel for each HSA program and consider the establishment of new consultative 

mechanisms at the Regional, IHS Area/Program or Central Office level. 

Consumer participation in rulemaking. 

The Agepcy will seek the most effective means to promote early and meaningful 

participation by consumers in rulemaking. The rulemaking process and a recent 

BCHS effort in obtaining governing boards' comments will be reviewed to determine 

what revisions in procedures may be necessary. 

Consumer participation in monitoring and evaluation 

Administrators of local services will be instructed to encourage participation 

by boards and advisory committees, and especially their consumer members, in monitoring 

and evaluating their own services. This will be accomplished through program guidance 

material to Agency officials, contr.actors, and grantees. 
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Consume.s should participate in the work of HSA program evaluation teams, 

either as members o~ in consultation with them. 

The Agency will encourage State MCH/CC programs, through negotiation, to 

provide for consumer participation and consumer input in the State reviews of these 

programs. Appropriate monitoring mechanisms will be developed by the Office of 

Consumer Affairs and officials responsible for these programs in the BCHS and 

Regional Offices. 

Consumer participation in the complaints review process 

Program guidance materials will be used as above to promote governing board 

and advisory committee review and utilization of the complaint system. 
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3. }!IE DEVELOPMENT OF INFORMATIONAL MATERIALS FOR CONSUMERS 

The objective of the Consumer Affairs Program is to improve both the quality 

and distribution of consumer information materials. 

These materials are of three kinds: 

o Information about the Agency's services and responsibilities. A variety 

of such materials already exist. These will be r~viewed to determine to 

what degree consumer issues are covered and where a consumer perspective may 

be needed. Dissemination strategies will also be considered in the light of 

information from consumers. 

o Information about ways consumers can participate. An existing BCHS handbook, 

Policy and.Procedures Manual for Governing Board Members, is currently being 

revised. In addition, opportunities for such membership ~d any other procedures 

for consumer participation will be described in pamphlets ror distribution to 

patients locally or by whatever methods are deemed most appropriate for each 

program. Each BureAu will provide such·materials. 

o Information about particular Agency actions or p~oposals that affect consumers. 

Consumers will receive early notice of specific actions· and proposals so that 

they will have an opportunity to c01mnent. Effective methods for achieving 

this objective must be developed for each program. 

Care must be taken to see that all materials for consumers are clear and easy 

to understand, culturally relevant, and providedin languages other than English when 

appropriate. 
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Relatiq_nship between the Office of Consumer Affairs and the HSA Office of Communications 
3nd Public Affairs 

There will be a close relationship between the Office of Consumer Affairs and 

Office of Communications and Public Affalrs (OCPA). However, there should be a 

clear distinction between the Agency's public affairs/information activities and 

those of the consumer affairs staff. 

The pri~ary function of OCPA is to inform the public -- to represent the Agency, 

stating its purposes and policies, explaining action, and reporting public information. 

Its collllllunications are directed to the general public, the medical community, health 

professionals within the Agency, and the research community, as well as to users of 

HSA programs. 

Consumer affairs staff, on the other hand, co1I1111unicates primarily with users of 

HSA programs in order to generate consumer inputs and participation in the Agency's 

planning and operations. 

Communications of OCPA.tend to be one-way and often on a one-time basis, while 

those of a consumer affairs office a~e two-way, on going, and long-term. 

Finally, the consumer affairs staff, as advocate of the consumer point of viev, 

has the responsibility of analyzing information obtained directly from consumers and 

of making sure consumer concerns are factored into management decisionmaking. 

OCPA has the responsibility for the reviev processing, quality control, and 

dissemination of HSA communications materials, and assists the Bureaus in the devel

opment of program specific publications. 'Ibus the consumer affairs staff will be a 
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"client" of OCPA; relying on its services in the development of public information 

and information disseminatioo. OQ\ will also provide the consumer perspeative to 

OCPA concept clearance and publication review processes and also to the evaluation 

of Agency public information efforts. 
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4. EDUCATION AND TRAINING FOR AGENCY STAFF 

Goals of staff education and training are to: 

o Provide staff with a thorough knowledge of HSA and DHHS 
consumer affairs objectives, the requirements of Executiv.e 
Order 12160, and legislative mandates for consumer participation. 

o Develop a practical understanding of the role and function of 
OCA, the plan of operations, and the duties and responsibilities 
of each staff position and office division. 

o Develop staff sensitivity to consumer concerns. 

o Develop staff management skills in developing effective methods for 
responding to consumer recommendations and complaints, and in 
maintaining a consumer complaint review system. 

Particular importance is attached to the provision of consumer affairs-oriented 

training for clinical and administrative personnel working in the fie~d -- for 

example, staff of the Public Health hospitals and clinics; members of the National 

Health Service Corps; and IHS service units, hospitals, and field units. 

In the orientation of existing staff and new entrants special emphasis will 

be placed upon the need to increase sensitivity to the ethnic, cultural, social 

and economic conditions in the communities served. 

It is reco111111ended that two types of Agency consumer affairs training be provided 

for staff: 

o General staff training. As a general rule all staff will receive consumer 

affairs orientation as a regular component of Agency career development 

programs and in special seminars to be arranged periodically. This orien

tation will be for all grades and positions concerned with services and will 

be developed by the Office of Consumer Affairs in consultation with the Agency's 

career development staff. 
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o Consumer Affairs Staff Training. Training for consumer affairs staff 

will focus upon their specific responsibilities for implementing the 

Consumer Affairs Program. It will include the development of the special 

technical and management skills required to ensure effective interface 

with Agency management. 

Stal_~ education at the local service deliverv level 

Grants and contracts will be revisea to include a provision for educating staff 

on the Agency's consumer affairs policies. Guidelines will be provided by each 

Rureau J?rogram. 



,. 
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5. ~DUCATION,,TRAINING, AND TECHNICAL ASSISTANCE TO CONSUMERS.. 

Education•, training an tee n1ca assistance to consumers are essentia to• • • d h • 1 • • • 1 

enable them to participate effectively. This was the most frequently mentione4 

need by participants at the July Consumer Workshop (see p.4) 

Education is needed, first of all, for all consumers so that they can under-

s"ta'!d how to deal with the health care system and can participate effectively in 

their own treatment. There must be improved communications between co~sumers and 

providers. The provision of formal programs of health education and health promotion 

at the'State and local service delivery level will be one vehicle for improving 

consumer and P.rovider communication and consumer participation. 

Specific training is needed to enable governing boards and advisory .committee 

members to participate effectively in program governance, policy-making, and review 

activities. Training in the form of manuals, training sessions, workshops, and 

consultations will be provided in areas such as administration, complaint handling, 

and personnel management so that consumer input can be informed, knowledgeable, 

and effective. Training will also provide information on health care organization, 

'disease prevention, and health promotion and on community relations and advocacy. 

Where feasible and appropriate, technical assistance in the form of aid in the 

preparation of documents, planning meetings, etc. as well as support services such 

as typing, will be provided to meet specific needs. 

Every opportunity will be sought to develop consumers' capabilities to participate. 

Board and committee members will be used to reach consumers as well as potential 

consumers in their communities. In addition, interested non-board members will 

be encouraged to observe board meetings, and to take part in subcommittees, to act 
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as delegates to meetings of outside organizations, to at~end educational sessions 

fo~ board members, etc, Initially more attention will be given~to the training of 

consumers already serving on boards or advisory committees. 

There will be an over-all Agency review, coordinated by the Off;ce of Consumer 

Aflairs, of training and technical assistance now offered to consumers at the local 

service delivery level. A determination will then be made as to what new 

programs for this purpose are needed. 
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6. SYSTEMATIC PROCEDURES FOR COMPLAINT HANDLING 

Systematic procedures for complaint handling will be establishea.throughout 

the Agency. Success of the complaint handling system will depend on (1) how a 

complaint is perceived and (2) how the complaint system is supported by all levels 

of management. The fact that a consumer lodges a complaint is ITOt in itself a 

problem. Considering the diverse beneficiary groups, differing individual and 

community health care needs, the scope and complexity of health care delivery 

systems, and the number of persons utilizing HSA services, it is inevitable and 

to be expected that complaintswillo=. Aserious problem can result, however, if 

a complaint is ignoted and not properly handled. To make sure that all complaints 

that do occur are expeditiously and thoroughly addressed, it is essential that HSA 

program managers become fully aware of both the consumer's right to complain, to 

have a hearing and a thorough investigation, and of management's responsibility 

to respond and to achieve satisfactory and prompt resolutions. 

Objec.tives 

The objectives of the complaint handling system are: 

o To make consumers of HSA services aware of the receptivity of the 
Agency staff at all levels to complaints and how and to whom to 
complain. 

o To provide prompt and responsible replies to all consumer complaints 
received by the Agency, 

o To assist in identifying and resolving problems. 

o To provide Agency decisionmakers with accurate information about 
complaints and recommendations in regard to consumer concerns, so 
that the complaints system becomes a useful management tool. 

o To assist in translating consumer needs into policies and procedures. 
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Complaints should generally be handled at the level where the 1ervice is 

provided - the outpatient clinics, field units, hospitals, and health clinics of HSA pro-

*grams,but there should also be a right to appeal when the complainant is dissatisfied 

with the response. Complaints must also be reported in order to make complaints 

data useful to decisionmakers, and they should be monitored and analyzed for the 

purpose of project review. 

Each level of organization,f,om Central Office to local services, will 

have systematic procedures for handling complaints received at that level(including 

procedures for follow-up for any complaints referred to a lower level for action). 

Each level will also have procedures for monitoring complaint handling at lwer 

levels. There must be sufficient standardization in reporting complaints to allow 
•

for Agency-wide review, as required by the DHHS Consumer.Affairs Plan. 

An early priority for OCA will be organizing an ad hoc Inter-Bureau Steering 

Committee to develop detailed guidance for implementing the complaints system. 

A "complaint" is defined as a vritten or oral comnunication expressing dissatis

faction with an Agency project, program, policy, or service. Complaints should 

be distinguished from inquiries and suggestions. Also, provisions must be made for 

appropriate action should a complaint become the subject of a medical malpractice 

suit or any other legal petition. This matter will receive further study. 

* Congressional complaint mail will be handled in accordance with special 
procedures established for this purpose. 
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Ele~ents of a complaint han~li~g ~y;tem 

The essential elements that shall be required for every complai~t system are: 

1. Promotion of public avareness, i.e. making consumers aware of' 
the complaint system and hpw to use it. 

2. Recording complaints 

3. Responding to complaints 

4. Tracking the handling of complaints 

5. An appeals mechanism 

6. Reporting and monitoring 

7. Evaluation and utilization of complaints data in 
policymaking 

General guidel~nes ~re.provided below. These will be refined by the Inter-Bureau 

Steering Committe~. Because.each HSA Bure'au has a different organizational structure, 

unique programs and different geographical coverage, details of how the complaints 

system will be applied must be worked out for each program. 

Guidelines for complaint handling 

Staff responsibility for each of the functions described below shall be clearly 

fixed- It is extremely important, however, that all staff who come in contact with 

the public be made avare of the Agency's policy and methods for handling complaints 

and that all have a role and responsibility for both preventing and.resolving complaints. 

1. Public Awareness: To make consumers aware of the receptivity of their 

hospital, health center, or clinic to complaints and to encourage consumers to 

use the system, instructions on how to make complaints shall be provided to.patients 

in leaflets or brochures. Information will be provided to community organizations 

in separate handbooks or in newsletters. Instructions shall provide names, titles, 

and telephone numbers of persons to whom complaints can be made. 
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2. ,!ccording complaints: All complaints wh~ther by letter, by telephone, or 

in-person, shall be logged-in upon receipt. The log shall provide.all information 

needed for tracking and handling the complaint and for subsequent reporting - name, 

address, and telephone number of complainant, how complaint was received (by mail, 

telephone, or in-person), person receiving complaint, date, nature of the complaint, 

and to whom referred. After action is completed, date and nature of response shall 

be entered. 

Many suggestions and complaints can be dealt with immediately to everyone's 

satisfaction. Generally, if a problem cannot be dealt with on-the-spot to the 

complainant's satisfaction, it should be fully investigated. A person who wishes 

to make a complaint should not be expected to put it in writing if he does not wish 

to do so. An adequate record must be made by the person receiving the complaint. 

The system must provide for confidentiality, and measures must be taken to 

ensure ~hat a complaint action does not become part of the complainant's medical 

record. 

3. Responding to a complaint: When a complaint is received, it shalLbe immediately 

referred to the appropriate individual or office for investigation and response. 

If a complaint cannot be investigated and responded to within ten work days, a letter 

acknowledging that the complaint was received shall be sent to the consumer. The 

letter should give an approximate time when the consumer can expect a formal response. 

If a long delay is expected, the reason should be explained. The name, address and 

telephone number of contacts for further information should be included. However, 

it shall be the Agency goal to respond to every complaint within 30 days. 
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Each response shall be courteous, thoroughly researched, and'c:oncise. Every 

effort shall ·be made t.o resolv-e the complaint in a manner satisfactory to the complainant. 

If the decision is unfavorable to the complainant the rationale for the decision 

must be clearly explained in writing. 

Complaints that do not fall within the purview of an RSA program or project 

shall be referred to the appropriate agency. A letter acknowledging receipt 

shall be sent informing the complainant to which organization the complaint has 

been referred. The name, address, and telephone number of the organization 

representative to whom the complaint was sent should also be· provided. 

If the complaint referred to another organiation in any·way affects the consumer's 

ability to make.use of HSA services, the matter shall b~ followed up with the other 

organization and every effort made to see that a satisfactory conclusion is reached. 

4. Tracking the handling of complaints: Each local service as well as any Regional, 

Area, or Bureau Office where complaints are received, shall have a system for 

tracking and handling of complaints to make sure they are investigated and responded 

ta expeditiously and to permit identification of any bottlenecks in the complaint

handling process. After a complaint is answered, the record will note whether 

the complainant is satisfied that he has been treated fairly. The consumer shall 

be fully informed of his right to appeal, how to initiate the appeal, and to whom 

to appeal. 

5. Appeals Mechanism: If complaint_s are properly handled initially, there should 

seldom be a need for an appeal.- However, if the complainant does not wish to accept 

the resolution offered and desires to pursue his complaint, each Bureau must see that 



469 

28 -

mechanisms are offe~ed to the cg!"Pla!nan~. for appeal to ~,~igher administrative 

level. Because of differing mandat'es and administrative arrangements, however,. 

appeal mechanisms will be worked out separately for each program. 

The.·j:inal decision shall be sent to the complainant in wr-iting. 

6. ~orting and Honitoring: At each local service site, data from the complaints 

record should b~ provided monthly to the administrator and the governing board or 

advisory committee if there is one: the number and type of complaints received, 

•
the number of complaints adjusted to the satisfaction of the consumer, th_e number 

of complaints remaining unresolved, and the number of unresolved complaints over 

30 days old. On a less frequent basis, at least once a year,. a narrative report 

should be provided with information on the nature of the complaints, complaint 

patterns, underlying. problems, corrective actions needed and taken, potential policy

significant issues or indications for administrative change, possibilities for 

improving complaint handling, etc. These reports shall be available for the review 

by Regional or Area staff during regular project reviews. Annual reports for the 

Agency as a whole shall be made public. Complaints received at other levels - in 

the Regional, Area, or Central Offices - should be similarly reported to program 

managers. Regional and IRS Area/Program Offices should be able to provide periodic 

reports on the status of all complaints, with particular reference to those which 
r-, l -

appear to represent generalized problems and which persist and are generic to different 

programs. 

7. ~aluation and utilization of complaints data in policymaking: Each local service 

shall see that complaints data is treated as an information base for decisionmsking. 

The ~egional and IHS Area/PrograJJJ. Offices and Central Offices will in turn be respon

sible for seeing that this system is working and analyzing and assessing complaints 
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data avail 1ble to them. The Office of Consumer Affairs will~revicw data from 

Bureau programs in order to identify patterns and trends. 

In addition, the Office of Consumer Affairs will periodically monitor the 

Bureaus; complaint handling systemsto make sure they are fully operating. 

• 
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•7. PA!IENTS' RIGHTS 

Throughout the Agency's programs in the past, a number of patients' rights 

or consumers' rights "bills" or guidance materials on this subject have been 

issued. These have not, however been uniform in content or application. 

First, it is essential that every Agency service or program make sure its 

consumers are aware of their rights as patients. As a first step, a patients' 

rights bill should be posted and openly visible at each HSA facility. Som~ 

programs have used innovative methods of disseminating P'atients' r.ights bills 

publishing bi-lingual pamphlets, reducing the bil~s to pocket size, etc. Some 

hospitals have patients rights' committees that distribute booklets and inform 

users not only of their rights but of on-going programs from which they might 

benefit. Information about effective methods for informing consumers of their 

rights will be made available throughout the Agency. 

A model patients' rights bill will be developed by the Office of Consumer 

Affairs, in consultation with Bureau officials and program managers, and disseminated 

throughout the Agency and its services. 
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8. REPORTING, }!01'ITORING, AND EV,\LI:ATION 

The goals of the Consumer Affairs Program in relation to reporting, monitoring, 

and evaluation are: 

- To see that the program is carried out at each level of the 

vrganizatieon~ 

To"obtain information on ho¥ the Program is working ~nd wh::ic 

works best. 

- To obtain information on consumer concerns for consideration 

in decisionmaking. 

Reporting, monitoring, and evaluation activities take place at every level of 

the organization -- from local community health centers co C,encral ')ffice 

administration. Hence to achieve its objectives the Agency will see~ co improve 

these processes at every level. ~uch has already been done, and a number of 

further improvements can be made without much expenditure of time or funds. Consumer 

input: into these processes is discussed above under "Consumer P::irticipation." 

More specifically, ~he Agency will: 

l) Amend annual workplans (Regional and other) to include monitoring 

of consumer participation at local service deli~ery"leve1:•staff effort 

to encourage such participation, ~taff support to consumers in terms 

of informational materials, technical assistance,reimbursement for 

expenses, etc., progress in achieving compliance with mandated 

consumer participation on governing boards and advisory committees. 

2) Amend guidelines to grantees and contractors to include requirements 

for complying with consumer participation mandates and providing 

additional support as noted above 
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3) Amend progra~ review protocols and evaluation protocols to include 

measures for achievement of objectives of consumer affairs po~icy. 

4) Analyze data from these sources and the complaint system. 

5) See that consumer affairs staff and other senior officials receive 

monitoring and evaluation reports pertaining to consumer affairs. 

6) Promote research in monitoring and evaluation techniques. 

7) A.~end performance standards. 

8) Find ways to collect qualitative infpn:iation on consumer needs and 

satisfactions, including consumer evaluations of the quality, accessi

bility, and appropriateness of services. 

9) Review and track monitoring and evaluation systems operated by 

program managers. 

10) in the absence of firm mandates for consumer participation and 

complaints processes in the formula grant and other state 

based programs, the establishment of new requirements, and the 

extent to which these can be monitored and evaluated will be the 

subject of further study and negotiation. 

The development of eff~ctive consumer oriented monitoring and evaluation 

procedures will require the close collaboration by the Office of Consumer Affairs 

with HSA's, Offi9e of Planning, Evaluation and Legislation and the monitoring and 

evaluation components in the Bureaus, Regional and IHS Area/Program Offices. 
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APPENDIX "A" 

CURRENT HEALTH SERVICES ADMINISTRATION CONSUMER PROGRAMS 

Mission 

The mission of the· Health Services Administration (HSA) 

is to develop comprehensive systems of health care delivery 

for medically underserved and high priority populations, and 

to provide professional leadership in the delivery of health 

services. More specifically, the Asency's ef:orts are direct-

ly focused o.n: 

• Improving the organization and efficiency of health 

care delivery, 

• Building and/or maintaining primary health care 

capacity in underserved areas, 

• Promoting effective and equitable public health and 

preventive services, and 

• Providing high quality comprehensive health services 

to Federal beneficiaries. 

The HSA is the second largest provider of civilian health 

services within the u.s. Government. It provides health care 

services for statutorily defined populations, but the predomi

nant population served by HSA is comprised of socio-economical

ly depressed people who lack adequate health and medical care 

services. Many of them are members of minority groups, come 

from large families, have low family inc:ome, and at any given 

time may experience long periods of unemployment. Thus, one 

of the Agency's primary objectives is to provide adequate health 
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care services to such medically unserved and underserved in

dividuals who might otherwise go without health care services, 

and a majority of the Agency's policies and programs are de

signed to attack the gaps and inequities in the Nation's health 

care system. 

The Agency meets these responsibilities by providing 

direct and contract health services to Federal beneficiaries 

and by administering grant and contract programs designed to 

improve the health status of the population served. 

Consumer Affairs Perspective 

In promoting effective and equitable heal~h services to 

all people, and as an important component of the major pro

grams administered by BSA, consumers play a strategic role and 

in many of the programs consumer participation is a legisla

tive requirement for compliance. 

At the end of 1978, the Administrator initiated an Agency

wide review of consumer participation and sources of informa

tion on consumer needs and satisfaction, and patients' com

plaints. The findings and recommendations from this internal 

~eview are now being analyzed in the light of existing organi

zational arrangements and activities. A.special concern is 

that the role of consumers be strengthened in policymaking 

and management decisionmaking of the Agency and its programs. 
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Below are descriptions of current HSA consumer participation 

programs: 

I. HSA DIRECT SERVICE PROGRAMS 

Program: Hospitals and Clinics 

Authority: Agency Established Policy 

The Division of Hospitals and Clinics has develope9 an 

oversight program to study consumer affairs and of issues 

which affect the quality and continuity of care provided to 

its beneficiaries. To date: 

• Patient advisory councils have been set up in each 

hospital and free standing clinic for purposes of 

advising the director on improvement of the health 

status of beneficiaries served. The scope of the~ 

councils' activities include: informing patients of 

their rights, evaluating the range, quality, accepta

bility, and convenience of patient and client services 

offered1 and providing patient ·advocacy and patient 

education programs (two of the hospitals have full-time 

patient advocates). 

• In response to the Secretary's request for productiv

ity standards, a request that objective measures for 

consumer satisfaction be considered in each facility 

planning/evaluation process has been submitted for the 

Secretary's consideration. 
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• Other consumer oriented activities underway include: 

the development and use of a consumer registry for in

quiries and complaints: an automated data system for 

transient populations: a national around-the-clock, 

telephone access: and training programs for providers. 

Program: Indian Health Service (IHS} 

Authority(s): P.L. 83-568, P.L. 93~638, P.L. 94-437 

The basic mandate regarding patient rights is essentially 

the same as the basic mandate of the program. Public Law 

83-568, among other things, authorizes the Secretary to~

serve the health of the Indian people. The Agency's program 

mission is expressed by the provisions of the Indian Self

Determination and Education Assistance Act (P.L. 93-638) which 

authorizes the Indian t~ibes to assume operation of any por

tion or all of the IHS programs that directly involve their 

health care, and·the Indian Health Care Improvement Act (P.L. 

94-437) which provides the mechanisms to implement P.L. 93-638. 

In the late 1950s, the IHS realized that it was difficult 

to conserve the health of patients or any population without 

their inp~; into and involvement with their own health pro

gram. With IHS assistance, consumer health boards and commun

ity health representatives were elected, and consumer training 

provisions were established by the pro9ram. (The Community 

Health Representative program supplies over 2,200 patient ad

vocates.) 
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• The importance of patient involvement and participants 

in policy and program development are addressed in all 

- publications and budget statements. The IHS issuance 

manual, which assures that certain minimum activities 

regarding patient rights are in operation, requires 

that all area and local health boards be involved in 

the development of patient rights and grievance pro

cedures. 

• Unlike many non-Indian communities, Indian tribes have 

always assumed social and health responsibilities for 

their members. Thus, the Indian Health Service has 

the responsibility of assisting the consumers in pre

paring their own tribal health plans. 

• The Agency's IHS program serves as the principal Fed

eral health advocate for Indian people, in that it 

primarily educates other government institutions, pro-

viders, and the public regarding the rights and enti

tlements of Indian people. 

Program: National Bealth Service Corps (NBSC) 

Authority: PBS Act, ~itle III, Part D, Section 337 

Section 337 establisheq a National Advisory Council on 

the NBSC which is comprised of fifteen members appointed by 

the Secretary. Four of those members are appointed fran the 

general public to represent the consumers of health care, and 

at least two of those members must be individuals who are 
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residents of-or served by Corps members assigned to a health 

manpower shortage area. The community identifies or forms a 

nonprofit qgency, applies for NHSC assistance, and then over

sees the management of the practice once in operation. 

rr. BSA PROJECT GRANT SUPPORTED PROGRAMS 

Program: Community Health Centers, Migrant Health 

Authorities: PBS Ac.t, Title III; Part D, Section 330, and PBS 

Act, Title III, Part D, Section 329 

Governing boards are legislatively mandated for Community 

Health Center and Migrant Health programs. Sections 329/330 

of the PHS Act require programs to establish governing boards, 

a majority of whom are individuals served by the centers. The 

statute also requires for the Migrant Health program that the 

Secretary give priority to community-based applicants repre

sentative of the populations to be served. 

The size of governing boards is not to exceed twenty-five 

members and should be representative of the population in 

terms of such demographic factors as race, ethnici.ty, and sex. 

Process for selecting members is subject to approval of the 

Secretary. Specific board responsibilities include: estab

lishment of center policy, approval. for s~lection and dismis

sal of center directors1 evaluation of center activities and 

adoption of health care policies and scope of services to be 

provided. 

https://ethnici.ty
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At the program level~ considerable effortB are 
l 
put forth 

to involve public individuals in the regulation and policy 

process. Direct bilingual contact is made with project 
, 

boards. Regional telephone solicitation and project sampling 

are both part of the process of involving the recipients of 

service in policy development. 

In the case of Migrant Health, P.L. 94-63 established a 

National Advisory Council on Migrant Health to advise the De

partment on migrant concerns, which requires that a majority 
,?

be members of the governing boards of the migrant health cen-

ters. 

Program: Family Planning 

Authority: PBS Act, Title X 

Title X requires that an approvable application must con

tain provisions of an opportunity for participation by persons 

broadly representative of all significant elements of the pop

ulation to be served, and that the predominant participants be 

actual users of the services. The program also requires that 

approved applications contain sections which describe: 

(1) how the applicant proposed to implement user and 

community participations, 

(2) a time table for integration of new members, and 

(3) a description of resources available for board mem

ber training and reimbursement of members for par

ticipation (wages lost, baby sitting, transporta

tion, meals, etc.). 
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Section 1006(d) (1) 1,2~ requiz:es that all informational and 

educational materials be reviewed and approved prior to their 

distribution by an Advisory Committee established by the 

grantee or contractor in accordance with the Secretary's regu

lations. Such a committee must include individuals broadly 

representative of the population or community to which the 

materials are to be made available. 

Program: Black Lung Clinics 

Authority: Federal Mine Safety and Health Act of 1977, 

Section 427(a) 

Applicants for this program must show a method for assur

ing participation in policy development by miners or miner

selectEd representatives, health care providers, and the gen

eral public. 

Program: Comprehensive Hemophilia Diagnostic 

and Treatment Centers 

Authority: PHS Act, Title XI, Part C 

Program requires that a project must provide for commun

ity participation, through establishment of an advisory coun

cil, if feasible, to advise with respect to the overall man

agement of the project. The membership of the advisory coun

cil must be representative of the population in the area 

served by the center. 
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Program: Genetic Disease Testing and Counseling Services 

Authority: PBS Act, Title XI, Part A 

Public Law 94-278 provides for community representation 

where appropriate in the development and operation of volun

tary genetic testing or counseling programs, and for continu

ing community involvement in the development and operation of 

the project. 

Progran: Primary Care Research and Demonstration Projects 

Authority: PBS Act, Title III, Part D, Section 340 

This program provides for grants and contracts~to demon

strate new and innovative methods for providing primary health 

and dental services and to conduct research on new or existing 

methods. For purposes of demonstrations, it is planned that 

this program will build on selected existing delivery systems 

which, among other characteristics, offer varying degrees of 

opportunity for consumer involvement. The impact of consumer 

involvement on successful delivery systems also is a topic for 

research. 

Program: Technical Assistance Demonstration Grants and 

Contracts 

Authority: PBS Act, Title Ir, Part D, Section 340A 

This program provides grants and contracts for technical 

assistance to entities engaged in planning, developing and op

erating primary care centers. The development of consumer ma

jority governing boards is an area where assistance is availa

ble. 
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Program: .Sudden Infant Death Syndrome Information and 

Counseling Program 

Authority: PHS Act, ~itle XI, Part B 

A project community counc.il shall be es.tablished by the 

grantee and shall consist of a minimum of nine and a maximum 

of fifteen members. At least one-third of such members shall 

be representatives of the community being served by the proj

ect, including representatives of parents' groups or other 

voluntary civic or community organizations. 

Program: Hospital-Affiliated Primary Care Centers 

Authority: PHS Act, Title III, Part D, Section 328 

Opp~rtunity for consumer involvement is made possible in 

this program through a hospital's establishment of a center as 

a distinct administrative unit with its own governance. A 

center's governing board or advisory board must be composed of 

a majority of individuals who are being served by the center 

and who, as a group, represent the individuals being served by 

the center. 

IU. STATE PORMOLA GRANTS 

Program: Maternal and Child Health Services 

Authority: Social Security Act, Title v, Section 503 

No public participation requirements for consumer involve

ment exist for the Agency's tvo formula grant programs, i.e., 

Maternal and Child Health (Social Security Act, Title V, Sec

tion 511) and Comprehensive Public Health Services,. PHS Act III, 

https://counc.il
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Par: D, Section 314D. T~e opportunity for achieving such in

volvement is largely dependent upon the grantees at the State 

level. Title V legislation, however, does suggest that grant

ees make a reasonable effort to solicit local project partici

pation from health professionals, consumers, service providers 

and representatives from public or nonprofit private agencies 

for the development and operation of the project. 

Program: Supplemental Security Income Disabled 

Children's Program 

Authority: Social Security Act, Title XVI, Part A, 

Section 1615 

This program requires that all State plans be made avail

able to the public, and all interested persons be given an op

portunity to comment on the plan development. All comments 

received are to be submitted with the State plan for consider

ation. 

IV. REGIONAL PROJECT GRANT SUPPORTED PROGRAMS 

Program: Emergency Medical Service (EMS) 

Authority: PBS Act, Title XII, Section 1209 

The EMS program is responsible for providing assistance 

and guidance in the development of comprehensive regional 

emergency medical service systems to States and local commun

ities. The EMS program is required to solicit, by legisla

tion, consumer participation and involvement in the making of 

pol'icy for EMS management entities. All local EMS councils or 
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advisory p~nels include consumer groups which influence the 

direction of the EMS programs and provide the focal points 

through which the public can access the EMS system with their 

complaints or recommendations. 
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Exhibit 5 

DEPARTMENT OF HEALTH AND HUMAN SERVICES 
OFFICE OF THE SECRETARY 

WASHINGTON. D,C. 20201 

Septerrber 25, 1980 

Mr, Louis Nunez 
Staff Director 
United States Commission 

on Civil Rights 
~ashington, D, C. 20425 

Dear Mr. Nunez: 

This is in response to your letter to Secretary Harris requesting answers 
to four questions .relating to the consultation the Commission sponsored 
on the civil rights aspects of health care delivery. 

The answers are attached. If we can be of any further assistance, 
please let me know. 

Sincerely, 

&:~&:fa-; 
Director 
Office for Civil Rights 

Attachment 
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Answers to c,uestions SUl:initted by the 
,U.S. ,civil Rights.canmission 

C,uestion: 

what is the policy.of DEBS in terms of affirmative action to help 
prorr.ote the equitable representation of minorities and women on 
advisory comnittees and other bodies active in making decisions 
concerning distribution of Federal funds within a State; for 
example, State Boards of Health, State MEdical Associations, and 
State Health Planning and D:!velopment Agencies? 

Answez:: 

Section 80.3(b)(l) of the regulation implementing Title VI of the 
Civil Rights Act of 1964 provides, in part, that no recipient may 
on grounds of race, color, or national origin: 

(vii) Deny a person the opportunity 
to participate as a member of a planning 
or advisory body which is an integral part 
of the program. 

'lhus, '.I:itle VI prohibits discrimination in making appointments to 
advisory committees, planning agencies and State boards if these 
entities receive F-ecieral funds and if their actions affect the 
allocation and expenditure of Federal funds. ·llavisory committees, 
planning agencies and State boards may not discriminate in selecting 
individual members. Nor may these entities adopt selection 
procedures which have the effect of discrirr.inating against minority 
persons as a group. '.I~e selection process must provide minority 
persons with an equal opportunity to be considered for appointment. 

Section 80 .3(b )( 6)( i) of the '.Iitle VI regulation provides that 
recipients must-take affirmative action to overcorre the effects 
of past dis9rimination. Section 80.3(b)(~) also provides that: 

(ii) Even in the absenc~ of such prior 
aiscrimination, a recipient in administering a 
program may take affirmative action to overcorrie 
the effects of conditions which resulted in 
limited participation by persons of a particular 
race, color, or national origin. 

In connection with this subject, the Office for .Civil Rights (OCR) 
received a complaint alleging that the appointment of only white 
comnissioners to the ~.tississippi Health Care.Comnission violates 
'.I·itle VI. '.!he Mississippi Health Care Cornrnission was designated 
by State statute as the State Health Planning and Development .P.gency 
(SBFDA). As a result of the complaint, OCR is investigating to 
determine whether the selection process was discrirrJnatory or, it 
the Comnission revises the process, whether the new procedures will 
ensure that minorities have equal access to membership. 'lhe Depart
ment has deferred full designation of the Cornrnission as the 
Iviississippi SiiPBA pending the outcome of the investigation. 

I 

i 

https://policy.of
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In response to another complaint, CCR investigated whether the appoint
ment of members to the Nississippi State Board of Health violated 
'.Litle VI. In the course of the investigation OCR received a report 
indicating that State law regarding the nomination process had been
revisea, resulting in the appoinbnent of blacks to the Board as well 
as black appointments to nominating committees. OCR determined that 
the revision of the law and the subsequent appointment of blacks 
to the Board resolved the matter. we will continue to monitor the 
situation to ensure continued compliance. 

'!he.Commission also mentioned the representation of women on advisory
corrmittees, State boards, and planning agencies. OCR's jurisdiction 
to investigate a complaint alleging sex discrimination in this area 
is limited. 'I-itle IX prohibits sex discrimination only in federally 
assisted education programs and activities. Although a variety of 
education programs continue to receive assistance from this Depart
ment, most of the Federal grant programs were transferred to the 
Deparbnent of Education. However, if an alleged case ,of discrimina
tion in this area falls within this Department's program jurisdic
tion, it could pursue the issue under the Fourteenth Amendment . 

.cuestion: 

what remedial action can DEES take in an instance where a dispro
portionate share of Medicaid funds is used by white beneficiaries? 
For exarrple, during testinPny it was noted that although only 25 
percent of the eligible l<iedicaia recipients in the State of 
Itlssissippi are white, they receive more than half - 50.5 percent -
of the Nedicaid funds dispensed in that State. 

Answez:: 

'Ihe remedial action the Deparbnent would require -would depend on 
two factors: (J,) whether the disproportionate expenditures were 
attributable, af least in part, to discriminatory practices; and 
(2) the nature of the discrimination. 'Ihus, OCR would not be able 
to specify a remedy without conducting a review which disclosed 
that discrimination was a contributing factor in the disproportionate 
expenditures. 

en January 21, 1980, CCR received a complaint alleging that the 
Mississippi Medicaid.Commission provides services with patterns 
of utilization which result in the disbursement of ~.ieaicaia funds 
to beneficiaries in a ratio that is discriminatory in violation 
of 'I-itle VI. 'Ihe complaint cited reports indicating that l<iedicaid 
funds are disbursed at a rate of $3.10 for white clients to 
$1.00 for black clients. 'Ihe complainant also reported that the 
.Commission was considering cutbacks in Medicaid services that 
-would adversely affect black persons. 
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'Io make.a,.determination, OCR examined statistics reflecting black 
and white.utilization rates for ll'leaicaid services as well as 
demographic data and data showing the number of Medicaid eligible 
persons by race and program. 'Ihe OCR Rl:lgional Office in Atlanta 
concluded that the ratio of disbursements to black and white clients 
did not appear to be discriminatory. A copy of the letter to the 
Mississippi Medicaid.Commission, st.nmnarizing the results of the 
investigation, is attacheo. In the letter, the Regional Office also 
reported that, at the time of the complaint investigation, no offi
cial actions had been taken to reouce Meaicaid services. We urrler
stand that cutbacks have been announced since that time. If OCR 
receives information indicating that the specific ~iedicaid cutbacks 
announced would have a discriminatory impact in violation of Title 
VI, we would conduct an investigation. 

Although OCR did not make a finding of discrimination in the 
above-mentioned complaint case, it should be emphasized that the 
disproportionate expenditure of Medicaid funds can be caused by 
discriminatory factors. For example, there could be illegal 
limitations placea on the amount, duration and scope of Medicaid 
services frequently used by blacks. Disproportionate expenditures 
could also result from a discriminatory selection of coverage 
groups to eliminate minority persons most likely to utilize 
services. 'Io remedy these types of practices, a State could be 
required to alter eligibility groups, scope of services, reimburse
ment procedures, or methods of administration (such as Medicaid 
transportation). 'Ihese remedies are distinct from an approach 
that might challenge discriminatory referral patterns to nursing 
homes or board and care facilities or discriminatory patterns in 
nursing homes. 

I 
.C,uestion: 

what is the r.epartment's position in the case.Clark v. Mssissippi 
state I-'..edical A-3sociation, and does the Department intend to enter 
the case as a friend of the court? 

Answer:: 

'Ihe Department has not examined or taken a position in this case. 
Nor has the corr!Plainant asked OCR for assistance or requesteo the 
r.epartment to file an amicus brief. 

According to our information, the case posed a challenge to a State 
statute requiring that members of the State Board of Health be 
nominated by the Mssissippi State .t,iedical Association. The Supreme
.Court of wississippi held that the statute was valid and that it 
did not constitute an unconstitutional infringement on the Governor's 
appointment authority. We are not aware of any further appeal having 
been filed in the case.[ 

I 
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Bowever, the central issue may be moot at this point inasmuch as the 
State legislature has evidently changed the manner in w-hich appoint
ments to the Board are maae. Our understanding is that the Governor 
may now appoint the thirteen members of the Board and is not required 
to accept nominations from the Association or any other organization. 
As indicated in answer to the first question, CCR found these changes 
acceptable under Title VI. 

. cuestion: 

Eave provisions been made to provide health services to inrnigrant 
communities, e.g., ,t,1iami? If so, is language being taken into 
account? 

llnswei::: 

Project grant tunas awarded to the State of 5lorida for venereal 
disease control and childhood immunization have~ supp]erriented by 
$~0~246 and $32,505, respectively, to ensure the provision of 
appropriate services to ~itian refugees. In addition,.~-new tqrget 
a~ea was established in Miami with grant funding of $345,300 for the 
irr,plementation of urban rat control activities in~ area with a 
significant population of Haitian refugees. 'Ihrough this supplemental 
awato, approximately 12 Haitian refugees were hired to assist in 
bridging the cultural and language gaps. 

Recently, $4.9 million has becorrie available for project grants to 
assist States and localities in meeting the puplic,health needs of 
the refugee population and in providing general health assessments of 
refugees. Grant awards will be issued by Septembe.r 30, 1980, ' 
directed primarily to Indochinese refugees. 

'lhe Bureau of .Conmunity Iiealth Services has allocated $1.7 million 
in supplemental funding to six COrnrnunity Health Centers in the State 
of Florida in order to provide services to Eaitiaiis and Cubans, with 
the: understanding that ECHS will also augment the Centers' grants 
in 1981. 

'lhe Haitians are being serviced by Haitian providers where possible 
and the Cubans by .Cuban providers where possible. In circumstances 
w-bere the providers do not speak the language, translators are 
readily available. 
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l-e!Drandum of Understanding 
Be'b.een 

The Office for Civil Rights 
and 

Public Health Service 

Exhibit 6 

I This Menorandum of Understanding be'b.een the Office for Civil Rights 

(CCR) and the Public Health Service (PHS) is designed to implenent 

the Secretary's p::>licy to maJr.e civil rights an essential and integral 

part of every program .in the Departnent. The Office for Civil Rights 

is responsible for planning, coordinating, reviewing and a~sing 

the departnent-..dde initiative to incorporate civil rights activities 

r 
,. 

into the program q:erations of the Principal Operating catp:::nents 

(POCs) • This responsibility includes providing technical assistance 

and ~ services to POCs for civil rights implenentation, preparing 

POC civil rights guidance materials, participating in training programs 

for POC staff and \-lOLY.ing with the Pees to identify broad issues 

hindering civil rights canpliance and developing appropriate strategies 

to renedy problems identified. 
"t 

Accordingly, the PHS has the responsibility to establish program 

p::>licies and procedures which can assist in achieving affirmatively, 

the objecti'ves of the civil rights statutes (Title VI of the Civil 

Rights kt of 1964, Title IX of the Education Arrendrrents of 1972 and 

Section 504 of the Rehabilitation kt of 1973). In carrying out this 

responsibility the PHS will take p::>sitive action to rE!!!OVe barriers 

that tend to exclude people from the benefits of its programs because 

I 
r 
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of race, national origin, sex or handicap. The ~se,of the activities 

undertaken by PHS is to help prevent discrimination and to assist

recipient c:atpliance with the civil rights authorities. 

In order to carry out this task effectively, the PHS and the Office for 

Civil Rights have certain reciprocal obligations. 

The responsibilities of the Office for Civil Rights will be to: 

1. Develop civil rights standards and procedures for inclusicn in PHS 

regular program reviews and audits. 

2. OVersee the establishnent of a data collection systen design to assess 

the participation and treatnent of \\'Cl!Eil, minorities, and handicapped 

persons in PHS grant prograns. 

3. Assist PHS to conduct training PJ:O:JLcilliS to carry out its civil 

rights responsibilities. 

4. Establish guidelines for the review of POC program regulations, 

directives and instructions to assure~ for the Departnent's 

civil rights authorities. 

5. SUpervise the developrent and awaid of contracts funded by OCR to 

provide civil rights technical assistance to PHS recipients. 

6. Guide PHS in the establishnent of programs to explain civil rights 

CCllpliance to their recipients. 

7. Assist PHS in the develO!l[ellt of nodel financial assistance pmjects 

to supp::,rt civil rights c:atpliance. 

8. Identify and refer existing civil rights agreenents to be 1!0Ilitored 

by PHS. 
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! 
9.. Design a proposed PHS civil rights activity repxting systsn, review 

and appraise the activities conducta:I, and periodically sul:lnij: 

progress reports to the Secretary. 

10. Coorclinate the developrent of a PHS Civil Rights Operating Plan to 

f includ!a priority selection of target activities and long-range 

planning to meet civil rights program requirerents. 

'llle responsibilities of PHS will be to: 

1. Furnish technical expertise and assistance to their assigned 

recipients about policies, practices and procedures for civil rights 

CO!!pliance and refer unresolved or CCI!1J?lex civil rights issues to 

r OCR for resolution. 

2. Initiate, in cooi;eration with OCR, orientation and training programs 

on civil rights requirenents for selected pr03rarn and recipient 

staff. 
5 

3. Utilize, to the extent feasible, financial resources to supp:>rt
-:ti. • 

civil rights equity, to prevent acts of discrimination and to 

assist in the raredy of past acts adversely affecting minorities, 

"WClleil and handicapped persons. 

4. M:mitor, in arrangenent with OCR, existing civil rights CCI!1J?liance 

agreerrents. 

5. Incorporate civil rights concerns into regular program review and 

audit activities to assure that benefits and services are delivered 

equitably to eligible minorities, \lo10lTeil and handicapped persons. 

6. Adopt systems for the collection of data an the participation of 

"WC!leil, minorities and handicapped persons in its programs, to 
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enable program officials to determine if grant applicants 

or recipients are violating civil rights requirements.,. 

7. Review, in cooperation with OCR, program regulations, 

directives and instructions to assure support for the 

Department's civil rights authorities. 

8. Set up, in agreement with OCR, a management structure and 

information system to carry out civil rights activities 

and evaluate progress. 

The attached Operating Plan details the specific civil rights 

activities to be carried out by PHS and OCR for the remainder of 

FY 79 and for FY 80. An Operating Plan for FY 81 will be 

developed and submitted to the Secretary for approval by 

July 11 1980. 

>'1 

At the request of either PHS or OCR this Memorandum of Under-

standing and/or Operating Plan may be amended, f1.S appropriate,. 

// --~ 
/~ ---f-.-/'I,-i6--7~· 

Director, OCR Date 

~L 2 71979
Approved by: 

Secretary, HEW Date 
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lll\l',\RTllrn!l:T l>l' JIEAl:ru, 1-:nt:CATI<>~•. ANll Wl\l.l'Ai,l'. 
(lfflt:f. 01' TIil\ Sf.t:Rl:TAR\" 

ro Dr. Julius B. Richmond um:, JUN 7 -1979r Assistant. Secretary for Health 
and Surgeon General 

Director 
Office for Civil Rights1-"JtU!'-.t 

SUBJf.C."T: Review of Memorandum of Unde~standing and FY 79-80 
Civil Rights Work Plan 

When the Secretary approved the Three Year Plan for Civil 
Rights Activities in the POCs, he directed that we develop 
a Memorandum of Understanding (MOU) and detailed civil 
rights Work Plan for each POC, spelling out for each 
activity the tasks OCR and the POC will perform, and the 
projected dates for completion of activities. 

The attached MOU and Work Plan have been developed jointly
by OC~ staff and members of your staff. I believe the 
Plan is workable and when fully implemented will make 
civil rights an integral part of the Department's programs. 

I would like to ask your personal cooperation and support 
in getting the MOU and Work Plan in place as quickly as 
possible. To do so, I would like to meet with you and 
members of Y,~ur staff sometime within the next two weeks. 
Gus Cheatham, Deputy Director for Program'Review and 
Assistance, rill be contacting you to make arrangements 
for the mee~ing. I hope~that you and I can sign the MOU 
and Work Plan very·soon so they can be forwarded to the 
Secretary for hts review by the end of June. I appreciate 
your support for this initiative and look forward to 
finally getting it off the ground. 

D11v1<1 S. Tatel 
uavi::l s. Tatel 

Attachment 
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Mem:lrandllm of Understanding 
Bet'l,.een 

The Office for Civil Rights 
and 

Public Health Service 

'!bis~ of Understanding l:et.rieen the Office for Civil Rights 

(OCR) and the Public Health Service (PHS) is designed to mplerent 

the Secretai:y' s policy to maJr.e civil rights an essential and integral 

part of every pl.09Ldlll in the Departnent. The Office for Civil Rights 

is resp:insible for plaming, COOLdil'lating, reviewing and ag;iraising 

the departn"ent~ initiative to inoo:rporate civil rights activities 

into the Pl.'-":JLdlll operations of the Principal Operating Caip:rlents 

(J?CCs). This resp:insibility includes providing technical assistance 

and sui;:port services to PCCs for civil rights i?lplenentation, preparing 

J?CC civil rights guidance rraterials, participating in tra:illing p:i:ogLdlli;:i 

for J?CC staff and ~:&.ing with the PCCs to identify bLOad issues 

h:indering civil rights carpliance and developing a~iate st:i:ategies 

to renedy prcblems identified. 

Accordingly, the PHS has the responsibility to establish prcx_;zam 

policies and procedures which can assist in achieving affi:anatively, 

the objectives of the civil rights statutes (Title VI of the Civil 

v'
Rights Act of 1964, Title IX of the Fducation Airend!!ents of 1972 and 

Section 504 of the Rehabilitation Act of 1973) . In canying out t."1is 

resp:insibility the PHS will take positive action to rem:rve barriers 

that tend to exclude people fL0lll the benefits of its prcx_;Ldlll::i because 
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of race, national origin, sex or handicap. The purpose o:f the act:i.Yities 

undertaken by PHS is to help prevent discrimira:tiai and to assist 

recipient caipliani:e with the civil rights authorities. 

In order to carry out this task effectively, the PHS and the Office for 

Civil Rights have certain reciprocal obligatiais. 

The resp:msil:tllities of the Office for Civil Rights will l::e to: 

1. Develop civil rights standards and procedures for inclusicn in PHS 

regular program rev:i.ews and audits. 

2. OVersee the establishrtent of a data collection system design to assess 

the participation and treatnent of \olCl!ell, minorities, and handicapped 

persons in PHS grant pl:Ograms. 

3. Assist PHS to conduct training pil)d.ta11::, to carry out its civil 

rights responsibilities. 

4. Establish guidelines for the review of PCC prog.tan regulations, 

directives and instrtJcticns to assure support for the Departrrent' s 

civil rights authorities. 

5. sui;:ervise the develoi;:rtent and awaxd of contracts funded by CCR to 

provide c.ivil rights tedmical assistance to PHS recipients. 

6. Guide PHS. in ~ establistment of prognms to explain civil rights 

cat1pliance to their recipients. 

7. Assist PHS in the develoi;:rrent of rrodel finar.cial assistance projects 

to SllppJrt civil rights canpliance. 

8. Identify and refer existing civil rights agrearents to l::e m:mitored 

by PF.S. 
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9. Design a prop::lsed PP.S civil rights activity ~;1 ~• reyiew 

and appraise the activities ccnducte:1, and :i;:erio:lically sul:mit 

ptegreSS rei;or'"...s to the Secretary. 

10. COordinate the develq:ltent of a PHS Civil Rights Operating Plan to 

incl.ooe priority selection of target activities and long-range 

planning to met civil rights pr03Latll ~ 

'!be resp:nsil::Jilities of PHS will be to: 

l. Fum:i.sh technical exr;ertise and assistance to their assigned 

:recipients ab:lut i;olicies, practices and pmc::edtJres. for civil rights . 
c:atpliance and refer unresolved or ccn;ilex civil rights issues to 

cx:R for resolution. 

2. Initiate, in ccqe:ration with cx:R, orientation and training p...~ 

al civil rights requiralents for selec-..ed PJ.03Latll and recipient 

staff. 
a 

3. utilize, to the extent feasible, f:il'la?r...al resourc:es to S1JP!iCrt 

civil rights equity, to prevent acts of discrll!linaticn and to 

assist in t.'le reaedy of past acts adversely affecting miDorities, 

'-ICl!el and bar~~-

4. M:lnitor, ir. an:angenent with OCR, existing ci~-1. rights catplianc:e 

agreena1ts. 

5. IrlcoLPJrate civil rights ccnce_..""15 into regular program review- and 

audit ac::"'..ivities to assure that "l:enefits and se..""Vic:es a;re delivered 

equitably to eligil::,le mi.-iorities,' 'li!.::Il1=.."l and handicapr;:ed persons. 

6. ii.dept systens for t.'1e collection of data en the par..icipation of 

'Wa!e."l, minorities ar.d handicapp:d p&scns i..-i its programs, to 

https://Fum:i.sh
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enable program officials to determine if grant applicart"ts 

or recipients are violating civil rights requirements. 

7. Review, in cooperation with OCR, program regulations, 

directives and instructions to assure support for the 

Department's civil rights authorities. 

8. Set up, in agreement with OCR, a management structure and 

information system to carry out civil rights activities 

and evaluate progress. 

The attached Operating Plan details the specific civil rights 

activities to be·carried out by PHS and OCR for the remainder of 

FY 79 and for FY 80. An Operating Plan for FY Bl will be 

developed and submitted to the Secretary for approval by 

July 11 1980. 

At the request of either PHS or OCR this Memorandum of Under
::l'. 

standing and/or Operating Plan may be amended, as appropriate. 

Signed by: 

Assistant Secretary for Health Director, OCR Date 

Approved by: 
Secretary, HEW Date 
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Date: 

Public Health Service a.'%1 O!TI.ce for C1V1l Ril!hts 
PO: 

Office of Pro;:;;= Review a."X! Assistance 

l. ?ro~ C:je:::ive: To ca."Tj' out the Secretary's initiative to ma.la= 
c:!.vil :-i~::s a.-i :!.r.::e;:-ai p~ o!' the mission 0!' the PHS. 

2. C;lera<;:!..-ig Objec";:!.ve: To manage FY 78 Supplemental Budget 
contracts to provide Section 504 Technical Assistance to 
3,100 recipients of PHS funds. 

3. PHS -=cs~·•~~.. s N"""'""'" (?roe;:-e::: $__ S&:: §__ Pe:-son Yea."'S:___ 

l:. o:::: Reso::..--:es :J:.e::e::: (Pro.;:-a-: $__ S&'E: $__ Person Y!!a.""S: ___) 

5- ::les:::-i;;<;i:::::: (Ka..-:-a";:!.ve desc:-'..;;tion o!' the a;:;::-...a::: to be taken.) 
OCR has approved and funded contracts with the Public Health 
Service to provide technical assistance to their grant recipients 
in the implementation of Section 504. These contracts were 
approved as part of HEW's Long Range 504 Technical Assistance 
Plan. OCR and PHS are co-monitoring the deliverables which 
include the logistical planning,training package, instructional 
approach, follow-up technical assistance and final evaluation 
of these contracts. 

There are separate contracts with the Health Resources 
Administration (HRAl the Health Services Administration 
(HsAi and the Alcohol, Drug Abuse, and Mental Health Admi
nistration (ADAMHA). 

https://Objec";:!.ve


CIVIL RJGIIIS <l'EAATIHl il-'" - - FISCAL mlRS 1979 • 1980 

!!!lli£ Health service encl 
trocl 

Office ror Civil Ri9hts 

l'rogrlllll 
Cbjectiw1 

. 
TO cany out thl! Secretary•• initiative, to make 
civil rights an integral part of the mission of 
the rns. 

~atl.onal 
Chjectlve1 To 11111nage FY 78 Supplemental Dudget contracts to provide Section 504 

Technical Assistance lo 05R r,,ntnlnnt.a of (PIISI rumls IIIRAI' I FY 1979 
JICl'J<N 8m'S ~.sl'OlSietr.IT 

run. IWI• lll'R, 1-V\Y 11.M: R/L~ 1100. Sfl'I'. OCT. ,-~· 'D&:. JNI. 
FY"l!IYO 

FED, twl. ,A~R. HIIY. ,nNK ...... 111.G ~·-·· 
Phase I 

1. Effective date or contract, 
Octoher 1, 1970. logistics 
plan developed, conrerence 
material approved and pilot 
presentation held. 

PHS/OCR/
HIAS -

VI 
0 
..... 

2. Present ten (IOI training
and orientation sessions 
for IIRA recipients In each 
realona 1 office. 

PHS/OCR
HIAS 

3. Summary report and i 1st or 
participants within one week 
or date or conrerence HIAS 

Quarterly progress reports HIAS - - --
Submit draft report on Phase 
with detailed activities, 
evaluation results, and re• 
commendations, to be reviewed 
by Project Officer. 

I 

HIAS -
l 
I 



--

CIVIL IUQll'S 01'1:ll/\TDlG II~" • - FISCAL YU\lt:l 1979 , l9UO 

Office for Civil RightsPublic~fLa~th Service and---~ 
Progt-111'11 
<bjectivei TO can;y oot tllB Secretary'& 1nltlatlvc, to 11\lke 

civil riqhi:,, 'Ill integral part of Olll p,ii;slon of 
tho PIIS. 

Operatkinal 
Cbjectivea io 1111naye FY 78 Supp lementa 1 Budget contracts lo ~rovlde Sect I on 504ec1m ca A«I•••-•' tn 1)5~' , f"l-p>entStlfPIIS funds. (HRA) 

ff l!IUO~IBIT.IT ~ t-V 1919 
FEB, HI\R, l\PR, WIY lLtlE Rff.Y Alli, SEPT. OCT, IOI, DI'£, JAN. n:e. HI\R. l\PR. HI\YACTIOO STEPS ~,_ IJ..,y ,...... = 

6. final report on Phase I NIAS 

Phase II 

s VI 
7. If necessary, contact may PIIS/OCR

be extended for 6 months 
fro111 date of option. 

8 OCR evaluates impact of 
training and submits OCR 
report to Director, OCR. 

,, 
\ 

II I I 



CIVIL RIGIII'S Ol'ERATIOO H.>" • -

Publi_~ Health Service And 
!ro::I 

ProgrA111 
<l>jective1 To cany out the Secret:aty's initiative, to IMke 

civil dght:s an integral part of u., mission of 
tlia PUS, 

Operational 
<l>JectJ.ve1 

1. 

2. 

3. 

4. 

5, 

6 

7 

C 55 

ICl'IW S'l1!1'S 

Effective date of contracts, 
October I, 1978, Logistics 
plan developed, conference 
ina terla I approved and pffo t 
presentation held. 

Implement twenty (20) trafnh g
sessfons·to reclpfeQts. 

Tra In Ing of Contractor 

follow-up TA 

Honthly progress reports 

Fina I report f;rom contracl OJ.' 

OCR evaluatea impact 
of training and submits 
;reports to Di;recto;r, 
OCR, 

'B~.LeM-:t-of-(PUS) ,'ands, (IM) 
£SPOlSIBILIT ~ Fl( 1979 

FISCAL YE1\llS 1979 , 1980 
B 

office for Civil Rl9hts 

Flt l~UO 
FEil. Hllll. l\PR. W\Y Jl.tlE ..,,.,y 111.C. SEl'T. oc:r. IOI. DOC. JIiii. FEB. MAR. l\PR, MIIY AUi ,.,..."' lE ""'·· 

PHS/OCJl/ 
NHS 

VI 
0
l..,l 

PUS/OCR
P&ltS 

CRC -
P&US ' 
P&HS 

P&US --
OCR 

l 
I 



CIVIL RIGlll'S Ol'ERATilll PUIH • • FISCAL YF.ARS J!l1g , 1980 
C 

Publig_ Health Service 
lro-::1 

and Office ror Civil Rights 

Pl"ogram 
Cl>jectlvo1 'l\'.) carry out the Secretary's initiative, to IMke 

civil rights llll integral part of thl mlliSion of 
the r11s. 

~ational
Cl>jec:Uve1 To ■ anage FY 78 Supple ■ ental Budget contracts to provide Section S04 

Technical Assistance to 25D rocinients of PIIS funds I (ADAMIIA) 
FY 1!17!1

M:1'100 S'IU'S resPQISIBtr.11 '"n:ii: MAR, IIPR, MI\Y n.tlE JULY'"' . SEPT. a::r. NJ\I, DEC, JI\N, 
Fl/ l!IUO 

FED, MAR, ,aPR, -y UINK .... y ...,. ......... 
1, Bftectlve date of 

contract (9/30/78-subje t 
to change) Logistics pl n 
and conference ■ aterial 
development begins, 

PIIS/OC~ 

RG I Ut 

~ 
2, 

3, 

4, 

Award of Sub-Contractor 

Contractors attend 504 
training In Denver, 

Materials In No, l abov, 
approved and, (ll l.ot pre•
sentatlon held, 

PUS/OCR 

RG 

PUS/OCR 

RG -

-

s. I ■ plement 10 training
sessions for recipients
21a days each, 

6, Monthly progress report 
;,, 

7.• Final report 

PIIS/OCR 
~G 

RG 

RG 

• I 
~ 

-
8, ADAMIIA provides follow• 

ur TA to assess effec• 
t veness of training. 

PHS/RG 

l 
I 



CIVD, Rmrrs Ol'EllhTJlli Pl.lllf • • FISCIIL YEIIM 1979 , 1980 

C 

and Office ror civil Rlqhts 

l'mgrlllll 
ChjectJve1 'I'> cany oot tho Secretary111 initiative, to lllilke 

civil dghta an integral part of 1Uio lllioslon of 
tho l'IIS, 

~al:1'lnal To manage FY 78 supplemental Budget contracts to provide 
<bjcctivea Section 504 Technical Assistance to 250 recipient11 of PIIS 

Fn-~.. ft1.n11.un11. \ 

FY 1979ACTIClfsm>s lllSl'OlSIBILIT FY l!IU0 
'.1ffi: WJI, APR, Hl'.Y JUlE JULY Alll. SEPT, CCI'. tm. DEX:. JAN. FEB. HAR. •=R, HIIY ..- 11.1.Y MXl ~---

9, OCR evaluate ■ training 
impact and yubmits OCR l.11ruvarbs to D rector, OCR 0 

l.11 

,. 

l 
I 
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Date: 

Public Health Service Office ro:- Civil Ri~ts 
POC 

O!'fice of Proi.:-a.~ Review a.-r- Assist2.11ce . 

1. Prog:-a"!l 0-oje::ive: To ca."':'Y out t!'le Sec:-eta.ry's initia~ive to make 
civil :-ib-"l~s a."l i:.:e~ pa:-': of the mission of the PHS. 

2. ~rat:L-ig uoject!vs: To provide 504 technical assistance to 
1500 recipients through the developmer.t, award and 
monitoring or contracts. 

3- PHS Reso:i..-ces Nee:e=.: (~g:-a.~ $__ S&E $___ Person Yea..""S :___). 
.ti. ~ Reso:::-:es n::::.e:: (?rog:-a.-:: $ S&::: $ Person Y~a.--s:__) 

5. Desc:'iption: (Na..-:·a:~ive desc!"iptio:1 o~ the app~a::: to be take."'l.) 
HEW's 504 Technical Assistance Plan calls for 504 TA to be 
provide<l through contracting with non-Federal experts since 
the HEW recipients which must comply with 504 requirements 
comprise a di~er~ity of institutions and organi:ations with 
complex needs. These needs cannot be met with in-house 
resources presently available. OCR and the PHS will work 
to~ether to identify recipient 504 TA needs, develop the 
RFPs, award and monitor the contracts. 



CIVIL RIGfl'S OPERATIW PUN - - FISCAL YJ:rulS 1979 , 1980 

~.«2,...!!!.tlt.h Sorylco; and Office for civil Rights 

Program 
<bjective, 'lb carry out the Secretary's initiative, to 11\>ke 

civil ri!)hts an integral part of loo aniesion of 
the PIIS. 

~ational 
<bjectivea To provide 504 Tochnical Asslstanco to 1500 recipient• throu9h 

and ~onlLoring ot contracts. 
I I . 

l\Cl'IOO Sl'Ei'S £.Sl'GISIBJTJ'I' 
FEB. H/Ul. l\l'R. HAY JltlE Rn.Y Atx;. SEl'T. 

the duvolopmont 1 

OCT. tllV. DOC. 

AWA~d 

t'Y l ~ UO 
JAN. FED. MAR. l\l'R. •11\Y JltlE RILY AOO SEPT 

1. PIIS and OCR review and PIIS 
idontlfy 504 TA nuoda OCR/OPRA 
of recJpJ.ento. 

a. t:otablloh Jm11act goals 
to meet tha SectiOu 504 OCR/OPRA 
TA needs of recipiontu. 

~ 

~ 

l/1 

~ 

J. eased on 11 and 2 above, 
assist PIIS in drafllng 
proposed 504 TA RFPs. 

OCR/OPRI\ --
4. Duvelop And transmit HOU 

to PIIS transferring OCR PIIS 
monies to fund contracts ,OCR/OP RA -

5. Approve 
by PIIS. 

RFPa for ieauran ·o PUS 
OCR/DPRA ~-, 

6. Participalo in rovlow 
panela leading to the 
awnrd of contrActa. 

1. Approve award of contrac 

PIIS 
OCR/OPRA 

a, OCR/PIIS 

. I 

I
I 

I 
I 



CIVU. RIGlll'S Ol•£RATIOO PlAN - - FISCAL YJ::IIIIS 1979 , 1900 

and Office for Civil Riqhtel'ulJ'I 11: ..!H!.!.J.,ih sorvlco 

P.roc,Jram 
Cbjectiw1 'lb carry out UlO Sccrotary'e initiative, lo mako 

civil rights illl Jnu."]ral part of UlO mission of 
UlO i'IIS, 

(\lor11t l.onal To provlJo 504 Tocl1nlcal Aoulotance to 1~00 rocipJents Lhrougla tho development,Cbject.ivo I 
AWdrJ dnd monitori1ag of contracts 

l\Cl'10l 6TEl>S 
t'V 1979 

£Sl'QISIBU.IT Em. 111\ll, APR, HAY !TINE JULY All". SEPT. ocr. !DJ. DEX:. JAN. 
F'i l~UO 

FEB. 111\ll. APR. HAY !WE nn,y AW :iil'T 

a. PartlcJputu wl th con-
trt1ctor and PIIS puruon al 
In lnill•l confuroncoa OCR/OPIIA 
to diocuae otatu1Dcnta 
of work ruqulrod by 
contract provlolono. 

-- VI 
0 
00 

9. Aeulut PUS 1irojucL 
officer In tho duvololl 
J:QOOl of procdduruo to 
uvaluatu proqreau of 
contrAclu. 

OCR/OPIIA 

10. HonJ tor contract 
roclpiont ttalnlng. 

PIIS/OCR 

11. Honitor and QOBOOU 

rcclplent progroua In 
meotlnlJ ast•hllahad 
Impact goals, 

PIIS/OCR 

,, 
,, 

, 

12. IJaood on 10 , and 11 
al>nVO, prO(Jcll'O a 
report ovoluatln9 
tralnln9 and achiovu-
lllont of impact yoala. 

i'IIS/OCR 
OPRA 

I 
I 

-
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CIV!L RIGH'!S OPERATING PI.A.~ - ms-so 

Date: ________ 

Public Health Service am Office ror Civil P~pts 
POC 

Office of ?:'Os:::-a."":: R~ew a.'7! Assista.~ee 

l. Prog:-a'll Objeetive: To ca.""TY out t:ie Sec.-eta.-y's witiative to make 
civil riE;.'lts a."l :intes:-aJ. pa:-t or the mission or the PHS. 

2. O;lerating Object!.ve: To design civil rights discretionary 
pre-grant review standards and procedures and incorporate 
into 100 grant programs. 

\3. PHS Resou..""Ces Nee:e::!: (?rog:-a.-:i s__ S&E $__ ?e:::-son Yea."'S:___) 

CCR Reso~-ces (P:-og:-a.":: $__ S&':: $__ Pe:::-son Y~a."'S :___) 

5- Description: (Na..""!'2.tive des::ription o!' the ap:;:ir::a= to be taken.) 
The Department of Justice Title VI Coordinating Regulations 
(Sec. 42.407 (b)) require, prior to approving the award of a 
grant of Federal financial assistance, that a written 
compliance deter~ination be made based upon data supplied 
by the applicant. "similar, although less explicit, require
ments exist under the other major civil rights statutes 
administered by the Department (Title IX and Section 504), 
and provide the Department with authority to investigate 
ap.plica_nts•_compliance with these statutes prior to the time 
grants are awarded. To bring the Department into conformity 
with the Justice Department Title VI Regulation and to assure 
that grant applicants are in compliance with Title IX and 
504, pre-grant application review procedures need to be 
developed, field tested and implemented. This is a major 
unuertaking and will have a substantial impact since HEW 
funds over 60,000 discr~tionary grants~ year. OPRA will 
w~rk closely with C&E, SP&R and OGC and the OS Division of 
Grants Policy and Regulation Development and the POCs to 
design and implement such a system. 

https://Object!.ve


CIVIL RJGlll'S Ol'Elll\TJNG 1/U\N • • FISCAL YFAllS 1979 , 1980 

_!!Jl!!.Ll.£...l!!l.!!.\th service and Office for Civil Rights 

Program 
Dljectlvoa 'lb cany wt tho Sccretary'o initiative, lD ll'dko 

civil rl<lhts an lnl:.c<jral part of U,o mission of 
tho 1'115, 

Operational
Dljectlvea To dool9n civil 

and incoroorate 
rl9hlu dlscrullonary pro-grant 
Jnto JOO grant programa. 

review standards and procedurea 

J\CTIOO STEl'S £Sf'OOSIBUJT~ 
FEB. 

FY 1!179 

HI\R• APR, ,~Y ne: JULY AIC, SEPT. OCT. tm. DEC. JAN, 
FY l~UO 

FEB, 111\R. APR, HAY IIIM-: 11m.Y AIC 5El'l' 

1. conduct exploratory 
dlocusaiona with 
Justice Departaont. 

OCR/OPRl\ --
V'e-l, Aoaemblo pre-grant re-

view work qroupa Crepe, 
from POCs, OS Div, of 
Grants Policy, OGC, 
C~E and SP,RI, 

--
0 

J. work group ldontlf lea 
iosues that need lo be 
researched and inakeo 
umall group/Individual 
work aeeignmonts. 

--

4. Nork group reassembles 
and drarto dlacret loner~ 
pre-gra.nt review pro-
codureo proposal. 

1 
-

a. Pro-grant review• pro• 
poaal, formally 
circulated to Poca, 
OS Div, of Granla 
Policy, OGC, cu; and 
SP,R for co•ment11. 

6. a aenta I cop ra d -✓ 

1-

~ 

I 

I ' 



CIVIi, RIGlll'S Ol'llllATJNa l'U\N • - PISCJIL YEI\RS 1979 , !980 

ruhl le llt',"llth-.--·- . SorY'lcc and Office ror civil Rights 

Program 
U,jective, 'I'? carry out the Secretary's Jnl~fotlve, to IMke 

civil righl:11 an 1nl:c(Jral part of ·u., mission of 
the 1'115. I 

~Ational 
U,jectlve1 To doeign clyil rights diucrotJonary pre•grant reviow otandarda and procoduroa and 

incorj1or~tc inlc> JOO grant pr~gra~o. 

ICl'I<ll STEPS GlSPOISIBU.IT~ 
FED. 

7. Prciposal sul>ml tted to OCR 
Dir. OCR for approval 

e. l>ir,ector, OCR approveo 
pre-grant review and OCR 
submits procedures to 
the secretary for approv ll-

FY J!J7g 
HAil, APR. KW 11.tlE RILY iux:. SEPT. ocr. ta.f. 

~ 

-

DEi:. JAN. 
Fl/ i~uo 

FED. HAR. APR. -Y "'~- "'"y AU• ,,_,. 

VI ...... ..... 

9. Secretary approves, 
Pro-grant review pro• 
cedur8& publlehod in 
Federal Rogi,:1ter. 

OCR 
~ 

o, OPIIA works with 
draft RFPs, 

PHS to OCR/OPRA ~ 

1. Contract awarded. 

2. PUS implements pre~gran 
application review pro"'-
cedures for eelect 
dlecrotionary grants. 

OCR 

PIIS 
n 1 

a, OPRA monltora progroaa 
and prepare& periodic 
evaluation reporta. 

OCII/OPRA 

I I 
-A 
I 

1 
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Date: 

MANAG~~ OEJ'ECI'IVES 

Public Health Service Office fO!' Civil Rights 

Office of Pros:a; Review and Assistance 

l. P:-og:-a'li O=jec'tive: '!o ca."'!'Y out t~ Sec:-eta.ry's initiative to make 
civil !'i~.:s a."l :!.ntes:-aJ. pa:-t of the mission of the PHS. 

2. O;:lerat:i!-.g Objective: To train 88 staff to complete 500 Section 
504 regulation briefings in FY so. 

3. PHS Rescu..""Ces !.Jee1e=.: (?!'Og;:'2.-:: $ S&E $ Pe!'Son Years:__) 

ll. o::: Reso:.:!":es !!e-s::s::.: (?:-og:::-a.-:: $ SE $ Pe!'Son Y~a.""S:__) 

5. Des::!'iption: (l,~""!"at!ve desc!'iption of the app!'Oa:::. to be taken.) 
The Director OCR has requested that PHS participate in OCR's 
contract to prepare selected program monitors to conduct 
504 regulation briefings of its recipients. Briefing reports 
will be forwarded to OCR/OPRA. OCR will use the reports to 
identify recipients with the greatest needs fo~ follow-up 
briefings, will discuss with them their self-evaluation 
studies, transition plans, grievance machinery and the assign
ments of responsibility to manage the 504 requirements and 
outreach efforts. Printed materials will be left with the 
recipient to encourage greater understanding and receptivity 
to compliance with 504. 
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_.l'JLL ...------
&1111 Office for civil Rights 

Program 
U>ject.tw, To cany out the Secretaly' ■ lnltlatlve, to lllilke 

civil right■ 1111 integral part of the lal1111ion of 
the 111111. 

q,eraUonalU>ject.ivea To train ue ■ tafl to co ■ pleU 500 section 504 regulation brlaUn11• in rv 80 

MmOOS'm'S 
t-Y 1979 

£SPCNSIB1LI'l' ~ 
ftll. WJI• APR. HI\Y JltlE 11.1.Y lUXl. SEPl'. OC'l'. ,--. mx:. JAN. 

Flt l!IPO 
FEB. HAR. APR. HU JIN< n•Y AOO ~·-

1. Training contr•ct OCR/DPRA 
awarded. 

a. IIUot for baalc trainin~ OCA/OIIRA 
courae conducted and 
TA ■ aterial ■ approved. 

-
CD IIL~ irBD - '6 bpte 1ber 11178 

VI-w 

l. 11116 ■ tatr trained to 
conduct 504 r"gulatlon 
briefing 

4. Contractor oub11il11 
final re11ort to OCR. 

cOntractoi-

Contractor 

I--

-
5, 11119 conducta 504 

briefing• with grant 
rdci11iontw. 

6. 11115 auseaaea results of 
briofinga and proparea 
impact evaluation 
report ■ • 

11118 

11116 

, 

' 

' 

I H..GO HG 

t H•GD HG 

I 
. 

-. 

1, 11115 aubtll ta briefill'il 
H•GD HG

l ■ pact avaluat&on 1111S t 

roport11 to OCR. ' lI I 
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CI\1!!. iUG:-r:'S O?:::RA'!I!-1G PLANS - FY79-80 

Date: 

Public Health Service 
?OC 

2..-xi Office for CiVil P.if!Pts 

Office of Pros:§= Review a."ld Assistance 

. 
l. Pro~ Ol::J:1c:h-e: To Ca.'":"./ out the Sec:-eta.ry's initiative to make 

ciVil :-ig."ts a."l ir.:ee;-~ pa:-t of the rr.ission of the PHS. 

2. Cpe!'ati."lg Objective: To inteqrate Title VI ap.d Section 504 
into Health System Agency (HSA) and State Health Planning 
and Development Agency (SHPDA) programs. 

5. ::es:::1.;~io~: (Na..-:·a::ive desc~!;tion or the a;p~a=. to be taken.) 
The General Accounting Office, as part of its Title VI 
Federal-wide study, is conducting an in-depth review of 
Title VI aspects of Health Planning Programs. Pre-liminary
discussions with GAO staff indicate that by April, 1~79 
they will propose substantial Title VI administrative 
changes in Health Planning Programs. 

PHS Title XV regulation changes have alre~dy been proposed
by OCR. OCR and PHS will work together to establish and 
support a Title VI and Section 504 management system for 
health planning agencies. The program will correspond to 
the GAO recommendations and the Department's civil rights
initiative with POCs. 



CIVIL Rimrs OPEllATIOO Ut" - - FISCAL YfJ\RS 1979 , 1980 

Public Health Service and
--·-tiiX:1 

Office for Civil Rlqhta 

Progr1111 
Cbjectlvea '11:> CAl'I)' out the Secretary'• initiative, to nuke 

civil rlqhta an lnteqral part of U,e mission of 
tlMl PIIS, 

~atlonal 
Cbjective, To integrate Title VI and Section 504 info (lc;,11:h llyntcm I\Qoncv (115,\I

and State llolllth Plannino and IJevelon em n t ""enrv ISIIPDIII --~ur" fflR' 
FY 1979 

ACTIW Sl'EPS £SPQlSJBir,l1 FED. MAR, I\PR, MI\Y ,·. r.T11'm IIJl,Y IIOO. Stl'T. IOI. 01i:. JIiii. 
FY l~UO 

run. l'Wl, /IPR, HIIY mm ,...,y r,;rr. ~ 

2 

Final GAO lloalth System 
llcency (USA) Title VI 
report completed 

Incorporate GI\O report 
recommendations into 
draft IISA Guidelines 

OCR/OSPR 

--
1---

VI-VI 

3 Circulate Guidelines 
for comment 

" ~ 

,, 

4 

5 

Revise Guidelines as 
appropriate 

Forward Guidelines to 
Executive Secretary 

" 

.. 
~ 

~ 

6 Socrctnry approves 
publication of 11511 
Guidelines for comment

• 
" ~ 

I 

l 
I 
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Progralll 
a.jectiwa 

Public Health 
-·-,roc 

• 
'I'> carry out the Secret:ary'a lnitlatlvo, to m>lte 
civil rlghl:II an int.cgt"al part of Ul<l llllssion of 
the PIIS. 

Service and office for Civil Rights 

~atlonal 
<lljoctlwa To integrate Title VI end Section 504 into Health System Agency (IISAI

and State Health Planninq and Development j\gr.nr.y (611P~al --...... - .. 
• 11' t'Y 1979

ACl'JCNlmJ'S JBU,I _~ ,.._FEB.. """. APR. HI\Y 11.tlE JULY AI.C. SEPT. IOI. DEX!, JNI. 

-
Flt' uao 

FEB,. HIIR. 

--- ----------- ---

APR. HI\Y u,r,u-.; UlLY IAI.G PUT 

' 
7. IISl\ Guidelines publisho

in FeJerol Register for 
comment 

OCR/OSPR 

VI-8. Revise IISA Guidelines OCR/OSPR ' 0\ 

9, IISA Guidelines publishe,
in final OCR/OSPR 

o. Joint rllS/OrRA work 
srouf prepares Training 
curr culua 

l l. Train PIIS (llnA) staff 

l 2. Conduct IISA checklist 
reviews 

rus1or.R/
Ol'RA 

OCR/OPRA 

PIIS/llnA 

y 

y 

8 

8 

.1 J, Evaluate and asseus 
impact of reviews 

OCR/IIRA 

1•• Prepare periodic reporth
with specific recomrnen- OCR/llllA
dationu for improvement
of programs, 

f 
I 
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CIV""~ RIG:-,.--:S O~TINu PIA.~ - FY79-80 

Date: 

:r-rutt.'.E•"="~ OEJECTI\IES 

Public Health service an:i Office for Civil Riots 
FCC 

Office of Pree-a:: rie\'iew a."ld Assista."l.ce . 
~ncyr:,-.:..-ea:.i 

l. Prog:-am O::je:tive: To C2.."TY out the Secreta..--y's initiative to make 
civil rig:;ts a.-i ir.tee;-al p2:": of the mission of the PHS. 

2. Q;)erating Oojecti\'!!: To increase the program accessibility of 
recipient facilities. 

3- PHS Resou:-ces Nee:::e:::: (Prog:-2.--:: $_,__ S&E $___ Person Years:___) 

4. ex:?. Resoi::-ces ,1:-::::e:::: (Pro~--:: $__ S&:: $__ Person Y~a.."'"S:___) 

5. Description: (li:1=...-rative descriptio.-i of the ap;:,:-::ia:h to be taken.) 
"Program. Ac.cessibility" is perhaps the key term in Section 504. 
Programs and activities must be accessible if discrimination 
is to be eliminated and handicapped p~~sons are to be afforde4 
equal opportunitie~ for full participation. 

A checklist of items to be used by HEW staff who visit recipient 
facilities will be developed and approved. A management system 
to coordinate the results of the checklist visits will be 
establ~shedi a training program to prepare staff will be con
ducted; technical assistance will be provided by OCR and moni
toring conducted. Violations of Section 504"which cannot be 
resolved by PHS will be referred to OCR. 

https://Assista."l.ce


CIVIL RIGIH'S Ol'ERATJNG PLI\N - - FISCAL YFAllS 1979 , 1900 

and office for Civil Ri9hts~.llflAllh soryico 

Progrlllll 
Cbjectlw1 To cany out the Secretary's initiative, to ll>'lkc 

civil dghts an inte<;Jral part of tl111 lliisaion of 
tll8 PUS, 

::peratiooal 
To Increase tho progra• accessibility of recipient facilities.Cbjectlve1 

l,Ci'IW sraPS 
fY 1979 

ll'S-'OlSIBILI'I FED. iwt. APR, HI\Y .urm JULY AI.G. SEPT, ocr. tm. ca::. JAN. 
FY l!JUO 

FEB. tlllR. APR• MIIY mm IJULY AID .....,,;-

l. OSPR/C,E and PUS dovolo1 
a prograa accessibility 
chockliat, 

l. socura approval of 
chockliat fro• OCR and 
PUS. 

PUS/OCR 

PUS/OCR 

Ut ..... 
00 

J. oovelop program accea-
aibllity Rt'P. 

PUS 
OCR/OPRA f--.--.-. 

4. Seloct contractor 
train PUS staff. 

to . 
~-

5. Train POC staff to 
conduct accouslbillty 
review&. 

. 
i--

6. PUS conducts accssslbll 
raviuwa of roe i11iontu. 

ty . ON~G ING 
r 

1. PUS roquiros rocJpiento 
to take re•edial 
action to meet chock-
liet standards, 

. ON"'G IHG -
e. PUS pruparee brief ro~ 

port outllnlny actions 
ON~G ING I 

I 
, 
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and Office for Civil Rights 

>rogram 
lljectiw1 To carry out tho Secret:ary'11 initiative, to IMke 

civil ri9htll an f'lt<.>gral part of u .. 111i11Uion of 
tho PUS. 

lperatlooal 
bjoct.111111 To increase Lhe program acceaulbility of recipient facilities. 

1.CTICN &"IU'S £Sl'QlSJ:BILIT -reB. HAR. J\PR. 

W 1919 

HI\Y JlllE ,nu,Y AOO. SEPl'. rer. tm. oa::. JAN. 
FV WUO 

mii. HAR. JIPR. MAY TltlE ,nu,Y AlG h'Fl'r 

,. 
i. PUS forwnrdu roporte an 

any unruuolved accesel- PIIS 
n, .r:m1lr: . 

bJ.lity iueueu to OCR, 
c,B for follow up actio11 

OCR/OPRA 

I 
I 
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CIVIL EIG:-i'!S O~lu PT...A.~ - ms-so 

Date: 

Public Health Service an:l Offlce for Civil Rights
POC 

Offlce of ?:-oc:-a~ Re,.'iew an::l. Assista"lce 

l. I':rog:'2lll ~je::tive: To ca."TY 0'.lt the Secreta.ry's :!.nitiative to make 
civil ri~';s a.-i ir.::ee;:-al ;::a:-: of the rriission of the PHS . 

.2. Operati.'lg Object:!.,':!: To develop at least one financial•assistance 
proposal for PHS to help its recipi~nts comply with civil 
rights statutes. 

3. PHS Resou:-ces N:e::ed: C?:oe:-2..! $__ S&E $___ Person Years:___) 

Ji. O:?. :!es=-.:..-ces !!ee::e::: (~e:,!a:~ $__ S&:: !___ .Person Y~a."'S:___) 

5- Dssc..-i;:::';io:1: (Ka..-:ra';ive des::ti:;:l':io:1 o!' t."le app::-:2.:h to be taken. ) 
The Secretary has asked OCR to research financial assistance 
proposa·ls to assist HEW recipients in complying with the civil 
rights authorities. Presently, two OE programs (ESAA and 
Title VI ) provide. funds for activities related to Titles VI 
and IX. New funds to help recipients implement Title VI in 
higher edcuation and ~itle IX have been proposed to the 
Secretary for inclusion in the FY 80 budget. Two studies 
are presently und•r contract to evaluate recipients' needs for 
financial assistance to implement Section 504. (Title V o'.f the 

.1978 Rehabilitation Act Amendments requires that HEW estimate 
the cost of barrier removal to States and their political 
subdivisions.) There is a major need for such financial 
assistance programs, especially in light of accelerated policy 
development and other new compliance requirements. 



CML nmrrs Ol'£11ATruG Pl/IN - - FISCAL Yl::l\llS 1919 , 1980 

1111d 
• 

Office for civil Rights 

Program 
O>jectlw1 To cany out tho &lcret:ary 'a ini tiatlvo, to mwu, 

civil riyhta 1111 integral part of the llli8Slon of 
tilt! PUS. 

~11ttaial 
Chjectiw1 To d~vulop 

ruc:i >i.:1nta 
at leaot one findncial aaeiatance proposal 
comply with civil rights utatute11. 

for PIIS to holp its 

I.CTI<tl STEPS 
. 

tY 1919 

Al'R. K\Y nm JULY IAlr.. SEPT, OCT, oov. 00::. JAN• 
FY 1~80 

FEB. HAR. APR. HAY "'~"' mu AIIl Oi>Yr 

1 1 Aaue~blo A r1n~11cial 
Asaieta11ce)~rovoa~l T~s 
force co11111oued of cepte 
■ dntatlvoa of tl,e 
Education Dlvlolon IDE, 
HIE, IHS attd ASBI and 
OCR IOl'RA 1 OSPR, OCE 
and OHAI. 

ED/OCR ......... Ut 
N-

2, Deturmina the moat 
bonuflcial, coal~ 
effectjvu onJ political 
feasible propoual to 
~ueiel Education 
Dlvlalon ~uclpients, 

ED/OCR 
y 

1.......-

J. Dulermlno wl1utl1er prose 
logiolation can be 
oxpandud to lncludo 
provoaal. 

t 
,........ fl 

•• If "yes1, circulAte to 
EJucAtion Divlaton and 
OCR for COIZlfflUhl, reviau 
au appropriate and 
develop utrate9y to~ 
iaplumontation. 

.. 

l 
I 
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l'ubl le lloal th Service and Office for Civil Rights 
---·- (rooJ 

Program 
CbjectiYOI To cany out tha Secrel:My'o initiative, to 11\ilke 

civil d!)hta on integral part of Uie lllisaion of 
tha 1'116, 

~ational 
CbjectiYOI To davolop at least ono financial assistance proposal for PIISto helu its recipients 

,.._._ -·-· . , ,..,,t,., " ,. .......... ........... 1 .. 

I\Cl'IOO S'l'El'S 
I 

~'l'OlSIBltl1 
FEB. MI\R• APR, 

FV 197!1 

HI\Y rum nn.Y AOO. SEPT, OCT. tlll/. Dl:l:, JAN, 
t'l/ IUUO 

FEB. MAR. APII. HAY ,nN.C 11111,y AW ~·~•' 

5. If "no" work wl lh OSl'I 
and OHi\ to dovulop ED/OCR 
loglalativo 11ropoonl 
and uubmit t:o Congrea& Ul 
tl,rougl1 chAnnelu. ~ 

6, Ba.ued on oxpur.ionce of 
the J::ducatlon Divlolon OIIDS 
Financial AseloLanco IICl'A 
proposal 
auuomble 

Tuk Force, 
a Task Forco 

PIIS,SSI\ 
OCR 

,~ 
composed of ~epreaen-
tativoa of OCR COPRA, 
OSl'R, OCt:, OHA) and 
IJDS, IICt'A, PUS and SSL 

1, Duterialne Lho most 
b.ineflcl 

0 
a,l, cqat-efto-

tivu AIIII 1101itic111ly 
foaslblu l>ropouu 1a, 
and uolect ona tor Pllf. 

PUS/OCR 1~ 

If 11ouslblo, thouo 
should bu In the !:SAIi --
forP1at Ulnanclal 
auuleternca with built• , 
in incontlveu). 

,. . 
I 

t 
I 
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IU1d Office for cJvJl RJqhta..J!.u.liUJ,:.-~M:, so rv Ico 

'l"Ogrllll 
bjectiwu To carry out the Secret:My'11 JnJtJatJve, t.o IMke 

cJvJl rlghtll an integral part of tlie IRJWJJon of 
tl18 PUS. 

peraUanal 
To develop at leaot one Unanchl aoolotance ,propo•Al tor PHS to help J:tabjectiw11 
ruclpienta coaply with civil right• atatutea 

FY 1979 FY l!IUO
AC1'JQf Bml'S ~ 

mi. K\11. APR. ,_. ,.,_ ,..... MD. SEPT. err. ~-·. DEI:. JAN. ff:11. 'HAIi, APR. IWl MD 

a. PIIS/OCR deteralne whetl br 
i,...,.....

pr• ■ ent legislation PIIS/OCR ' 
can be expanded to Vt 
Include proposal. N w 

11. If •ye»", circulate 
through PIIS and OCR 
for co ■ •ent, rovi•e •• PUS/OCR 
appropriate, and devel< • 
atrategv for l ■ ple ■ on..-

tat Ion. 

.o. If "no", work with OSPI 
and OHA to develop PIIS/OCR 
leg1alatlve propoMal 
and aub■ it to Congre11a 
through channala. 

' 
I 

I 
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CIVIL RIGiml OPERA.TING PLANS - FY79-S0 

Date: ________ 

MANACE!>'!B.'T OBJECTIVES 

Public Health Service a:xl. Office for C1V1l R1jlpts 
POC 

Office of Proe;;:am Review and Assistance 
Agency/Biireau 

1. Prog['alll <l:>jective: To carry out the Secretary's initiative to make 
civil rights an integral part of the mission of the PHS. 

2. Operating Objective: To integrate Title VI into the Co11UI1unity 
Mental Health programs. 

3. PHS Resources Needed: (Prog['am $__ S&E $_.__ Person Years:_) 

11. CCR Resources Needed: (Prog['am $__ S&E $__ Per.son Years:__) 

5. Description: (Narrative description of the approach to l:le taken.) 
The National Institute of Mental Health through its program
bureau and it Minority-Center have been focusing for some 
time upon the Title VI aspects of its program with Community
Mental Health Centers. The recent report of the Pres~dent's 
Committee on Mental Health pinpointed the need for more 
equitable delivery of service to minorities. Recently, OCR 
was requested to review proposed guidelines to community mental 
nealth centers about their special responsibilities to serve 
minorities. These discussions continue. 

For these reasons it i~ p~oposed that a Title VI management 
system be implemented with community mental health centers. 
PHS, (AD.AMHA/~iMH) and OCR will work together to complete
this project. 



CIVIL RlClrl'S OPERATJN:l H"" - - FISCAL Yl:JIPS 1979 ' 1900 

Public Health serv_j ce and 
--·- 1ra.:1 

office for civil Ri9hta 

Proc}rMI 
Cbjcctiw1 'l\J carry out tho Secretary'• 1nitlatiw, to auko 

civil dght.s an integral part of tllol mlssJon of 
Uio PIIS. 

~atlonal 
Cbjcctivc1 To intcyrato Tltlo VI Jnlo tho Community Hcntnl Hoalth proqramR, 

I t"I' 1979 
.N:TJCN Sl1:PS £!,l'CNSIBir.JT '-==-

fm. HIIR. APR. HIIY TIINE IILY I\LG. 

1. OCR dcvelo11s draft OCR/OSPR 
Co1amunity Mental llealtb -
Center Guidelines 

2. Circulate Guidelines " for coa,ment -

SEl'T. OCT, tm. oa:. JAIi. 
Fl( l9110 

f"cll, HIIR. Al'R. HIIY 
l . 

I 

..~, ,... y AIG ...... 

Ul 
N 
Ul 

3. Revise Guidelines 
appropriate 

as " --
4. Forward Guidelines to 

Executive Secretary 
II -

s. Secretary approves 
publication of CHIIC 
Gulde I Ines for com1aent 

-
6, Guidelines cubllshed 

in Federal eglster 
for comment OCR/OSPR 

--
1, Revise CHIIC Guidelines OCR/OSPR -

l 
I 
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Office for Clvll Rights..l'.llblic__jjc" 1 t b Serv ice and-~1roi:1 

Pmgrani 
CbjecUva1 To carry out tho Secrel:Aty' ■ initJatiw, to IMke 

civil d9hts an Jntcgral part of the lllission of 
the PIIS, 

q>erat!alal
Cbjactivel To inteqrate Title Vl into the C'ow.r.umlty Mental nealth oroarams 

~Qf 6Tlll'S €SPWSIB1r.IT 
t'V 1979 

FED. MR. APR. 1\1\Y lltw. JILY l\00. SEPT. <X:T. NJ\/. oa:. JNI. 
FY i,uo 

n:a. MR. l\l'R. HI\Y ,._, n•,Y ,... --~-~· 

8, CHIIC Guidelines 
published in final 

OCR/OSPR 

--
9, Joint PIIS/OPRA work 

grour prepares training 
curr culu11 

OCR/OPRA/
1'11S 

- -
0,. Train staff PIIS/ADAMIIA 

1, Conduct CHIIC chocklist 
reviews 

PIIS/ADAMIIA 
"F BJ 

i:y 8 
2, Evaluate 

im11ac t of 
and aesoee 
revIowa, 

th l OCR/ 
ADAHIIII 

~y 8 
,._.. --

1l, Prepare periodic report, 
with specific recommon- oon•/ADIIHHA
datione for improvement 
of programs, 

l, 
,. -
•• i.: 

l 
I 
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9CIVIL lUGHIS OPERAT!NG PLANS - m9-8o 

,~ Date:-----~---

MANAGJ:ll!El-..'T OBJECTIVES 

Public Health Service a:xJ. Office for· Civil R1¥Pts 
POC-

Of'fice of Prog;:am Review a:xJ. Assistance 
Agency/3Ureau 

·1. Program Objective: To carry out the Sec.--etary's initiative to make 
civn rights an integral part of the mission of the PHS. 

2. Opera.ting Objective: To develop and monitor the Indian Health 
Agreement. 

3. PMS Resources Needed: (Program $__ S&E $__ Person Years: __) 

ll. OCR Resources Needed: (Program$__ S&E $__ Person Years: __) 

s. Description: (Narrative description of the approac.~ to be taken.) 
In 1974, officials from the Office for Civil Rights, the 
Indian Health Service of PHS, and ·the Social and Rehabili
tation Service signed a memorandum of agreement entitled 
Provis±on of Medical Services to Indians and other Native 
Americans.-The purpose was toestablish Tiie rnas_a__ 
residual rather than a primary health service resource. 
Since then SRS has disbanded and HCFA has assumed the 
responsibility for their part of this agreement. The MOA 
has never been rewritten to reflect this fact. 

A group of persons from OCR, PHS, and HCFA will redraft 
the MOA. After its signing, the POCs will be trained to 
monitor the agreement. The actual monitoring by the POCs 
and the reporting of violations to the Director, Office 
for Civil Rights is scheduled for FY 1980. 



CIVIL hJGlll'S OPEllATm'.l PUN - - FISCIIL YOOIS 1979 , 1980 

Public Health Seryice_ 1111d 
--·- lro:I 

Offlai for Civil Rights 

Progra11 
B>jcctlvo1 To carry out tho Sccretllry1o initiative, to 11\lke 

civil rights an int:.cgrlll part ot the adosion of 
tho 

q,&11tJOCIAl 
Cliject.l.w1 To Develop 11nd monitor tho Indian Health Agreement, 

ACl'IQ-1 llrEPS IESKtlSIBir.trI 
FED, 

l, POCo/OCR reach agree- OCR 
ment on monitoring rol ~/ IICFA 
functlono and reportin~ PIIS 
procedureo. 

2. POCs/OCR draft new 
UIS agreement. 

FV 1979 
~ , l\PR, K\Y lnNR .1111:ir All'.l. SEPT. 

-
--

OCT. ICN, DEX:, JJ\H, 
F'i l!IUO 

FEil, HNI. APR, HI\Y ULOIE UlLY AW bll'r 

Vi 
N 
00 

l. Agreement signed by 
11oco/ocR. 

4. Establish measureable 
performance standards 
to n,onitor agreement 
implementation. 

._ 

._ 
5. Estimate staff require~ 

to monitor agreement. ,_ 
6. Prepare and train OCR/ 

roe otaff to monitor 
agreement, 

7. Monitor agreement
against performance , 
standards and prepare 
periodic aaseosment 
reports on the qualit~ 
of implementation. 

, 

0~ .GOIN< 

ON GOIN< 

,, . 
I 

I 

.-, 

. 
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Exhibit 7 

MemJrandJJm of Understallding 
~ 

The Office for Civil Rights 
and 

- The Health care Financing Administration 

'!his Mett0rand1J111 of Urlderstancling between the Office for Civil Rights 

(CCR) and the Health care Financing Administration (HCFA) is being 

jn;)lemmted to carry OIIt the SecretaJ:y 's i;:olicy to nake civil 

rights an essential and integral part of every program in the 

Ao:crdingly, HCFA has the responsibility to seek and select p:rogram 

p:)licies and pmcedures which can assist in achieving a£fil:imtivel.y, 

the objectives of the civil rights statutes (Title VI of the Civil 

Rights Act of 1964, and Section 504 of the Rehabilitation Act of 

1973). In·carxying OIIt this resi;:cnsiiill.ty, HCFA will take i;:ositive 

action to rarcve barriers that tend to exclude ~le fran the 

benefits of its pi.o;.tams because of race, color, national origin 

or handicapped status. The pm:i;:ose of the activities undertaken 

_ by HCFA is to help prevent discrimination before it occurs and 

to assist recipients of HCFA funds (Medicai~care providers 

and Medicaid State agencies) in cx::111pl.iance with the civil rights 

authorities prior to the initiation of cx::111plaint investigations 
-

or other revie.ws by CCR. 

The Office for Civil Rights is .teS]::0llSible for planning, o::ordinating, 

:reviewing and appraising this depart:mnt~ initiative to 

inco.tp:n:ate civil rights activities into the program operations of 

https://revie.ws
https://resi;:cnsiiill.ty
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the Principal Operating ~ (PCCs) • In order to carry out 

this nest ~t task effectively, the Hem and the CCR will ]:,.ave 

certain reciprccal obligations. 

It shall be the resi;onsibility of Hern., with CCR assistance, to: 

l. IJ.u.mp:n:al:e civil rights conc:ez:ns into regular program revkw 

and au::!it activities to assure that benefits and services are 

delivered equitably to eligjble minority and handicapped persons. 

2. F.stablish or adopt systans for the collection of data on the 

participation of minority and handicapped persons in its 

pr:cgrams to enable program officials to detel:mir.e if grant 

applicants or recipients are violating civil rights requi.:raieits. 

3. Fll!:nish technical expertise and assistance to its assigned 

recipients about i;:olicies, practices and procedures for civil 

rights carpliance and refer unresolved or conplex civil rights 

conpliance issues to the Office for Civil Rights. 

4. Review prc,giam re;u+ations, directives and instructions to 

assure support for the r:epart:Itent's civil rights authorities. 

~ to aco:mplish this activity have been established. 

5. Identify recipients' civil rights technical assistance ('m.) 

needs and approve ccntracts to neet those needs. 

6. Initiate orientation and training picgrams on civil rights 

requ:i.renents for selected program and recipient staff. 

7. utilize, to the extent feasible, financial. resources to supi;:ort 

civil rights equity, to prevent acts of discrimination and to 

assist in the rerredy of past acts adversely affecting minority 

and handicapped persons. 
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8. M:lnitor, :in an:angerent with OCR, existing civil rights CCIIpliance 

a.greem:nts. 

It shall be the resp::,nsibility of the Office for Civil Rights, with 

assistance fmm ~. to: 

1. Develop civil rights standards and pmcedures for inclusion :in 

rn regular pr-....gLattl reviews and aunts. 

2. Develop guidelines for systems rn will establish for the 

o::>llection and review of civil rights data to identify civil 

rights caxpl.iance problems. 

3. Conduct training p?:o,Muns to c:ar:cy out m's civil rights 

resp::,nsibilities. 

4. "E!itablish guidelines for review of rn program regulations, 

directiyes and :instructions· to assu:ce supp::,rt for the r:epart:Irent's 

civil rights authorities. 

5. Develop and award contLacts funded by OCR to provide civil 

rights technical assistance to Ha.A recipients/providers. 

6. EstabJisb ~to~ civil rights caxpl.iance to Ha.A 

recipients/pLCViders. 

7. Develop m:xlel financial assistance projects to support civil 

rights caipliance. 

a. Identify existing civil rights agreenents to be IICnitored by 

BCE\. 

9. Design and pLOE:OSe a BCE\ civil rights activity rep:Jrting system~ 

review and appraise the activities conducted, and periodically 

submit pmgress ~ to the SecretaLy. 
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10. Coordinate the developnent of a HCFA Civil Rights Operating Plan 

to incluae pric;rity selection of taJ:get a.cta:vi..ties and long-range 

plamlillg to meet civil rights prog.tam requiranents. ;'- . 

HCFA is responsible for administering its pro;i.tam for the folla,,dng 

"' categories of recipients and provi.del:s: State Medicaid agencies, 

hospitals, skilled l'lllrSing facilities, and :i.nl:entediate care facilities. 

OCR' s Office of P.togram :Review ani;i Assistance COPRA) is responsible 

for cx:::ord.inating fee civil rights activities tl'lat involve Illlll.ti-funded 

State agencies· to avoid possible conflicts in civil rights jurisdiction. 

'Im attached Operating Plan details the specific civil rights activities 

to be carried out by HCFA and OCR for the ranainder of FY 79 and for FY 80. 

An Opera.ting Plan for FY Bl ~ be developed and sm:mitted to the 

Secretacy for approval by July l, 1980. 

'lb praicte HCE'A/OCR cx:::ord.ination, OCR regional offices will infOilll their 

c::nmterpart HCFA regional. offices of up:x:ming OCR o::mpliance reviews and 

o::mplaint investigations perta:i.mng to HCFA provi.del:s and fumi.sh HCFA 

with copies of Ietters of Filld:illgs. HCFA will provide OCR with provider 

agreaient renewal dates and copies of the review schedules of state 

sm:vey agencies. 

Either HCFA or OCR may request aroond!rents to this MJO and/or Operatin:r 

Plan and such aroond!rents will be effective when ECFA and OCR c:JnCUr 

in the pi:q:osed changes. After one year, this I-m will be reevaluated 

by HCFA and OCR to detemine if aroond!rents are needed. 
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ApptOVed by: 
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CIVIi, 1111111·1·:1 Ol'ERATIIIU rl.AII -- l'J:ICAI, YEAHS 12.72-.!..l~Bo 

llcallh __l:ni·c 111nnuc lui A1lu,lnl11LrnL tun onil Offloo fo1• Civil lllllhLo 

l'rogr1110 111,Jo:cLtva I 1·0 carry ouL Lhu S11crelurJ1'• lnlt!utlvu, .to 111uko 
civil rt11ht ■ 1111 l11Lc11ral 11nrt of Uu, •hr.ilun of 
Lho llc ■ ILb Curo t'l1m11cl1111 AIIU1lnluL1•nLl1111, 

011eroL l1111nl 
UhJct:Llva I 

To train H.,.llcalol a11•I IISIJII olaft lo """'"l'lal• SocLlon sot J411ulal1C111 l>rldl111• 
lo Ut:l'A ,acl1•lonl• aml pruvldura ht a·v b41. 

AC-rtllll- li'l"l;l'S 11mll'IIU:IIIIILI ·vi .-V l919 
__________ ____ f1!i -fiAlr -mi. tiff nmif ur.f" 11u, 1m-r: ire•r. 

11 
nmr. o . "JAR. v11 

Pll l980 
• J. 1!'.Il liii "Jiiiii: JiifJ . 

I. Ue11ollalctll1 dallvar•tilaa of 
111.H uml ,.c:t wllh Ctt.C. 

UI 
!.>J 
UI 

1: 01:11/Ul'll\wlll 011t•hlieh, In c:o,.
Junct lu11 with m:rA, ■ ••n•CJ•-· 
,11•nt avut•·• tu, lh•• 5Ut 1c•1ul.t-
th111 h1lt1flh•1••• 

J. on1/nr111\ 11111 .,._,11,11 thu ,l,•vu• 
I 111••• 111 ul 11.. , :i,1 1·1 luu ~at 
l11h•llu•1n,••la1hl•• 

t. Oc:11/n1·1•A wlll co••••....111«1 111tla 
11,u t•:11 oft11:a 111 til•utl,ud•• 
rul h:w an,I lluar.111,:h lu ,lnval"P 
,,u1,lcll1111a, a-ulh:laa , 1•rtM!•-
1luu:a lur .:untluc;t ut lho tl•:CJ-
1 lu,a Sot l,daUu~s. 

S. 11,ulc L"U1uan ,lallvaral,ln ■ lu 
l,u 111unl101t11I, avah1aln1I J, 
111,1,,uv.. ,1 ••v 1.:,,, 

•· l1alnl11v 11hJrcllua•• ... ........ 



!l!rnd!!!!!!!:!..fil:Jl!!~!!!!Lfl,AII -- f!IICAI, YEAll9 12.12-.!...!2.!!!i. 

llc11lth, Cnru .1'111111101111', Atl!tlf!lnl°l'nt lo!l 111111 Ol'r&co for Civil ll!l!!W! 

l'1•ogra111 llhJuc:t lvo: 'l'o curry out tha lluc11·ct111•y•a l11ltl11tlvu, ta a111l10 
civil rlp;hh 1111 l11Lo1tr11l 11111·t of the 1111ou1011 <If 
Lhu Uanllh Coro ••1111111ul11K t11l111l11lntnt11111. 

O1u1rntla1111l 'l'u halu H«uUcald •nJ U!:UU ut11II to• cu•1,l11le Buc:tlu,1 504. savulall&m 
UbJccUvcu l11 loflw1• tu IIC:t'A ru.:la•lttnl ■ and 1,ac,vldar• 111 t'V oo. 

A1:·1·11111 .s1·1::1•11 1m:11·011:i1111;;-l n 1919 l'V uoo 
__________ _____,/hr -;mr -u, ...n1v. JlillR mu-,ur. mr¥: l'fil'r. ·110 . -iiEc: -nir: -PE . x-n: ·un un ·Jiim: Jor.v 

1 

c.:. 1"ttal, ••la1lal11 • .-olhctJ• Nl4 

•mlla. Ul w 
4. Val11IAllun r,umll• and U,e 0\ 

111u,,m1r1I cm1111n. 

•• '"'&•IC!111rntal Ion c..r l-••la cour10. OCII 
lll'U 

f. t:"du.at luu nl cla•H·°'•tt ll'alu IIY• OCII 
IICfA 

'.I· find 10111111. lru• c:u11lrautor 
tu u<:u. Coutraa:to1 

llCfA a•rovl•lu ■ Sm:t 11111 Sut 111:rA 
lcdmlt.al a111lnlAnca lnfcanaatlon 
tu ,,.. l1•lrnla/a11uvl,ld1•. 

https://lcdmlt.al
https://t:"du.at
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flrnllh C;ire l'l11n11ciln5 A,l,.lnlolrollon nnol orrtcc for Civil Jll,ihLa 

Tn cnrrv out thn :lrnrc•ln••v•:i lnH lnllvr., ln 111nlco 
civil rl1:hln on lnlc,:n•I 1,art nf lho mhnluu of 
the ltcnllh Cnrc l'ln111rnh111 A1lo•lnlnL1·nilun. 
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CIVIi, RIGlfl'S Cl'l:JU\TOO l'll\1-1 • - FISCAL Yl:11115 1979 , 1900 

Office for civil nl<1hts11olllLh care Flnonc;lng A<ln•lnlotratlon und 
----- f(O:) 

i"!"".>J:"3..'il 
,::j1_'\:li\"c:: 'IU c.i:-ry O'Jt Uiu St.-crctary's Jnitfotlvo, to n<ike 

ci·,il rl•1l1t.s 1111 int£.~1ral p.:art uf Uie 111i$Slon of 
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C\.•:ratit'l!Jl -;-u i:r:>·:!CQ 504 te.:hnical 11soiutanco to IICrA reciplenta ond provldora through thu duvclopment, award 
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l'V 1979 •Y l!JUO 
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CIVIi, nlllll'l'll 111'1\IIA'l'IIIO l'l,1111 "" l'J:lCI\I, YEl\11!1 l,72_!_J2lli!, 

llcn I th _cu1·c_.-t11n11c Ina. Ailuilnlntrnllun 0111I Ol'flco ror_Clvll n_!thto 
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6. ULSS Gul,loltna1 rubllnhecl ocn 
In 1·eJA1AI llntJl ■ toc. 

1. llnvl11a IIL!i5 t111tlnl111a11 llCR 

ti. Ulml r.,11.tnl Inf'• 11111,l lnhocl in OCR 
lln•L 

,. .lulul llt'rA/IH:11 wo,h IJIOIJJI 111:rl\ 
1•1r1•H•• 1,n•a. OCR 



CIVll,_11111111":I_Ol'lml\'l'IIIII 1'1,1111 -- Ft:IC/11, rn11ns l2'f.2.. l 1200 

llcnl Lh l!nro ~·t111111c: l11r;__l\t11nl11 l:i~rnl lun 111111 llfrlr.o for Ill vii 111,:hLo 

l'rnKrnm llhJt:c:Llvel •rn enrry nut Uu, 1lt1c:retnry'n l11ltl11Llvo, to rnnl1n 
civil l'l11hLa nu lnlcp,rn I 1111rL or Lhe o,lnnlun or 
lha llcnllh Cn1:c flhrnnc:lnK 11t11nl11lntrnllo11. 

011arnl lonn l 'l'o u11hln Till• VI civil nl~hh c11Melln• ■ lo etala Mc<llcsid Agencies 
llltjecllvc:1 

ocn --------- • ---------------- __ •-- ____ IV 81 

ll. 11i:r11•1 Ho,llc:alol/115UD •l•U 
tulur.<I In Tltla VI lloalllo 

Conlrnnlor 
IX:11 _____________ I Y Bl 

anti r.ucl•I nurvh:a ■ c:ut1lc
llnea 1r11ntuuncnl1. 

IICl'I\ 

ti 
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tate: 

Heal::h Ca:e :i~ar.ci~g 
Administ:rat:.!~r. 

l. ?ro~..:.... C-:Je::!~~: '::> ::-.-:-J cut the Se:::-':'~~=:t's !:.!~!at::;e :: =a:-::
;t;;;J-c~f:-~t'-Gi~-;i~ii. ;:::...-: er tl":e :=..s~::..=:: c-: ~=-..-: ~~al~~ c~--. 

2. c,,.:.--~~-..g ~:;-' =,..... .: ...=. Ta assi.St: State !-!e.-:!i:s.!: z.,;e::c:!~s t:o .st:1::::::: ac:e;:.!2:.::!' 
T::ele fJI a..~· Seccion so.: :-:ee..:.:i,ds or AC:..~::i.is::2.:.:::u1. 

Staee as-e::cies -e--e.;•,.i--~ -:0:.,,:.a,...~ 1 6 .::,arci-=-' ac~.:~-:.--a a-0 -~•-.:-a-= 
to C.evelcp a::C st:1:=.::e :::, .~: =or rpp-o•ra 1 "'-•-=-•-...:'s c-=- ~~:-i-.:s--=-.:c-n 
(;.\10A) whi.e.:Z Ceeai.1 how :::;g :.till impler..an-: ::.a ~=-:;~i::e:::er::.s :: 
Title VI. T.1-:ese "::zee.1:c:.s" a:e an .!=zpo:::.a"":.: :::::.: ':c: ~sst:=i.!7;-" S:z.:e 
at;e::c:1 c:ii·.::.! :.:!,;.'::ts c=:,?l.::a::c:e .. 

OCR wil1issUe, ~it!u.~ e~e ~ex: several =~~1:s, a :e;-~~a.: a:er.::!::e~: 
cor:cer::.::::-; ."-:CA ;2qui:ec-.a.-::s :.:::Ce.r Tit!e T/= a.-::! :.·.:'.2.! ex;:~nr! :1:e :-:=.; 
requi::e=:e::: :::, ·cover S:?c:::.c:: sa,:. Sta~~ a~e::=::.~$ :.•:::11 !:e e.,:pac:e!! 
eo u;C~=e e~ei= ~!CAs :c :ee= e.~e new :eq~.:===s~:s. ~ac~ ~~, ~i:h 
assi.st:a:Jr::e ::::r:r c~, :.-il.! :,erk wi:J: t!':ai: s:2.:~ z.=e:::::-;; c:;:::zea:;;2.::s 
and prov::.:e :sr::.~~lr::al ass.:'.seance necessa=;,: :c :e~elc~ ac:ep:~b!e 
Title VI ur.C 5U4 20As. ~~e ·~~As will rhen ~e :c::=.all~ st:br.ti::a: 
to ~ ·~a. :~r :i3v,:!ei.-, c:::=ent and .a. :eco==::s:::'a-=::.on eo app:o·::e a: 
disappro•;e. CCR will rna..::e ::1:e £i..:1al C:ece:=.i.-:c::i::1 cf ac:::ept:~~::..1.:::;i. 

f 
r 

f 
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------------

t11\d' Offll'A for Civil ttlqht:1fl,'AJtl1 Caro t•Jnaru:Jr,y Adnalnf:,;trutlon
---·-710::1 

l':Ul]rol.11 
Cbju:Livu: 11:> c.ury Clllt 1J~ Scc1."cll:4ry 111 JnltlntJv1.1, '" Ul!•kO 

civil rl•Jht!I IUl ir.b..'<:Jrll} 1,urt of llkl rul!mlon of 
llw UuAlcl, c.ird i 0ina11c "!I Ail1dnl.s,r~tio11. 

or"'ratloMlC!>ju:dvu: :ro JSSl~t St,uo :11>Lllc~i.S h~dnciuii to aul>:dt accuptol>lu Title Vl 
,mJ s.::ctlun 504 Jl.JL!IOd:1 ot Ad111i11iutri.tlu11. 

t'Y l:JUO 
~'SI • HAR. Al'R. M,W 1111!!: •Il'r

/Cl'Jal Sltl1S 1UiSIQISl111£ t"/ 1!17!1 

-,--=.,,...=-=---:---~-:---.--ll-----+-._u-::ll·::.•· IN[: Ai•ir: 1111-V ·nare ·mtr ~ sif•r:- ~••· ...:!!!!!:.. !!!!:Y ~ 
l. J!Cl'~/uCtl ._.u!'i;!lr:,up to clc.:v,Jlup 

~n.,,;~:,a:,c~ to 1'.itlu VI """ 
!iuc:t.ion SDI l:DA ru:1,drt:RSWJts 
tor ,,~,UcbJd .SL,d,O .t9&J1ac:lo11. 

l. Acur.ir-t::ut:. to 2'ltJu Vl .a,,J 
S<;~C ,o:i 5110 11,111 r.iqu'l t"'-'~llt5 OCH/OSPH 
zmbJJ;;!,~d. 

l. OCR/ u::rA prcpUil /lt'I' tor 11011 IICl'A 
tl"diliill:,. OCH/O1'1I11 

f. Cu1trJc.:to.r .&.aJ..:i:r.c:J to conduc 
~.\),\ trJillifl!J. ,. 

S. IICl'A sroif 1ralnod in IJOA I 
r~-;uj rc.:;.,~mc:.. --

6. IIC:l":\ cr,ntJuct:; liOA t12chr1lc4l 
,:i;.;:.lit ..m.::.:: 1,Jc:t, Stat1.1 u9t1ncu 
a:ou:1tunJJrt:1. 

7. OC/1/0/'/IA :,:,1·1<• 11it/1 JICFA Jn I----- --
,-ruvioin':J ~•A 10 :;c.atf 
O!,"t:11&:.fo:;. 

8, :lt~ru• •uti,lt 111.J~t,,il >IOJls t< -- -- --
uo·A /(Jr ,·uvJc:w. 

I 

I 
\ 
I 

:1. l!C:•;. ::ml a,itu Jt:. ruconw~ndd
t ion~ tu ccn. t'Y di 

https://O!,"t:11&:.fo
https://l':Ul]rol.11


Office for Civil lll•1hts 

1•ro1ra:• 
a,jootivu, 'l\l carry out lhu &.-crutary•a initiative, to m:1ku 

civil r luhL·• a.ii lntc<Jrat j>IJCt of Ulll ml$ulon of 
lhu llu~Jth Caro 1•Jn~111:i11g J1d111J11iatraLJ<>11 

•1u a:,ulut Stal:c 1-S..-Jlcal<l agcmcles to :,ut..nl t acc,,pt..iblc 'l'itla VIC\"1CatlOn'\l 
ru:d Section 504 tblhoc.ls ot J\dr.liniutrutlon (Ml fOC) ,C!.lji£tivi!:

-------------~----~----------''-·---.l... ---------'--....,.-----,-------'-----;-....,.-~--
1\CrlUI Sl1l'S IU:Sl'll~Ull.£ t'V )•)1~ FY l !JUO 0 

--------------J------1-•1ii: ir\ii: Jiiiif, H/IY 11111! IUJ,Y iJi'l. fill'T, ccr."·t'il'v:- rn'i!:-~J~JC· Wn. H/111-.......,.-,.-11-.-::jji,y l11t:1f nJ1.\' [!!£. li°:W 

Jo. IICt'A OXJllltor 1/011 Ja,pJ<:Jn<>nt.1- IICl'A 
tjon. GCH/DPR/1 Fr Bl 

https://tblhoc.ls
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Health care Financing 
~d~;~;s;-~s..~"--------

?X 

l. ?:'Og:-a7. ~ject!ve: ':'o ca.~· c'.lt t..~2 .Sec:"?ta.-:t's !:".;:;:a::.·,e :o rr..:?:::e 
ciV:.l :-i..:::-:s a.~ ~.:r::.::-al =~ cf -:::-e i.".issic:: o!'" th.a Eea~~~ ca::-a 
Finar.cini; ;,c!.-ninis~:a~i=:i.• 

2. Op:::a~i.~ COjE:Ct!ve: P.crA to =ni~or Section 504 and Titla 1:: :-tet::.oc!s 
of Ac:i."listraticn :eCiui:eC. of t!':e 53 s::ate !-!edicaic! agc::ci-as and• 
monitor othe: ciV:.l rights as=eements and re~==~ ~,rescl~ed viola=icns 
of these agreements to CCR. 

3. ?CC R!!sou..-::es Ne~:::.e:i: (:':-og:-a.-::i $__ SO::: $___ ?erscn Yea:s: ) 

ever the years CCR has i.~lecented r:-.ar:;· ci~·i.:. :i;hts coc::;:!..!.a:::e a;:•~'!!=~~·=s 
with recipients anc! ::-o,.,·iC.ers. :ecause o~ 1:.=-:.:ec! =~soc=ci:!S a:iC ::::m::": 
di:ected activit·.1, CC~ has not had sta::: a,;a!.!.a~le ":c :-e··=.ew =eci:!.a~~
p~rfor:iance of these ag:eec~nts. ~~ will ?:'i:aril7 =cnico= ~itie VZ 
and Saction 504 :-!OAs, su=litteC :J? Hedicaid St.ate agencies a::C ot::a: 
as=eements selected !:y CC?. :or ?.C:A =.oni:c:-i::;. C:ily the _!·!eC:!.::ai.i 
·state ac;enci~s a:e :e(ici:2d to scl:mit. ":i':.le -:..-! ~"1C: Sect~on s:~ :~-:i\o. 
Eesidc~ the MOA's, EC:A-1 s :ass:onsibilit:.ies -:o :oni~or ot::e: C::t a;::a~
ments will be dete=::iined on a case-by-case basis a.~: Ce;enC C?Cn EC:A's 
ability to assu=i~ additiona2 CR respcnsi~ilitics. 



CIVIL RIGlll'S Oi'l:llATIOO l1JJ\N - - FISCAL YFJIJlS 1979 , l!IBO 

otrlce for cJvn Ri9htsllaalth Cara Fln1ncln9 M•lnhtratlon lllld 
-·-,iO'.!) 

,.
1'):'CVJl.d.11 ' 

'lb can--,• out Uic Sccret.lry's Jnltlatlvtl, to h•lko 
ci·,11 rit1!11.s ,:n ln1:.c<1ral part of Uio 1nluslo11 of 
Uk: a=.::i:l:.!i ca:iJ 1:•inancJn9 Acbilnlutrotlon. IJ l ~ 

.,;~:th1!: 

IIC'!"/\ lo r.o,l~or 5C4 ru,d 'i"ltla VI 11aU10Jo ot M:alnlutro'tt<>n re4ulracl ot the 53 StDto HedlcDld aganclo~ and monitor 
:;o:-.!ratlrn!.d ot:u:r civil r!"::,ts Agrc~i.1.mta or.ti reroa·t w1cuuulv&!d vJ.olAt1ons of tlluaa ogrc:cfAcntu to OCR •
.i:jt,::Li"."c: 

:~:::•.; !.. r-:·~ :.!•.:•:.:!cz- Mal .:u,.1rcu 
Ci,::1 :it:~:: !.lr:J:i -1:;1! r:o::,.·•!,·ru& .. OCR 
!,::- t:"".0 .i? ~hit in•J i c::.·:·c..:;:-:;1::ce IICl"A 
c: s-i:.:~~,• a,;..•1:::1~~ ,in li:;!;t -
cf ':'!.~t•.: '!I dr.d so-: t·::.,is. 

2. w:r.\ A:::J c~:t dc:tc:r::inu t., .... tnln J ocn 
IICt"A 

l. 1::-;.; .:i:;•.! 0:~!i t.h:i.;i~:n 1:.-&aintm,1 
:: :- .J ,-: J, (~o~~: ;i-::tc~l trd1:1inq OCR 

;.;iti i:::-h:,:11 1.1:l :;~t•i:~ rt!lilted m:t'A 

tu ca:1::acLincJ pr..:::c:;:;t). 
OCR 
IICi-"A 

Cont1.1ctor 

lll'l'A 
rui-J:"t i:::; :!6"~tc::.s. 

S. 1:1;!·:, ctu.•!".!ct:; :--.•.1nitucin!,f a111! 
OCII I 

I
ts. '.!'"i• :.··.::I::• ·,.ii!, ;r:rA l~ r.•:,tJu;,t: 

,:···-••!' 1 ~: :""'r.:.~.,ri::.r: ci\"ll 
r!·::.·.. .-,·.::•:~: ::::.:,. 

'! ...:'" •. :.·r r:·~: .:.:-:: ;,.:-h:•!!c 
:•:• :·o:. • !· :· •: .• ::····,·1 ,!,,!--inl- I

I 

1 
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!.. ?:--cfra.= C~jec=~~e: Ta =~-:-J' c~~ ::e Sac=~~a..J's ~~~a:i7e 
t:0 ::a.!-;;e :::~:,--!..: =-~s=-~s a:: !...-:tas=-a· ;a:-: :! t!':e =..ss!.c~ o! ':!:e 
Eea.l:: Ca:-9 !!.::a.~c!..~g ~~-~~~se=se!:a. 

O;:e:a.-::!...-:;- C1:~ -ac=!.·.re: ':Q rZ.si;::. ::,:r·-=. ::.:;::::s :-1' sc-a~"-·-: :::a
:;::a:.: :s7!.a•J s-::z::.:.a,:.z-s ct:! :==C&i!~es .z..-:C. !.:::=?=:2.':.a !.::-:= ~ 
~==a~==a::· ;:z:: z=~-

-::-:a =•?--==== =~ .::.s=.:a -:!.~• ;-:; e:c~-!.::.a=.:-; ?.a~..:.l.a::!::-..s :s.e. ,;z,.4,:; -~)) 
~~'-a, ;=:..:= :: a;:,;:~--:-; '=• a·~ =~ a. ;:c: ::~ l"•«:a=a:. =.:..-:z::::..i.:. 
a.s.,sir...a::ca, '::a.: l!. ·J::a~-a..-: .:==;:!.ia:ca .:!e:.a.=:.:a.=.::: ':e :::z.c!a :a:saC. ·.::=: 
..!.a.-:.s. s-.:;::!!.R :,:.!_==•a.;:-': :::2:,~. «:!,-.:•,-, a.:.==.~:. !.asS" ex-~:i:, :a,q--!--a
=a::3 ~ =:a:"'!..":• -=-~= :a:== r::.·r-.!. =.:.;~:.s S--!.:~.:::as a:=!.-::..S~:a<i :;-
-==• :eia..-==c.: (':!:la :Z a::. s..c::.::: !C4i , a::! ;::o:-i~ :!:e :e:a..-=e.::: 
-:.~=: au-:.~=~!.:-,:- :: :.:.~·es--!;a~ a.::l!.:3.-:~ :==:;!..!..1.-:::e ·•:0.-:.':. :.':11sa s~==•s 
i==:O.== == ::e ::.::a ~-:=• ca a.·.-a::!a-:. ':: =--"--:-; ~":• :e:a..-=e.: !..-::: 
c:::!:--::.i:? ·.r..~ ~• .::.:.s-::..:a :a:=z...-=a..-:.c ':!.:!.~ ·.--: :..;-.:.:.a.:!.:= a.:~ ~= &.s.s;:e 
::::.Z.-:. S:3:~ &;:l.!:a:-:s a..-. :.= =:-~ 1 a-ca ...r:.=. ':'!.:!.e :C a:r! S.ac-::.= :c~, 
::a-;::s.::.: a:::!:a=:.:: :s...-:.a~ i==eK=es ~es~~=~• :!a~•:=~•~, ~~: 
:as~ac! a.:i! !.:i:!..:a=-:a<!.. ~.-:.:..S :.S a. :a.::: ;::2:-..Z.:<.:.:~ a:::! ~~:.:. :!&-:"I a. s-~
s-...a:::.LZ. :-:-ae: s:.::c:a =Z:: !-:.:.-::3 :-:e: ~a,:ce :.!s::e::.:::a:f ;=~=.s a. ~·•a:. 
:i?-A ~:.:.:. ..-c:!'C ::.:sa!:· ·.-:.:: ::=;.U.a:ca a :!::!::-::a::a;;:., S:..Z..~C.Z::3, ::-::.:.::; 
&:.i:i :.-sec:~ a.::::i :::~:.:a ::: ~a.:z:. =.:c.::se:. a::.:. -"-a -s ·•·•:..3: -- -• ✓ -'L--3 

:c:J.:; a::=. ~c;-..::..i:.:.::: :a-:-a:.:;=e::: a:ci -:!':e ~=~ ~= ;as!..;:: z..~: ~;.e.:a::-: 
r.::: a. r.:s:ac. 
:::-:Z: ~-:.::z.-e •-- 1 

-:-• a.-a---z•1 
-- -.z :!:e :a-:-:.aw ::::c:ass =~-= =e 

:ac:.a ·--• • =1 -s- = a.--•-- :s:a;s z.:~ :=;:.a.~aci. 

https://a-:-:.aw
https://s-...a:::.LZ
https://ac=!.�.re


CIVIi, mmrr:i lll'l!IIA"rlllll rt.All -- l'f:ll:AI, YEARS 1212-!..1980 

llenlLh Core Plnnnclng _Acl11l11lutl·nL1011 111111 orraoe..for ClvH lllthLa 

l'1·nsrn111 llbJc:cL lvu 1 To c11rri, ouL Uu: 1hic1•i,L11ri, 1n lulllntlva, Lo •ul111 
clvll l'li!hLa 1111 l11Logr11l 1111rL or the 111laol1111 of 
Lha Hc111Lh Cn,·u t'l111111cl111$ Acl•l11l11Ll·nL1011, 1 

1U cled-,n clvll right ■ dlau1etlm1••1 rr•-gtant ••viii" •l•nd•rda011crnL 111110 I au,I 1•ruc,u1t,rr• arul h1c:,u1it••·••• Jntu llf:t'A Jl11ura1tonarv Vl"•nL 11r11ur••••
OhJccLlvc 1 

Al:TIOII ll1'f.l':I 111_is1•1111:ll1Ul,I ·vi --,- l'V 1979
r-k1r ·lialf -mr ·1tAY umr mr.v: urr. ·i!1"!': • . 1mv: ·uiio. -u, . lit .-------- ----- --- -·-- -·--- ---- ---· ---- ·-- -- -- -- .- ---

l'V 1900 
Alf. 'lrii HAY JiliO: Jlll:'t _A 

I. ,·on,lucl ••plu ■ •lurr 1ll•c1.1 ■-
■ tuna with Jm,lh:• lkl1••rh1cml. 

l>Clt/Or11A 

J.. An:111.-hla ,,,c-•1•ant lavlev 
wu11I •1ruupa hu1u1. hu11 IJ:I 
lllv ol 1:1.u1ln 1·11111:y, Ot.e!, 
•·u: 81111 ll, l'liall Anti 111:1·A - UIU 
110,t 1u•1•11. 

OCN 
uct·.11 

J. IJi,rk •1u11111 l,l.111t ltln ■ l••uo• 
lh,11 11,!1!11 lu lua raun.1rch ■ 1i , . 
........ ...... ,a IJIUUJl/ln•llvl1l11al 

Mo1 k ■■ 11 l •1neu1:ul u. 

IJCII 

IICl'A 

4.. U.uk •Jroua• 1r.A=tut11t1bloa ••u1 
,h,1lln ,U111:111lluna1y 111e

•11o111l ravlaw 1•1u1:u1l1tl'o ■ 

ruul"oaal. 

OCII 

S. 111 c··••• aul rovlc:u •• , ... M••.. l 
lm11..1Jlr ch:,:ulal111l Lo rue: ■, 

O!i ulv of c:111111 • l·ol lc:y 
AU•I olhur aw:,J1nl ■ .ul IJIOup 
fna c•rnu11-:nl •• 

OCR 

6. f"1111w11c:nl• huo11nualc,I Iulo• 
1evhr•I 1lrAll , l'ld .. •J•·•ut 
rovlr.M 1,1u1io•n•I f11tl1I lt1t1lu,I 

lll'ft 
1u:rA 



!l!Y!!dH.!l!l'fl!.J!!'.!i!!!'f..H!!L!'!~AII -- l'l:ICAI, VllAIIII 12'l2...L!200 

11011 ILh. 1:nrc _l'lnuuclul{ _Ad1alnl11Lr11_L lun Offlcu f«lrC!illl llli!!L ■ 

l'1•11grni• llbJcu:Llvo 1 •ro cnl'l'l/ ouL U,o :lcu:rntnry'u l11ILl11tlvo, Lo 11nko 
ulvll 1·l11hta on l11Lc1:rol 11111·t of Lha ..1aulu11 of 
Lhe llcrnllh C:ara t't,11111ulnK Ad11lnl11tr11Llo11, 

011ernLl1111nl Tu 1lt11l•111 civil rl•1hln dlavu1llnnAlV' 1•1o~gra11l wovh:11 1l•n&la11la anJ 1•rocadur•• 
Ol,Jcc:Llvcl aml lnc.:ur1.urala In uc,·A 1U11a:rca1 louaav u••nt: 1•1t•gcrut•• 

---·-·-- ,---
A1:·rio11 :mi1•11 111.::u•uu:1 11111•1, v •·v 1919 l''f 1900 ____________,_____ t.m: Jllff :1i;;r .1i!Y. ,m,ir ruir ~mr:- ·mr , ~~ M; _DEe: Ill: 111,:a. "Rln. ·n~ :J!AY 1im1~ ·:iMt!: 

l. 1•1011t1ual 111ul1111llt1u1 lo CJCII ocn 
l•hcu:tnr fur •1•11ruval. 

O. f,t"Jt lll1cclu1 Hul•I•• 11ruce.. v-. 
,lo1rn ID llu, Sr..:rclarr fur OCR v-. 
f'1•pruval, 0 

!>. Cucrr.l arv llf•l•IUYn ■ & 1•••-
!JUhl 11:vluw 11rcw:1:1l11re1 •1.uh· 
Unhc•I In 1·,uta1al 11avl•lar. 

Ill, Ol'l'A w•11 hot "111, 1~:l'A In QCA/lll'l•A --r 
,hAtl ftl , •• , 111:r11 

OCH 

u, IM"l'A 1..,,10..•ul,t l''"'"'lr,ml 11cr11 
_JV ll 

••·••• 1t·1111h11 rr\llt•W 111t11:r111Unh 

fu1 al I ,Ua1:rrl luua1y u1·a11l1. 

JV llII, n1•11A •cmllur• l'""'I'•"• au.S OCII/OrllA 
&UC'Jt'lle• l•OI loillt: •valuation 
lepo1 l•• 



I 

7 

551 

l::a.te: 

He.al~ c:=e ::':!..-:anc:!.-:q ;>.c:::u.:ist:atio~ 

( ?CC 

L 

l. ?:-:~...!n Q:jec,:~·;e: T:i ea.."":7 cu: t~ Sec..'"'!ea..-1's :!:.!:~ia.t!·.re ~ :=alee 
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In IIC'dlcua co,llflcallun•. Vt 

Vt 
Vt

J. lk-vlru 1•,Hlc1n ■ uf Tltl11 VI 
co..,111 •lot• I t1t111lnr• l"llnltal ■ 
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Exhibit 8 

DEPARTMENT OF HEALTH, EDUCATION·, AND WELFARE 
PUBLIC HEALTH SERVICE 

HEALTH RESOURCES ADMINISTRATION 

FULL DESIGNATION AGREEMENT 
BETWEEN 

HEALTH, EDUCATION, AND WELFARE 
AND 

•. 

(N-.- ad Ada:lrrn of WApplicot for HSA DnipatioaJ 

Project No. 

In accordance with the provisions of Section 1615 of the Public Health Service Act (hereinafter referred to as 
the "Act"), the Secretary of Health, Education, and Welfare (hereinafter referred to as the "Secretary") and 

the-------------------------------- (hereinafter 
(Applicant Entity} 

referred to as the "Agency") hereby agree as follows: 

I. DEFINITIONS 
As used hereinafter, all terms shall have the meanings given them in 42 CFR Part 122 (hereinafter refer
red to as the "Regulations"). 

II. DESIGNATION 
The Agency is designated as the fully designated Health Systems Agency fo'ia.., ..plilcm,.....,.. o/AmJ 

________________________________ for the term 

set forth in paragraph IX of the Agreement (hereinafter referred to as "the period .of this Agreement"). 

Ill. FUNCTIONS TO BE PERFORMED BY THE AGENCY 
la) General 

During the period of this Agreement, the Agency shall meet and continue to meet the requirements 
of Section 15121b) of the Act with respect to its organization and operation and perform the func
tions prescribed by Section 1513 of the Act and 42 CFR Part 122, Subpart B. 

(b) Performance According to Work Program 
(1) The Agency shall, during the period of this Agreement, carry out the responsibilities and per

form the agreed to functions of a health systems agency at such time and in such manner as 
set forth in the approved work program which is appended hereto as Appendix,A and is incor
porated by reference and made a part of this Agreement as though fully set forth herein. 

(2) Where an Agency determines that it cannot at the time agreed to and in the manner specified 
in the approved work program perform a functionls), it shall so ·notify the Secretary at the 
earliest practicable date. The Secretary may then agree to modify the work program in a man
ner consistent with the Act,_ the regulations and the purpose of Part B of Title XV of the Act 
as determined by the Secretary. 
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IV. GOVERNING BODY 
The Agency shall, during the entire period of this Agreement, maintain a governing body and m:ecutive 
committee, if any, which meets the requirements of Section 1612(b)(3) of the Act and 42 CFR 122.109. 
The Agency shall inform the Secretary in wr!ting as changes in governing body andlor executive commit
tee membership occur. 

V. ORGANIZATION CHANGES 
The Agency shall promptly notify the Sec;retary and the State Agency for each State in which the Agen
cy's health service area ia located of changes in !ta legal status, organization or m:ecutive director which 
occur during the period of the Agreement. • 

VI. STAFF 
The Agency shall maintain a staff which meets the requirements of 42 CFR 122.110 and report on a 
quarterly basis to the Secretary concerning recruitment and maintenance of staff resources as projected 
in the approved work program. 

VII. REPORTS 
The Agency will make reports, in such form and containing such information concerning its structure, 
operations, performance of functions, and other matters as the Secretary may from time to time require, 
and keep such records and afford such access thereto as the Secretary may find necessary to verify such 
reports; Provided, that at a minimum the Agency shall provide quarterly reports on all aspects of its 
operations. 

VIII.COMPLIANCE WITH THE A~ AND REGULATIONS 
The Agency will comply with the relevant provisions of the Act and such rules, regulations and general 
instructions as the Secretary may prescribe to carry out the purposes of this Agreement, including those 
set forth in 42 CFR Part 122. 

IX. TERM OF AGREEMENT 
This Agreement shall be effective on ---------,,,------,-,,,-----,--,-----,-------

ID,_a"' ofSignatutt ofAgmey/
andshallm:pireon __________..._________________ 

/12 • Sf/ Month, from tM Datl! ofSignatutt ofAB•""J'I 

X. TERMINATION OF AGREEMENT 
1. This Agreement may be terminated by the Agency prior to the m:piration of its term upon 90 days 

written notice to the Secretary which ■ hall set forth the reasons for such termination and its effec-
tive date. • 

2. This Agreement may be terminated by the Secretary prior to the m:piration of its term upon his 
determination, after having given the Agency at least 90 days written notice of its deficiencies and 
the corrective actions required and an opportunity for a hearing before an officer or employee of the 
Department designated for such purpDIIB by the Secretary, that the Agency is not complying with 
or effectively carrying out the provision of the Agreement. 

XI. RENEWAL 
This Agreement may, at the option of the Secretary and in accordance with the requirements of 42 CFR 
122.l0S(b)(l), be renewed for an additional term of not to m:ceed 36 months, provided that he/she deter
mines that the Agency has fulfilled in a satisfactory manner the functions of a health systems agency as 
prescribed by Section 1613 and continues to meet the requirements of Section 1612(b) of the Act and ap
plicable regulationa (42 CFR Part 122, Subpart B). Where the Secretary determines not to renew such 
agreement, that determination will be made only after he/she has provided the Agency with written 
notice of the reasons for such failure to renew and the opportunity for a hearing before an officer or 
employee designated for such purpose by the Secretary. 
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This Agreement is entered into by 
(N,,,,..J 

_________________, acting herein for the Secretary of Health, Education, 
(Ti~

and Welfare, and the _______________________ 
(ApplkantJ 

acting herein through ----------:::-::-:-:---,--,,-,----:---:---:---,---------
andloufual Aclinjr far tM Ag,=,/ 

BT-------,-,-,---,,--,------::::-:-:-:c------:--,----.,....--:----
1Admlnl,traror. H,altls R ..ouru, Admini,tratian for tM 

S,cr,tary ofH,oltls, Education, and W,lfard 

BT-----~m=,,,,..,-~---
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APPENDIX A 

Attach the approved work program subject to conditions, If any. 

APPROVED WORK PROGRAM 

Tha attached Is approved subject to the following conditions: 

1. 

2 •• -----------------------------

3. 

NOTE: 

An approved work program Is a necessary prerequisite to entering into e 
designation agreement. 

The effective date of the agreement is the date that the designation agreement 
Is consummated. The Administrator, HRA, sends the applicant a signed agree
ment and an approved work program subject to conditions, if any. The appli
cant agrees to the conditions, signs the designation agreement and dates it. 
This consummates the agreement. The date the applicant signs it becomes the 
effective date of the designation agreement. 
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PUBLIC HEALTH SERVICE 

GENERAL INFORMATION AND INSTRUCTIONS 
FOR GRANT APPLICATION FORM PHS 5161-1 

IRav, 3•791 

The enclosed application form, PHS 5161-1, Is used for a 
variety of grant programs administered by the Public Health 
Service (PHS). The basic format Is prescribed by 0MB Cir• 
cular A·102 for use by State and local government ap
pllcanls. PHS supplementary Instructions are Included to 
extend use of the form to encompass nongovernmental ap
plicants for health services programs and to amplify or 
clarify the standard Instructions where necessary. Unless 
otherwise directed, applicants are lo respond to the stand• 
ard Instructions and to the PHS supplementary Instruc
tions. 
The PHS 5161-1 Is Intended for use by governmental and 
nongovernmental • applicants seeking support for health 
services projects. 
This application consists of a General Information and In
struction section followed by five Parts of the standard ap
plication. ·It also contains a Checklist which must be sub
mitted with the completed application. 

The General Information and Instruction section contains 
Information about PHS policies and procedures. 

Part I consists of the Standard Form • 424 which Is a multi• 
purpose form that requests basic Information about the ap
plicant and the project. It also can be used as the Notlflca• 
tlon of Intent to State and areawide clearinghouses for pro)· 
eels covered by 0MB Circular A-95. PHS will provide the 
Report of Federal Action to State Central Information 
Reception Agencies for projects covered by Treasury Cir• 
cular • 1082. 
Part II, Project Approval Information, requires that the appli• 
cant respond to questions concerning various types of ap• 
proval by non-Federal agencies. PHS has supplemented 
this Part with Instructions setting forth the procedures to 
follow for obtaining comments from A-95 Clearinghouses 
and approval from Health Systems Agencies. 

Part Ill, Budget Information, requests information on the ap• 
plicant's financial plan for carrying out the projecl or pro• 
gram. Both the Federal and non-Federal shares are to be in• 
eluded In the financial plan. Please note carefully the PHS 
supplementary Instructions to this Part. 

Part IV, Program Narrative, requests the applicant to 
describe the objectives of the program and how these ob· 
Jectlves will be reached. For projects funded beyond the 
first year. this Part serves as the progress or performance 
report. 

Part V, Assurances, sets forth certain requirements with 
which applicants must comply If a grant Is awarded. These 
assurances are cenified when an authorized official of the 
applicant organization signs the face page ol Part I. 

Before completing the application, It Is advisable to refer to 
relevant program guidelines supplied In the application kit. 
The kit may also contain additional supplementary lnstruc• 
lions necessary to satisfy unique program requirements set 
fonh in legislation or regulations. 

For information about, or copies of, material referred to in 
the application, contact the grants management office 
which supplied the application kit. 

"ludg9t PMOd• The in1arral ar time (usually 12 montbs) ln1a whk:h the s;iroject 
period Is dhided tor funding and raportlng purpQMS. 

a,tro}lctPerlod•'ThatotalUmela,wbidlSuppattalaprajeetha:sbetlnpragram. 
maUc:ally appro.od. A ,:woject period mat conslsl of one or mQf9 budget 
periods. 

TYPE OF APPLICATIONS 

Form PHS 5161-1 may be used for any of the following types 
of applications: 

1. New 
A new application is a request for flnancfal assistance 
for a project or program not currently receiving PHS 
support. If recommended for approval Jt must compete 
with other new applications, competing continuation 
applications, and competing supplemental appllca• 
tlons for any available funds In accordance with 
Federal awarding office funding priorities. 

A complete submission of all Information requested 
on Form PHS 5161-1 Is required for new applications. 

2. Noncompeting Continuation 
A noncompeting continuation application Is a request 
for support beyond the Initial budget period' within a 
previously approved project period'. These applica
tions do not compete with other applications, and the 
level of support Is determined by the awarding office 
after considering the previously recommended level of 
support and the pro,ress of the project. 
A complete resubmission of the material contained in 
the Initially approved application ls not necessary, but 
the continuation application should Include: a detailed 
budget for the budget period requested Including 
Justification as necessary; Information on the qualify• 
ing experience of key personnel added since the 
previous submission; a repon of progress relative to 
approved objectives; and a narrative discussing any 
significant changes to the orlglnaliy approved project 
plan. Refer to Part IV, Item 5.b, Program Narrative In
structions, and to program guidelines for additional 
guidance on preparing the progress report. 

3. Competing Continuation 
A competing continuation application Is a request for 
the extension of support for one or more budget 
periods of a project period which would otherwise ex• 
plre. These applications are subject to the same 
review and analysis as new applications and they com• 
pete for available funds with other competing con
tinuation applications, new applications. and com• 
petlng supplemental applications. 
The Information requirements applicable to com
peting continuation applications are the same as 
those that apply to new applications. 

4. Supplemental 
A supplemental application Is a request for additional 
funding within an approved budget period for program 
expansion or administrative Increases. Applicatlons 
for funds for the expansion of the project scope are 
subject to the same review procedures as new or com• 
petlng continuation applications. Applic.atlons for 
funds to meet increased administrative costs that take 
effect during a current b~Oget period, such as fringe 
benefits or organizational or other salary Increases not 
included in the grant applications are usually non· 
competing, but are subject to the approval of the awar• 
ding olllce and the availability of funds. 

An application for supplemental funds must delineate 
the need for the supplement. it should describe how 
the supplemenl or the lack of It will Influence the alms 
of the program. 

• 
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On the budget sheet(s) show ·only the supplemental NONCONFORMING APPLICATIONS 
funds required and the proposed matching/cost par Applications that are determined to be nonconforming shall 
ticipation amounts, If appropriate. As part of the 
budget Justification, however. Include a statement as 
to whether any changes have been made or are In• 
tended In the allocation of funds among categories for 
the previously approved budget. 

PROJECT DEVELOPMENT 

AU new applicants are urged to discuss their Interests and 
Ideas for developing projects early In the planning stages 
with State, regional, and local planning ag8ncles and/or 
health departments. Community support should be ensured 
through provision of opportunities for public and private 
participation In the planning and development phases. 
When applicable, comments must be sought from A-95 
clearinghouses, and approval obtained from Health 
Systems Agencies. (See PHS Supplementary Instructions 
to Part ti.) 

Staff of the administering office from which funds are being 
requested are also available to assist applicants. 

COMPLETING THE APPLICATION 

Type, using dark typewriter ribbon, single-spaced where 
practicable. instructions for the printed forms appear on 
the reverse side of the page and on the supplementary 
pages. 

If more space Is needed than that provided on the form, use 
a blank sheet of paper and complete the Information Item 
using the same format. Properly Identify the information 
Item and the sheet of paper as a continuation page and at• 
tech ii behind the appropriate application page. 

ASSEMBLING AND MAILING 

To facllltate awarding office review and processing of the 
application, ail pages of the application should be 
numbered and preceded by an Index which indentlfles the 
content of the appllcatlon. Assemble the materials with the 
printed forms on top followed by the project narrative and 
biographical sketch and then any remaining documents. 

Completed applications should be signed In Ink by an 
authorized official of the grantee organization and 
duplicated In accordance with the requlr8ments of the 
awarding office or 45 CFR 74 for State and local government 
applicants. Mall completed applications to the appropriate 
grants management office In time to meet the deadline date 
for receipt established by the awarding office. 

ACKNOWLEDGEMENT 

Applicants will be sent a written acknowledgement by PHS 
administering offices within 3 working days of receipt of 
the application. 

LATE APPLICATIONS 

New/Competing Continuation: 
Applications received after close of business of the 
deadline date for receipt may not be accepted for proc• 
esslng and review. Those not accepted for processing 
will either be returned to the applicant or the applicant 
will be notified that the application Is being held until the 
next regularly sctiednl81f review cycle. 

Noncompeting Continuation: 
Applications which are not received In time to permit an 
orderly review, processing, and award Issuance on or 
before the beginning date of the continuation budget 
period, may· result in: (1) an extension of the current 
budget period without add/Ilona/ Federal funds, and (2) a 
deley in the beginning date of the new budget period. 

not be accepted for processing and shall be returned to the 
applicant. A grant appllcatlon may be classified as noncon• 
forming If It does not meet the requirements of the program 
announcement to which It ls responding. 

APPLlCATION REVIEW 
Applications will be evaluated and rated according to 
criteria and priorities established for the relevant grant pro• 
grams, and described In program announcements and 
guidelines. 

UNSUCCESSFUL APPLICANTS 
After a decision has been reached either to disapprove or 
not fund a grant application during a given review cycle. a 
written notice shall be sent the unsuccessful applicant 
.within 30 days alter that decision. 

PRIVACY ACT 
The Privacy Act of 1974 (5 U.S.C. 552a) gives Individuals the 
right of access to Information concerning themselves and 
provides a mechanism for correction or amendment of the 
records. The PriYacy Act also provides for protection of In• 
formation pertaining to an Individual, but ii does not pre• 
vent disclosure of such information if required to be re
leased under the Freedom of Information Act. The Privacy 
Act requires that a Federal agency advise each individual 
whom ii asks to ~upply Information of the authority which 
authorizes the solicitation. whether disclosure Is voluntary 
or mandatory. the principal purpose or purposes for which 
the information is intended to be used, the use outside the 
agency which may be made of the Information, and the el• 
feels on the Individual, If any, of not providing ail or any part 
of the requested information. 

PHS Is requesting the information called for in this applica
tion pursuant to Its statutory authority for awarding grants. 
Provision of the information requested Is entirely voluntary. 
The collection of this information Is for the purpose of 
aiding In the review of applications prior to grant award 
decisions and for management of PHS programs. A lack of 
sufficient Information may hinder PHS's abillty to review 
applications, monitor grantee performance, or perform 
overall management of grant programs. 

This information will be used within the Department of 
Health, Education, and Welfare. and may also be disclosed 
outside the Department as permitted by the Privacy Act, in• 
eluding disclosures to the public as required by the 
Freedom of Information Act, to the Congress, the National 
Archives, the Bureau of the Census, law enforcement agen
cies upon their request, the General Accounting Office, and 
pursuant to court order. It may also be disclosed outside 
the Department, if necessary, for the following purposes: 

1. To the cognizant audit agency for auditing. 
2. To the Department ol Justice as required for litigation. 
3. To a congressional office from the record of an In• 

dlvldual in the response to an. inquiry from the con• 
gressionai ofllce made at the request of that in• 
dlvlduai. 

4. To qualllled experts not within the definition of 
Department employees as prescribed In the Depart• 
ment regulations (45 CFR, Part 5b.2J for opinions as a 
part of thoapplication review process. 

5. To a Federal agency, In response to Its request, In con
nection with the leltlng of a contract, or the issuance 
of a license, grant, or other benefit by the requesting 
agency, to the extent that the record is relevant and 
necessary to the requesting agency's decision on the 
matter. 
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6, To Individuals and organizations deemed qualified by 
PHS to carry out specific research related to the 
review and award processes of PHS. 

7. To organizations In the private sector with whom PHS 
has contracted for the purpose of collating, analyzing, 
aggregating, or otherwise refining records In a system. 
Relevant records will be disclosed to such a contrac• 
tor. The contractor shall be required to, maintain 
Privacy Act safeguards with respect to such records. 

8. To the grantee Institution relative to performance or 
administration under the terms and conditions of the 
award. 

FREEDOM OF INFORMATION ACT 

The Freedom of Information Act and the associated Public 
Information Regulations (45 CFR Part 5) of the Department 
of Health, Education, and Welfare require the release of cer• 
taln Information regarding grants requested by any member 
of the public. The Intended use of the Information will not 
be a criterion for release. Grant applications and grant 
related reports are generally available for Inspection and 
copying except that Information considered to be an unwar• 
ranted Invasion of personal privacy will not be disclosed. 
For specific guidance on the availability of Information, 
refer lo 45 CFR Part 5. 

PARTI 
PHS SUPPLEMENTARY INSTRUCTIONS 

Item 4 • II the payee will be other than the applicant, enter In 
the remarks section on the back of the SF-424 
facesheet, the payee's name, department or dlvi• 
slon, complete address, and employer ldentlflca• 
tlon number or DHEW entity number. II an In• 
dlvldual's name and/or title Is desired on the 
payment Instrument, the name and/or title of the 
designated Individual must be specified. 

Item 5. If the applJcant organization has been assigned a 
DHEW entity number consisting of the IRS em• 
player Identification number prefixed by "1" and 
sulllxed by a two-digit number, enter the full DHEW 
entity number In block 5. 

PARTII 

PROJECT APPROVAL INFORMATION 
PHS SUPPLEMENTARY INSTRUCTIONS 

Applications for many health services grants must undergo 
reviews by outside review bodies prior to review by PHS 
awarding programs. Information on the reviews performed 
by State and areawide clearinghouses and Health Systems 
Agencies Is provided below. 

PROJECT NOTIFICATION AND REVIEW SYSTEM 

Reier to the relevant program guidelines or Appendix 1 of 
the catalog of Federal Domestic Assistance to determine 
whether 0MB Circular A-95 requirements are applicable. 

The purpose of the system Is to facilitate coordination of 
State, areawide, and local planning and development 
through the establishment and use of a network of State 
and areawide clearinghouses. The functions of the clear• 
lnghouses are to Identify the relationship of any project to 
Statewide or areawide comprehensive plans and to evaluate 
the significance of projects to the plans or programs of par• 
ticular State agencies or local governments. Clearing• 
houses will also assure that public agencies responsible for 
environmental standards or civil rights have an opportunity 
to review and comment upon proposed projects. The 
system Is the means of carrying out the policies and direc
tives of Title IV of the Intergovernmental Cooperation Act of 
1968 and the requirements of Section 204 of the Oemonstra• 
lion Cities and Metropolitan DBYelopment Act 'of 1966. 

APPLICANT'S RESPONSIBILITY 

A. N- AppllcaUons 

1. As soon as an applicant decides to request support 
from PHS for a proposed project, the applicant must 
notlly both 1he State and appropriate areawide clear
inghouses of the Intent to apply for Federal 
assistance. The notification must contain sufficient 
information to enable the clearinghouses to review 
the proposed activity and to determine those other 
agencies within the clearinghouses area which would 

have an Interest in the proposed projecL In the 
absence of any contrary Instructions from clear• 
lnghouses, applicants shall use Standard Form 424 to 
notify clearinghouses of their Intent to apply for 
Federal assistance. A copy of the SF-424 Is enclosed 
as the face page of this application. 

2. Clearinghouses have 30 days after receipt of notlfJca• 
lion from the applicant In which to disseminate the 
Information In the notification to other appropriate 
State, areawide, or local agencies, and In which to 
make their own review of the Information. Within this 
JO.day period, the clearlnghouse(s) should also ar• 
range with the appllcant conferences or consulta• 
tlons on any Issues raised on the proposed project. 

3. Clearlnghouse{s) comments, but Issues are not 
resolved. 

a. During this JO.day period, and, If necessary, during 
the ensuing period while the application Is being 
written, the applicant must confer with the clear• 
lnghouse(s) or other appropriate agencies when so 
requested to discuss any Issues ralsed by the pro
posed project. An'effort should be made to resolve 
Issues In such a way that the application can be 
appropriately modified before. II Is submitted to 
PHS (or to a State agency II the State agency Is 
responsible for final approval of project appllca• 
lions). 

b. If Issues raised are not resolved through discus• 
slon, the clearinghouse may notify the applicant 
that it wishes to make comments on the com• 
pleted application. Applicants must then submit 
the completed application to the clearinghouse(s) 
before ii Is sent to PHS and allow the clear• 
lnghouse(s) 30 days In which 10 Ille comments 
with the applicant. 

3 



569 

c. Finally, the applicant must Include with the ap
plication, when submitted to PHS (or to the State 
agency), any comments and recommendations 
made by or through clearinghouses along with a 
statement that such comments have been con
sidered prior io submission of the application. 

,r4, Clearinghouse(s) does not comment or all Issues are 
resolved. 

a If by the end of 30 days the applicant has received 
no comments and no requests from the clear
inghouses for further consultation, or' If all Issues 
raised are resolved through discussion between 
the applicant and the Interested agency, ap• 
pllcants may complete and submit the application 
to PHS. 

b. Applicants must Include with the application a 
statement that the procedures outlined In this sec
tion have been followed and that: (1) no comments 
or recommendations have been received; or (2) the 
application has been modified In accordance with 
clearinghouse Instructions. 

5. Submission of Application 

The notification to the clearinghouses, discussion to 
resolve Issues while the application Is under prepara
tion, and the receipt of comments on the completed 
application (when necessary) are all actions to ba 
completed be/ore the application Is submitted. The 
State Application Identifier (SAi) numbar assigned by 
the clearinghouse lo all covered projects must be In
cluded In the application In Item 3.a of the face page. 

Applications that do not meet the documentatlve re• 
qulrements set forth In paragraphs 3.c and 4.b above, 
shall either be returned lo the applicant or held with 
no further action taken pending receipt of such Infor
mation. 

B. Competing Continuation, Noncompeting Continuation 
and Supplemental Applications 

1. Competing continuation applications and non
competing or supplemental applications requesting 
substantive changes to ~pproved proJects are also 
subject to the full notification and review re
quirements described above. 

2 .. Noncompeting continuation and supplemental ap• 
pllcallons within an approved project period which do 
not contain substantive changes do not have to go 
through the Project Notification and Review System 
unless spaclflcally requested by the State or 
areawide clearinghouse or unless the original ap• 
plication was not reviewed because the program was 
not then subject to the Project Notification Review 
System. 

Addresses of Clearinghouses 

A Directory of Clearinghouses Is maintained In each 
PHS Agency and Regional Office. If the addresses are 
not provided In your application kit, applicants should 
request from the appropriate grants management office 
the name and addresses of the clearinghouses to which 
they must submit the notification. 

NOTIFYING HEALTH PLANNING AGENCY OF APPLICATION 
FOR PHS GRANTS 

Section 1513(e) of P.L 93-641, National Health Planning and 
Resources Development Act of 1974, requires a fully 
designated Health Systems Agency (HSA) to review and ap
prove or disapprove certain proposed uses, In Its health 
service area, of funds authorized under. the PHS Act; the 
Community Mental Health Centers Act; Sections 409 and 
410 of the Drug Abuse Office and Treatment Act; and the 
Comprehensive Alcohol Abuse and Alcoholism Prevention, 
Treatment and Rehabllltatlon Act of 1970. These proposed 
uses are revlewable If they are Intended for the develop
ment, expansion, or support of health resources. In addl· 
lion, the HSA Is required to review and approve or dlsap
'prove proposed uses In Its health service area of funds 
made avallable by the State from grants under these acts 
for the same purposes. 

There are two exceptions to the general requirement for 
HSA review. Certain applications for projects that will serve 
Native Americans are reviewed and commented upon by 
HSA's but not approved or disapproved. This stipulation ap
plies to applications for funds under these acts for projects 

NOTE 

f 
In most areas A-95 Clearinghouses and Health Systems 
Agencies (HSAs) have developed agreements In the review 
of applications to avoid duplication of effort and overlap of 
responsibilities. Applicants are urged to contact their HSA 
and/or A-95 Clearinghouse to obtain Information on how to 
submit applhlatlons for review. 

" 

located within or that speclllcally serve a federally recog• 
nlzed Indian reservation, or certain Indian-owned lands and 
land areas held In trust In Oklahoma, or In native villages In 
Alaska 

Section 1513(e) of the Act also provides for a general excep
tion to review for proposed uses of funds appropriated for 
grants under TIiie IV (National Research Institutes), TIiie VII 
(Health Research and Teaching Facilities and the Training 
of Professional Health Personnel), and Title VIII (Nurse 
Training) of the PHS Act. However, uses of funds authorized 
under these Illies are revlewable If the grants support: (a) 
the development of health resources Intended for use In the 
health services area; or (b) the delivery of health services. 

Applicants are requested to contact the appropriate HEW 
Regional Office or the awarding agency/bureau grants 
management office for additional Information concerning 
the requirement for HSA review of applications for Federal 
assistance and the procedure for submitting the applica
tion to the HSA for review. 
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PART Ill 

BUDGET INFORMATION PHS SUPPLEMENTARY INSTRUCTIONS 

General 

The "budget" Is the applicant's estimate of the total cost of 
performing the project or activity for which grant support Is 
requested. It will normally Include the amounts requested 
from PHS (Federal share) and any amounts proposed to 
meet the matching or cost participation requirements (non-
Federal share). . • 

Matching amounts are those required by legislation 
whereas cost participation amounts are administratively Im• 
posed by PHS officials on a program-wide basis or through 
negotiation on a project-by-project basis. Matching or cost 
participation amoullts comprising the non-Federal share 
may also include any amounts voluntarily proposed by the 
applicant that are In excess of PHS requirements. 

In preparing the budget, particularly in presenting the appli
cant's share, it is Important to understand that any and all 
project costs which might be approved by PHS and 
documented on the Notice of Grant Award (NGA) as the 
total approved budget will be subject to the same Federal 
requirements of allowablllty and prior approval. PHS and 
the grantee, as a condition of award, will share In the ap
proved cost according to the percentage of the Federal and 
non-Federal funds approved In the budget, excluding In• 
kind contributions. 

While It Is not the Intent of the Federal Government to have 
applicant organizations participate In the budget to the ex
tent that PHS would exercise unreasonable control over 
grantee resources, the Intent of the applicant with respect 
to Its non-Federal participation must be clearly established 
In the budget and In the narrative. 

All proposed costs reflected in the budget, both Federal 
and non-Federal, must be necessary to the project, 
reasonable, and otherwise allowable under program legisla
tion and regulations, grant policies, and the applicable cost 
principles described In Subpart a of 45 CFR Pan 74. 

In negotiating the budget, PHS will lake Into account the 
applicant's potential for generating Income from third par
ties (program income). This process becomes more Impor
tant each succeeding year that PHS continues to support a 
project and as grantees become better able to assume a 
heavier financial responsibility for the total project. 

Sections A thru D should provide budget estimates for a 
single budget period of 12 months unless program guide
lines stipulate otherwise. 

Direct Assistance -

Direct assistance is goods or services provided In lieu of 
cash. This type of assistance, which requires a prior agree
ment with the awarding agency, may Include the assign• 
ment of PHS personnel or the provision of supplle"s or 
equipment. If Direct Assistance Is requested In lieu of 
Financial Assistance enter the cash equivalent amounts In 
column (2) under Section B in the appropriate object class 
categories. Identify all Direct Assistance items under Sec
tion F. 

Section A - Budget Summary 

Columns (c) and (d) • For projects currently receiving PHS 
support, estimated unobligated funds should always be 
entered 1n these columns. 

Section B - Budget Categories 

Amounts entered by budget category In this section are for 
summary purposes only. Itemization and· justification of 
specific needs by budget category are to be shown under 
Line 21, Section F. 

Line 6.a • 6.h.-The budget amounts must reflect the total 
requirements for funds regardless of the source of funds. 
All amounts entered in this section are to be expressed in 
terms of whole dollars only after completing the re• 
quirements of Section F. 

line 6.j-lndlrect costs are those costs related to the proj
ect that are not Included as direct costs in a. thru h. To 
receive payment for indirect costs, the applicant must have 
the current indirect cost rate approved by HEW or have ade• 
quate documentation on file If the applicant is a local 
government agency. Information and advice on establishing 
indirect cost rate proposals may be obtained from the in• 
direct cost negotiator In the HEW Regional Administrative 
Support Center. 

line 7.-Program income (grant related income) means 
gross income earned by the grantee from grant-supported 
activities. Grant-supported activities are those activities 
specified or described in the program narrative which are 
approved for PHS funding whether or not such PHS funding 
conslitutes all or only a portion of the financial support 
necessary to carry out such activities. Grant-supported ac
tivities, therefore, are not just those activities performed 
with Federal grant funds, but are activities performed under 
the project which Is being suppo·rted In whole or In pan by 
PHS. 

Program income includes but is not limited to Income in the 
form of lees for services performed during the grant period, 
proceeds from the sale of tangible personal or real property, 
usage or rental fees, and patent or copyright royalties. In
clude on this line the total amount of program Income ex
pected lo be generated from the project for the budget 
period requested from both the Federal and the non-Federal 
grant supported activities. 

Income from fees and other Income classified as "'general 
program income" (see 45 CFR Part 74.42) may be proposed 
to satisfy a matching or cost participation requirement and 
Included In the grant budget but may not actually be used 
for such purpose unless the terms of the grant expressly 
permit It. When proposed for matching or cost partlclpa• 
tion, such income must be separately Identified under Sec
tion F, Line 23. 

Sectlon C - Source of Non-Federal Resources 

Lines 8·11 - Enter amounts of non-Federal resources, If 
any, that will be used In conjunction with Federal grant 
funds to carry out the project.·Explaln in Llne23, Section F, 
showing the type of contribution, and whether It is cash or 
In-kind. 

Section D - Forecasted Cash Needs 

Whenever unusuardlfferences are reflected In the quarterly 
projections, a justification should be furnished under Line 
23, Section F. 
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Section E - Budgol Estlmolos of Fodoral Funds Nooded 
for Balance ol lhe Pmjecl 

Secllon E • Lines 16-19 - For projects requiring more than 
one year to complete, II Is Important that the awarding of
fice and the applicant reach a mutual understanding as to 
the probable length of the project and approximate amount 
ol llnanclal support thal PHS wlll provide. 

The Iota! time !or which support of a project may be pro
grammatically approved by awarding o!!lces conslllutes 
the "project period." This approval of a project period does 
not bind the Federal Government to support \he project In 
future years but It does enable grantee and granter to make 
budgetary projections and reduce certain admlnlstrallve 
procedures. Future funding of the project Is dependent on 
the avallablllly of funds and salls!actory progress of the 
project. 

Except where specl!lcally permllted by leglslallon or regula
tion, awarding component approval of a project shall not ex
ceed 5 years. Within the approved project period, projects 
will be divided Into "budget periods" (usually 12 months) for 
funding and reporting purposes. 

For new appllcatlons and conllnulng grant appllcallons, 
enter In the proper columns amounts of Federal funds for 
direct costs which will be needed to complete the project 
over the succeeding funding periods. Explain In Section F 
any unusual Increases or decreases projected for subse
quent years. Consider such !actors which may change the 
level of any category In future years, such as promotions, 
reductions for nonrecurring items, etc. 

Section F - Olher Budget Information 

Line 21, Direct Charges: Identify and explain all Items or 
categories requested under Section B In accordance with 
the Instructions set forth below. The Itemization must 
reflect the total requirements for funding from Federal and 
non-Federal sources. Do not list here any Items Included In 
the Indirect expenses entered on Line 22 below. 

a. Personnel - Show salaries and wages only. Fees and 
expenses for Consultants should be included und8r h., 
Other. Salary amounts and percent or lime or ef!ort 
must be shown for each key Individual and/or poslllon 
Identified by name or title In the program narrative and 
listed In the supplementary sheet lilied Key Person
nel. Place asterisks In lronl or Direct Assistance posi
tions to separately Identify them. 

b. Fringe Benefits • Leave blank If fringe benefits ap
plicable to direct salaries and wages are treated as 
part of Indirect costs In lhe Indirect cost rate negolla• 
!Ion agreement. If your organ/zallon does not have a 
federally negotiated fringe benefit package, list each 
component Included as a fringe benefit. 

c. Travel • Use only for travel (foreign and domestic) al 
project stall. Travel of consultants, board members, 
trainees, etc., should be Itemized under Item h., as 
should local transportation o.e., where no out-of-town 
travel Is Involved.) Identify proposed out•of•tawn travel 
for project personnel and board members. Supporting 
data should Include numbers of trips anticipated, 
costs per trip per penion, destinations proposed, 
modes of transportation, and related subsistence ex
penses. All proposed travel costs must be consistent 
with the grantee organization's travel policies, or II 
none, should not exceed those llmlls described In the 
HEW travel regu!atlons. 

Any foreign travel requested must be separately Iden• 
tilled and Justified. Travel to be provided by Direct 
Assistance must also be separately Identified. 

6 

d. Equipment • Use only for nonexpendable personal 
property, which Is defined as follows: 
Nonexpendable personal property means tangible per
sonal property that Is complete In Itself, Is of a durable 
nature, has an expected useful llfe of more than 1 year, 
and has an acqulslllon cost al S300 or more per unit. 

List and estimate cost of each Item of nonexpendable 
personal property to be purchased for use on the proJ· 
act. Justify llems where project relatedness Is not'ob
vlous. Equipment lo be provided by Direct Assistance 
must be separately Identified. 

Items costing Jess than S300 should be shown under 
line i,, • Supplies. 

e. Supplies • Include all tangible personal property ex• 
cept that which Is listed under Equipment. Requests 
whose aggregate costs are In excess of $500 per sub
category of tangible personal property (supply) musl 
be separately ldenllfled and explained. Vaccine and 
other supplies to be provided by Direct Assistance 
must also be separately ldenllfled. 

f. Contractual • Use for: (1) procurement contracts (ex
cept those which belong In other categories such as 
equipment, and supplies), (2) lnpallenl and outpallent 
care cost, and (3) contracts or other agreements With 
secondary recipient organizations such as affiliates, 
cooperating Institutions, delegate agencies, political 
subdivisions, etc. Payments to Individuals such as 
stipends.and allowances fortralnees, consulting fees, 
etc. should be Itemized under the category "Other" 
!denllly all ~reposed contractual acllvllles Included In 
this category. 

For each proposed contract In (1) above In excess of 
S10,000 and each Item In (2) and (3) above provide lhe 
following ln!ormallon: 

1. A description of the acllvltles or functions In• 
valved: 

2. A Jusllflcallon for their performance by a third 
party; 

3. A breakdown of and Jusllllcatlon for the esti
mated costs; 

4. The type of contract expected to be awarded; 
5. The kinds of organizations or other parties to be 

selected; and 
6. The method or selecting these parties. 

g. Construction • Use for alterations and renovations 
only. Alterations and renovations may Include work 
referred to as Improvements, conversion, rehabilita
tion, remodeling, or modernization. Proposed costs 
that constitute new construction, relocation of exterior 
walls, roofs and floors, or completion of unfinished 
Shell space to make It suitable for human occupancy 
are considered to be construction and are unallowable 
unless speclllcally authorized by legislation and de• 
lined ,In program regulations. A separate appllcatlon Is 
required for construction. 

Consult the grants management office for guidance if 
funds are to be requested for this item. 

h. Other • Use for ail direct cost Items and Direct 
Assistance Items not Identified and explained under 
the .above categories. Include a description of the pro
posed costs, Examples of direct cos ls which should be 
Included here are computer use charges, payments to 
Individuals such as stipends or trainee allowances, 
consultant services, space or equipment rental, local 
transportation, communication, reproduction costs, 
recruitment of staff, audit expenses, etc. 



Section F • Lino 22. Indirect Charges: Enter the Indirect cost 
""rate" claimed. 

Section F • Lino 23. Remarks: Identify as to amount and 
source of funding non-Federal resources previously 
entered In Section C that will be used In conjunction with 
Federal funds lo carry out the proposed project. If In-kind 
contributions are proposed, show the basis for computa• 
lion Including: (1) numbers and types of volunteers and 
rates at which their services are valued: (2) valuation of 
donated space (use only) Including number of square feet 
and value assigned per square foot; (3) determination of 
depreciation and use allowance for grantee-owned space: 
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and (4) type and value of other In-kind contributions ex• 
pected. 

Identify separately costs proposed to meet matching or 
cost participation requirements. In general, matching or 
cost participation requ!rements may be met from any non• 
Federal source Including cash or ln•klnd contributions. 
General program Income may be used when authorized by 
the terms of the grant. Certain funds from Federal sources 
such as medlcare and medlcaid reimbursement and General 
Revenue Sharing may also be used. For specific Informa
tion on tho ellglblllty of proposed matching or cost par
ticipation sources, refer to the authorizing leglslallon and 
program regulations or consult with the appropriate grants 
management office. 

PART IV 

PROJECT NARRATIVE 
PHS SUPPLEMENTARY INSTRUCTIONS 

The narrative Is a major means by which the appllcallon Is 
evaluated and ranked to compete with other appllcallons 
for available funds. lt'should be concise and complete. Sup
porting documents should be used where they can present 
Information clearly and succinctly. Cross-referencing 
should be used rather than repetition. PHS Is particularly In• 
terested In specific factual Information and statements of 
measurable goals in quantitative terms. Narratives are 
evaluated on the basis of substance, not length. Extensive 
exhibits are not required. Pages should be ilumbered for 
quick reference continuing, the numerical sequence of the 
printed form. 

PROJECT DESCRIPTION 

Oue to the many and varied programs using this appllcallon 
form, it is not possible to provide specific guidance con• 
ceming project description that would be appropriate In all 
cases. One aspect of the description that Is applicable to all 
proposals, however, Is the requirement that all project Infer• 
matlon described In this part relate directly to the budget In• 
formation Included in Part Ill. As described In Part Ill, the 
budget consists of a combination of both Federal and non• 
Federal funds which the applicant estimates is required for 
the activities to be carried out under the proposed proJect. 

In developing the narrative, the applicant may volunteer or 
be requested to provide Information on the total range of 
health programs currently conducted and supported (or to 
be Initiated) some of which may be outside the scope of the 
program announcement. In addition, applicants are en• 
couraged to provide Information on their organizational 
structure, staff, related experience, and other Information 
considered to be relevant. Awarding offices use this and 
other Information to determine whether the applicant has 
the capabilities and resources necessary to carry out the 
proposed project. 

It Is Important, therefore, that this Information be Included 
In the proposal but It is equally Important that the narrative 
distinguish applicant resources which are directly related 
to the budget In Part Ill from those which will not be used In 
support of the specific project for which funds are re
quested. 

7 

STAFF AND POSITION DATA 

Some programs require a biographical sketch for key per
sonnel appointed and a Job-doscrlpllon for a vacant key 
position; others require both for all positions. Refer to ap
propriate program brochures for guidance In fulfilling this 
requirement. Generally, a biographical sketch Is raqulred 
for original staff and new members as appointed. Below are 
the suggested contents for the biographical sketch and Job 
description where not otherwise set forth. 

BIOGRAPHICAL SKETCH 

Existing curricula vitae of project staff members may be 
used If they are updated and contain all Information re
quested below. You may add any Information listed below 
to complete existing documents. For development of new 
curricula vitae Include Items listed below In the format most 
suitable. 

Name of staff member 
Educational history - School, location, dates attended, 

degrees earned (specify year). major 
field of study 

Professional experience 
Honors received and dates 
Recent relevant publications 

JOB DESCRIPTION 

Tille of position 
Description of duties and responslbllllles 
Quallflcallon of position 
Supervisory relationships 
Skills and knowledge required 
Prior experience raqulred 
Educational background required 
Personal qualities 
Amount of travel and othsr special conditions 
Salary range 
Hours per day or week • 
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PARTY 

ASSURANCES 
PHS SUPPLEMENTARY INSTRUCTIONS 

.No application for DHEW assistance Is approved unless the 
applicant has on Ille with the Department an accepted 
assurance of compliance with 45 CFR 80 on Assurance of 
Compliance Form HEW-441. II a copy of Form HEW-441 Is 
not already on Ille with the Department, It must be submit• 
led with this application. 

Attention Is called to the requirements ol 45 CFR 86, which 
provides that no person In the United States shall, on the 
basis of sex, be excluded from participation In, be denied 
the benefits of, or be subjected to discrimination under any 
education program or activity receiving Federal financial 
assistance. 

Attention Is called to the requirements ol 45 CFR 84, which 
provides that no otherwise qualified handicapped Individual 
In the United Stales shall, solely by reason of his handicap, 
be excluded from participation In, be denied the benefits of, 
or be subjected to discrimination under any program or ac• 
tivlty receiving Federal financial assistance. 

Accepted assuranpes of compliance with these regulations 
are required lo be on Ille with the Office for Clvll Rights, 
HEW. 

DHEW policy requires that If any phase of this proJecl will 
Involve subJectlng Individuals to the risk of physical, 
psychological, soclologlcal, or other harm, certain 
safeguards must be Instituted and an assurance must be 
flied. II the applicant lnslllution already has an assurance 
on Ille, complete the Protection of Human SubJecls Cer• 
tillcatlon, Form HEW-596. II no assurance has been flied, or 
II there Is any question about application of requirements 
for protection of human subJects lo this proJect, further In• 
formation should be requested from the Office For Protec• 
lion From Research Risks, National lnslltutes of Health, 
DHEW, 9000 Rockville Pike, Bethesda, Maryland 20014. 

NOTE 

The provisions of the Hatch Act, Item 5 of the assurances, 
do not apply to nongovernmental organizations. Nongov• 
ernmental applicants are subJect to the requirements of Of• 
flee of Management and Budget Circular A-110 as Im
plemented by DHEW and PHS. 

8 
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GENERAL INSTRUCTIONS- PART 1 

This is a multi-purpose standard form. First, It will be used by applicants as a required facesheet for pre
applications and applications submitted In accordance with Federal Management Circular 74-7. Second, It will 
be used by Federal agencies to report to Clearinghouses on major actions taken on applications reviewed by 
clearinghouses In accordance with 0MB Circular A-95. Third, It will be used by Federal agencies to notify 
States of grants-In-aid awarded In accordance with Treasury Circular 1082. Fourth, It may be' used, on an 
optional basis, as a notification of Intent from applicants to clearinghouses, as an early Initial notice that Federal 
assistance is to be applied for (clearinghouse procedures will govern). 

APPLICANT 
0 

PROCEDURES FOR SECTION I 
Applicant will complete an Items In Section I. If an Item Is not applicable, write "NA". If addlUonal space Is needed. Insert 

an asterisk ...,, , and use the remarks section on the back of tho form. An explanaUon fo11ows far each ttem: 

Item Item 

l. 

2a. 

211.. 

Mark appropriate box. Pre-application and appllca• 
tlon guldanai is In FMC 74-7 end Federal agency 
program Instructions. Notification of Intent guld• 
ance is in Circular A-95 and procedures from clear• 
lnghouse. Applicant will not use "Report of Federal 
Action" box. 

Applicant's own control number, II desired. 

Date Section I ls praparad. 

10. 

11. 

D. Insurance. Sell explanatory. 
E. Other. Explain on remarks page. 

Governmental unit where significant and meanlng,
ful Impact could be observed. Ust only lal'llest unit 
or units affected, such es State, county, or clly, If 
entire unit effected, list It rather than subunits. 

Estimated number of persons dlrectly benefiting 
from project. 

3a. 

3b. 

Number-assigned by Stale clearinghouse, or If dele-
gated by State, by areawide clearinghouse. AU re-
quests to Federal agencies must contain this ldentl-
lier II tha program Is covered by Cln:ular A-95 and 
required by applicable State/areawide clearing• 
house procedures. II In doubt, consult your clear• 
lnghouse. 

Date applicant notified of clearinghouse Identifier. 

12. Use appropriate code letter. Definitions ara: 

A. New. A submittal for the first llmo for a new 
project. 

B. Renewal. An extension for en eddltlonal fundlng/ 
budget period for a project having no projected 
comple.!lon dale, but for which Federal support 
must be renewed each year. 

C. Revision. A modlflca!lon to project nature or 
Ol'llenlzatlonal unit which will undertake the assist-

4a-4h. Legal name of eppllcant/reclplent, name of primary 
scope which may rasult In funding change (in

ance activity, complete eddress of applicant, and crease or decrease). 
name and telephone number of person who can pro- D. Continuation. An oxtenslon for an additional 
v!da further Information about this request. fundlng/budset period for a project the agency 

lnltlally agreod to fund for .a definite number of 5. Employer Identification number of applicant as as• 
signed by Internal Revenue Service. years. 

E. Augmentation. A requirement for additional6a. Use Catalog of Federal Domestic Atslstance num• funds for a project previously awarded funds Inber assigned to program under which assistance Is tho same funding/budget period. Project IUl!Urerequested. If more than one program (e.g., Joint• and scope unchanged. funding) write "multiple" and explain In remarks. 
II unknown, cite Public Law or U.S. Code. 13. Amount requested or to be contributed during the 

first funding/budget period by each contri!>ulor. 
6b. Program tlUe from Federal Catalog. Abbreviate If Value of ln•klnd contributions will be Included. If 

necessary. the action Is a change In dollllr amount of an exist· 
Ing grant (a revision or augmentation), Indicate 

For notification of lnlent, continue In remarks sec• 
7. Brief title and appropriate description of project. 

only the amount of the change. For decreases en• 
tion If necessary to convey l'"'!=r doscriptlon. close the amount In parentheses. If both basic and 

supplemental amounts era Included, breakout In 
a. Mostly self-explanatory. "City" Includes town, town• remarks. For mulllple program funding. use totals 

ship or other mur.lclpallly. and show program breakouts In remarks. 11am defi• 
nlUons: 13a, amount requested from Federal Gov·

9. Check the type(s) of assistance requested. Tho emment; 13b, amount applicant wlll contribute;
definitions of the terms ara: 13c, amount from State, If applicant Is not a Stam; 
A. Basic Grant. An original request for Federal 13d, amount from local government. If applicant Is 

funds. This would not Include any contribution not a local government; 13e, amount from any other 
provided under a supplamontal grant. sources, explain In remarks. 

B. Supplemental Grant. A request to Increase • 14a. Self explanatory, 
basic pant In certain cases whara the eligible 
applicant cannot supply the requlrad matchlnz 14b. Tho dlstrict(sl where most of actual work will be 
share of the basic Federal program (e.g., grants accomplished. II city-wide or Stata-wlde, covering 
awerded by the Appalachian Regional Commls· several districts, write "city-wide" or "State-wide." 
slon to provide the applicant a matching share). 15. Complete only for ravislons (item 12c), or augmen

C. Loan. Sell explanatory. tations (Item 12e). 

STANDARD FORM 424 PAGE 3 (1~75) 
PHS-5161-1 (PAGE 3) 
(Rov.3-79) 
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Item 

16. Approximate date project expected to begin (usually 
associated with estimated date of availability of 
funding). 

17•. Estimated number of months to complete project 
after Federal funds are available. 

18. Estimated date preappllca!lon/appllcatlon will be 
submitted to Federal agency If this project requlnos 
clearinghouse review. If review not required, this 
date would usually be same as date In Item 2b. 

flam 

19. 
~... 

20. 

21. 

APPLICANT PROCEDURES FOR 

Existing Federal Identification number If this Is not 
a new request and directly relates to • previous 
Federal action. Otherwise write "NA".. 

Indicate Federal agency to which this request Is 
addressed. Street address not required, but do use 
ZIP. 

Check appropriate box as to whether Section IV of 
form contains remarks and/or additional remarks 
are attached. 

SECTION II 
Applicants will always complete Items 23a, 23b, and 23c. If clearinghouse ravlew Is required, Item 22b must be fully com

pleted. An explanation follows for each Item: 

flam Item 

22b. Us! clearinghouses to which submitted and show 23b. Self explanatory. 
In appropriate blocks the status of their responses. 
Fer mare than three dearfnghouses, continua In 
remarks section. Alt written comments submitted 23c. Self explanatory. 
by or through clearinghouses must be attached., 

23a. Name and title of authorized representallve of legal Nole: Applicant completes only Sections I and II. Section 
applicant. Ill ls completed by Federal agencies. 

FEDERAL AGENCY PROCEDURES FOR SECTION Ill 
If applicant-supplied tnformallon In Sections I and II needs no updating or adjustment lo flt the final Federal action, the 

Fedarat agency will complete Secllon Ill only. An explanation for each 11am follows: 

Item 

24. Execullve department or Independent agency having 
prosram admlnlstraJlon responsibility. 

25. Self explanatory. 

26. Primary organlzallonat unit below department Jeval 
having direct prosram management responsibility. 

27. Office directly monitoring the program. 

2B. Use to Identify non-award actions where Federal 
grant ldenllfier In item 30 Is not applicable or wllt 
not suffice. 

29. Complete address of administering office shown In 
Item 26. 

30. Use to Identify award acttoris where different from 
Federal appllcallon Identifier In Item 2B. 

31. Self explanatory. Usa remarks section to amplify 
where appropriate. 

32. Amount lo be contributed during the first funding/ 
budget period by each contributor. ·Value of In-kind 
contributions will be Included. If tha action Is a 
change In dollar amount of an exlsllng grant (a revl· 
aion or augmentation), Indicate only the amount of 
change. For decreases. enclose the amount In pa• 
nmtheses. If both basic and supplemental amounts 
are Included, breakout In remarks. For multlpfe pro,. 
gram funding, use totals and show program break• 
outs In. remarks. Item definitions: 32a, amount 
awarded by Federal Government; 32b, amount ap
plicant will contribute; 32c, amount from State, If 
applicant Is not a Stale; 32d, amount from local 
government l,(,eppllcant Is not a local government; 
32e, amount from any other sources, explain In 
remarks. 

33. Date action was taken on this request. 

34. Data funds wit! become available. 

Item 

35. Name and telephone no. of agency person who can 
provide more Information regarding this asslstance. 

36. Date after which funds wit! no longer be available. 

37. Check appropriate box as lo whether Section IV of 
form contains Federal remarks and/or attachment 
of additional remarks. 

3B. For use with A-95 action notices only. Name and 
telephone of person who can assure that approprl• 
ate A-95 action has been tzlken--lf same as person 
shown In Item 35, writ,e ""same". If not applicable, 
write "NA". 

Federal Agency Procedures-special considerations 
A. Treasury Circular 1082 comp/lance. Federal agency will 

assure proper comptatlon of Sections I and Ill. If Section I 
Is being completed by Federal agency, all applicable Items 
must be filled In. Addresses of State Information Recep
tion Agencies (SCIRA's) are provided by Treasury Depart• 
ment to each agency. This form· replaces SF 240, which 
will no longer be used. 

B. 0MB Circular A-95 compliance. Federal agency will as• 
sure proper completion of Sections I, II, and Ill. lbls fonn 
Is required for notifying all revlawlng clearinghouses of 
mejor actions on all programs reviewed under A-95. 
Addresses of State and areawide clearinghouses era pro

, vlded by 0MB to each agency. Substanllve differences 
between applicant's request and/or clearinghouse recom• 
mendatlons, and the project as finally awarded will be 

,,. explained In A-95 notifications lo clearinghouses. 
C. Special note. In most, but not all States, th• A-95 State 
' ctearlnghousa and the (TC 1082) SCIRA are the same 

office. In such cases, the A-95 award notice to the State 
clearinghouse will fulfill the TC 1082 award notice re
quirement to the State SCIRA. Duplicate notification 
should be avoided. 

PHS-5161-1 CPAGE 4) 
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PART 11 

PROJECT APPROVAL INFORMATION 

Item 1. 
D001 this assistanco roquost require State, local, 
regional, or other priority rating? 

___y ..___No 

Item 2. 
~his anistanco roquost require State, or local 
advisory, educational or health c1oaronces? 

___y ..___No 

Item 3. 
~his auistonce request roquire clearinghouse 
review in occordanco with 0MB Circular A-95? 

---Y■1--.Jlo 

ltomA. 
Does this anistance request require State, local, 
regional or other planning approval? 

___Yei--.Jlo 

Item 5. 
Is the proposed project covered by an approved compre
hensive plan? 

___• Yos ___No 

Item 6. 
Will tho assistance requested servo a Federal 
installation? ___Yes ___No 

Item 7. 
Will the assistancO requested bo on Federal fond or 
installation? 

___ y ..___No 

11... s. 
Will th• assistance roqunstod havo on impact or effoct 
on the environment? 

___y ..___No 

ltom9. 
Will the assistance roquostad cause the displacemsnt 
of individuals, families, Lusinesses, or farms? 

___y ..___No 

Jtom 10, 
Is thero other related assistance on this project previous, 
pending, or anticipated? 

___ y ..___ No 

PHS-5161·1 (PAGE 5) 
(Rav, 3-79) 

Name of Governing Body ____________ 
Priority Roting _______________ 

Name of Agency or 
Board------------------

(Attoch Documentation) 

(Attach Camm-,11) 

Name of Approving Agoncr-----------
Doto ___________________ 

Chock on■: Stole D 
Loco( D 
Regionol D

Location of Plan _______________ 

Name of Federal Installation ___________ 
Federal Population benefiting from Project______ 

Noma of Federal Installation ___________ 

Location of Fodoral Land-~----------
Percent of Project ______________ 

Soo instructions for additional information to he 
p-ovidod. 

Number of: 
Individuals -------~ 
Families 
Businesses ________ 

Farms 

See instructions for additional infonnalion to be 
provided. 
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INSTRUCTIONS 

PARTII 

Negative 11nswers will not require an explanation unless the 
Federal agency requesu more information ■t • Inter date. 
Provide supplementary data for all --ves•: answen in the 
space provided in accordance with the following instruc
tions: 

Item 1- Provide the name of the governing body establish• 
ing the priority system and the priority rating assigned to 
this project. • 

Item 2 - Provide the name of the agency or board which 
issued the clearance and attach the documentntJ0n of status 
or approval. 

Item 3 - Attach the clearinghouse comments for the appli
cation in accordance with the Instructions contained in Of
fice of Management and Budget Circular No. A-96. If com
ments were submitted pn!Viously with a preappllcation. do 
not submit them again but any additional comments re
ceived from the clearinghouse should be submitted with 
this application. 

Item 4 - Furnish the name of the approving agency and the 
approval date. 

Item 6 - Show whether the approved comprehensive plan 
is State. local or regional, or If none of these, explain the 

PHS·5161·1 (PAGE 6) 
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s:ope of the plan. Give the IOC11tion where the approved 
plan is, available for examination and stnte whether this 
project is in conformance with the plan. 

hem 6 - Show the population residing or working on the 
Fedaral installation who will benefit from this project. 

Item 7 - Show the percentage of the project woric that will 
·be conducted on federally-owned or leased land. Give the 
name of the Federal instaltatlon and its location. 

Item 8 - Describe briefly the possible beneficial and harm• 
ful impact on the environment of the proposed project. If 
an adverse environmental impact is anticipated, explain 
what action will be taken to minimize the impact. Federal 
agencies will provide separate instructions If additional data 
Is needed. 

Item 9 -State th1 number of individuals, families, busl• 
nesses, or farms this project will displace. Federal agencies 
will provide separate instructions if additional data is 
needed. 

" Item 10 - Show the Federal Domestic As.sistance Catalog 
number, the program name, the type of assistance, the sta
tus and the amount of each project where there is related 
previous, pending or anticipated assistance. Use additional 
sheeu, II needed. 
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SECTION A - BUDGET SUMMARY 
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4. 
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SECTION B - BUDGET CATEGORIES 
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00 
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6. Object Class Categories 

a. Personnel 
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s 

- Gtent Progra111o flfflCtl.., o, Activity 

Ill 
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Total 
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b. Fringe Benefils 

c. Travel 

d, EQUipment 

e. Supplies 

I. Contractual 

1. Construction 

h. other 

I. Tolal Dlrtct Chlfres 

I. Indirect Chanzes 

k. TOTALS I s s I s 

7. Pro1r111 Income s s s I I 
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INSTRUCTIONS· 

PARTIII 

General Instructions 

This f«m is designed so that application can be made for 
fu:ids from one or more grant programs. In pre~aring the 
budget, adhf:re to any existing Federal grantor agency 
guidelines which prescribe how and whether budgeted 
amounts should be separately shown for different functions 
or activities within the program. For some programs. grant 
or agencies may require budgets to be separately shown by 
function or activity. For other programs. gramor agencies 
may not require a breakdown tr, function or activity. Sec• 
tions A. B. C. and D should include budget estimates for 
the whole project except when applying for assistance 
which requires Federal authorization in annual or other 
funding period increments. In the latter case. Sections A. B. 
C. and O should provide the budget for the first budget 
period (usually a year) and Section E should present the 
need for Federal assistance in the subsequent budget peri• 
ods. AU applications should contain a breakdown by the 
object class categories shown in Lines •k of Section B. 

Section A. Budgat S..mmary 
Lines 1°40 Column, (al and lb). 

For applications pertaining to a single Federal g;ant pro
gram (Federal Domestic Assistance Catalog number) and 
nor r«,uiring a functional or activity breakdown. enter on 
Line 1 under Column (a) the catalog program title and the 
catalog number In Column lb). 

For applic,nions pertaining to a single program r«1uiring 
budget amounu by multiple functions or activities. enter 
the name of each activity or function on each line in Col• 
umn (a). and enter the catalog number in Column (b). For 
applications pertaining to mulriple programs where none of 
the programs n!QUire a brukdown by function or activity. 
enter the catalog program title on each line in Column (a) 
and the respective catalog number on each line in Column 
(b). 

For applications pertaining to mu/tip/I! programs where 
ons or more programs require a breakdown by function or 
activity. prepare a separate sheet fOC" each program requiring 
the breakdown. Additional sheets should be used when one 
form does not provide adequate space for all britakdown of 
dJlta required. HoweverI when more than one sheet is used, 
the flnt page should provide the summary touts by pro, 
grams. 

Lines 1-4, Columns (cl through (g). 

For MW application,, leave Columns (cl and Id) blank. 
For eech line entry in Columns (al and (bl. enter In Col• 
umns (el, (f), and (g) the appropriate amounts al funds 
needed to suppon the project for the first funding period 
(usually a year). 

For continuing granr program applicarions. submit these 
forms before tha end of each funding period a requlm by 

PHS-5161•1 (PAGE 8) 
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the gr1ntor agency. Enter in Columns (cl and (d} the esti• 
mated amounts of funds which will remail'lunobligated at 
the end of the grant funding period only if the Federal 
grantor agency inllructions provide for this. Otherwise. 
leave these columns blank. Enter in colurrins (e) and (f) the 
amounu of funds needed for the upcoming period. The 
amount(s) in Column (g) should be the sum of amounts in 
Columns (el and 111. 

For supplemental granrs and chmges to existing grantl, 
do not use Columns (c) and (di. Enter in Column (e) the 
amount of the increase or decrease of Federal funds anti 
enter in Column (fl the amount of the increase or decrease 
of non-Federal funds. In Column (gl enter the new total 
budgeted amount (Federal and non-Federal) which includes 
the total previOUs authorized budgeted amounts plus or 
minus, as appropria1e. the amounts shown in Columns (e) 
and (f). The amount(s) in Column (g) should not equal the 
sum of amounts in Columns (e) and (f) 

Line 5 - Show the totals for all columns used. 

Sec:1:ion B. Budget Categories 

In the column headings (1) through (41. enter the titles of 
the same programs. functions. and activities shown on Lines 
1-41 Column (al: Section A. When additional sheets were 
prepared tor Section A. provide similar column headings on 
each sheet. For each p1ogram. func1ion or activity, fill in 
the total requirements for funds (both Federal and non
Federal} by object class categories. 

Linn 6•h - Show the estimated amount for each direct 
cost budget {object class) category for each column with 
program. function or activity heading. 

Line 6i - Show the totals of Lines 6a to 6h in each column. 

Line 6j - Show the amount of indirect cost. Refer to Of• 
fice of Management and Budget Circular No. A-87. 

Line 6k - Enter the total of amounts on Lines 6i and 6j. 
For ell applications for new grants and continuation grants 
the 1otal amount in column (SJ. Line 6k. should be the 
same as the total amount shown in Section A, Column (g}. 
Line 5. For supplemental granu and changes to grants. the 
total amount of the increase or decrease as shown in Col
umm (11•141. Line 6k should be the same as the sumo! the 
amounu in Section A, Columns (e) and (f) on Line 5. When 
additional shceu were prepared. the last two sentences ap
ply o'nly to the first page with summary totals. 

Une 7 - Enter the estimated amount of income, If any. 
expected to be generated irom this project. Do not add or 
subtract this amount from the total project amount. Show 
under the program narrative statement the nature and 
source of income. The estimated amount of progr.am in
a,me may be considered by the Federal grantor agency In 
dnterminlng the total amount of the grant. 

https://progr.am


SECTION C - NON,FEDERAL RESOURCES 

(•)Otent Prop•• (I,) APPLICANT (cl STATE (II OTHER SOURCES (el TOTALS .. s ~ s s 
9, 

10, 

II, 
12, TOTALS s ~ s s 

SECTION D - FORECASTED CASH NEEDS 

Total for ht Year ht Ou•ter 2nd Ouorter lnl Ouortet 4th Quartet 

13. Federal s s I s s 
••• Hon-Federal 
15, TOTAL s s I I s 

·SECTION E - BUDGET ESTIMATES OF FEDERAL FUNDS NEEDED FOR BALANCE OF THE PROJECT 

14, 

(o) G,ent Pr-erom . (I,) FIRST 

IS 

FUTURE FUNDING PERIODS {YEARS) 
(cl SECOIU> 141 THIRO 

I I 

(e) FOURTH Vt 
00 
N 

17, 

II, 

19, 

20. TOTALS I I s I 

SECTION F - OTHER BUDGET INFORMATION 
(AttKh ••d1tlo1MI Shfft1 If NeceuaryJ 

21. Direct Chor.-11 

22. htdlrH:t ChagHI 

23, Ro-ku 
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INSTRUCTIONS 

PARTIII 
(continued) 

Section C. Source of Non-Federal Resources 

Line 8-11 - Enter amounts of non-Federal resources that 
will be used on the grant If in-kind contributions are •in• 
eluded. provide a brief explanation on a separate sheet. (See 
Attachment F. Office of Management and Budget Circular 
No.A-102.l 

Column (al - Enter the program titles identicarto Col
umn (a). Section A. A breakdown by function or activity is 
'not necessary 

Column (b) - Enter the amount of cash and in•kmd con• 
tributions to be made by the applicant as shown in Section 
A. (See also Attachment F Office of Management and Bud• 
get Circular No. A-102.J 

Column (c) - Enter the State contribution if the appli
cant is not a State or State agency. Applicants which 11re a 
State or State agencies should leave this column blank. 

Column (d) - Enter the amount of cash and in-kind CDtl• 

tributions to be·made from all other sources. 

Column (el - Enter totals of Columns (bl. (cl. and (d). 

Line 12 - Enter the total for each of Columns (bHe). The 
amount in Column (e) should be equal to the amount on 
Line 5. Column (f) Section A. 

Section D. Forecasted Cash Needs 

Line 13 - Enter the amount of cash needed by quaner 
fi-om the granter agency during the first year. 

Line 14 - Enter the ·amount of cash from all other sources 
neede,d by quarter during the first year. 

PHS•5161·1 (PAGE 10) 
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Line 15 - Enter the totals of amounu on Lines 13 and 14. 

Section E. Budget Estimates of Federal Funds Needed far 
Balance of the Project 

lines 16-19- Enter in Column (a) the same grant program 
titles shown in Column (a). Section A. A breakdown by 
function or activity is not necessary For new applicat1ons 
and continuing grant applications. enter in the proper col• 
umns amounts of Federal funds which will be needed to 
complete the program or project over the succeeding fund• 
ing periods (usually in years). This Section need not be 
completed for amendments. changes. or supplements to 
funds for the current year of existing grants. 

If more than four lines are needed to list the program titles 
submit additional schedules as necessary. 

Line 20 - Enter the total for each of the Columns (bl•lel. 
When additional schedules are prepared for this Section. 
annotate accordingly and show· the overall totals on this 
line. 

Section F - Other Budget Information. 

Line 21 - Use this space to explain amounts for individual 
direct object cost categories that may appear to be out of 
the ordinary or to explain the details as required by the 
Federal granter agency. 

Line 22 - Enter the type of indirect rate (provisional. pre
determined. final or fixed) that will be in effect during the 
funding period. the estimated amount of the base to which 
the rate is applied. and the total indirect expense. 

Line 23 -· Provide any other explanations required herein 
or any other commenu deemed necessary. 
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SUPPLEMENT TO PART Ill. SECTION F 
KEY PERSONNEL 

ANNUAL NO. TOTAL 
$At.ARV MOS. AMOUNT 

NAME AND I~TOME I REQUIREDRATE BUOG. 
POSITION TITLE 

Ill Ill c:o ..,I 
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i ' 
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I 
I 
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I 
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l 
I 
I ! 

FRINGE BENEFITS IFIU• I '. 

I CATEGORY TOTAL s 
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PH$ SUPPLEMENTARY INSTRUCTIONS 

PART Ill, SECTION F 

1. Penonnel 

Enter Irr Column 1 the annual (12 months) salary rate for each key position referred to in the narrative. which will be filled for all or any 
part of the year by an incumbent working on the prOject. This rate may not be more than that paid by the grantee to other employees In 
cxunparable positions or. if the grantee has no comparable positions. the rate may not be more than that paid for such services elsewhere in 
the comlllUnity. 

Enter in Column 2 the number of months the position w111 be filled by an incumbent working on the project. 

Enter in Column 3 the percent of time or effort the incumbent wlll devote to the project during the number of months shown in Column 2. 
Enter in Column 4 the total amount required. as computed from the information shown in Columns 1 thru 3. Use the following formula: 

Annual Salary (Col 1) X No. of Month• (Col 2) X Percent of Effort (Col 3) = Total Amount Required (Col. 4) 
12 

EXAMPLES: 

PERSONNEL 

ANNUAL NO. TOTAL 
SALARY MOS. 

~ 
AMOUNT 

NAME TIMERATE BUDG. REQUIRED 

(I) (2) (3) (4) 

Full•Time Employee of Institution worlcing 
60'- time on project. 

John Doe $24,000 12 60% $14,400 

Calculation 24,000 x 12 . 60% = $14,400
12 

Part•Time Emplayee (3 months) to be paid 
$1.000 a month. Will Work on project 25% 
cf time. 

Richard Roe $12,000 3 25!. s 750 

' 
Calculation I 12,000 . 3 . 25% = s 750 

I 
---- I i2 

2. FrJnga Benefits 

Enter In the parenthesis the fringe benefit rate applicable to employees of the Institutions. In Column 4. enter the amount determined 
by applying the rate to the total of the salaries in Column 4 to which the rate applies. 

3. Option for Salary Detail Submission 

Institutions may request that the salary rates and amounts requested for Individuals not be made BVailable to HEW reviewing consultants. 
To do so. an additional copy of this page must be also submitted, complete in all respects, except that Columns 1 and 4 may be left 
blank. 

PHS-5161·1 (PAGE 12) 
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INSTRUCTIONS 

PART IV 
PROGRAM NARRATIVE 

Prepare the program narrative statement in accordance with 
tha following instructions for all new grant programs. Re• 
quests for continuation or refunding and changes on an 
approved project should respond to item Sb only. Requests 
for supplemental assistance should respond to question 5c 
only. 

1. OBJECTIVES AND NEED FOR THIS ASSISTANCE. 

Pinpoint any relevant physical. economic. social, financial. 
institutional, or other problems requiring a solution. Dem
onstrate the need for assistance and state the principal and 
subocdinate objectives of the project. Supportfng documen· 
talion or other testimonies from concerned interests Other 
than the applicant may be used. Any relevant data based on 
planning studies should be included or footnoted. 

2. RESULTS OR BENEFITS EXPECTED. 

Identify results and benefits to be derived. For example. 
when applying for a grant to establish a neighborhood 
health center provide a description of who will occupy the 
facility. how the facility will be used. and how the facility 
will benefit the general public. 

3. APPROACH. 

a. Outline a plan of action pertaining to the scope and 
detail of how the proposed work will be accom• 
plished for each grant program. function or ,activity. 
provided in ·the budget. Cite factors which might ac• 
ceterate or decelerate the work and your reason for 
taking this approach as opposed to others. Describe 
any unusual features of the project such as design or 
technological innovations, reductions in cost or time. 
or extraordinary social and community involvement. 

b. Provide for each grant program. function or activity. 
quantitative monthly or quarterly projections of the 
accomplishments to be achieved in such terms as the 
number of jobs created; the number of people served; 
and the number of patients treated. When accom• 
plishments cannot be quantified by activity or func, 
tion. list them In chronological order to show the 
schedule of accomplishments and their target dates. 

PHS·5161·1 (PAGE 13) 
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c. Identify the kinds of data to be collected and main 
tained and discuss the criteria to be used to evaluate 
the resulu and successes of the project. Explain ttie 
methodology that will be used t? determine if the 
needs ider,tlfied and discussed ,are -being met and 1f 

the results and ber,ef.its iden_tified in,item 2are_~ing 
achieved. 

d. List organizations. cooperators. consultants. or other 
key individUals who will work on the project along 
with a short description of the nature of their effort 
or contribution 

4. GEOGRAPHIC LOCATION. 

Give a precise location of the project or area to be served 
by the proposed project. Maps Or other graphic aids may be 
attached. 

5. IF APPLICA$LE, PROVIDE THE FOLLOWING IN• 
FORMATION: 

a. For research or demonstration assistance requesu. 
present a biogfaphical sketch of the program director 
with the following information; name. address. phone 
number. background, and other qualifying experience 
for the project. Also. list the name. training and back• 
ground for other key personnel engaged in the 
project. 

b. Discuss accomplishments to date and list in chrono• 
logical order a schedule of accomplishments. progress 
or milestones anticipated with the new funding re· 
quest. If there- have been significant changes in the 
project objectives. location approach, or time delays, 
explain and Justify. For other r~uests for. changes or 
amendments. explain the reason for the change(s). If 
the scope or objectives have changed or an-extension 
of .time is necessary. explain the circumstances and 
justify. If the total budget has been exceeded. or if 
individual budget items have changed more than the 
prescribed limits contained in Attachment K to Qf. 
lice of Management and Budget Circular No. A-1020 

explain and justify the change and its effect on the 
project. 

c, For supplemental assistance requests. explain 'the rea
son for the request and justify the need for additional 
funding. 
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PARTV 

ASSURANCES 

The Applicant heraby assures and certllias that he will comply with the regulations, policias, guidelines, end requirements 
including OMB'·Circutars Nos. A-87, A~95, and A-102, as thay relate to the application, occeptance and use of Fedaral funds 
for this Federally assisted project. Also the Applicant auures and certifies with respect to the grant that: 

1. It possesses legal authority to apply for the grant; that a 
resolution, motion or similar action has been duly 
adopted or passed as an official act al the appilcant's 
governing body, authorizing the filing of the application, 
including all understandings and assurances contained 
therein. and directing and authori;zing the person identi
fied as tha official represantativa al the applicant to ·act 
in connection with the application and to provide such 
additional information as may be required. 

2. it will comply with Title VI af the Civil Rights Act af 
1964 (P.l. 88-352) and in accordance with Title VI af 
that Act, no person in the United States shall, an the 
ground of race, color, or national origin, be excluded 
from participation in, be denied the benefits af, or be 
otherwise subjected to discrimination under any pro
gram ar activity for which the applicant receives Federal 
financial assistance and will immediately take any mea• 
sures necessary to effectuate this agreement. 

3. It will comply with Title-VI af the Civil Rights Act of 
1964 (42 USC 2000d) prohibiting employmant discrimi
nation whera (1 l the primary purposa of a grant is to 
provide employment or (2) discriminatory employment 
practices will rasult in unequal treatment of persons who 
are ar should be benefiting from tha grant-aided activity. 

PHS,51611 IPAGE 14) 
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4. It will comply with requirements af the provisions 
af the Uniform Relocation Assistance and Real Property 
Acquisitions Act of 1970 (P.L. 91-646) which provides 
for fair and equitable treatment af persons displaced as a 
result al Federal and federally assisted programs. 

5. It -um comply with the provisions of the Hatch Act 
which limit the political activity of employees. 

6. It will comply with the minimum wage and maximum 
hours provisions of tha Federal Fair labor Standards 
Act, as they apply to hospital and educational institu• 
tion employees of State and local governments. 

7. It will establish safeguards to prohibit employees from 
using their positions for a purpose that is or gives the 
appearance of being motivated by a desire for private 
gain for themselves or others, particularly those with 
whom they have family. business. or other ties. 

8. It will give the granter agency or the Comptroller Gen
eral through any authorized representative the access to 
and the right to examine ail records, books, papers, or 
documents related to the grant. 

9. It will comply with all requirements imposad by the 
Federal granter agency concerning special requirements 
of law. program requirements. and other administrative 
requirements approved in accordance with Office of 
Management and Budget Circular No. A-102. 
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PHS SUPPLEMENTARY INSTRUCTIONb 

CHECKLIST 

NOTE TO APPLICANT: Comploto and forward thlo shoat with your appllcallon. 

T,i,e of Appllcllllon 

0 N.. D Noncompatlng 
Continuation 

CHECKLIST 

D Propar Signatures and Dates (item 23 on face page)

• 
D Human Subject■ Certification (when applicable) 

D Staff and Position Data (biographical aketch(es) with 
Job description when required) 

D State and areawide Clearinghouse Review (u nt-
qurled by 0MB Clrcular A,95) • Allach commonts or 
evidence of submlulon to A·95 Clearlnghouse(ai 

D Hullh Systems Agency Review If required by 
Federal regulatlona • Attach evidence of submlulon 
to Health Syat1m1 Agency. 

D CIVIi Rights Assurance on FIie with HEW (45 CFR 80) 

D Assurance Concerning the Handicapped on FIia with 
HEW (45 CFR 84) 

D Aasuranca Concarnlng Sex Discrimination on FIie 
with HEW (45 CFR 88) 

D Compallng D Suppl1m1nlal 
Ext1n1lon 

A private, nonprofit organization must Include evidence of 
Ito nonprofit status with the application. Any of the follow• 
Ing Is acceptable evidence: 

□ (a) A reference to the organization's listing In the 
Internal Revenue Servlce•a mast recent 
cumulative list of organizations. 

D (b) A copy of a currontly valid Internal Revenuo Serv• 
Ice Tax exemption certificate. 

D (c) A statoment from a State taxing body or the State 
Attorney Generel cortlfylng that the' organization 
Is a nonprofit organization oporallng within the 
State and that no part of Its net earnings may 
lawfully Inure to the benefit or any private 
shareholder or Individual. 

□ (d) A certified copy of the organization's certificate 
of Incorporation or almllar document If It clearly 
establishes the nonprofit status of the organlza-
lion. 

□ (e) Any of the above proof for ·a State or national 
parent organization, and a statement signed by 
the parent organization that the applicant 
organization la a local nonprofit affiliate. 

If an applicant hu evld ■nce of nonprofit stalua on file with an agency of PHS, It will not be necessary to file almllar papers 
again, but the piac■ and date flied must be Indicated, 

JPrev10111ly Hied wlth:_____________________ on _____________ 
(date) 

Hanle, titre, address and telephone number of offlclal In business office to be notified If an award Is made. 

Hanle, title, address and t■iephone number of official reaponalbla for carrying out the proposed project. 

If this Is an appllcatlon for continued support. Include: (1) the report of Inventions conceived or reduced to practice required by 
the lerma and conditions of the grant; or (2) a list of Inventions alr~dy reported; or (3) a nogallve certification. 

PHS·51&1•1 (PAGE 15) 
, ..... 3,79) •u.s. GOVUNMtNT fllNTING cnta: l"90-2fS..Olf 
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Exhibit 9 

OCT 1g iS?-B 

l!cnry A. Foley, A~1n1scr.'.ltor 
i!c.al!:h :i:esource3 ,\c:::inist:ratic:i 
Davids. Tatel, Direccor 
Ortic~ for Civil !Ci0hts 

Deputy Directo::-· 
Oificc for Civil aithts 
•Office of ?ro£r= ~viev .and Asoiscance 

Cuidelillcs on :Jnderscrvcd Popclatio12 Groups (!1c:.ior.ind= o~ Scptc~ber le, 
1979) 

I. llacl:;;;rcund 

As you are .'.ltt;ire, i!ruc,u !!Jiyor,. GCH 1·s !Ji:;>uty Direct.or :or s::.... r:c:.1rd:1, 
Policy ,mu Research (0SP!!.) has co=cnt:co:! ,on ti:c ntovc referi,nccd 
euidcl•incs- (S~eu~lied--ceoora::t.!.i of Au;;usc-·4, 197!1 anti 
Cctob~~ .2., 1S79..}·;~·-{is-·cri::iqt:e icc;t:scd on c._hc qccst:iun c,i_ '-il<!thcr 
l!AA 's ,proposed sui.del.ices courlic ciitl 1r! th uCl~' s rcsi,or,!litn.1.icy co 
enforce 1"1t:le VI z1:t! Section 5u4 or llould ir:tr;rforc vi.:n t.:Cl{' G 
ability to ?Laci:· further r"quir<:;;:cnts on hSAs .inc:: S:i?t:,\s u::.:.ir c::i: 
authorit:y of :F1tle VL and. Seccion ~U4. 

}:y office,. ho1-'l!~'C:r, h.'.l!l i;. so:::!!...:hat. brc.:ider 1!1terebi: in t!:e r,:-cpo:,cd 
liAA euidelincs. As ycu .:.ay k.no1.:-, GCt< 1 c Off.ice of ?rr.,;;:-ai:: !.cvie~ 
and Assiscam::e (ul:'RA) has th:! resovca,1!>1l!cy to cuorcin.itt? e:11! 
assisc in ch~ .iii!p:.irt!.3c:ilt.~..1ic.e in!~i:.!tive c:o 1!,.:orFur..!tt.! civil r.!~hts 
into the pi:-of;r.'.11:1 operncions oi the· FGC.:1 line! to j'rovide cecl::-.ic.:11 
aasiscance ant! support. servicaz to cbe J-'.UCs for c.:ivil rl,;i.::s ;,clicy 
iupl=e:nc.a.cion.· ;..s part of tl:e ::c1.Juc-am!u:. 0£ Unc:c::::,c:1nui:i;; (.,;;:.;) 
signed by !Jr. ~:ic1.::ood on July lu, l:17~, "nd appi:-o,·c::! ~y fvr-..:ar 
Secrctd.ry G.;l.if.:110 on Jul.y l.7 •· 197~. Cl,,: Public Hculr.i·. :iervJ.cu 
agreed to -L 1j ucorporacc civil ri0 l;ts cor:cer1.1s .j.11c-, rt:;;uli,.::: ;,rct.r"l! 
revieu .am!. audit: acLlVitics co «s1mn.• t.Jiac- !,e:1c.r1cs unc ::o:r·dccs. 
arc Jc.liv~rcu cqu.ic.::l>.i.y .co elic-1::>li: -i::inoritit?s, ~oi:..:n uml l:a.ici
c£::appea ::,i:rso1u.- .md co ·l rJ cvie'-', i,r coor,tr:..ciou 1,1ith ut::i., !'•"Gr= 
regul.itions.,. <iircc.tivc,; ar.d. i:1sr.rucciuus co .i,:;aurl! suppuc-c- !,:ir t!..~ 
l:iepart:.cr.c' tl civil ri;::rt::. ..i:r.t.uritlcs.- iJne o!: tl:c n;:cciJ:ic. 
1:1ana~e~i,nt cbJccrivc:s ap;:rov<:C: ::,y ur. ~:ich~::im.l ,,s .. u n:: o.J ac:t.!·,u.;, 
to :.Upl'c:t:enc the civil 1:ic,:lt.'!l i:1.1t!a~.!.-ve ·cn:!.ls tur 1':!S ·(.tJo intt!;,r&?tc 
j'irle \"L iJt:d Sccc!on .:,(i!;. into 1:..- .. lcJ:i Sy:it= A1;c::cy (,..;,;,) ..11c St.:it.:? 
llcaltb Pl.mnins: - .. <!. !Jc·1clop~1enc ~,rncy (Sul'!.IA) pn,.;r.1c1s. -

,,,. 
Under our -re:sponsi!Jili~y co iocor;,or.:i c..- civil r11:ht11 i;ico tr.e ;,ro:;rarJ 
.O?=!rations ct Che recs, t.tc bavc i;cc forth b~lov our ~cpplC:Ficnca.ry 
coc::ent:s to OCi<.' s. cnrlicr cri c-ique. Our s~.-:rtt!n~s arc! ~csifr:ctl :o 
atlrlrcss r.J,c sut'fic:.i.:?ncy of i-fRA' s pror,oscd 1,?.:icc.!1::cs in tt.;,li:m,ot!ni; 
tlse civil ri;;hts-r.::la'ti,tl• rc<ju!rc::<:ntr: at P.L. S-.3-u,H end J'.:.... '.J:,-7-J. 

https://cpplC:Ficnca.ry
https://Sul'!.IA
https://i:rso1u.-.md
https://cor:cer1.1s
https://iervJ.cu
https://Secrctd.ry
https://u::.:.ir
https://Direct.or
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The goals cf I'.L. 93-641 are certainly cc::ip.itible -.,1th, a:-id in ~any va)•s 
sitlilar to, the goals cf the civil ri;;hcs·st:1tutes. Specifical.!y, in 
the 1974 lia.tional Health Pls.nnini; and ·i(l!scurces !Jeve.loj,roenc Ade·: ~Con,,rc&s 
recognized. che aii;nificant. ccot:::ibuticll chat plan..ciing iliiencies could ana 
1:1u11c 1:1ax.e cu..,ard the acbievc,::eoc of -l!qua.l access co health care·. (~:!(a) 
(l) cf l'.L. !IJ-64.I,..~as =en.:Ied.) The l':179 Plannini; t\cc rei!up~...ai:es. 
that: Vieu m,d furtl:er elaborates on it. oy the additiun of prbJecc r«vitu 
criteria for new health services adaressin.;; -c.he e:,tent to :'l1icl1 prcvoscd 
services Yill. be sccensible to all. the resiccncs of the ar,;a co De served 

·!>y such ser1ices.- (H5.32(c)(6)(E) of cbe l'lliOning Ace, as wceoaea.) 
Similar acend1:1ents include ·accessibility• as a criterion in apprcpriace
ness revi,;..,s.. (5.l.5l..3(6)(J) and H523(a)(o) of ci:e l'la=i::6 Ace, as 
ai:icnd~.) 

HR.A•s recently issued rezulacions (April 7, 1979) have al.so recosni:ed 
the importance of access. These l'la.cnius Act r~~ulatio~e, as auenac~, 
take a si~ificanr step in assurin:; chat pla::miut, a1;encie>!l, in ooch i;:!.an 
devc.lcpt.icnC =d ccrtific.ice of need review,. raco;;ni::I! thl! ucca,i of 
minorities and the handicapped as ~ell a& ochers uho have traditionally 
experienced difficulcy in· oo·ta!nin;; equal. access to heal.t11 services. 
Although 1:he proposed ~uidtlines on :euicaily underservea populations• 
tr:m&::1icced on Scpcecber ld ~ 1979 iro::i Colin C- i:'?rrie, Jr., l:'h.ll-~ 
Director of chc .Bureau oi Health Pl.:1.m11ne, are ..an i:portaoc sccp in 
givio~ guidance on hov plannir~ aeencies ·should a~dress the incerescs 
of chose traditionally denied accc_ss, c~,e i;uiaclines lack. che ,;;pec1i1cit.y 
-.ihich ~c feel. ls necessary to enable pl.:nnir.g ilc,encies to ac!Ji.ive t;ni" 
1:1ose ici:,ort:anr objecci•1e. The tcllot:ing· coc-.::1encs ant1 1llus.t.t:(!t:icns a:::£: 
our arter.:ipt: to acpl1f;r the: proposed guidc:-li:-e.s co assisc ;:lann!.n:!, a:::cncil!S 
1n fulfilling this i~pcrcanc se~~anr cf tbeir statutory and r~~ul4tory 
obligacion. ~ 

II. l!.ec01?1r.l<,nc!11tion for Addi:ional Civil id;,.hts Gui<lo?lint!s ;1:im!ated b)" 
?.L. !1:l-641 a1:t! l' .!.- 'Ju-i'::I 

A.. 0Ca Co=t!llts re: Gulde.lines for FL:.!! Ut.YJ::Ltll'NJ::!;. - (p.i,;e :J) 

The l.97~ a::iend:Jent:s cc clie l'lar.oi~ Ace, uhen ccu,;it!ered co;;ccher .:icb 
cert::1:µi. provisions in: the ori,;i.,.?.!. r1;inn:I.Il!; Ace as en..cced i::1 1!174, 
suppc= CIU:! need for .:i:ccific ;;:u.t!cli::es Chae ai:iaresG plan tll!Vcl.ur,wcnt. 
vich respccc to c11e n~ical!]~ii- The Con:;res1<ion".L fi11din1,s 
vhich 1ncrctluce. thco 1~7:;-pr.:umin;;- ,~cc be;;in with the folla.,i!!i; f.Lnain,,: 
·rhe acl:i<!VCJJ<:r,c cf c:cual access to quality hcmlch c:ire at a rcu,:onalll>! 
cost is ,1 1· :... ·it}" of. th« :1:,1<.:ra.l Gov<:rnccnt.• 02(a)(l) of. the? -l'.J74-
Plannias Ace, e:::phasio a<!dec!) ~· i:u,i.;rcsa. sc:,.cus in t.l.5U2 (1) '":prov::.sioi; 
cf primary c:,.re scrJ1ccs fcr·oct!icslly underse:r,ed pcpulaciona ~••- as 
th!? first:. cf chc nacionnl hesl::h prioric!cG "hi.cit ti!'&"r,e ·p_riprity 
ccnsideracian• by Fetll!r:il, Stace, ar,J t1r!:a. heal.ch pl,mninr, pro:;:-ar.s. 
Further. HSl..3(:i)(;?) of the 1!17-. !'l.1011in~ i\ct list.!! ·incr.,;,ai::t; uccesai
bilit:y (includ.ing cv<:rco::iin;;. ;;e~i,raphic, .:,rclli::ecc11ral, anJ cransport.:.t1on 
barriers) ••• - as 4 pricury rei::pocsiliilicy o! hen.1th Bystccs agencies. 

https://r1;inn:I.Il
https://l'lar.oi
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ccdically underser1ed. persons 1n the area. llot:e, nu.,ev1:.r, tt..:it projected 
n.eed aay be treater i! cl~e u1:t.!k:,,lly t:nders.,rvcd are ,lt. hi;;l:er r1sl:. ior 
particular hei,.),th probleos. lleet1ni; ::he: needs of hi;;h risk popul,1t1on& 
aus'C be considet'ed 11 top pr!.oricy in pla.nnin::, and s;,eciric ateps to 
addresa che needs of. t,ii;u risk populacioos CU.SC be set torch as 11 aist1ucc 
plari 'to eosur~ provision of appropriate care~ 

* Section l513(b)(l) of the i>l,mo.!.n,; ,\cc t:.ln<lates the t;·;:es of iiat:i that 
pl11nning ,,.;encies oust: :,,:ise,:u,le aud analy:e .1n t:hu per.for=ancc of c!:cir 
health planni:i:; e:1d re:source develo1><:aent :;unc::icn:., includiu;,; pl.an 
dc~elopcicnt. To ad~qcacc:l aci-!:-ess Cr.c o~cc:; oi tbe =:edically um.!t':-scrved, 
~ncies':aust: .:iaseuo e and. ea.,ly:te e).is::inr: Gata a.ccordin,:,.. to 
E!.£!:• se:::, iuco;ie, ni;e, hauGicap status I aud cethod of ::-eic:buue::icnc. 
Today, the v~st aajority 0£ planr:.in~ cgency patient-origin studies do 
not include race or c"tllc;.:1 of pcy::::ent characteristics. 7he :1antiator7 
collection of such datu !.s critical if ti:.:l heelth nee~& n~.....i access 
probler.ia conirc;nte.i t,y tile c:edically undcrucrveri arc co be accu.i'.!tely 
1dent1.fied. 

r Conj;ress hns 1::.mc!atc?d, through Che 1979 ar.enciJ.lcnts CJ ~.LSD(o)C,!) l!lJ.tl 
HSZ4(c:)(Z)(A) of cue l'lanuini;; rt<st, t!lat tl:e Uealtn Sy,steus Hao (:iS<') 
and Seate health Pla-1 (Sill') ·stace t:he e:.;tcnc ~ci'l.J!xls~i; l:1?0.ltb 
care facilitie:,. are in ll!!ed o.f uadero1::a::i.:m, couversiun co other uses,. 
or closure and Che excecc. co \Ihlen c,,..; ne.:alt:h care i.Jcil.!.ties n"'e<l r:o 
be consr:ructl!d or acquired.- The coliection ,.n.! analysis of tl:is 
add,itionol. c!ata ...1r1 serve as en i::::r..:>rt .. nt t.:io.l in· ,,,.kin;; those tiecer
tainxtions in a ::anr:.er cousi.scl!nt. 1,.-1::h the· needs of c;;e mi<!ically uucier
servcd. ?u::thcr, in aal:ini; those. cetcr::i;:iacio[ls, ;il.e.n:1in;; :,,0encie.:, ::>::st 
consider che occcssipil.tcy as well as the a"lail.;o111ty of f.lcil.1cic:s and 
services to the medically underser-1c;d popul'at!oR- In pl.in aevelop:ent, 
currcncly exist:1111: ur proposed facilicies shuulC: l:e judi;etl l>y, a<:>un~ 
other criteria, their currt!llC or ;,<Jc,,nti.11 concrioucion ln t1t!etinr. c:ie 
need~ of t:hc ioed.!.caliy un•.lerserve.i, inclcd:!.ng the accessibil1::y ot enc 
facility or service co chis popuL<cion. 

• Final.1.y,. in co::ipil.!.n;; 1n£o=otion on th"' iic.,,tus. oi the area.'s nelllti: 
care dclivury syscett· anC: cha use of chac i;yscei:i.,. the plan shoul~ !:>e 

,cocniza.it: of :imi fully consider ~e~~_;ll£r~c1J.itie::1 
in ,:,eetini: their oDli!;ttt:iond for free aliu belov co:.t carc a11<1 co=ur:.it.y 
service. .111::i:ou.;h i:lnnnini; a;:cuciu:. Gl:ould nae. detl!r:..:i;:ie cocpli:ince. 
t.hct1sel"les, nonc:ci.plidOCt! .:ir .i. ;.end1nu iuv.. sci;;.:ttion cr,oul11 be cons1or.rc:a 
1n plr,n ca.velopc:enc. 

AB mentioned Kbuvc, the r"cent ~c:coci!::cnc ta H5:l2(c) (b)(!::J of clic Planning 
Act (criteria for rev1cv of prol'osed he<1lth systctl cfom.;cs) and :l:e 
o=emi::enc cu )l..31J(:;)(J) (appropri,itcna:su i:i:vie.,c) pl.act!& u lli;;ni!!c..nc 
additional! •rcspc:u:ibil.1cy· "upon ;,lannlni; a:;enc!.es co as»ure t.llut n"v .lo:! 
existing· services >1.nd f.1cilit!"" art! acce:,siblc co ::ea.!.c.ally uu<ler,;ervcd 
populationu. TI:e lcni;thy ant! explicit: lci;i.sl.a.tJ.ve hi;;tur:, in both the 
Scna'te and ti,<! house, cct forth !:u:lu.:, c,il:cli clear tho: na:ed for s1,cecitic 
cµi<lo,lincs to it1rl<?s1~ot the: acv .1nd . .!.uport,111t rcvfo" cr1ti,r!a: 

https://lci;i.sl.a.tJ.ve
https://a:;enc!.es
https://cocniza.it
https://inclcd:!.ng
https://Jc,,nti.11
https://probler.ia
https://planr:.in
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In the 1979 ai::cnd:aents to the I'bnning Act•• Coni;rcsa acendcd 51.501(:.J(l) 
to require that the Secretnry, lo is~ui:6 caticnal health planni::g ~uice
lines. include sc.:int!ards reflecting •::ht! unique, nci::us of, circ:U<star.c:t-s 
and iieeds of cedically unJerscrved populations ia isolated rural cc--'ui:
itics. These cuidclines are to b6 cunsidered by health sy~te~s a~cncics 
in pl.in dcvclopccnt (~151.J(~)(Z)). !he coa.ference reporc aoces. tr-'>t 
HSOl(b)(l), as a:::em!ed, confnr:::i to the Sconce Dill. (i!.i:. Gonferc:::.ce 
Reper:: lie. ::lb--42.U, :16th Coog::ess 1st :;eslal. 56 (197:1.) Tl:c lc,:1islat~ve 
history =kes clc;:r thac t!:c Scoate ir.tentlcd t!'.a:: cne scanc: .. rd.s. .dev~lo;,ec!. 
includ·e consider:1:.ion of the following circu:::,icancc:s: •;;eo,,r.i;,l'-.ic ,11:d 
trao.sporc.ition bar::-iers; finaru:ial barriers for persons ou.1,-,dicai.:., 
lledicare, State, or locaL oosistanee; patients unable to pr~v1ue Er~ 
4d::ission de~osits; a~d !J'lCients un.&.ble co p.iy for services; :1.::ission 
barriers for patients ~ithouc doctors; co=unie:1ti0n barriers;· a:::a 
info:rcational, educational or culturaL carrii::rs.· s. kep. ~~-;a~. ~~en 
Congr.,ss, be Sess• .54 (1979). 

IJh.en Chase variow. provisions in the J.'li,unin:; .~cc. as a::i.m..:1:c, are. 
considered toc;ethe.r,. tnc raandate for c:lariiyi::i.; i;uicelini:s !or pl.::: 
deve.lcp:nmt: r.or ?:let!ic~lly undcrservcd. popu.lacions bc:cCL!C:S c..!.t!ar- \,e 
feel our analysis. belo;,. appropriat;,Ly r1::;leccs. thc t:oc:;r.,sefoual. fatei:u; 
1<11<1 thai: t:he- !:HA pl.in <levelcp:::ecc .;uidclines. snould. adtlres,r .:hesc 
mportanc concerns in. the· foliowin.; canner: 

.. Planning aGeocies cusc be ~iven suiuacce in detcr~inins (1) those ~r.o 
are r=edic:ally underservcci ~nd (Z) Cl!!? :iealc:h r.cccs of t:::: ;::,:a.::c~ • .i·, 
unriersarveo. P!~s ccvelor~d by HS:is :.:ad s;!..?U.;.s :2ust i1.1cntii7 4!:t.! 

aadres3 the unique needs ·of ccdically uncicrscr-1ca popu!A:ioas 3~~ cusc 
be populacioi:-specific (e.;;. • they cusc identify tho5e unc c=P?"'" 
low-1.eco::ie gi;cups, "'o:Jen, the ai;ed, :::inoritit!:., ~nJ ti:e i:aadi=;:;,t:d 
in the Area and their specific needs for i:ictlicies and scr71cc~j. 

J 
Ia. special por,ul.o.tion rllloitlUG, ;,l.o.nning ar;~ncies cusc cc,nsicce ;..:,r.n 
current. uciliz:1tiou •!nl:4 anc1 proJecc"ion oi: ne~ds for tr.c ccdical.i.y 
ui::dcrserved. For- e::a::iple. plannin& a5cmcics ci:iy consi<lt:r- cu..-re::t: 
ut:ili:z:ation dz.ta as une rclevanc im:-icator in i:teeti:i;; chi,; goal. 
Ho..,evcr,. planni.'lt: accncics. cannot nss=e cnuc cl:c ::iea:i.c'!.ll.y un..crs.arv.a<i 
utill::e- heal.ch servl.cclal ,mt! facilities to tl:e full e;.renc o.f ci:.air ::ic:ec
Accordit!!;ly,. deco1;rnpt1ic and c,..:dical. inaicator:,. of ccc:ci (.c.,;--,. ,.a;•ulaci:,n 
projections. by- .i;;c, 5.-,~,. incoct! aca .a<11.:cat:iu:tiil lcvcl:,; r,c,rta.Ut.f ':Jy 
c1&e· and .til!lcctcd c;iusc; te:,11, ucona.tul 7 v~r:!.:1Gt11l ana ini.:inc ~a.:L:.s; 
averasc. lcn,;tn ut scay;- fc.rt111x:y rutl.!s; uoroici.1.ty ciat~,, \.:ht:.rc ~...-~~.i:i:lc., 
iaust be brol.:e::l. - ll by race .:ind an4lyzca to rrojecc ti:.e necas o>f tuo: 
:::edically un-• .:.c-.served. s1,ccii:ic:al.ly, on t:tc !la,;is of :a,cn in!oruucion 
and. other- infor.Jacion t!tnt: a pla:min1; d 0 '2ncy t.ay co~si::e:r relevant, 
the ai;cmcy :::iusc. detc::-cinc with, re~ard cc chc ccdic.slly underserv~J:. 
1) hcnlth sutui. vis-a-vis the r<?st oi. tl:c po(luL1cion; .!)· ~;,pn•pri1H:e 
tari;ec rtatiei. of population to 1.iciL1cie:s or servicf:6 (.:.~., 't:.:.:.n/ 
thouaand); aud 3) specific kinds of 1,arviccs and" focil.Lc!i<Y tl~,t 
.ara nest needed. by t:he c.:d:!.cally -unc:erscrved population. ~~ 

* Projected t:t!cd for. focilitks und service" by tin: ceC:1c:ally un.!crsc:-vcJ, 
; : ·,H ·r=r-~ •• 1 ......., • .;, ► .,t' 1,q'ft: ;n,;'1:-r.t..c.!~.!dCQ :he ;,ropor::tun oi 

https://s1,ccii:ic:al.ly
https://uoroici.1.ty
https://utill::e-heal.ch
https://�;;eo,,r.i;,l'-.ic
https://Gonferc:::.ce
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•7~ denial of acccs5 to luw-i::coce aod ~inority ?ersoca ha5 
beeo a facus of i.1crci11sln6 concern to t::e c:c-..:oittee. ,cc 
extent of this problc,: !tas :ir.co dccc..icnceJ ·1n a report ui the 
Con~resaionol ~ud~ec Office on~ ia tcuti~ooy !roa t~e ~eor0 1a 
Loi;al: Services <.:orµ. llhile, health care coses !lave c:or.cinuco 

- to r.1.se ac an· alarhl!ng i:-.ite, there !1.<111 bc.:o e s!oulc:.ocous 
~ rl!coi,;nition that ceny inrJividl!llls .s::ill do ~t have accr.:ss 

·co besic b.ealt!i Cdre. In :,any cc=u..,icii:s ai;co:.-dinti ·::o testi
QDOY received, ~c::ien arc c~~pclled to d 0 ree co &torlli:ation 
procedure~- before provide:s are ~illins ::o provicc ocher 
crcatacoc. In t:ilny ache::- c:01:n:iun:!.tio,s, such basic services aa 
obstetric and zynecoloeicul servicec ore sicply unavailable 
under any circucstances. 

Coosrcso estnblishcd as one of Che functions of th!! health 
aystc1~s agency co 1::creare the accessi:>1lity of health 
sen•iccs. Certiiicatl! of nee~ ::ind Gcction 1122 rcvieY ore 
therefore to !Jc co:,dt:ct,:d oa the basis of Che ...~nt:rnl nce:d 
in the cor:-.t.unitv for the he:iltl-i.. service co oe prov!rieti. 
The p~rson prc::c.si:1~ a. pa:-ticular s~rv!ce. hot1cver, ::1~"" by 
pol:fcy or ~rac~:.ce i?Xcluc:~ u:i: ..n1f1cu.»c ;::crcions cf the• 
connuncr cc::::ur:!t.·: !ro: acccs::; co c::t: ::iciilt.·:. ·n~e need 
for the hcalt:h servicl?& ~;,.~u.!.tl i:!:arc:.io::E:- anl ;- bt: conb1rlcrt:a 
in li~ht lli t1:t: rionu.lat1on 1,;hit.:11 c:~~ be t?lt1t?acel,• sc::=-vc;c 
by the r:icilic,·.·· (S. ~.cp. ;,o. ~b-'Jb,. ~uch Con~ress, ls:: 
Sc:"• ]S (ig7:J) 1 et.:r,t.,,si.!1- ndaed.l 

•••• the. coc::d.ttee cnuo.ses the !JaJ,.~t't?Jei:t' s effort& to re
quire i1ealth planning "iS•rncie~ tltroui;h their prujcct review 
author.1.ty co .toc:us ou is;;u.,c; of ..cct:ss cu fac1lic1P.s ar,11 co 
address spacifical.lv ::Ile concr10ut.10n ot the ;:,roJccc 1:i -
1:1cetiUo t.r.t occ<l,; o.:. ::i:::io.ri tics, \:er.en, and hac,ac.:ippud 
.ind!V'iduala i:::i chc health service area.·- [!I!. :it iu, c2i,n.isiJ. 
adrJed.J"' 

••• the''plonning ni;ency should con:aao,r 1-i,eclier or out 
health services "'ill be ava.Ll..bl,: co all o:: c1,a resiucnt.s 
of an .:lt'<!.ll in neat.I of Sl!ch services. 'Ll,c <;,mu1cte:,: includ<.:rJ 
th.is criterion cccnt:se ic rcceivcd di11curbiu~ t.:stiuooy chat 
the- services of nur.ierous he-'lltb care 1nsc.itutions -'lre nae 
acccssible- to s=e r1:1ci:1l .-:1111! lo,.,e::- iocc..-:e· grou;:,o. The· 
Co=ictee notes t:,:u: such all&!gcd discrir-iinacion or selective. 
ndaisoio1111- ls in v1ol.a.cion or ::it.le l.'I of. t.he Civil 1:1.:hc.s. 
Act: for 1nst1Cucion:; wh.Lch h:;vc rtce.1veJ i'cJernl conscrucciun 
11upport t:nder tit.les VI ur XVI oi the l'ublic llcalcb :,ervice 
Ac: auch policies or :ictiomr do not c<.:m~•ly Yith >1Bsur.,.nc1:s 
cllde by the inGtitucioo thnc. the: facility vill be ~vailable 
to nll person· i~Jid.in?, or ecpl~ycd 1n t.he areas cerved by 
tho focilicy, and poteucially do noc ccuply -,ich assurances 
i:,ede by the insticucioo c!i.1~ • a rc,a:ocn.:iol'c volucu uf services 
v.111 be nst:e ,..,ail.:iblc to µi:rson11 who .:ire unable to j,.:l)' tor 
thca. Thii:1 cri:crion c:z:;,restcs tho Cor.::oittcc: 1 s i.ieliei t!-.,u: 
one a{ the .:ri1-:n1rv pt::f'loscN of t!':e ;,lann1 ri.: rro\:r.:in is to 
1ncr~~,ae .1.nci 1::pr1.>vC! uCCt-tii6 c.u la.-,:lth c.r.rC! S•:rv1cc!6. ,ll 

https://i~Jid.in
https://i:::io.ri
https://spacifical.lv
https://author.1.ty
https://rac~:.ce
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r1:ouires the i!SA to be co,.nizant: of i'nd th<Jrtm,:hlv cons1cer 
all circu;:r.tu.nces, ir.clur.:i:1:~ cl,c:;c. ci:eu ~t><.,v,e,, \.:liic:n • :.iu&~ 
b.:irricrs: tu .JCCt!SS co 11ua... cn c.:.:-c· :ii?rv!c1!!i or :acill c.rcs 
in t11e arew. .Ln 1~piw..u.:ncing c:i.1.::1 c:ic.~ricu1, ~nou;h, tr.e 
Cot:u:1.it.tce iloes nae incaod or expect an ii;;.;. to, curry cue 
HE~'a enforcewenc or co~pliancc rcsponsib1i1t11:s ll.llder 
title VI of the Civil ili;;ht.s Ace or tit:leS' VI and ;.;n of 
c:he Public i!ealt!1 Service Act. - [1:.R. ,:ep. ,;o. 96-l~u, !loch 
Congress lac Sess. 73 (1979) =;:,basis added.) 

I! planning uger.cies are to consider und be co~~i:ant of chose access 
proble!:!s in pcrfon,ing their reviev .runct:ions, s1.;nificauc c,i.-ini;es !n 
che HRA dra.fe guic!elioes are cecessary. Our su~g«st1on for ;;uidel.1:::!s 
su.fficieoc to :1eec -t!,1s cl«a:c Coµ:;"t"essional nanas.te follo-.:: 

it- Specific guidance oust: be given to .isscrt! t:hac these ne"' criteria are 
fully consider«d in the revie'1 process. To ~~91st: p!anniu~ a&enc:~s 
in achieving• this :;oal, exatlplt:s o! a.ccessibility an<! inacccssibi.:.!t;
:e:use be set .forth in the i:uidc.lilles. Relcv.mc incuirtes ,;cul.:! 1.:cl,;,.ic, 
the· follovin;;: c!oes a s13u1£1caric port:iun of the ·?:?e<iicall)' under:.1:rvec. 
population partici;:-at:e in. foacrally fundcd t:l::!.rd party· rei:rnu:-se:l,?111: • 
progra1:1s such as !ledicn.ic:. .·:md -1,edicare? Dot!G tl1e ,.pplicc.!\?: ::,arcicipa.ce 
in. those progrzu:is? 'llo s::..ff physici.:li:ts 1.:i th ;id:::1 trini; pr:..·,rilege:s dC.llil: 
·uedicare an'1 /fa<iicaid ?ari,mes? l.ioes enc ai'."l:!.cant:. foc:!.li-.y ofir:r 
al.rernarive access rot!tcs such as clinic. or et1erc,er.cy rou~, rhysic1.,_,::. 
rcfarral and GC:t:!.ssion1 ~J~a the. applicc1nc. f.'.ic.1111:y or cL r--:.rc!on cnerac:: 
c:onstruc::ad 1.ich 11111-fturcuu fuudi.? l! sa~ i:us ic cc-.,plic!c ,i:ri.ch i~s 
rcquirer.:=ts t:o pruvice f::ec ,sc..i oclo.v case care? I.as i.t. conpli.a.! 1-ict. 
its cocounity service assu:-ance? (~ U.ii.. Rep. lie .. ~u-1:iu, Yot.: 
~oll!:ress, ls.c Se:ssiu~ ri,: t:l,e lie.a.1th· l:'l;.;:mii:1; un« r.e"tuurc<! uev.,,1..,;:.11:ue 
Ac:e AI:lcnd.:icr1ci: of l!! 7 !I • ) 

it- If an application fur a ncv facilit:y or servlce or tor a rr:e:uc:cic= 
in SC?rvices is CI.ac.le by a facil.icy cl,d.C is <1eccr.:ii:it:c. ucacr t:h-e .1i.:'-'vt:. 
criceria. to be. ir.,.ccessible co tht: :occiically un<!ers.:,rv,:u ~opulat:!.u11 
in thi. :.ren,. or is likely co De 1r..tcccssiiJ1t:· ia ci,t1. !ucure le.0 ., 

,hospital. relocation or rec!uct:iuns), p.!.,in;:;in3 a;,enc.!.cs cusc requir.,, 
that: rne applicanc set: fcr.:11 a::.fir...a.c.!.v<: seeps. (cun..1,;ceoc -.ic.b. 
U527(a)(2)(.A) ► 11s ai:lended) co i;uar,u~i;ec acccssib1Hcy. ;. 

,.. To facilicarc ndcquate plannin~ agency review. of tile -acct:ss crtt;.,ria.
p1ann1n;; agencies ccsc require 1<ppl.1cancs co auDciC the :olloi,in;:. 
info=cion. i,ith· chc upplicacion:-

1.. .,...l, :oropositioo of che ;iopulat:iun uf cl,c 11rplicanc is 
Actual or potential uervice art:a by r;icc, ir.coee, sex; 
ai;e. lasnd!cup, ,mu ccChod of pay::enc. , ,he tcr..t -acCt!al. 
service area- cusc include nee only chose areas- fr=· 

https://a;,enc.!.cs
https://CI.ac.le
https://et1erc,er.cy
https://arcicipa.ce
https://ledicn.ic
https://t:l::!.rd
https://1.:cl,;,.ic
https://Relcv.mc
https://nanas.te
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"hich the facility c!er1v"s the :,ajor1ty of i::a patients 
but uuct im:ludi: arcus fror: ,.;nicb the fac!lit;, \IOuld 
derive patients if, in fact, it ...-ere ~ccesaili.Le to the 
cedically undi:rservcd. 

2. Cu,rcnc: patie:nt cata (inpatie:1c, outfatient, and er:eri:ency 
roca) by ::1p coae, ::ace._, se,;, at;e, h.1nJica;,, ,md uethoJ 
of payci:nr;:,. This dat.a ::ust iurther be broken down !nto 
separate 11ervice cocponcnts (!.c., peaiatrlc!l, intensive 
care, et;c.) i;y cu:be:r of p;itlenc cays aud t)'pt!s of Ge:c-
v1ces rendered. 

3.. !lata. ;;use be supplied on the. liniuistic cor,pos1t1on of 
the service area. where a group of liLiit.t!d Enslish
spcakiog persons cocprises lOU per~ocs or 5 percent of 
the &ervice area, Jaca on oililli,t:al s::<1if :::; !.ervice 
(i.e., t!cer0~cy roo~, social scrvic.,) uust be supplied. 

4.. W11ere data supplied by the applicant -reveals 11 diucrepanc:, 
bct.-acn the au::ber of ccdically und .. rs.,rved ln t~e patient 
popu.latio11 and the service .. re:a~, the ap;,lic,mc u.i:r.c sull!.:it 
apeclfic afiir::-.acive steps t';;ac 1::. i:1tenas tc c..l;c. to t:ai.e 
.1.tB currP.nt um! r,ro;,o .. ed .taciUcy accessiole to clie, .:ied1.
C2lly underservtd populatio~. 

a- Similar infor:,nt!on i:mst: De gathered ;.nrt analy::cd L, perfn=ii:;; 
,ppropriateness rcvie1J&. 

* Planning agencies c:Utlt· additionnll•y ceteroir.e any aul."o?rs" 1::spucc 
that thi: pt.>J:-Oscd facility or i;;;rv1cc '-il)' nave upon tl:e 'i.:ecically 
underscrved end take seeps to allcvLite ~ucb i~p~ct prlor co 8iV1',~ 
a favorable rcc=enC:;itilln or actu:..L ap1,rova.L. 

III. Conclusion 

I believe that: lfilA :;µiuelines incorporaci11;: the substance of. the cc=.:uca 
sec forth ;ibove are ~ssencial co ade,fuaca.Ly :i.::,p.LE.1.,mc cl!e civil ri.,ncs
related provisions of cl:e ilealth l'lanr.ins Act. ,he I!!!.\ i;.uidcline,: ,1&; 

currc11tly proposed are, in uy ViC!W, 1n.:.u!!ic1ent tt> es::sl•lu hcaltn ;..!.,uninc 
ai:encies co fu.Li.ill oolir,ac1·ons with ru,i;::,cc to e!tsuria;. acce,1t1 tor 
llledicall.y ur.:arscervcd populacionn. r >!cul.ti spprl!ci.a.ce if you 1ooul<! 
consider ther.e r.hant;cs. Unless 1.ubsc.u1Ji~l r..:cJ!!i,cat:!.c..uu; urc cuclc in 
the ;;uideliI" ·, ,. .a.r: inclined to t"<?co..:=end, :i.s ~Ile l,c.a<i of OPl-.A, that 
OCR. non-concur in the 1G&uance of the ::u1<1elincs. 

IE you ha~e;any_questiona, please call Qe ~t' 245-6µa. 

:W.ll.EE!tT A. O·!EATILU.{ 
Wilbert A. Chc.atl-.:1m 

https://spprl!ci.a.ce
https://ade,fuaca.Ly
https://currP.nt
https://ccesaili.Le
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1979'l"O DATE:Eem:y A. Foley, Mmirlistrat:Jr 
Health PP.sources Adninistration 

/:h
/} 

C:.< (__7/;;./. ---
FROM Bruce Mayor

Ceputy Director 
Office cf Standards, P:>licy & ~search 

SUBJECT: Guidelines on Urderserved B:Jpuiation Groups - (l-'.em::>ran::lum of 
Sept. 18, 1979) 

We r.ave reviewed the .revised Guidelines on Uncerserved Peculation 
Groups sent to rr.e fran Colin C. PDrrie, Jr., .Fh. D. on September 18, 
1979. OJr review was lirr.ited to issues presented to your staff by 
Burton M. '!'aylor arrl Edward F.ednan on At.gust 14, 1979 and ;ny men, 
to you of that date. 

Although Dr. Fbrrie's coverinq :nBTO identifies your G.lidelines as 
representing a revision of Civil Rights Guidelines originated by 
our office, it is our view that they represent general and l:i.rriited 
guidance on aspects of P.L. 93-641 as these pertain to the urrler
served i;opulation grot.'PS· While these are not unrelated to civil 
resi;onsibili ties urrler Title VI an::l Section 504, they do rpt 
accanplish the intended purp:,se of the joint HR?,/OCR guidelines 
as originated by OCR. They are, as captioned, guidelines u."lder 
P.L. 93-641 and not civil rights guidelines. 

As discussed with your staff on At.gust 14th, our ccmnents on your 
March draft were fran the ,:ersr:,ective as 'to w'hether your guidelines 
would conflict with our resronsibilities to e.'lforce Title VI an::l 
~tion 504. We did not: camne.'lt on the sufficiency of the G.lidelines 
to implenent P. L. 93-541, or to carry forward your a,ierx:y' s civil 
rights resi;onsibilities in implenenting its health planning prcgrarns. 
The resF(lnsibility for providing such guidance rests with our Office 
of Pro3rarn Fl:view and Assistance. 

Olr CClilment on your revised G.lidelines is also limited to the per
spective of their possible conflict with our responsibilities and 
the extent to which the revision is respJnsive to our earlier canment. 
wnile we fin:! certain changes are responsive, not all of our concerns 
have been net. • 

1. Althot.gh the revised guidelines do inclu:ie reference to 
Title VI arrl Section 504. by iooicati1"8 that health planning 
agencies must meet t.rieir requi::e-::ents, we believe tr.at in a 
footnote, or in the text, t!E Guidelines should contain an 
explan& :)~~ para,iraj,h to r;::,ver Title ·vr and S?ction 504 sub
stantially as suggested urrier ca:ne.'lt ill in our At.gust 14th 
~EinDrandt:rn. ~-

https://Althot.gh
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2. AithoU3h we see in the additional larguage provided
[ at ~+__J_._k_d. on__f§g.e.....~,-~ction II.B.3.t;_._2!1 

~2..r arrl ~~tiQ!_III.4.c. on~ sane gain in 
Sfecificity as suggestea-t.ii'ider our Ccmment #2 in our 
AU3ust 14th r-'.•erroran::'lum, these do not suffice to pr:o.,ide 
the sp=cificity W= ~re SL~gesting. We reccgnize fran 
the AU3ust 20, 1979 iv.~ran::'lum fran Dr'. Rcbinson to 
you, and the discussions on August 14th, that ERA 
pelieved that it could not go further in this regard. 
?l:vettheless, we believe tr,.at the guidelines should 
go further in pr01Tidil'l3 specific guidance on row the 
general resp:msibilities of health plannin:J c33encies 
sJ:-,ould be met. 

3. Your revision has delet2d Section III. 2. of the l-":arch 
guidelines, as we requested. '1Le further thrust of our 
Comnent #3 in regard to data bas not been riet. We had 
urged that reference should be made to the use of the 

t 

t standardized Covernment racial aT'\d ethnic categories. 
wbile tre Guidelir-les ao, as Dt'. Robinson p:,ints out, 
address rnini.t1ally the matter of :;:atient and demcgraphic 
information to be furnished by gr~nt applicants, data 
essential to otlY.=r i:-eal th pla'1niog process<:?s rer:1ainsI 
Ll.'1Specifi8:1.[ 

I 
4. h'e note that the re,;ision of tt-e letter of findings:: item at Section III. 5. on pa3e 8 cannits OCR to 

i nprovide backgrOlmd r.iaterials to supfX)rt the deter
i mination of rx::mcanpliance." ~t i;ortion of the last 
i sentence in Section III. 3. must be deleted. We have 

[ alrecrly requested Mr. John Poore, D=puty Director of 
our: Office of Manc33ement and Adr.!inistration to develop 
a system for furnishil'l3 letters of firrlil'l3s of non 
canpliance to SHPI:1>.s and HSAs in consultation with 
your office (merro attached). Otherwise, we note thatf our canment lf4 on the need for further explanation of r the letter of fimirgs matter has rot been accanplished

[ in the revision fran t.'1e earlier draft. 

'!.'he revised draft, in parc33rar:h 2 of tre Intro:luction, states: 
n1-eal th planning cqencies must also meet these require?.1ents 
and separate auidelines pertaii,il'l3 to these pr01Tisions which 
will be published by the r:eµ3rtment 1 s Office for Civil Rights.n 
We request that the umerlined p:,rtion of this sentence be 
deleted. 'Ihe exact mcde and foonat for providl..l'l3 p:,licy inter
pretations , r. • tcable to health plaru'1il'l3 c33encies has not been 
finally di: :...:nnined. 
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f..s incicatec: at:cve, these anc! cur previous ccr.nmts are hasecl scicly 
on whether these Guidelfoes r..ay ccnElict with CCP. ,::clicy. \•:e have 
provicecl a copy of the r.uidelin~s and this reroranciur.: tor.us Cheathar, 
D::puty Director of our Office c:: Pr::grai:i F:eview ard f,ssistance. His 
Office will evaluate the C:Uidelines fr= the i1rcader r,erspective of 
whet!:er the Cuidelines as revisef. fulfill tbe cbligat_ions of heal th 
planninq a~encies under P.L. 93-~41 fto'l a ciyil rights stancpoint. 
Mr. Cheatham's teler,:hor.e r.urt-.er is 245-6128. 

Attac~nts 

1. r-1ero to John Poore 
2. r-,y mer.o of August 14 wir:h attaclurents 

https://r.urt-.er
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0E:PARTM£;:NT t HE,-'\1.Tl-1, EDUCATION, ,'\ND V 

J°olu:. Poort.!, :c;,u:::, Dlrec·tcr for ?~:1:1g 1.!:::t::it 

and Ad7i:iistracio.i 

Bruce ~:..yor, Cupcty D!.r2ccor, Str..i<l:ir.-Js p/ 
Policy .:::ml Rcs~:irch • • 

llenlth Pl::,.:,:iin3 A,.um:1-a:s Gui.:leli:ie!! 

~'is inc.!.ic~ted !n th:? .ai:tnc!:e<l r:ateri;2J. 1 t:h~ Ht!2lth ?..f::;oa!.·.:e:; Ad0:i!.u!:.~1= t":1t ,j c?: 
is coin:; to i~=u~ ~1.1ir!~linc:a d~::cribin~ t:1-:c LP.spnncibi.t'!.1:.!.!."H o.f- h~aLt:h 
pli!nnin}; a~e!a:i~~ in i:~plc::acnci!l~ PlJ°ulic L.~u !J3-6!.l.,. .,\:; .!.;1d.!.c..·1t:1:?,l in 
Scctfo,1 I!I-•i or the ::,.tcnc:u:d r.r:1.t't, tt,e eul•.!E"line:;, cnlL fo-:- !::'!l'l:i,. pl;,:.n.!n!,'. 
e,:;encie3 to consider OCR lctt.~r!:S a~ !in:!iur, of nc~-ccr✓oJll.h:nce t:o h::al th 
cr.:.re Jlrovi:1(!r it~stitutiur,s i:1 c::rrying ouc t?':r:!r responsib!l it::te:.:. I11 ,~rc!zr 
to bplc::!2:t~ ?:~i:; portion of !:!;2 t":Jidcli~,cs, t_iCR. !:er!~s 1:n t\!V4:lt'\1: ~ pz·oc~Jut·oi
by which it "ill f:i=in!i cc;:,ieo of rc=tir.,mt LC!Fs to he.:::lth pJ;;:inln;: .:.;e,,c!.es, 

~ty ~t:irf lo t:ot''.::i1,g t.ith <:1taif .of the llc:ilth ~ei::ourc~:r l,,J:i:ln!.stratiu11 i!i 

I 
connection with tlioi:c !lspects of th.eir r-ropcsctl ;ui:!elincs -.:hj-:;1 pe:-t,ci.;i r,:, 

1civil =!€1-.tei pol:!.cy. 1 ..w reque:itinir th.:::t your offk., .::,mu::,;, re,:;,o,isi;:i.! iL:: 
jfor dc!velopine "tl:11 procedure referred 1:0 in the pr1::~.lo:is pa,aar3p!.. 

:nr. \:.'illi:i!!! RolJjn::;cn of the Hl;!:iltb Re:;c:urci:s Ac!,:dnintratlon, (43l:-/:!H,). ie 
°CO\lr•.lfost.!.n,1. thi:1 =teer. Ple::se co:r.::u:.ic.1te direc-t:l;- -.:ith hl:i oa -tiri,; :a,,d 
;1-1:e(' us lnforr:etl o-f ycur .icticn. 

r 
ltb:m~~ for ~our cc:ipcr:itio~.i 

f 
j 
i t.\tt:icfo:11:ut 
i i 

i 
I 
1: 
( 
I 

t 

https://pol:!.cy
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::·E?.\il.7~1£~,--;- Of !-.c..-\LTH. ::.DLC.'>TiO:-. ,\:',':) \\'::.!..f.:.:l.E 
UF: £Ct •;,~ ::!E. SC:<..:RET,.\if. 't' 

TO Henry A. Foley, :.Cwi~ist=3to~ 
Heal~~ :<E::scurces r-c-..:.nir.ist=ation 

I i.-? ., . - 1'i1. ~I 
3ruce !-".ayor, Ceputy Ci=ect.or foe /S,i p;.:_:c,s- 1,.,.1''

FROM St:ancards, F-olicy ard Research 
Office for Civil P~;hcs 

St;!lJECT. 
Guidelines Coverino ?lannina for Cnderse::-;ed Fo,;ulatio~s Uncer 
P.L. 93-641 (Your A~-sust 2 ~r.crard=I 

Cavid '!'atel has recuestee ::hat I reolv to vcur .O.ucust 2 ;;-.errcrandt..-n 
in whicb you enclcSe ?rcpcsed GuiCei:~es c;veiinc~?~::nni~ :er 
Uncerservec Fc;::ulat:.cr.s C:1der !?.L. 93-541 (C-uidehnes). 5ecause of 
clcse relatior.sni~ ce~~een certa!n ?==-=~ens cf t.~e GuiCelines and 
recuirer.-.ents of ':"itle VI of ::he Civil Piohts Act of 1964 anc 
Section 504 of the i'lehai::-ilitation ~:: o( 1973, Cf:ice for Civil 
Rights staff had bq;:ed that we could issue joint guidelines u~er 
t..'le authority of P.L. 9:!-64i and t.."le civil rights statutes. ;.nile 
we ccntinue to see aCVantages to issuing joint guiCelines, we Co 
not !::lelieve that this ai:;prcach is necessary. As c:isc-..:ssed wi::h 
er. William A. Ro!:>inscn ,oE •,cur staf::, attac.'lec are cur =::rents on 
your Guidelines. 3urton ~.-':"aylor a.roe =c-.;a::tl Rec::-.an will ;:ice:: wit.'l 
er. !ilobinscn and at.he:- me.,;::ers of your s::af:: on August 15 ::o discuss 
this matter. 

I regret any,misunce:rstanding or lack of r~s;:onsive~ess en our ;;att 
which rr.ay have occurrec in t.."le i;:as:: ar1e t:c;;e t.':a:: you fi~c our 
=ments to be =nst::-.Jctive. Sha..:lc any c=un::cations p=ble::-s 
arise in t.."le. future, please let ;:,e k.-x=w. 

Attadu:lent 

https://Rec::-.an
https://Ci=ect.or
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I 
CCR Ccm:-ents on Guideli:-:es Ccveri:-:g Planning :or Ur.derse!:"",ed 
:-o:;:ulaticns Sneer P.L.. 93-641 

(Co~y received with Dr. nenry A. Foley's August 2, 1979 ~~iroranc~) 

l. In light of t"'le clcse relati<;:r:shi? of ::-:any £:Crtior:s of t.'.e Guide
lines to requirements cf Title '.i! of the Ci-JU ?ights 
~ct of 1964 ard Section 504 of t.'":2 ?.ehabilitation ~ct 
cf 1973, the Guidelir:es should •=c.,::ain a stat-::::::ent: •..;hic..'1 
explains its relaticr.shi? to t.':esa statutes. For example: 

Health plar.ning agencies subject to these guidelir:es r.'t.lSt 
also c::rnply witb t.'.e r~irerents of ~itle VI o: the Civil 
Rights Act of 1964 ar.d Section 504 of the ?.ehabil:tation 
Act of 1973, as ar.l':ndec. ':'itle VI re-:r~ires t.'"~at recioients 
of Federal fi:-.ancial assist:ance offer··their benefits ~nd 
services wit.':out. clisc::-i.-::bacicn on the basis of race, color, 
or national crioin. Section 504 orohibits discri~ir.ation 
on the basis of.handicao in :eder~llv assisted crccr::1;s and 
activities. 'The ':'i ::le VI reculation: !~ondiscri.;.ination 
In Federally Assisted ?::ogra.,;;, is codified at 45 C:R 
Part 80. 'The Section 504 regulation, NondiscrL-:ii:iation on 
the Basis Of Har:-dic:ap is coci=ied at 45 CF?. Fart 84. ~ese 
regulations reg.iire t.'":at a s-tate agency e:-:sure that its 
metho::!s of administration do not have t.'1e effect cf 
perpetuating disc=i.-:iir.aticn by anct.'1er recipient which is 
an agency of t"'le same state. In addition, t.~.e Office 
for Civil.Rights which ac:::1::r.~sters these stat~tes, 
peric:dically issues guidelines and policy inte=?retatiors 
that explain partici;lar req-~ire::-e.~ts of t~e statutes 
a'1d regulations as ttey a~ply tc ~ealt.'1 planning 
agencies and other institutior:s for whic., CCR has 
o::r.?pliance res£:Cnsibility. -~ 

2. '!he G:Jicelines provide a gcctl s.::ate::ient of the general 
resp:,~.sibilities of health pla."'!ning agencies in identifying 
and planning for t.~e healt.~ care needs of cisacvantagec 
and uncersarved ?Jpulaticns, including minorities, wa::en, 
har.dicafPed and the eldarly; hcwever, it provides little 
specific guidance as to hew these re5?Jr:sibilities should 
l:e. met. For ex21:Dle, ao=rcoriate action to r.-eet the ra
si:cnsibilities to provide ;ervices to l~itecl English 
speaking individuals and handica~ ;;erscns are net 
discussed, nor are ?roceclures i::enti:ied to ensure t.~at 
proposed clcsure or conversion of hcspi tals do not 
advers'-'" y ~ffect disacvantaged populatior.s. 'I'itle I/I is 
relevant to these issues. 
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3. Cata r~uire~ents shc~lc ::,estated ~it~ ;;-ore 5?=(:ificity. 
Cata should =e coll~c=ed bv naticnal oricin as ~ell as race, 
sex anc ace in c:Jn::~::::-..3.nce- -..,i th stancardizec C",cve=ent 
racial and et.,nic categories. ~e Office for Civil Rights 
cces not have inf0:::::aticn re::e::Ted to in III 2 of the 
Guidelines. We ·.-0uld ex;:ect t:.a t t.';e ?-!a tional Center for 
:;ealth Statistics as •..ell as HR.A and HC?A wculd be a=le 
to provide relevant cata. OCR will provide any relevant: 
cata wr.ich it collects in the future. F.ere too, there 
is a clcse ~r..~ecticn bet:-...een t.~ese Guidelines and what 
r.ay i::e required U,,cer Title VI and Section 504. 

4. The reference to Office for Civil Rights letters of 
finding in III 4 should =e e)Gllained furt.,er and a 
=rccedure n~s to be established bv «hie., tXR furnishes 
t.,ese letters to t:..,e a?.:)rcpriate ag~ncies on a regular 
:::asis. 
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DEPARnlENT Or 11!::.\LTII. ::UVG\TlON. AND 'lll::l.fARE1fElviORANDU1vf ?!!BL:C IIEAL!II ::iER\'ICE, 
IJEALTII RE5Ql!HC!S ~0:.11:'-=ISTRA TtoN 

OFFICE OF TIIE ADMINl>TRATOR 

Di=ec::cr 
Of:ice :or Civil ?.:.ghcs, OS 

OS?R: - 13:uce !-!ayer to 
call F.enry Foley by 

COB, Mon., 8/6 

FilOM cy to Ta~el, 3rown, Cheatham 

SUBJECT.. ,Guideli...,es c~ve=~g Pla::n.ing for trnde~ser,;l:!d !'opcl3.c!ons 
Under P.L. 93-641 

Please f:.:ld anc.!.csed a· doct:ie!lC e.."1t:i:l~d "Gui::.el!:les C.,veri."'lg 
Planni:ig for Un_dersarved ?cpulacions Under P .L. 93-~41." 
A dra..:E: oi chese Guideli..:.cs r.:as i.::.i:::!.alJ..y ~en:. ::o che Office 
for Civil Rights on !-!arc!:i 15 for ievieY and c~tl:Ilenc by May l. 
Subsequent: co. c!:e !-fay l dace, Ye have requested a response =-=oc 
your office on m.u::ierous occ3.sions, Ue lat:est:. contained i:i a 
m=rand= daced July 6. • 

we nov feel chac chis caccer should proceed vi:houc furcher delay. 
Si:ice youi lack oi response •'"Ould i:Idicat:e c!ia1: c.a se:ious rev-'..sions 
are required, ! am request:i:lg r;:ry st:aff co prepare public release of 
the HRA. Guidelines 011 er before August: 8: 

H~ 

Z:ic:losure 

Note: In checking! found out that I did not have a cont:ol 
on this ~ecause it came to CR apparently iru:or:nally. 

Gus Cheat."lzm's of:ice had nothing. 
Peter Jacobson said the 7/6 memo came to hi::! f:om Clay 
Si:::1cson,and that he had resconded bv ohone and then 
i~for:ned Ed Ren:dond that ~e-needed to 

0 

get back ~ith 
ccmments. Ed R~~Ccnd is ?repa=ing crit~ca~ comments anC 
Peter Jacobson prepared some c=~tica1 comments_ 

Pa~ ghes· 8/3 
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G;JI!JEL:::::!rc.S C:VE?..!~;G ?!....~\~r::;c; F'IJ?.. U!-t~E~Sc::?..VE~ 
PO?UUTIO~S U!;::>ER P.L. 93-641 

I. Ilrr?.ODUG",'.ON 

C\.•er Che pas·:: c-::-o years, t~e De?a:r':':en;: :,.as g!ve.n spec!al e:?has'!s :::o t~e 
c~oce:-::s of C.i5aci~:ac.taged and u..-i.Ue:-se~,1ed ?opcl2.c:.:::>"s,. :li:tc:-i=.ies, ~c:en,. 
handicapped and che el:e=ly. This a::encion has aeen ~videnc in :nny of 
=!le recent: p=opose~ .=~sulaC.o:is ...:.nder T!.::les :,;; and' X'-l! of t::le ?~blic He:t!:b 
Se:-vice Ac:. 

rne pu=:iose of ::~2Se Guideli~es ~s to give special co~s~de=a~ion to t~e 
!►-!lar:~e:it:' s e:;:has,is as it: oe:-eains :o :he ac:ivi.=i.es -co 5e ca::-:ied cue 
:mde: cha ·Na::io~al •::ealch Pl;,,,ni.ng and i\aso"l!:::es Develop::ienc Act: (l' .!.. 93-,541). 
'!hese pa.:-cic.u!a:- Guidel.!.::es :'ocus on ?!.a:, :::!evelo~en:: a::.C. ?'t'Oje~c revieY. 
!ache case o!• ?la~ deve~op:enc ouch o= c~e =acerial is :aken free ::he 
recencly iss:.:ed g~i:!eliaes on p..lan· develo?=e-o.c. !: :.S a."'ltic:.?a:ed t:lac 
::.he:e i.i:!.ll be ad:li::iot:al guideli::es i::. t!le f...:c-.:=e. cc-7eri::g oc!:.e,r, :cpic:s 
ge.r::a.:e to .t..:lis cve::-=i;ii:g ccnce::i. 

~ givi.~; ac:e:cion :o che issue of civ'..!. :ighrs and?.!.. 93-641, ch:ough 
these guideli:es, a spe_c.i.al poinc needs to be ::iade rega=:!i::g :he publ:!.c fo-::.: 
offered chrccgh c.~e heal.ell planning agencies escablished unde= c.~e ?P.S Acc. 
Specifically, ::he b.eal.t.~ sysre::is agency and :he sra::e"1de heal:h ccc:dina:!n~ 
~ouncil and ·c..~e public processes t:..~ey =ds:e= of:ar a unique oppo-:-:uni:y :o 
~ddress che spec::!.al needs or disadvancaged ?Opula:ions. ?u:sui: of t~e 
fort.:: and che ::ak.:.::g of posi:::.•,e seeps co ·=e.:I.!.:.::e :!:.e ~ccenc!a.l ~,a: 
e:dscs a:e i=;,c~:an~ for ::ale.~; sig:i:!.='!=a~c !~:-oads i~:o access concer-_s :!.~ 
che b.eal:::. a::ena. 

In gecerals !.:: :!.s :!.::;,or-;:anc ;o st:ess the. ;'ede:-al ~ec:ac!cn :ha: pl.z::::ing 
bodies Yill e•1'!.de:1ce a c::,nsist~nc -::eco::-:i of ?:"o...-idi::g a;r?:"C?:::.ace er.:phasis 
i::. their accivi:ies cc :.::te :eeds of unCe=served pcpulac~on g=oups. 

TI. GUTilE!.Ill::S FOR SPEC!.!.L ?OPUtATI".l!f ?I.A.'! DEVE!.OP:-!E?f.I' :!Y l!E..-\!.I:I 
PLI..'i:..'I.'iG AGE::c::::s 

A. Plans developed by Sc!l'DAs and ~S.\s shou!.d be. ,cpulac!on-b~sed
CO ;he e::c~en: possible. Th:!.s ~equi.=es iCen~if7i~g c~ose Y~th.:i: 

the ?Cpula:ion ~ho a=e ~ed!cally "t::Ide~ser-~~d. lc~-incc-;:e, ~o=e~. 
aged, =r!.:ic:ities and handic:??ped. ar..d -:!:en gi,.ping che:::i 
special.. consideration ia the de•1elcp1:ent: and i::iple!:len:acion of 
plans. Special ccnsiderac:!.cn also should be given co ::lie needs 

https://ccnsiderac:!.cn
https://spec::!.al
https://spe_c.i.al
https://i.i:!.ll
https://Pl;,,,ni.ng
https://ac:ivi.=i.es
https://Ilrr?.ODUG",'.ON
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of a:y ?eople or sub-~:::c?S of the pcpt:!a:::!.on ~ho have u.:ii~ue 
prcble-...s or se~ri~e ne~ds that are ~o: be!~; :ec. ~s sec:~on 
est1blishes goals for the heal:h p!a~ni~; ~s~~~ies :o a:te:?C to 
achieve. I::. :!.s no:: intended as a second sec of guidelines for 
plan develo~e~:, ~uc rathe= c~=?!e::en:~ :~a ~u~te!~~es !~~ =~~ 

[ Dev.gloo-ce:1: of Ee:ilth S·:~:e:s :'!a::s and .i~n:::! !~~!.e::ent:.:ion 
~- For adCi~ional i~:o=ra:ico on ?~an ce~elo:=-=~n;, :~e 
Feb::-.:ar/ 12,. 19i9 • edi::!.on of •:::ie a:o::e:e:cic::'!d doc=e:;t 
should-be che pr:!.:ar-1 source. S=e areas in ~hich :he ?.S?/AI? 
gu.:!.deli.:les focus. on che special needs of unde:se::-:ed populations 
may be found en pages Z, 4, 20 and ZS. 

ii. Plan Develcpce:i:· 

l. Sec::::!.on 1513 of :he Ac:: p-::esc::-::!.bes f:i-:: each ?.SA ::hat:: 

"The Agency shall asse:::ile and analy::e. -::ara ccncern:!.:g 
(A) t:he sracus (and ics decer.:::!.nants) o"f"aie. he.alch of 
the :esidents of it~ heal:: se:"'1ice a=ea. 

I 
(5) cbe. scacus cf the health care delivery syst:e: in ::.he 
area and :he USP cf ::ha:: sys-::.e: by t!:le :e.sidencs cf che 
are.a, 
{C) t:he effec:: Che area's healc.'l care deliver:, sys:e: has 
en the healcb. o::. che reside::11:s cf che area, 
(D) cbe number, type, and lccacion cf the area's resources 
including heal::..'i servic2S. :naa;,=er • and fac:!.ll:.es, 
(E) t:he paccerns cf u::.il.i:::a.::.icn of ::..'ie area's heal.th 
rescuri:es •· and 
CE') che envircn=encal aad cccu?at:.ioaal ex;,osure factors 
a:fiece:!.:lg 1=ediate and long-ce= heal::!1 concli:::!.cas.I I:i. car:-:,i:lg oui: ::his ;:iarag-::aph, ::he age::cy sl:all, ::o ::..'ier ::i:.:c.::-.::i ext2n: ?tac:icable, use e::-.isti.::; dat:a (i::cl~di:i; d;:a

f developed under Federal heal::..'i prog-:::-2""-S) and c:icrdi:iate. ics 
.ic::ivi::ies vich che c:ic;,era::.ive s7s::em ;,-::cvi::ied fer under 

i 
i • 

seed.on 316(el ." 

Fer each cf ::hese data areas, :.'le ?l=:!.:lg ag~ncies should, 
-cc the :na:d.-~ ext:eni: ?OSs!ble, asse:::ile and aualy::e e:d.scicg 
da::a. according cc race, sex, income, age, anci hanclicap s::acus. 

z. '!he ageacies should de•relcp a syst:e::i f:,r evalua.::::!.ng c.'ie 
needs of the above groups and include corrective ~easures in 
che· health i:L=: 

a. All health plans (e.g.• A!?, HS?, S"<i?, Sl-q?, etc.) 
should consider and :!.::cl.ude :acts, :i:i::iic;s, an~ 
recc=endaticns relacing cc the health care needs of 
all of c!ie target grnups; 

https://evalua.::::!.ng
https://fac:!.ll:.es
https://Sec::::!.on
https://edi::!.on
https://pcpt:!a:::!.on
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b. The agenc!es shculC ~:alt:aca t~e ~~~~=!~; a~d ?~o~~c:erl 
heal:~ ~a=e ne2:s ~f :~es~ g=-;:n:?s, ~he=e t~ey a=e ~ei~~ 
:et:, ~here coc, and -::ays to :.=?==--.re ciel.:!:1e-=7 of s~::-,ices 
to the::i; 

c. ~nere high :isk can be de:e=i~ed, i: should be conside::-ed 
a potential ?=iori:; i~ ?la~=i~g. :o= e:-~?le, if a 
millcricy g~ou? ~2s h!~h i~!ar.C' :c=:ali:'7 =atey spccifi: 
steps should. be id~ci.:ied i:: pl=:-.ing ::o deal ,:ith 
the proble::i; 

i. "'here the collec:e~ data i.:ldicate a disc=~pancy bec-.een 
need and se=vice u:ili:ed, ?la~=ing should cake steps 
to alleviate this. Use of these hea!:.'l se:-rices "tir 
targ~e grou?S shollld be propor~~or.ace to thei= ?Opclati~~ 
and co t·~eir :.edical r:eeds. !,"here h.::.gh ::-:.sk (or special 
need) has been identi=ied, soecial ~lans should be 
s_pecified to ~nsure t~e provision of ap?ropr::..a.te ca::-e. 
'For lls=ance, si::ce ~lacks a:-e a:. h:O;h risk for sick1.e 
cell ane:nia, infant ::ior:.ality, and ::uberc::i.los::.s, 
their proportionate usage of creac:ents :or these 
diseases should be l:igh. Also, if t:-ea::ent: for a !iigh 
r:!..sk is nee ..va::.lab!e, plar.s sr.ould ::e=!ect the :eed 
for such ser-:ic:es ar.d ?ropose possible al::ernative 
solutions to such defic.i~. 

3. Flans should ident.f7 e::d.st:ing health resource~ ~nd add::-ess ar.1 
disparities in availabili::y. and accessibili::y of each neal::h 
service fer t!ie above' grou?s. AIJ.y disparic::.es or disp=opor
tionat:e effects of service delive::y should be ::.dent:i=ied and 
corrective measures proposed in t:he ?lans. 

a. Types of care, :::et:!:.ods o: ?a;-oen:s, and types of 
services should be ==~s~Ce~e~ i: ~tla:ion :o access :or • 
the tar;get: groups covered by ::."Iese provisions. 

b_ nSAs are e:r;,ec::ed ::o es::ablish the uni~ue ~eeds of their 
sub-populations by ::he a:calysis of s=ll gecg:aph.ic areas 
(such as i::edically underserved urball or r.::ral areas, 

::ieut:al. heal.th cacc!::en: areas, ecc.) and ?Opulat:ion 6::-o~ps. 

c. l'lans should be ..-ri::::en vi::.'1 consideration of barriers 
to equal access, such as physical barriers, c=icacion 
ba=iers (i.e·., no b:!..ling-,...al co=.mic:a::ions), d{sc:i:::i:,nccry 
pac~er:is er pr~c~i:es, cor.ti~uij; r~cial idenci:iabili=-;, 
or cransporcacion i:accessibili~f. ?:!.ans should !den::iiy 
accessibilicy to each se:-rice and resource for :hose in 
need, e.g., l) Is adequate public t:::-anspor::at:ion available? 

https://gecg:aph.ic
https://disparic::.es
https://ident.f7
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2) A=e enough fac!.l.!.:::!.es op'en at: ::ou=s ~o ac::c:::::C.:1:~ :::le· 
va=ious·g=ou?s? 3) A:e he~1~; care se-::-:!:2s ac::ess~bl~ 
to mobility i:pai=ed persons? 4) Are hcr:e heal::h care 
services ava::.lable? 

d. To are.a~ of a :=ncen~raced l!::i:ed E::gl.!.sh speak~~g 
popula::icn, plans should adr.ress ::he need :er biling-;:aL 
c=t:nica::icr:s. 

e. If health se:-7iCes offered a=e no:: used i: ?ropo~:icn 
to t~e identi!ied needs cf the underse:7ed, plans should 
suggesc.ouc=each e==~=~s thac proviCe=s coult c~nsider 
e:::ploy!.~g i~ c~der :o !:c=ease ~ciii:a:!o~, a~a=eness of 
se::V:.ces a:::! ;,r~ve.ri::i"re :ed!C::te. !he ?.5.A should :ak.e 
s~eps t~ =eac~ out and sec-~re c~e i~volve::en: of organi
zations fike~y•cc be affected b7 the plans, .r..:h ~pec:ia.l 
e::phasis• en in~ol-:in~ cinori::-1 organi::ations and orgaai:a
tions o: ::he handicapped. !n addition, plans should 
:!.:11:2.ude speci.:i:: -g-.:idance on co·::rec::i·.:e :easures. 

f. Plans ~hich i:lclude ;,roposed closi:re or conversion cf 
hospitals or othe-::- health. ::acili:::i.es s~ould g:::.ve s;,ecia.l. 
a!::en::ion ::o che poce:1::ia1 i:pac~ of such accions on 
access co hd.l::h. care :or disadvantaged populations. 

Reviews i:lclude·• all re:v-ie.-.:s conducted by ESAs and Str?!lAs under Tit..!.e "r.l of\ 
t:he ?ublic iiealch. • Se=ice Ac:: Cer::ificate of :,eed, Sec::ion 1122 of the 
Social S.eci:-::.:; Ac::, Review and Appr:i-val o_: ?:-oposed !ises of 'E'ede=!. !unds, 
mid Approp-::i.ace::ess :tevieY cf E:c.sting !ns:::i.t-.:tional. Se=ices. 

l. ni.~ ?l.a.=~i~g age~c.ies a=e req~i=ed to conC~c~ the!= =gv!ews ~sini 
c:i:eria ~hich they adopt: ::.'u:ough an open ;,ci,lic ;,rocess~ Each 
.agency should, in designing ::heir ;,recess, -:iake sure cha:: dis
advan1:aged a::.C c:i~e:-se:ved g=oU?s a.re aYa:-e of c!le oppor'tn:i::.::, co 
help develop cri.::er::.a and are !.:ivi ced t:o do so. The ?RS Ac:: and 
reg-elations es::ablish :ni.-ii= consideration with mus:: be included 
:!.::r. c:iceria which are adopted. Age:icies nay adop:: addi::ional 
cr-::eria t!:i=ough the sa::ie open -;,ubllc process. The c:,nsideratio:-.s 
required in adcp::ed cer::i!icate of need review criteria are below. 
Si::iilar conside-:acions are required for the ot!1er types of reviews. 
'Ihe follo~ing c=i:eria are included i:,. project review considerations: 
"(3) (i) ·nie need ch.a:: che ;,opulacion se:-ved or co be· se.'7ed has 
for :he se.'7ices ;,reposed co be of.:ered or e:q,anded, and the 
e:::i:::ent: co Yhi.::,. low i.-icc.::e persons, racial. and at:i:!ic ::iinoricies, 
wc.::e:ir handic~pped persons, and ocher underse:::-~ed groups are l!.kely 
co h.,-,- ~ccess ::) those services. 

https://acili:::i.es
https://E::gl.!.sh
https://fac!.l.!.:::!.es
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(ii) !~ ~=e case of a =eduction o~ eli=ina=!on of a se:--rice 
incl~C!~g che.r2locaci~~ of a :aci!i=-7 or 1 se:--:ice, c~e ~aed 
that che populat~=n ?~~s~nely se=--1ed has :or t~e se::-1ic2 1 chc 
e:::~en: to ~hich :hac r.e~d ~ill be :e: a~e~-.:a:el7 by :~e ?=opos~d 
relcca~!on or by al:a~~a~i~e ar=ang~cencs, an~ :~e ef=ec= of 
~:e =eCuc~ion, el!=ina:!=n or re!oca~ion of c~e se:--,ic~ on :~e 
ab!:icy of lo~ i~c:;::e ?e=sc;-s. :-ac.::.31 a=~ e~~~ic =!~ori:~es, 
~=e::, handiczpped pe=sons, ~nd o:~er mide-::-ser-,ed g=oups :o 
obtai~ needed heal~~ ca=e ··~-

(4) The a7allab1!.icy of less cos~ly or ~ore ef=~c:!7e al:e::::ati7e 
-::iet~ods of providi~; t~e ser;ices to be offered, ~a..~ded, reduced, 
relocaced, o= eli:::i.,aced .... 
(l.3) The contribution of :!:e proposed ::e,a- -inst:!.c-.1tiona!. heal:!:. 
ser-:-ice i:.~ee~ing t~e heal:!!. relaced aeeds of :e:::.bers of :eCic3l!y 
uoderser-,ed g~oups and groups _.hich have tradi:ionall; e:-:;,erien::ed 
di.::iculci.es. i~ obcaip!ng eq~ ac:ess :o heal~~ se:-:-ices (tor 
=ple, lo,a- incc:::e ?ersons, ::-:icial. and er~:iic l.linori::ies, 
v=en, a::d handic:a_p,i~d ;,ersons); ?arti::ularly chose needs ic!enti.:ied 
in the a;,olic::abl2 he:al:h sys::=s nl= and annual. iu;,12:entatio:: pL-m 
deserv<_ng. of prio.ricy." • • 

2. The Office :or Civil ?.i.ght:s ~ill at:t:e.-:pt to =le dara·available to 
the heal:h planning agencies as soo!l as ?Ossible on the use of 
provider's services gy race, se:i::, and age. .hese data ,.-ill be 
sought fr= sources such- as :he Hosp,ital Unifo= Discharge Data 
affa~. '!he planning agency, i: =der::aking revie,a-s, should e:plo~ 
:hese and. ot!ler data as they rel.ace ta me revie!J c:i:er:i.a. above. 

C 

J_ I: an application proposes, :o- ser7e an area _.here a si;:rl.=ic:ant: 
percentage of the residen::s ;:.;:it a= E:::glish S?eaking_is li.:ni:ed, the 
need .for bi.lingual co,m:rum'.catioi:s should be evaiuated i.::. ..-a::.ous 
services such as e:ergenc::, roo:::s at:d out:pa:ient cli:iics. As a 
general r-.l.le, five percent of :he popularian is a sign.ifi=t: ai:ioun:, 
alc:.'iough t!:e .=ig,:re :ay sm:iet::bes be s=ller. 

4. I= OCR :ias issued a "let::e!:' of fin~::gs" to a. provider i::..sri::ution 
of -viol.at:ion of ci·.1'.!.l ri~ht:s laws, t:he heal::!: p.lanni::g agenci= shouLi 
consider chese find~,gs i.:1 che revi~ of auy applicaeion frcm che 
ins::i::u:ion. OCR t.7ill provide the healc:.'l planning 'agencies -:n.::!l 
ccpies of these le::t:ers. 

5. '!he planning agencies should req'l!ire each applicant: t:o supply :he 
fallOtJing info=ation _.ith its application: 

a. '!he c=posi:ion of che ?OP'"-llation of Che applic:an:rs act:lla1. 
serrlce area by race, se:i:, and age. 

https://di.::iculci.es
https://ac.::.31
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~e ==be= of ?atients cur=en:!7 se:-:-~d by ~-s pv~5-~-: 

se:--rl.ces ac:Ordi~g to :~e a~ove characce~!~cics. !! :~e 
data is availacl~. applican:s sho~l~ be :e~~i:eci :o ?,ovide 
brea!'-'.:c~-ns ~y :ecbod of ?a;-:::ent and by in?atient, and e::ie:;ency 
roe: categories. 

1 
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TO 

'i"HRl.i 

FROM 

St.,"llJECT: 

OFFICE Or THE. SECRE,-,RY 

Henry A. Foley, Adrainistra'tor i>.-.TE.. 9- 12- ?9 
Healch Resources Ad~iniscracion 
Davia S. Tacel, Direccor 
Office for Civil Rights 

Daputy Direccor 
Office for Civil Rights 
Office of Program Review and Assiscance 

Guidelines on Underserved Populacion Groups C·ler.ioranduc of Septecber 18, 
1979) 

I. Background 

As you are aware, Bruce t-layor, OCR's Deputy Director for Standards, 
Policy and Research (OSPR) has commencea on the above referenced 
guidelines, (See attached memoranda of August 4, 1979 and 
October 2, 1979.) His critique focused on the question of whether 
HRA's proposed guidelines conflicted with OCR's responsibility to 
enforce Title VI and Section 5U4 or would interfere with OCR's 
ability to place further requirements on HSAs and SHPDAs under che 
authority of Title VI and Section 504. 

Hy office, however, has a somewhat broader interesc in the proposed 
HRA guidelines, As you may know, OCR's Office of Program Review 
1ftd Assistance (OPRA) has the responsibilicy co coordinate and 
assist in the Departraent-wiGe initiativP to incorporate civil rights 
into the program operations of the POCs and to provide technical 
assistance and support services to the POCs for civil rights policy 
impleraentation. As part of the Nemorandum·of Understanding {MOU) 
signed by Dr. Richmond on July lo, 1979, and approved by former 
Secretary Califano on July 27, 1979, the Puplic Health Service 
agreed to "(i]ncorporate civil rights concerns into regular prograra 
review and audit activities to assure that benefits ana services 
are delivered equitably to eligible minorities, wocen and nandi
capped persons" and to "[r]eview, in coqperation ;,,ith OCR, program 
regulations, directives and instructions to assure support for the 
Department's civil rights authorities," One of the specific 
managecent objectives· approved by Dr. Richmond .as an l''i !SU activity 
to implement the civil rights initiative calls for PHS "It.lo integrate 
Title VI and Section 504 into Health"Systera Agency (HSA) and Stace 
Health Planning and Development Agency (SH?DA) programs.·· 

Under our responsi:iility to incorporate civil righ'ts· into· the program 
operatio~s of the POCs, we have set forth below our supplementary 
co~ments to OCR's earlier critique. Our ccc:raents are designed co 
address che suf"iciency of HRA's proposed guidelines in implementing 
the civil ri•> :s-relaced requir~mencs of P.L. 93-641 and P.L. 96-79. 
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The goals of P.L. 93-641 are certainly compatible with, and in many ways 
similar to, the goals of the civil rights statutes. Specifically, i~ 
the 197.:. Xationsl P.eal th i:'lanning and Resources Develop:a2nt Act, Congress 
recognized the 'si3nificant contribution that planning ag'encies could and 
must make toward the achieveiaent of "equal access to health care". (§2(a) 
(1) of P.L. 93-6~1, as arnended.) The 1979 Planning Act ree:aphasizes 
that view and further elaborates on it by the addition of proJect re_view 
criteria for new health services addressing "the extent to which proposed 
services will be accessible to all the residents of the area to be served 
by such services." (§1532(c)(6)(::;) of the Planning Act, as amended.) 
Si!Dilar amendrnents include "accessibility" as a criterion in appropriate
ness reviews. (§1513(g)(3) and §1523(a)(6) of the Planning Act, as 
al!lended,) 

HRA's recently issued regulations (April 7, 1979) have also recognized 
the importance of access, These Planning Act regulations, as amended, 
take a significant step in assuring that planning agencies, in both plan 
development and certificate of need review, recognize the needs of 
minorities and· the handicapped· as well as others who have traditionally 
experienced difficulty in obtaining equal access to health servic~s. 
Although the proposed guidelines on medically underserved populations, 
transmitted on September 18, 1979 from Colin C. Rorrie, Jr., Ph.D.• , 
Director of the Bureau of Health Planning, are ,an important step in 
giving guidance on how planning agencies should address the interests 
of .those ,traditionally denied access, the guidelines lack the specificity 
which we feel is necessary to enable planning ~ge~cies to achieve this 
most important objective. The following co=ents and illustrations are 
our attempt to amplify the proposed guiaelines to assist planning agencies 
in fulfilling this important segment of their statutory and regulatory 
obligation, 

II, Recommendation for Additional Civil Rights Guidelines Mandated by 
P.L. 93-641 and P.L. So-79 

A, OCR Comments re: Guidelines for .PLAN DEVELOPHEt-T - (page 3) 

The 1979 amendments to the Planning Act, when considered together with 
c~rtain. provisions in the o::iginal Planning Act as enacted in 197Ji, 
support the need for specific guidelines that address plan development 
with respect to the medically underserved, The Congressional findings 
which introduce the 1974 Planning Act begin with the following finding: 
"The achi'evement ·of eoual access to quality health care at a reasonable 
co·st is a priority of the Federal G'overruaent" (§2(a)(l) of the 1974 
Planning Act, ,emphasis added). Congress states in §1502 (1) "provision 
of primary care services for medically underserved populations ,,," as 
the· •first of ·the national health priorities which deserve "priority 
consideration~~- ·Federal, State, and ~rea health planning programs. 
Further, §l5iJ(a)(2) of the 1974 Planning Act lists "increasing access~
l?ility Cincl,uding overcoming geographic, archi tee tural, and transportation 
barr!ers),.,," as a primar.y resp9nsi',Uity of health systems agencies. 
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In the 1979 acend:nents to the Planni:Jg Act, Congress a:nended §150l(b)(i) 
to require that the Secretary, in issuir:g national health plannin6 g~icic:
lines, i:::1clude standar::is re.f:ie·cting "t:he unique needs ,of .::ircumstances 
and needs of r.:edically underserved populat:ions in isolatea rural co:J.-:1un
ities." These guidelines are ~o be considered by health syste:ns agencies 
in plan develop~ent (,1513(b)(2)). The conference report notes that 
H5ill(b)(l) • as a:iended, confor:is to the Sena·te oill. (H.R. Confer~nce 
Report Xo. 96-420, 96th Congress 1st Sess. 56 (1979.) The legislative 
history makes clear that the Senate intended that the standards developed 
include consideration of the following circuostances: "geographic and 
transportation barriers; financial barriers for persons on :iedicaid, 
Medicare, State, or local assistance; patients unable to provide pre
admission deposits; and patients unable to pay for services; admission 
barriers for patients without doctors; com:nunication barriers; and 
informational, educational or cultural barriers." S. Rep. 96-96, 96th 
Congress, 1st Sess. 54 (1979). 

When these various provisions in the Planning Act, as amended, are 
considered together, the mandate for clarifying guidelines for plan 
developoent for medically underserved populations becoces clear..We 
feel our analysis below appropriately reflects the Congressi-0nal intent 
and that the HR.~ plan development guidelines should address these 
important conce~ns in the following manner: 

* Planning agencies must be given guidance in determining (1) those who 
are medicallv underserved and (2) the health needs of the·medicallv 
underserved. Plans develooed bv HSAs and SHPDAs must identify and 
address the unique needs of :ned!cally underserved populations and must· 
be population-specific (e.g., t:hey muse identify those who compose 
low-income groups, women, the aged, minorities, and the handicapped . 
in the area and their specific needs for facilities and services:,;...,... v~~ 

~~a ...5,
* In special population planning, planning agencies must consider both 

current utilization data and projection of needs for the medically 
underserved. For example; planning agencies may consider current 
.utilization data as one relevant indicator in meeting this goal. 
However, planning agencies cannot assume that the :nedically underserved 
utilize health services and facilities to the full extent of their need. 
Accortlingly, demographic and~i~I~ai'iacors of need (e.g., population 
projections by age, sex, income and educational levels; mortality by 
age and selected cause; fetal, neonat:al, perinatal and infant: deaths; 
average length of stay; fertility races; corbidity data), where available, 
.must be broken doi."Il by race and analyzed to project the needs of the 
medically underserved. Specifically, on the basis of such infor:nation 

,dl\and other infor:nation that a planning agency cay consider relevant, . ~u 

~he agency must determine ~i:h regard to the medically underserved: ~-~ 4i~~ 
l) health status vis-a-vis the rest of the population; .;2) appropriate ;"\ .:..,~-? i( 
target ratii:-• population to facilities or services (e.g., beds/ _...,., .,.ll.i:V.;10i 

-~housand); ~ad 3) specific kinds 'of services and fae' "-:,•.~..chat ;;.IP ~ 
are cost needed by the medically underserved population. =~s 

* Projected need for facilities and services by the medically underserved, 
as set forth in the plan, muse at lease approxiiaate the proportion of 
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medically underserved persons in the area. Note, however, that projected 
need may be greater if the medically underserved· are at· higher risk for 
particular healtll 'probler.is. ~leet,i;ig the :.1ei:;ds of ni~h :-is~ populations., 
oust be considered a top pri0rity in planning, ana s2ecific steps co 
address the needs of high risk populations must be set iorch as a_dis_~_~nct 
plan to ensure provision of appropriate··cai:'e. 

* Section 1513(b)(l) of the Planning Act mandates the types of data ;hat 
planning agencies must, asse □ ble and analyze in the perjor:aance of their 
health planning and resource develop□ ent functions, including plan 
developaent. To adequately address the needs of the medically unaerserved, 
planning agencies oust asse□ ble and analyz_e ~t.i!lg. data accordin,; to 
race, sex, income, age, handicap status, and ciec1wa of reimbursement. 
Today, the vast majority of planning agency patient-origin studies do 
not include race or method of pay,:ient characteristics. The mandatory 
collection of such data is critical if the health needs and access 
probleos confronted by the medically underserved are to be accurately 
identified. 

* Congress has aandated, through the 197!:I amendments to §151J(b)(2,) and 
H524(c)(2)(A) of the Planning Ac·t, that the Health Systems Plan lHSP) 
and State Health Plan (SiiP) "state the extent to 1-1ilich existing nealtn 
care facilities are in need of modernizat'ion, conversion to otner uses, 
or closure and the extent to which ne1-1 health care facilities need to 
be constructed or acquired." The collection .and apalysis of this 
additio.nal data will serve as an important tool in making those deter
minations in a manner consistent with the needs of the aeaically under
served. Further, in making those determinations, planning agencies wust 
consider the accessibility as well as the availability oi facilities and 
services to the medically underserved population. In plan develop □ent, 

currently existing or proposed facilities should be judged by,. aoong 
other crite=ia, their current or potential contribution in meeting the 
needs of the medically underserved, including the accessibility of the 
facility or service to this population. 

* Finally, in, co □ piling information on the status of the area's health 
care delivery system.an~ the use of that system, the plan should be 
cognizant of and fully ·consider the performance of Hill-Burton facilities 
in meeting their obligations for free and below cost care and coamunity 
service. Although planning agencies should not determine compliance 
themselves, noncompliance or a pending investigation should b~ considerea 
in plan development. 

B. OCR's Colll!:lents re: Guidelines For Reviews (p. b) 

As mentioned above, the recent amenament to ~1532(c) (6)(~} of the Planning 
nCt (criteria for review oi pr.oposea health system changes) and the 
amenamc,it to ; .:,_ (g)(3) (appropriateness reviews) places ., signif.i..::ant 
adaitional responsibility upon planning agencies to assure that new anc, 
existing se~vices and facilities are accessible to filedically unaerserv~a 
populations. The lengthy and explicit legislative history in both Lhe 
Senate and the House, set forth below, @akes clear the need for specific 
guidelines to implement the new and important review criteria: 

https://system.an
https://probler.is
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"The denial of access to 101,;-incorJe :ind minority. persons has 
been a focus of increasing concern co the coc1:Jittee. The 
extent of this ;,roble:: has 9een doc'-!r.1entcd J;i a report oi the 
Congressional BuCget Ofiicc ""an:i in cesti:iony-·t;-om the Geor.5ia 
Legal Services Corp. !,hile health care costs h'!\"e continued 
to rise at an alarming race, there has been a simultaneous 
recognition tha" many individuals still do not have access 
to basic health care. In many co~raunicies according to cesci
mony received, women are compelled co agree co sterilization 
procedures before providers are willing to provide other 
treatment. In cany other co!!launities, such basic services as 
obstetric and gynecological services are sioply unavailable 
under any circumstances. 

Congress established as one of the functions of the health 
systems agency co increase the accessibility of health 
services. Certificate of need and section 1122 rev_iew are 
therefore to be conducted on the basis of the general need 
in the communitv for the .health service to be provided. 
The person orooosing a oarticular service, however, mav by 
policv or practice exclude significant nortions of the 
consumer co::ununitv fro!!l access to the facilicv. The need 
for the health services should therefore only be considered 
in light of the pooulacion which cay be ultimatelv served 
by the facility." [S. Rep. Xo. 96-96, 96th Congress, 1st 
S_ess. 79 ( 1979), emphasis added. J 

"··• the committee endorses the Department's efforts to re
quire health planning agencies thr-0ugh their project review 
authority to focus on issues of access co facilities and co 
address specificallv the contribution -o~ the project in -
meeting the needs of minorities, women, and handicapped 
individuals in the health service area." [Id. at 70, emphasis 
added.] 

"••• the planning agency should consider whether or not 
health services will be available to all of the residents 
of an area in need of such services. The Committee included 
this criterion because it received disturbing testimony that 
the services of numerous health care institutions are not 
accessible to some racial and lower income groups. The 
Committee notes ::hat such alleged ·discrimination or selecti.ve 
admissions is in violation of title VI. of the Civil Rights 
Act for institutions which have received Federal construction 
support under titles VI, or :,VI of the Public Health Service 
Act such policies or actions do not comply with assurances 
made by the institution that the facility will be available 
to all persons residing or employed in the areas served by 
the facili• ', -.nd potentially do not cocply with assurances 
cade by tue institution that a reasonable volU:Je of services 
will be made available to persons who are unable to pay for 
them. This criterion expresses the Committee's belief that 
one of the orimarv ourooses of the olannin~ orogram is co 
increase and imorove access co health care services . .!.E. 

https://selecti.ve
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reauires the SS.!. co be cosniza~: of and thorou£hlv considi=r 
all circc=3ta~c~s, i~clccii~~ :tcs~ ci:2ci aoov~, whi~h oosa 
barriers to aCC:ss to nea!tr. ca~e services or facilities 
in tne area, 1::i iciple;aenting this critei::ion, though, the 
Coo::iittee does not intend·or expect an HS~ to carry out 
HE~'s enforce~ent or compliance r~sponsibilities under 
title VI of the Civil iU6hts Act or titles VI and :tvr of 
the Public Health Service Act." [H.R. Rep. No. 96-190, 96th 
Congress 1st Sess. 73 (1979) emphasis added.] 

If planning agencies are to consider and be cognizant of these access 
problems in performing their review functions, significant changes in 
the !IRA draft guidelines are necessary. Our suggestion for guidelines 
sufficient to oeet this clear Congressional mandate follow: 

* Specific guidance oust be given to assure that these new criteria are 
fully considered in the review process. To assist planning agencies 
in achieving this :i;oal, examples of accessibility and inaccessibility 
must be set forth in the guidelines. Relevant inquiries would include 
the following: does a significant portion of the ;aedically underserved 
population participate in federally funded third party reimbursement 
programs such as Hedicaid and Medicare? Does the applicant participate 
in those programs? Do staff physicians with admitting privileges admit 
Medicare and :-!edicaid patients? Does the applicant facility offer 
alternative access routes such as clinic or eciergency room physician 
referral and aibission? Was the applic;mt facili·ty or a portion thereof 
constrtlcted with Hill-Burton funds? If so, has it co□ plied with its 
requireLJents to provide free and below cost care-t Has it co □ plied with 
its co=unity service assurance? (See H.R. Rep. No. 96-190, 96th 
Congre~s, 1st Session re: the HealthPlanning and Resource Developcent 
Act Amendments of 197~.) 

* If an application for a new facility or service or for a reduction 
in services is oade by a facility that is detemined under the above 
criteria to be inaccessible to the ;aedically underserved population 
in the area, or is likely to be inaccessible in the future (e.g., 
hospital relocation or reductions), planning agencies ;ausc require 
that the applicant set forth affirmative seeps (consistent with 
§152l(aJ{~as amended) to guarantee accessibility. 

* To facilitate adequate planning agency review of the "access criteria" 
planning agencies must require applicants to submit the following 
information with the application: 

l. The cocposi tion of the population of the appl•icant' s 
actual or potential service area by race, income, sex, 
age, '•- !ic'~.;:,, and method of ;:o.yment. The term "actual 
ser,~ce area" ciust include not only .those areas from 
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which the facility deriv•?s the r.iajority of its patients 
but .iusc include ar:as fro::i which the facility :,ot!lC: 
derive patients if, in fact, it were accessible co the 
medically underserved. 

2. Current patient data (inratient, outpatient, and er.iergency 
roo:n) by zip code, race, se:-:, age, handicav, and method 
of payuenc. This data must further be broK.en down into 
separate service co □ ponencs (i.e., pediatrics, intensive 
care, etc.) by number of patient days and types of ser
vices rendered. 

3. Data must be supplied on the linguistic composition of 
the service area. Where a group of limited English
speaking persons comprises 100 persons or S percent of 
the service area, data on bilingual staff by service 
(i.e., emergency room, social service) must be supplied. 

4. Where data supplied by the applicant reveals a discrepancy 
between the nu□ ber of ::iedically underse_D1!~.cl.:;i.n_c_f:ie_p;!tie!)t 
population ana the service area, the applicant must sub□ it 

speciric afrirmative steps chat it intends to cake to make 
its current·and proposed facility accessible to the medi
cally underserved popul.ation. 

* Similar information muse be gathered and analyzed in per{orming 
appropriateness reviews. 

* Planning agencies must additionally determine any adverse impact 
that the proposed facility or service may have upon the medically 
underserved and cake steps to alleviate Such impact prior to giving 
a favorable recommendation or actual approval. 

III. Conclusion 

I believe that HR.A guidelines incorporating the substance of the coaments 
set forth above are essential to adequately implement the ci;il rights
related provisions of the Health Planning Act. The HRA guidelines as 
currently proposed are, in my view, insufficient to enable health planning 
agencies to fulfill obligations with respect co ensuring access for 
medically underserved populations. i would appreciate if you would 
consider these changes. Unless substantial modifications are made in 
the guidelines, I am inclined to recor.imend, as the head of OPRA, that 
OCR non-concur in the issuance of the guidelines. 

If you have any questions, 
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DEl'Al~TMENT 01" IIEAL"rH, !:DUC/\TION, /IND \VELFAf?E 
TIIC (Jl='I JCI: OF Tl IC m:cuc·r A(lY 

\'/1\:0IUUG'I' ::ir,, D.C.. 20ZOI 

THE GENERAL COUNSl!L 
"AUG ~ 1978. 

TO: Addressees Below / 

FROM: Peter Libassi \~\J.-i~'\.~~• 
SUBJECT: Decisions Made at the July 25 Meeting 

with the Under Secretary 

I thought that it might be helpful to· circulate a summary 
of decisions made at the July 25 meeting on the Hil,1-
Burton regulations and on civil rights/health planning 
issues. 

Hill-Burton 

·l. Nondisc:::-imination. Prohibit discrimination based on 
race, color, national origin, sex, handicap, creed, or 
other ground unrelated to medical need or availability of 
services. Approved. 

2. Admissions limitations. Prohibit administrative poli
cies which have the effect of excluding persons unable to 
pay or categories of persons residing in the area served. 
Do not explicitly prohibit admission deposits or private 
physician eferral rules. Approved, with instructions to 
make clear, with illustrations in the preamble, that these 
policies must be .changed if they have an exclusionary effect. 

3. Reasonable volume oresumotive compliance. Delete open 
door option. Aporoved. Adjust 10¾ standard to account for 
inflation. Approved. 

4. Reasonable cost v. usual chnrge. Adopt-r~asonable cost 
or 75% of usual charge as standard. Approved in conceot, 
b1.1t with i--tr1.1ctions to use same method ap.d terminology 
used by ;;_FA ("allowable cost"). 
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5. Allocntion of uncomnensated services. Require a first
come-first-served allocation on a quarterly· basis unles·s an 
alternative plan is published and submitted to the HSA for 
review and comment. Indicate in NPRM alternati~e approaches. 
Approve the recommended alternative, with instructions to 
require any alternative plan to follow certain characterts
tics (to be worked out). Also, disaoprove publishing alter
native approaches in the regulation. 

6. Eligibility for free care. Use a national income stan
-dard based on CSA poverty line, but g·ive facilities the op
tion to annual·ize quarterly income to prevent unfair treatment 
of the recently unemployed. Approved. 

7. Nature of availabilitv. Require provision of individual 
notice to each prospective patient. Approved. Require 
prior determination on request, but credit services if de
termination is made subsequently after a patient request. 
Approved. 

forward 
8. Enforcement. Require carrying/of any urnrnet obligation 
since 1972. Waiver for financial need by HM Administrator. 
Approve prospectively, but with instructions to prepare a 
paper on feasibility of applying sanctions retroactively to 
1972. 

Title VI 

1. Early warning. Provide for a pre-construction review 
system under which OCR .get; early warning of proposed con
struction. Approved. 

2. 1122 and certificate of need applications. Require DPA 
to deny or postpone actiori where HEW has terminated funds 
under Title VI or has issued a Notice of Hearing and a de
ferral. Approved. Require DPA to consider any OCR letter 
of findings in evaluating applications. Approved. 

3. Deferral. After an OCR deferral, HCFA should withhold 
iledicare/Medicaid capital expenditure related reimbursements 
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which are claimed for the first time subsequent to the de
ferral. Approved, subject to legal memo from OGC re: 
scope of activity. 

4. Title VI/Title XV. Failure of DPA to apply minority 
access criteria under Title XV would violate Title VI, 
.!!£!: considered. 

Title XV 

.BQ!: considered. 
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.1uly 21, 1973 CFf"ICC c; i'H:'.: 
C:r!l[itt..L C~~:iSLL 

T~c UnC.~::: r:.,._,... ...-i•.J..c--ry 

Thrc-ug:'l: L~ 

S1.::~.JEC'!·: .=:.~-:_.en t~i1r;e~: T: t J.~ XV: P:!S _!._ct, to P::-oviC.e for 
Equalit~ a= ~=ccss ~o E~alt~ Se~vic~s 
- DECISION ~-:~=·~0?-7~;~t:Yi 

r:e have ne~ wi :.:l !~RA t:r:d OC~ t.o c!isc:1s~ ;::-~2.ns by ~-!hic:l 
Title XV a:= t;°;£: ?~bli~ =:ealt:1 SG::.-vice .:..~-:. may serv,:: as a 
r.:eans to i:ic::-ease access to healt;"': se=·..-icr:s :t,y winc:::-ities, 
inn:r c.: t·\," :!:'S:S id.e:1ts ;::id. ru~al !:'o=.iula.-=.:.c::s to whom th~o.se 
se=vic.z:s •'a::e ::ot ;:o:-; available. - i:-,e Zol!ot-:i!"lS" is, fir.st, 2 

SU!:"ciic.ry c= t::le e.ct.icns t.~at hc:.v~ hee:i tc:.:~e:i by ~-?~~- to aCC::-ess 
this ?roble~ ~~d, s~ccnd, reco~~~nCat~o~s fo:: additional 
actions •,:~ich I br.:?lic·✓ e should be taken ::c= that purpose. 

I. Actions !:ly E?..P.. to Date 

The secc::c set of Nation,!l Guidcli:rns fo:?:" Health Planni!lg, 
now i::1 craft for~, to be issued \L~ce:?:" section 1501 state as 
a goal that 

"Every person sho~1ld have access to 
ernergc:1cy and prima=y health care 
services and to ap?ropriate specialized, 
long-te~w and rehabilitative services 
at~a reasonable cost," 

and that 

"all health scrv::.ccs :nust b!:? provided 
on a non-disc=i1Ji~ato~v ~asis t~at 
assures access to auallt~ ~ealth care 
for 'llinorities anc.the handicapped." 

HSAs arc =equired to give "i!??:"opri.::.-:.e cc::1siC.i'.?ration 11 to the 
national health pl.::nning gcals in the develo?ment bf their 

https://SU!:"ciic.ry
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J.ocaJ. !"!e~l ::h ?.:.-ms. ·r~e ci:::a rt disct:sa:io:1 o.:: the goals states 
in part: 

" ... access to h0~lth cz=e c~~~ot be 
disc=e~ic~~=Y ~nd sp0cial at~ru~tion 
must !).:; give:1 t.:> ~he ::v?.Cic2lJ.~" 1.l.~Ce:-
serveC.. Local ?lt!:1?~i:1s 2siZ:1ci~s and 
h<;>s~i t.~~s. £"~c~ld b0co?~ 2.1.-.?~~e cf the 
civ.1.l rignts 1ssc.es t.-.i!t a.::zc!:-= access 
and take app~o?riate re~etial actions. 
State agencies si":cttld also tc:1}:e: a.=fir:na
tive steps to asscre tha~ tsal~?1 cz=e 
se=vices 2.r~ avnilahlc en a no~-disc=irni
natory !:>asis. 11 

E8th RS..:\ is !"r?::-u.!::-eC to have a gove::-:1i:1g :>ody a ml:.jo:::-ity of 
whic:l is co~~-;:-.ised of c::;nst:...-:?c:.-s ,-:ho 2.:-~ 

11 b::ca.C.ly :-c?::-csc:1t~
tive O o:: t=-:e a,;arious e le~e:1-:s 0:: t~e co::;.."7.uni ty.. Rec;ulations 
have been prc;;osed ;..:f:ic!1 a.=e Ccsiq:-:eC -=o 2.ssure thz.'!: all 
segme:-i-=s o:: t!-.: co~'7it!!lity c.:..~clt!di:1s- ::iinc_::-ities anci the pee~) 
ar~ c:.Ce~uatel::1 ==;,=ese:-:~ed c;i the! sc·\"e:::ii:is; boC::;. No:1-n~tro
poli tan =esiC.-e::ts a=~ ~!:q~.::.ret by t~e stc.t~te to have re;,re
sentaticn "aquc.l to" their prcportion o= t:lc po;,ulat.:..on. 

E~~ has issu-:C ;uiC.elir:es to assis·t HSAs anG St.c.te Eealt:'l 
Planning a!ld Devalo?~C~~ Aqe~cics {SE?DAs) in dc~eloping 
tkeir plans. ~o s?eci::ic ~=ovi~!ons are i~clu~ed which deal 
with ::1i!'lcri:ties or in:1e= ci-=y c= ~"..!=a~ ::esiCe:1t.s. 

Each set of regulations dealing with t:le :-eview of i:1dividual 
services or providers (ce=tifica~e o= ;ieeC, ap?ropriateness 
of e=-:isting sar·-~ices, revit:w of p=o;:oseC ~ses of Federal 
funds) will re:;:uire that in ?erfoi-::.i.:.:1g those reviews, HSAs 
and SE?DAs must consider (a~ong othe=·c=iteria) the contri
butions of the service in "meeting the health related needs 
of minorities, women, and handica?ped individuals" in the 
a::~a serv-=:-::. 

II. Recor.1:nended Additional -Actions 

HR,, and OCR af=ee that it is one of t~e statutorv resnonsi
bilities 0£ HS;'!..s and SHPDAs to i:1crease t=:e acce;s of.. under
served ?Cpulations tp health services. (Sections 1502(1) 
and 1513 (al (2)). They are also in ag::cc;;:c:1t on the basic 
poljcies which should be follo~•.'ed bv the Dcozrt~cnt in 
assisting HSAs and SH?D.:-,s in carrying out t!-lat responsibility. 

https://po;,ulat.:..on
https://b::ca.C.ly
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They o~.sc:grce i:i so1;ic rcspc!:ts as to tho f:or::1nl means -£or 
~utting that policy iz:to e!~oct. 

!~c~U;•r;~;f~~ ~;~i!~~:1E~!. ~~e c!~tft~:~::1~::t~!~c i~::m:~;~;-
p1:ic.:.t.t.:-:1ess ttJ:'7:e::-:ninaticr.s) , ;:5_:;_s C-l"'"!C! S!~?!::~s must consiCe::
whether t:1c needs o: ni::,o:-it::cs a..,ci t.:1e hcnC.ica::-:,ed ho:.~...·£: 

been ta~::en i:1 to c.cco~:it. =y t!1e ~ro?c::e:-:-t of the- ~:-:?G:1di -:1.:.:.-e 
and v::leth•.:::- 2nC hew the ~=·=:?(::1Ci ture aC\tances the o'!)jcc-tiv'= 
of Ti1cet.i::,g t;;e.::;c needs. 0£ con!·se, ct:1-~:: heal t:-1 pl.:1;!:1i:ig 

crite=ia ~~s~ a!so be ta~e~ i::to accc~nt, and final decisions 
will ;;ct n•2cessa:.-.::.ly sat.i3=Y i:t.::..:10:..·.'!. t::: ::c-;:Gs ~-:~·-·=·--, o'!·½o"!"" 

consi.Ce1·a.-:ic:1s Oi:'!-:·,;eic;:l t:l~se :1ce:':s i:1 2. ;,2.:.--':.i=ul2.= case. 
The DeE=z.rt:::0:1t ~as al=-ec.Gy isseed ~·i??..:-:s ~..·:li ch i:ico:-po::ate 
t~is ?Olicy. ?inal re;ula~~c~s will ~e !ssue5 a~te= cc~
sid~.:-ation a:: ?t:blic cc::-_-:-.e::=s. CC~ ·a:1C OGC ~-.·::.11 revie·.-.; tb~ 
regulatio:-is 2...!1C :..--_eccrr~e:;1C c::.c:.:1;;:2s· i= :1ece:zsa=-1, to assu:::e 
that· t:ley sc-c.i5::Ectc=ily :.--e="lect ':his policy. oc::;_ and ;::.;;,. 
are else i.:1 agree~e:it that pol~c::,· t:u::.::e:J.i:ies shoulC be i.ss~eC! 
by Fl?..:"\ ·.-:hic:1 aC-..tise ::s;~s 2.:1C. Si:?D.;s !"!dw • their obli_gc~tic:i.:: 
unde= these ::-e,1uireme:its :nay be sa.tis£ieC. 

_OCR a~d F.?~ a:-c ~at in ag:.--ee~e~t en t~a ?=cper ccursc c£ 
"'action with res?ect to ESA 2..:d state :l~alt:i plans. Presc:rtly, 
the DE:,?c?.r~:nent has no rei;ula::ic~s go·ve=:"!ir:g t:1e co:itent of 
these plans, a~d OCR belie,es su=h ~=~ul~~ions sho~ld be 
issued. ER..~, en t:le ot:ler hcnC:, would p:.-efer to issue policy 
guiCelines which ,~iculd aCvise F.SAs ;i_~c s::PD.~.s on :nethcC.s by 
which mino=ity neeCs nay be consiCe~=~ i~ the Cevclo?ne~t of 
health pla.,s, but ~oulC not be le~all? e~fo=ceable as would 
regulations. !J?.-~ b-=-2_i_e_:-~~;:.:c_;:..b~. "5t1:-==-~~:::.._~~=~~ 
Departme:it over the·ne:-:.t 12-1.B IT-on-t:is is to co:1cen"1::::-at:e o:i 
Specific proJ~-r-eV'i"i:t•.' cec;.s1a:1s (~_c,., c_~rti:TCa~~n"eeC) 
arld to help·-r.;,As ana SH?b;...s g=-adually develop satis.t:actory 
overall heal t::i plans by building 0:1 these indivicual decisions. 

·HRi\ believes it can achieve substantial ~ove:::ient by inducing 
voluntary acticn throus-h guidelines, and that it would issue 
mandatory regulations after the 12-18 month period if fhat 
proves necessary. 

~TT!i~~pC t~at lL~~u~roach be tc5teG. It is noted that 
HR.:\ will sub~i~ 'the gu:icielines to CCR ,me OGC for review -
under an agrecci-upon tir.ie limit of seven days. 

It is anticipatec that the health ;;,la:1 guidelines issued by 
HP.A will be s;;,cci.:ic enough, net cnly to incuce voluntary 
co::ipl.i:ance, but also to be 0£ some assistance in orivate 

https://al=-ec.Gy
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DEPARTMEIH OF Ht:IJ..TH, CDUCATIGN. AND WELFARE 

June 27, 1978 OF=FJCE OF THE 
GENEfl.\l C::>!J?•S£L 

MEMORANDt;:,: 

TO: See Below 

FROM: Steven J. Cole )j_._f· ('µ_..__ 

SUBJECT: OCR/HRA/OGC 1-leeting 
Civil Rights; Hill-Burton 

Attached is a discussion outline which Hr. Libassi 
asked me to prepare and dfstribute to you for the upcomir,g 
meeting. The outline co·,ers three s~pa_rate areas: (1) co
ordination of Title VI er,forcement with health planning regu
latory activity {£:..5.:... 1122 or certificate of need reviews); 
(2) Title ~V health planning .criteria; and {3) the f~ee care 
and community service regulations. It did not appear to me 
that the Title XV issues are generating·significant contro
-versy, a~d therefore they should probably receive the least 
attention at the meeting. 

You will note that the paper includes a specific 
Title VI proposal, as well as specific recommendations on 
the free care and community service regulations. These have 
not yet been reviewed by Mr. Libassi. 

_ __j_ 
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DISCUSSION OUTLPNE 

Civil Riqhts/liealth Planning/Hill Burton Regulations 

I. - Title VI Obligations 

A. Issue: How can we best coordinate civil rights 
·enforcement under Title VI of the Civil Rights 
Act and section 504 with the health planning 
process? 

B. Objectives: 

Health care facilities desiring to expand, relocate 
or make major capital improvements should be r-equired 
to assure that such capital expenditures will not 
create discrimination against racial minorities 
and the handicapped in access to needed health 
services, and that they will not perpetuate 
or expand existing discrimination or make its 
eradication more difficult. The certificate of need 
and section 1122 review process provides an excellent 
opportunity for the Department to revie~major health 
care facility expansion, relocation, or acquisition 
for civil rights considerations at a much earlier stage 
than was previou6ly possible. At the same time, absent 
coordination between HRA and OCR, and between OCR and 
local planning bodies, the health planning process also 
creates the possibility of duplication of effort and 
seemingly inconsistent decisions. 

The· objectives which ought to be satisfied by any 
coordination scheme intlude the following: 

1. avoid inconsistent decisions; 

2. increase the opportunities to obtain civil rights 
compliance before a major new facility or.expansion 
is underway~or completed,. This would increase the 
Department's leverage in negotiations, as well 
as the facilities' flexibility in modi~yir.g plans to 
suit Title VI and 504 concerns; 

3. maximize incentives for OCR to resolve issues 
promptly and for. facilities to comply with civil 
rights laws voluntarily; 
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4. al locate OCR and !!SJ\/DPA rr~sources and burdens 
efficiently and consistent with broader concerns 
under the Title XV pl~nning process; 

5. ~aximize the availability and shJring of 
necessary information. 

C. Proposal 

! 
1. OCR should establish a pre-construction review 

program under Ti~le VI and section 504 along the 
foll Qw ing 1 ines :. 

o A facility applying for a certificate of need 
or section 1122 approval, or submitting a 
letter of intent to plan a construction 
project as required by section 1532(b)(ll)

[ of the PHS act, must notify OCR that such an 
application or letter of intent has been filed 
by simultaneously filing with OCR a copy o[ the 
entire application or letter (or relevant 
portions)_ in the following cases: 

a. constrtuction of a sat.ellite facility 

b. relocation of a facility 

c. capital expenditure greater than $500,000 
(or $1,000,000) 

d. establishment• of an outpatient clinic. 

o OCR will initiate a civil rights review of the 
facility and its expansion plans, at OCR's 
discretion. We might wish to compel a review 
at the facility's option. 

o OCR Titl~ VI review underway: The HS.;'/DPA 
review under section 1122 or a certificate of 
need program would proceed as usual so long 
as OCR has not found a compliance issue. 
However, no approval should be granted until 
OCR notifies th~ HSA/DPA that the facility is 
in compliance, or the usual maximum review 
period has e>:pired ( 90 days after submission 
of a c~rtificate of need application, or 
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~0-90 days after an 1122 application). A 
certificate filay be denied and an 1122 
a~plication denied, at any time, if Title XV 
criteria so warrant. 

O'l 

o OCR issues letter of findinqs: If, prior to 
HSA/DPA approval, OCR issues a letterfof 
findings with respect to a facility, further 
action on the application for certificate of 
need or 1122 aooroval must be deferred for 
9~ days to giv~·ocR and the facility an 
opportunity" to negotiate compliance. (OCR 
must notify the HSA of the findings.) If the 
Title VI issues are resolved within the 90 
days, tlie HSA/DPA may resume consideta·tion 
of the application. If OCR makes no determi
nation in the 90 days, the HSA/DPA review may 
continue, but the findings issued by OCR 
should be taken into consideration under the 
1122 or certificate pf need criteria. 

o OCR issues notice of hearinq/deferral: 
Consideration of the certificate of need 
and 1122 applicati-on should continue 
to be deferred: (OCR notifies HSA/DPA 
of the notice.) 

o OCR terminates funds: The certificate of 
need or 1122 application should be denied. 
(OCR notifies IISA/DPA of .the terminatio'n.) 

0 Title VI non-cornoliance cured: Facility may 
reapply for certificate of need or 1122 
approval and HSA/DPA may review and determine 
the application. 

2. Routine OCR compliance reviews and investigations o 
complaints should also be coordinated with plannin~ 
process. -HSA/DPJl:obligations would parallel the 
procedures for pre-construction reviews: 

o Investigation pending -- no planning delay beyc~= 
usual time limits (but see problem noted below). 

o Letter of findings issued -- planning decision 
delayed for 90 days. If no OCR decision, planr.i~ 
review proceeds. • 

t ' 
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o Notice of Bearing/deferral planning decision 
deferred pending resolution. 

o Termination -- application for 1122 or certifical 
of need approval denied. 

o Comeliance achieved -- new application for 
1122 or certificate of need approval may 
be filed and reviewed. 

These procedures raise the following practical 
problems: 

o Under 1122, a facility can give the HSA/DPA 
as little ~s 60 days notice prior to 
obligation of funds. OCR will not be able 
to complete an initial investigation, issue a 
letter of findings, proceed to hearing andr render a decision i~ such a short period of 
time, however, yet def~rral of 1122 action 
beyond 60 days could make subsequent dis
approval inoperative. One w~y to cure this 
problem would be to reguire, under Title VI 
authority, an automatic denial subject to 
reapplication whire funds will be obligated 
prior to a timely OCR decision. 

o The proposal might be burdensome to OCR, 
since it would reguire review of. some con
struction projects where there is no likeli
hood'of discrimination (e.g. no minorities in 
the area). One way to solve this is to ado?tr 

I 
the approach likely to be recommended by GAO, 
namely to have the HSA screen applications 
(which they will do anyway under Title XV) and 
refer significant problem cases to OCR for 
review. 

o The pres~nt 90 day certificate of need review 
period may need to be lengthened where OCR n~eds, 
somewhat more time for its initial investigation. 
The period will need to be lengthened once a 
notice of findings is issued. 

t o If a facility loses its Federal funds under 
Titte VI, this procedure would nonetheless 
reguire a certificate of need denial because 
the certificate of need review uses Federal 
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funds even though the facility does not. Thus, 
because of a Title XV finding, "TitleoVI would 
continue to reach facilities not directly subject 
to Title VI. 

D. rmolementation Steos 

1. OCR Title VI regulations or guidelines 
establishing pre-construction review program 
and setting forth HSA/DPA obligations to 
defer or deny applications, as appropriate, 
in connection with pending investgation~. 

2. OCR Title,VI regulations or guidelines 
establishing criteria for judging facility 
expansion or relocation plans. 

3. Developw.ent of Title VI assurance form for use 
with 1122 or certificate of need applications. 
The form would advise the HSA/DPA that OCR 
was notified of the application a~d the Htatus 
of the OCR review (COIT\pleted, no problem; 
pending; letter of ~indings; hearing notice; 
termination) . 

4. Development of appropriate data for 1122, 
certificat_e of need applications to coo.rdinate 
Title XV review needs with Title VI investigation 
needs. 
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II. Title XV Health Planninq ncqulations 

A. Issue: How mav the Depart~ent assure that the 
soecial needs of minori~ies 1 women, and the handicapped 
are adequately taken account of in state health planning 
deci'sions? 

B. Discussion: Title XV of the PHS Act orovides a 
unique o~portunity for th~ Department to intluence health 
planning priorities so that the needs o~ minorities for 
quality health care are mpre adequately addressed, without 
interje:ting the Department into individual decisi9ns. As 
the Public Health Division of OGC has previously ad.vised, 
numerous vehicles for promoting better access to care by 
minorities exist under the Act. They include: 

l. Establishment by HEW of national guidelines and 
goals for the delivery of health care which must be used 
by federally funded planning agencies in developing health 
systams and state health plans. 

2. Issuance of specific access criteria for use in 
preparat~on of health system and ~tate health plans, which 
in turn are utHized in HSA/DPA regulatory review functions. 

3. Issuance of specific access criteria for HSA/DPA 
reviews of: capital eipenditures under certificate of nee~ 
and 1122 programs; the appropriateness of existing or pro
posed new institutional services; and the use of certain 
federal grant funds. 

4. Issuance of access criteria for development of 
state medical facilities plans. 

Under these authorities, HEW may refuse to offer, or 
terminate, federal tunding o~ agreements to the extent the 
federal criteria are bot used. Thus, HEW can ensure that 
heal th plans retlect applicable te"deral access er i ter ia, 
that HSA/DPA criteria used to perform regulatory reviews 
reflect tederal criteria, that in administering the regu
latory programs the state and federal criteria are actually 
utilized, and that state medical facility plans reflect 
the criteria. (Individual HSA/DPA review decisions are 
not subject to tederal review or reversal for failure to 
utilize access criteria, although liEW may deny a Title XVI 
application for construction or modernization tunding if 
the facility's proposal does not conform to the state 
medical Facilities plan). 
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C. Prooosal 
) 

1. NPRMs and final Title XV regulations should be 
drafted-or revised by joint HRA/OCR/OGC/H and CR work 
groups. 

Note: At the present time, published NPRHs are out
statiding on (1) the review of federal funds (May 9, 1973); 
(2) appropriateness reviews (May 16, 1978); and (3) certi
ficate of need reviews (March 17, May 16, 1978). These 
NPRMs include broad language pertaining to access by wooen, 
minorities and the handicapped. 

Drafts of the following NP~Ms are in va~ious stages 
of preparation: {l) second set of national guidelines; 
(2) criteria for state medical fa~ility plans; and 
(3) section 1122 reviews. 

2. ~CU recommends possible amendment to final criteria 
for health system and state health plans. Those regulations 
should be amended. 

3. Guidelines instructing HSAs/DPAs in the use of 
access criteria in all p~anning bnd regulatory functions 
should be prepared by HRA and OCR. 

4. A separate document should be published and made 
widely available setting forth all applicable criteria and 
procedures relevant to access b.y minorities, etc., to heal th 
care in connection with the health planning process. 

5. HRA/OCR/OGC {Hand CR) should develop the data 
need~d to be included in certificate of need and 1122 
applications to assist HSAs/DPAs in applying access criteria 
and to assist OCR in i~s pre-construct1on review program. 

• 
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lll. IIL Burton ·HcqulaLi.ons 

A. Issues: too numerous to summarize in one sentence. 
As a general rantter, however, it is fair to say 
that the controversy generated by the OCR and 
HRA drafts center around charges that current 
administration of the program by the States and 
HEW has not provided an adequate framework to 
expand the availability of free hospital care to 
poor people beyond that which would otherwise be 
provided without Hill-Burton and that even within 
the current fracc~ork non-compliance is common 
place. Public interest groups believe that, 
except for adoption of uniform, objective 
eligibility standards, HRA's draft does little to 
improve the program. 

B. Summarv: The controversy centers around these 
areas: (1) anti-discrimination provisions; 
(2) accessibility of.services due to admissions 
limitations; (3t allocation methods (if any) for 
distributing limited free care to eligible 
individuals; (4) scope of the "reasonable volume" 
burden; (5) eligibility leve~s; (6) r·eporting and 
monitorihg proc~dures; an~ (7) enforcement and 
sanct.ions. 

Below I outline the key issues in each area, disclose HRA's 
and OCR's position to date, if any, and give my recommenda~ion 
(where I have one). You already have my longer memo which 
you sent to -tpe Under Secretary, and ~hich discusses some of 
t~ese issues in more detail. 

1. Anti-discrimination 

Should the PHS regulations bar discrimination based 
on race, sex'-;-handicap, or source of payment? 
HRA is silent. OCR includes such a provision (but 
refers race and handicap complaints to OCR for 
enforcement). OCR also inc~udes a performance 
standard under which a hospital is out of compliance 
if it does not (within 10%) serve minorities in 
the proportion to their share of the area population. 

I recommend that the OCR anti-discrimination 
prohibitions be included, with Title VI and 504 
referrals to OCR. Some discrimination is not covered 
by Title VI or 504; some facilities do not ?resently 
use Federal Cunds to subject them to Title VI; 
data collection and monitoring would be efficient 
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if discrimination-rel~ted data is reported to URA with 
all other relevant data; and private.litigants may be 
assisted by thQ statutory right of action to 
enforce the Hill-Burton requirements. I recommend 
~ainst OCR's performance standard, although 
it might be useful if used as a trigger for further 
investigation. 

2. Admissions limitations 

Practical barriers to admission include: 

o hospital rules ~imiting admission to persons 
with a referring private physician; 

o requirements for pre-admission deposits or 
advance co-payments for persons eligible for 
reduced cost care; 

o language or hearing problems inhibiting 
application for free care; 

o lack of hospital assiscance to patient in 
obtaining eligibility for Me0icaid or other 
third party coverage. 

HRA's draft does not deal with these issues. OCR's 
draft would require admission of persons without a 
referring physician; prohibit pre-admission deposit 
requirements; require multi-lingual staff and 
interpretors for the deaf; prohibit ·collection, attempts 
unless Medicaid and other insurance eligibility 
counseling and services were provided. 

All of these problems are real, but the most critical 
are "the first two, physician referral rules and pre
admission deposits. I recommend, at a minimum, prohibitir.s 
pre-admission depbsits for persons eligible for free 
or reduced cost care, and requiring hospitals using 
a referring physican policy to make other arrangements 
for persons without a physician (hospital staff; 
rotation responsibilities for those with staff privileges; 
clini~ referrals, etc)~· 

3. Allocation of free care -- 3%/10% hospitals 

There are two overriding issues here -- how should 
the limited amount of free care be distributed 
mongst po~ential eligibles? And what services 
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should be.• uvaiJable? Current policy and the l!Rl\ 
draft leave alloca~ion d~cisions totally to hospital 
discretion7 all that is required is that by the end 
of the year the hospital's total dollar obligation 
must be met:; and that servicesfor which credit is 
claimed mcet,certain regulatory provisions (e.g.-:i 
prior determination of eligibility must ha7e been 
made if credit is claimed). Also, hospitals enjoy 
complete discretion in determining which services 
they will.make available, i.e., emergency, 
outpatient or inpatient. 

The problems with this approach include the f~ct 
that no individuai has a riaht to care at any point 
in time; that the free care obrigation can be 
exhausted by emergency room treatment; that 
arbitrary selections amongst eligibles is possible; 
and that the hospital can "wait and see" whether 
more desirable patients may come through the door 
on futbre days (e.g. higher cost cases; pathologically 
intere~ting cases, etc.). 

OCR ma~es the following recommendations with which 
I generally agree: 

o require individual notice of free care entitlement 
at admission; 

o prohibit refusal to admit eligible persons 
exceptMhen free care obligation is already 
satis.fried; 

o require a mix of all hospital services to be 
made available, subject to available beds. 

These provisions in effect establish a first-come
first-served allocation scheme. I also think it 
would be desi~able t~ evaluate compliance on a 
quarterly bpsis, so patients are told to come back 
in 1 or 2 months rather than in 6 or 7 months, and 
so dumping to public hospitals is spread evenly 
throughout the year. 

Some public interest groups have suggested other 
remedies which may be worth considering, such as: 
requiring a minimum amount of free care (as opposed 
t·o 'reduced cost care); placing a dollar 1 imi t 
per patient for Hill-Burton credit (to spread care to 
as many persons as possible); limiting cr,eqit to 



634 

4 

in-patient cases (on the theory that emergency room 
care is going to be made available in any case); 
giving priority to essential medical.needs; and 
allowinq dumping to public hositals so that free 
care is more readily available to tho~e who 
can't get i~to publi; hospitals. 

4. Definition of ·"reasonable volume• 

The HRA draft esta~lishes a "presumptive compliance" 
standard under which a hospital will be found in 
compliance if it either certifies that it will 
~erve all persons~nable to pay who request 
servides, or if it provides services in an ~mount 
equal to 3%of patient r.evenues or 10% of Federal 
assistance previously received, whichever is less. 
HRA also proposes to change the definition of 
"uncompensated service" from the difference 
between "reasonable costs" (as determined under 
Medicare) and patient payment, to the difference 
between the hospital's "usual charge" and _patient 
payment. OCR would reguir~ the greater of the 
3%/10% lev2ls to be used,' would use a "reasonable 
cost" measurement, and would require the Se~retary 
to set hiqher c·omplranc;:e levels wher.e local 
conditions warranted. 

1 

There is evidence that the first option,,the so-callee 
"open door" option, has resulted in sbme hospitals 
providing little or no charity care b·iicause of 
hospital policies, referr•d to above, under wh~ch 
patients are admitted only upon referral by a private 
physician. In addition, the 10% option represents a 
reduction in "real care" in light of inflation since 
the Federal financial aid base utilized is a fixed 
item. Finally, in addition to being in conflict with 
our cost containment objectives, t'he usual charge 
basis for measurement will result in a redµction 
of actual free care under both the 3% and 
10% rules since the hospital will get more "credit• 
for each individual served. ("Reasonable cost• rates 
are approximately 75% of "usual charges".) 

I recommend the following: 

o HRA should eliminate the open-doot optlon unless 
physician refdrral practices are controlled. The 
HRA draft includes a "waiver" procedure applicable 
where ",there is insufficient need for such services 
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in the area ser~ed," Dnd this w~iver procedure 
Dppcars su[ficien~ to protect those hospitals 
where actual domand is below the 31 or l0i 
presumptive ~ompliance levels. 

o The J~tinition of "unco~pensated services" 
shou\d consider the "rcason~ble cost" rate 
and not the "usual charge." 

o The 1oi option should be raised in an amount 
which will continue in effect the current dollar 
levels of care being provided. 

o tlationi!l eligib..tlity rules should be used, 
sinde it is impracEical for the Secretarf to 
set 4000 individually determined levels. 

5. Eligibilftv criteria 

Both HRA's and OCR's draft would substitute a 
uniform Federal definition of .eligibility for the 
Federal criteria each State now uses t6 define its 
own iligibility standard. Ynder the two proposals, 
persons are eligibl~ for ~rhe C?fe if their gross 
income for t·he year preceeding nospi tal t1dmission 
is below the official poverty lin~, j.e., about 
$6500 for a family of fbur. Persbns are eligible 
for reduced care if their income is below twice the 
poverty line. 

~ J 
These leuels may be too low tQ ~e of any practical 
assistancy t.o the woe.king poor, whp are generally 
ineligible for Medicaid. The eligibility levels 
also exc,4Jde. mt1ny, of the r:cently' unemployed, many 
of whom .lo,se groµp heal th insurance coverage 
because of t~eir unemploym~nt, since eligibility is 
based on incowe earned over the preceeding year 
which is no longer available. Lastly, the ftandard 
fails to tak~ ~into account t he likelihood that pe_rsons 
seeking free or reduced caie1 often are bninsured 
and ineligi~ie for Medicaid, an5 may have exp,nded 
considecable amounts during the year for medical 
care, thus making an inflexible gross income standard 
an unfair measure of~heir true ability to P~Y• 

I recommend the following: 
r 

o Moderately increase the eligibility,level f~r 
~ free and reduced care; or per~it ~P~licants for 

f 
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free ~r reduced care to subtract from the amount 
of income taken into account in determining 
eligibility unreimbursed medical costs which are 
established by rendered bills; or do both. 

' o Eligibility should be determined by measuring 
income (and annualizing it if administratively 
convenient) over a shorter period of time) 
perhaps thr~e or six months rather than 
twelve~ in order to minimize the effect 
of a sudden loss or reductio~ of income. 

6. Reporting; Monitorinq 

The HRA and OCR drafts sharply diverge with respect 
to reporting of data to aEw for monitoring purposes. 
HRA's regulation would require conclusory aggregate 
data that would not be too helpful; OCR requires 
detailed breakdowns by type of service, race, etc. 
However, HRA's data form submission to OMS (which 
was ge~erally approved subject to issuance of 
regulations) is very close to OCR's draft, and 
this may not be a real dispute, although there 
are some areas where the Ih.~A form could be improved. 
(For example, the form does not distinguish 
between emergency and other outpatient care, nor 
does it separate free care from reduced care.) 

I recommend ~hat HRA/OCR/OGC jo,intly devise an 
acceptable form and that the regulations be amended 
to be consistent. This is an issue to which. Congress 
h~s paid special attention in the title XVI legislation. 

With respect to monitoring, HRA's draft provides for 
compliance reviews at least every five years; OCR 
provides reviews every two years. I have no 
recommendation here. 

7. Enforcement 

With respect to the community service obligation, the 
only URA "sanction" for non-compliance would be the 
establishment of an "affirmative action" plan. No 
sanction is provided; however, fqr refusal or failure 
to develop or follow such a plan. With respect to the 
free care obligation, the only real BRA-proposed 
sanctions other than adverse publicity are a request 
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to the Attorney Genera) to sue for s~ccific Der[ormance, 
and the establish~ent of a soi add-o~ to the-prcsumpti~ 
compliance imount for the next fiscal year. 

OCR's sanciions go ~eyond HRA'S proposals in that they 
would also authorize (1) withholding of Title XVI 
payments (if there are any); (2) denial of depreciation 
reimbursements under Medicare for subsidi~ed 
portions of the facility; (3) extension o[ the 
free care obligatiori; (4) a recommendation that the 
HSA or state agency withhold certificate of need 
a1.proval, and (5) i:,eguiring the l!SA and state agency 
to deny proposed uses of Federal funds under the 
PUS Act and other statutes. Further, recognizing 
the likelihood that administrative res-0lution of 
complaints will be tim~ consuming, OCR would require 
the Secretary to issue a private "right to sue" 
letter if regueste9, even if prior to the six month 
statutory exhaustion of remedies requirement. 

The proposed 50% add-on sanction may not be very 
ef[ecti~e. For example, a hospital may be better 
off by providing 150% of the free care obligation 
in two years than providing 2001 in two years aij 
would b~ required if it was in compliance. Further, 
if the ho9~ital cannot afford the 150% penalty • 
leveJ, ~t ~ay apply for waiv~r under the same HRA 
prov~sio·n's?pplicable to waivers for: presumptive 
complian~e standards in cases of complyinq facilities. 

I recommend that the following enforcement measures 
be added to HRA'S draft: 

o The 50% penalty should be changed so that the 
add-on is at least equal to the amount by which the 
facility fell short; waivers should not b~ 
granted, but where there are financial difficulties 
the penalty ~an be amortized over future years; 
the penalty should not be limited by the running 
o,f the 20 year perion. 

o A dismissal of complaints without prejudice on 
reg_uest should be provided to enable prompt -
private actions prior to expiration of six months 
where HEW knows it cannot complete an investigation
in the six month statutory period; 
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o Individuals denied care •Jespite eligibi:lity sh.ould 
be prov idea care if still needed even•a.H· the 
hospital has m~t its total compliance obligation 
and even if the hospital is denied Hill-Burton 
credit because of its failure to comply with 
the regulations. 

o Capital depreciation on Hill-Burton funded 
facilities should be withheld until there is 
full compliance~ 

Steve Cole 
June 26, 197B 

:i 
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TO :Adores~ees Below 

FROM :Peter Libus·si1 ( 
General Gciuns·el! 

SUBJECT:Decisions Ma~e at the August 4 Meeting with the Undersecretary 

As ·r did after the July 25th meeting on health/civil rights 

issues, I have prepared a summary of the decisions made when 

the Vndersecretary completed his consideration of those 

issues on August 4. 

Hill-Burton 

Issue: Enforcement. Recommendation: Require carrying forward 

of any 1unmet obligation since 1972. Decision: Approved, withi 
instructions as follows: 

1. Consistent with a legal memo prepared by OGC, 

Hill-Burton grantc~s will have a prospective obligation 

to provide the full level of free or below-cost care which 
r 

was required of them since 1972, to the extent that any 

I 
r 

portion of their obligation was unmet in any year. Since 

the obligations of "open door" facilities are not quanti

fiable, those facilities shall not be subject to the carry

over of their obligation. 

I
i 

i 
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2. If the grantees is unable to demonstrate to the 

satisfaction of the ~qrninistrator of HRA tha\ fhe obliga

ti~n· has been met, an arrangement must be established 

whereby the grantees will be required to fulfill a portion 

of the unmet obligation each year, over a reasonable period 

of time, until the full obligation has been satisfied. 

(This may result in carrying ~he total obligation beyond 

the otherwise applicable twenty-year limitation.) The 

details of the arrangement are subject to negotiation between 

HRA and the grantee. Possible waivers of the prospective 

obligation for reasons of financial infeasibility ma~ also 

be negotiated with the Administrator of HRA. 

3. HRA is to take an active role in enforcing this 

obligation. However, HRA is not etpected t~ immediately 

begin reviewing the records of all grantees goin9 back 

to 1972. It is contemplated that HRA's major en·forcemen.t 

activities will arise in the course of regular co~pliance 

reviews and in response to complaints. 

4. Grantees will be required to submit assurance 

reports annually containing data specified by HRA. HRA 

will analyze tho data to determine the •worst 2oi• 
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of the facilitl~s -- those which appear to have'the 

greatest cor.ipliancc problcr.is -- and will do cor.ipliance' 

reviews o~ that group eacn year. 

S. To th~ greatest extent possible, BRA shoulcl look 

to existing data c9llected by the Department, and should 

consider improving existing datq sources. HRA should also
1 

work with HCFA to determine whether HCFA can be helpful 

wit~ compl~ance reviews! If so, HRh may be able to 

review more than 20% of the facilities annually. 

6. Site-visits should be avoided whenever paper 

reviews will serve the same purpose. 

Title VI 

Attached is m~ legal opinion on the obligations HSAs 
1 

and SllPDA~ hay,_e under Title VI and Title XV. The 

UnderSecreta~y;s decisions, summari~ed pelow, are con

sistent with the legal opinion. 

I 

Issue: Obligations of BSA~ and SHPDAs. Recommendation: 

f Failµre of S!IPDA to apply minority access criteria under Title 

XV would vio:J.ate Title~ VI. Decision: Disapproved, with 

I 
~ 

substituted~ appro~ed as follows: 

I 

https://problcr.is
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1. Consistent with Title VI and its implementing 

regulation, OCR will take action to ensure that HSAs 

and SHPDAs are informed of their obligations under Title VI. 

Appropriate Title VI requirements should be established by 

OCR through guidelines or regu1ations and maylexceed the 

re~ulrements of Title XV. 

2. OCR will be responsible for monitoring the 

compliance of HSAs and SHPDAs with Title VI. If an 

HSA or SHPDA is found in noncompliance with 'l'itle VI, 

OCR may initiate an enforcement action against the 

agency to correct the violationr or if that fails, to 

termin•ate federal assistance to the noncomplying health 

pl~nning agency. 

3. The obligations of HSAs and SHPDAs under Title 

VI are separate from their obligations under Title XV, 

and are enforceable by OCR independent of HRA's enforce

ment efforts under Title XV. 

Title XV 

1. Issue: Regulations. Recommendation: Mandatorily require 7 
through the National Guidelines and through regulations 

governing the review Cand pr{tiroval.process (a) that HSAs 
'--·--------

and SHPDAs, in developing their health systems plan and 
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annual implementation plan, Identify.the health needs of 

minority,_handlcapped, rurali urban, and low-income 

population groups, as well as other medica.lly underserved 

groups, and address these needs In the plan; and (b) that 

in performing indiV'idual project reviews, HSAs and SHPDAi; 

consider the needs cf the same underserved pop~lation groups 

foe the services being proposed or eliminated, and the likely 

access members of th·ese groups will have to any new services. 

Decision: Approved. 

2. Issue: Guidelines. Recommendation: HRA, wi_th input. from 

OCR, wil,1 issue guidelines and policy statements advising 

HSAs and SHPDAs· on methods of implement_iJlg t_he acces::;-related 

obligations established by the National Guidelines and revJsw 

and approval ~egulations. Decision: Approved. 
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ATTACHMENT 

MEMORANDUM TO THE UNDERSECRETARY 

'l'HRU: ES_________ 

F. Pete.r Libassi 

Obligations of State and local health planning agencies 
under Title VI of the Civil Rights and Title XV of the 
Public Health Service Act 

The purpose of this memo is to state rny legal opinion 

on what obligations HSAs and SHPDAs have under Title VI 

of the Civil Rights Act, and what their related obligations 

are under Title XV of the Public Health Service Act. 

Of primary importance is the fact that HSAs and SIIPDAs, 

as recipients of Federal financial 9ssistance, are subject 

to Title VI of the Civil Rights Act of 1964 its implementing 

regulation (45 C.F.R. Pa.rt 80). This inescapable legal 

conclusion should be stated explicitly in_the preamble 

of any regulation governing the duties of health planning 

agencies. However, having reached this conclusion do~s 

not settle all issues. 

This brings us to the question of what Title VI duties 

and obligations we believe should be imposed on HSAs and 

SHPDAs at this time. As recipients, these agencies must 

sign an assurance of compliance with Title VI. Further, 

they should be required to defer and deny approval of 

certificates of need and applications under Section 1122 
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of the Social Security Act and Title XV, when OCR has 

deferr~d or terminated Federal funds and has so 

advised the HSA and Sll?DA. 

However, HSAs and SUPDAs need not be obligated to 

ipdependently determine whether health care facilities 

which submit applications for review and approval are 

in compliance with Title VI. The duty to monitor and 

enforce compliance by hospitals and nursing homes 

receiving Federal financial assisance may, consistent 

with the requirement of Title VI, remain in the hands 

of OCR. 

This leaves the question as to the 'l'j.tle VI duties 

of HSAs a·nd SHPDAs with respect to their own direct 

planning and decision-making activities. 

Henry Foley and David Tatel agree that consideration 

of the health needs of minorities and the handicapped is 

required under both Title VI and Title XV. In my view, 

the obligations under both statutes are similar, if not 

identical. However, OCR in its role as the Department's 
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enforcer of Title VI may, consistent with the Title VI 

regulations, issue guidelines to HSAs and SHPDAs 

informing them of their T.itle VI obligations•. These 

obligations will be enforced by OCR, not HRA. If an 

HSA or SHPDA violates Title VI, OCR has the authority 

to bring an enforcement action against the agency to 

correct the violation or, if that fails, to terminate 

federal funds to the agency. 
I 

Under Title XV, health planning agencies have 

two basic obligations related to access and civil rights. 

First, in developing their health systems plan and their 

annual ;implementation plan, an HSA and SHPDA should be 

required to identify the health needs of minority, 

handicapped, rural, urban, and low-income population 

groups, as well as other medical~y underserved populations. 

Any plan which is adopted must address those needs. Second, 

in performing individual project reviews, HSAs and SHPDAs 

should be required to consider the needs ~f the same 

underserved population groups for services being proposed 

or eliminated, and the likely access that members of these 

groups will have to any new services. If an HSA or SIIPDA 

does not comply with these obligations, HRA has the 

authority to de-fund the agency. 
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Thus, OCR an'd !IRA have concurrent jurisdiction over 

the stat.e and; local health planning agencies to enforce 

separate, though similar, statutor,y oblig~tion~-

-.: ___ :: :.-_ 

-·- . - :' -

-·-----=-_---: -:._-:•--

- - - .=.:. - ___,. - .;.. ·•.:. - - :.-..: E: :. 

- --- -=----•-.t::.':"'"" 

J 
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OJ I ILt. lJf "J JJJ: !,[t:JU.J.\J;\" 

OFrICE o;:~ TliE Gi::;JmAL COU:·,SEL 

·1u St:eve Cc,l.c 
IJATI\:Sp(•ci~l !u~~~i~:t:-:i1t 

to the General. Ccu:1.5cl 

Assist.:1.nt GcnerHl Ccunscll'RIJM 
for PubJic Hcnlth 

Civil Ri;;hts Oblig,,:::i.r•tis of Health Planning Agencies --
1-lccting of .June 14, 1973. 

This is to s.;,t oul; our understanding of the con::,ensus 
reached at our mN:.tin:; of June 14 1-:ith you, J,:r. !lar:ilin, 
and n:c.:ibc,r.s c,f ~:r. Ha;,1lin's staff regarding the civil 
J:ights obligations of health planning agencies. 

Mr. Ha;j1J.in stated thut m1clcr existinr; regulations 
_implementing Tii:le VI of the C:i.vil IUihts Act of -1964, 
tl1e ~-;!ffi'.3:fhMit1¥Jh]l.hikti#i.MH4triffi+§§i3i!t; 
~•O.n the fo~$tJrB494i~riffii:i~ 
4'fC-- J§ AfflibafPti&i- ~kt ,raw;r;at:l. p±Jife" 
ning m~d developn~cmt cgcncies (SHPD,\s) tbi· t th::· uiill.,.._ 
not, ~ • teH'f"'fi° ii'ffilm!lo;a,~~~.3fJ.l:!GJ4i-l¥~ 
oi..-.lzarlm;a•l;,r&!:uam¥i'>'l-l"-~~C?e-": approve appU.ca tfon..s 
under thu ·certificate of need program (section 1523 
(a) (4) (B), PHS Act.) ~m<l the capit,'.!l e:,pcnditure review 
program (section 122, SSA) where_the applicants have 
been found by ~mm::,:ttti~fi¥!4~;i,t:j;pd~ 
m-m Title \7I obligations. Specifically, thes~ direc
tives wculd state that (1) 1-iSAs and SHPDAs r.mst dis
approY~ applications from applicants for whom 
teu1inat:ion has been orde!.·ed by OC:3. after a hearing, 
and (2) l!SAs and SliPD.\s 1i1:-1:,;· not anprove applications 
from applicm1ts to whom a"Jercrral7etter" or "letter 
of findinr,s" ha:; been issued or with respect to whom 
an investigal:im1 of a co::pJ.aint is pending. Where an 
1122 application is involved, applications in catl'!gory 
(2) .::bov:? t·:0~1ld !-:=:·vc ::o be Ci~a:~r.,::-~·veC: ;)rior to chi.== 
expiration of the statutory "re:ai:isonable· .notice" period 
to avoid their .::uto:.1atic approval. 

The conclusions t·:-:nre::,scd h•1 Nr. Jl.:imlin and srnnmarized 
above arc in accm.-d \.::i.th the "Discussion Outline" which 

https://Ha;j1J.in
https://Assist.:1.nt
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you prepared for the June l/1 meeting. Since they repre
sent intcrprct.:itions of the Civil Rights Act and :i.t:s 
irnplcmcntin6 rt>iulatior.::. and ,-:c,ulcl no1: rely upon the 
authority of either Title XV of. the PHS Act or section 
1122, ,-:8 "'c!cf:cr co Hr. J-lm:1li11' s views and have no legal 
objection to that: approach. 

Sidney Edelman 

•L~parea oy ~H, D.N.Y0UNG/jgt 5/20/78, 443-2240 



EXHIBIT 10 

Work Force Composition By Grade Level, Mlnorlty/Nonmlnorlty & Sex Fulltime Employment 

ORGANIZATION HRA QUARTER ENDING March 31, 1980 
Summary Sheet 

PAY SPANISH NATIVE TOTAL TOTAL TOTAL 
PLAN BLACK SPEAKING AMERICAN ASIAN MINORITY NONMINORITY TOTAL EMPLOYEES 

General Schedule M F M F M F M F M F T M F T M F 

# 1 44 1 1 2 1 48 49 4 79 83 5 127 132 
1-4 % 0.7 33.3 0.7 0.7 1.5 0.7 36.4 37.1 3.0 59.8 62.9 3.8 96.2 100.0 ~ 

# 5 74 3 1 5 78 83 15 174 189 20 252 272 
0 

5-8 % 1.8 27.2 1.1 0.4 1.8 28.7 30.5 5.5 64.0' 69.5 7.3 92.6 100.0 
"# 20 60 5 1 1 1 1 3 27 65 92 65 97 162 92 162 254 

9-12 % 7.9 23.6 2.0 0.4 0.4 0.4 0.4 1.2 10.6 25.6 36.2 25.6 38.2 63.8 36.2 65.8 100.0 
# 20 18 4 2· 1 1 1 26 21 47 167 68 235 193 8 282 

13-15 % 7.1 6.4 1.4 0.7 0.3 0.3 0.3 9.2 7.4 16.7 59.2 24.1 83.3 68.4 31.6 100.0 
#,. 1 1 1 1 

1ff-18 '% 100.0 100.0 100.0 100.0 
Total # 46 196 9 7 2 3 2 6 59 212 271 252 418 670 311 630 941 
General Schedule % 4.9 20.8 0.9 0.7 0.2 0.3 0.2 , 0.6 6.3 22.5 28.8 26.8 44.4 71.2 33.0 66.9 100.0 
Commissioned # 7 I 4 

... 

2' 1 1 j/2 10 7 17 44 17 61 54 24 78 
Corps % 9.0 5.1 2.6 1.3 1.3 2.6 12.8 9.0 21'.8 56.4 21.8 78.2 69.2 30.8 100.0 
Other # 10 2 10 2 12 15 5 20 25 7 32 
Pay Plan %31.2 6.2 31.2 6.2 37.5 46.9 15.6 62.5 78.1 21.9 100.0 
Grand # 63 202 11 8 2 3 3 8 79 221 300 311 440 751 390 661 1051 
Total % 6.0 19.2 1.0 0.8 0.2 0.3 0.3 0.8 7.5 21.0 28.5 29.6 41.9 71.4 37.1 62.9 100.0 
HRA-203-1a (7/77) 



EXHIBIT 10 

Work Force Composition By Grade Level, Minority/Nonminority & Sex Fulltime Employment 

ORGANIZATION HRA QUARTER ENDING March 31, 1980 

PAY SPANISH NATIVE TOTAL TOTAL TOTAL 
PLAN BLACK SPEAKING AMERICAN ASIAN MINORITY NONMINORITY TOTAL EMPLOYEES. 

~ Total General M F M F M F M F M F T M F T M F C:l.l .....Schedule 
# 
% 

GS-1 
GS-2 6 1 7 7 1 12 13 19 20 
GS-3 13 13 13 20 20 33 33 
GS-4 25 1 1 28 29 3 47 50 4 75 79 
Sub-Total # 1 44 1 1 2 1 48 49 4 79 83 5 127 13.2 
GS 1-4 %0.7 33.3 0.7 0.7 1.5 0.7 36.4 37.1 3.0 59.8 62.9 3.8 96.2 100.0 
GS-5 33 2 35 35 2 57 59 2 92 94 
GS~6 2 17 1 2 18 20 2 47 49 4 65 69 
GS-7 3 21• 3 21 24 11 56 67 14 71 91 
GS-8 3 4 4 14 14 18 18 
Sub-Total # 5 74 3 1 5 78 83 15 174 189 20 252 272 
GS 5-8 %1.8 27.2 1.1 0.4 1.8 28.7 30.5 5.5 64.0 69.5 7.3 92.6 100.0 
HRA-203-1b (7/77) 



EXHIBIT 10 

Work Force Composition By Grade Level, Minority/Nonminority & Sex Fulltime Employment 

ORGANIZATION HRA QUARTER ENDING March 31, 1980 

PAY SPANISH NATIVE TOTAL TOTAL TOTAL 
PLAN BLACK SPEAKING AMERICAN ASIAN MINORITY NONMINORITY TOTAL EMPLOYEES 

General Schedule M F M F M F M F M F T M F T M F 

GS-9 5 13 2 2 8 15 23 12 27 39 20 42 62 
c:.nGS-10 1 1 
~ 

Nl 
GS-11 6 18 7 21 28 15 26 41 22 47 69 
GS-12 9 .29 3 12 29 41 38 ,43 81 50 72 122 
Sub-Total # 20 60 5 1 1 1 1 3 27 65 92 65 97 162 92 162 254 
GS 9-12 % 7.9 23.6 2.0 0.4 0.4 0.4 0.4 1.2 10.6 25.6 36.2 25.6 38.2 63.8 36.2 63.8 100.0 
GS-13 9 14 3 13 15 28 71 47 118 84 62 146 
GS-14 5 3 1 1 6 5 11 53 16 69 59 21 80 
GS-15 6 7 1 8 43 5 48 50 6 56 
Sub-Total # 20 18 4 2 1 1 1 26 21 47 167 68 235 193 89 282 
GS 13-15 % 7.1 6.4 1.4 0.7 0.3 0.3 0.3 9.2 7.4 16.7 59.2 24.1 83.3 68.4 31.6 100.0 . J~ ~ 'L 

HRA-203-1c (7/77) 



EXHIBIT 10 

Work Force Composition By Grade Level, Mlnorlty/Nonmlnorlty & Sex Fulltlme Employment 

• 
ORGANIZATION HRA QUARTER ENDING March 31, 1980 

PAY 
PLAN BLACK 

SPANISH NATIVE 
SPEAKING AMERICAN ASIAN 

TOTAL 
MINORITY 

TOTAL 
NONMINORITY TOTAL 

TOTAL 
EMPLOYEES 

General Schedule 

GS-16 
GS-17 
GS-18 
Sub-Total # 
GS 16-18 % 
Other Pay Plans 

M F M F M F M F M F T M 

1 

1 
100.0 

F T M 

1 

1 1 
100.0 100.0 

F 

1 

1 
100.0 

a, 
01 
Cl) 

Exec. Serv. 
ES-04 

2 
18.2 

2 
18.2 

2 
18,2 

7 
63.6 

2 
18.2 

9 
81.8 

9 
81.8 

2 
18.2 

11 
100.0 

St. 
2 

100.0 
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Work Force Composition By Grade Level, Minority/Nonminority & Sex Fulltime Employment 

ORGANIZATION HRA QUARTER ENDING March 31, 1980 

PAY SPANISH NATIVE TOTAL TOTAL 
PLAN BLACK SPEAKING AMERICAN ASIAN MINORITY NONMINORITY TOTAL 

;j, •• 

Total Commissioned M F M F M F M F M F T M F T M F 
Officer 

# 7 4 2 1 1 2 ,10 7 17 44 17 61 54 24 
%9.0 S.1 2.6 1.3 1.3 2.6 i2.8 9.0 21.8 56.4 21.8 78.2 69.2 30.8 

CO-01 
CO-02 1 2 2 2 1 
CO-03 2 1 1 3 1 4 7 5 12 10 6 
CO-04 2 3 1 3 4 7 7 3 10 10 7 
CO-05 2 1 2 1 3 10 10 12 1 
CO,06 1 2 2 18 9 27 20 9 
CO-07 
co:.08 

... 'I 

HRA-203-2 (7/77) 

EXHIBIT 10 

TOTAL 
EMPLOYEES 

78 
100.0 

3 
16 . 
H 
13 
29 

a:, 
01 
~ 
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EXHIBIT 10 

Work Force Composition By Grade Level, Minority/Nonminority & Sex Fulltime Employment 

ORGANIZATION HRA QUARTER ENDING March 31, 1980 

PAY 
PLAN 

Total other Pay 
Plans Cont'd 

IPAs· 

Total Wg Bd 

2 
3 
4 
5 
6 

10 
11 
14 

HRA-203-3 (7/77) 

BLACK 

M F 

# 10 2 
%31.2 6.2 

8 2 
61.5 15.4 

1 
2 
1 1 
1 
1 
1 

1 

SPANISH NATIVE 
SPEAKING AMERICAN 

M F M F 

ASIAN 

M F 

TOTAL 
MINORITY 

M F T 

10 2 12 
3J.2 6.2 37.5 

8 2 10 
61.5 15.4 76.9 

1 1 
2 2 
1 1 
1 1 
1 1 
1 1 

1 
1 

TOTAL 
NONMINORITY 

M F T 

15 5 20 
46.9 15.6 62.5 
3 3 6 

50.0 50.0 100.0 
3 3 

23.1 23.1 

2 2 

1 

TOTAL 

M F 

25 7 
78.1 21.9 
3 3 

50.0 50.0 
11 2 
84.6 15.4 

1 
2 
1 1 
3 
1 
1 
1 1 
1 

TOTAL 
EMPLOYEES 

32 
100.0 

6 
100.0 

13 
100.0 

1 
2 
2 
3 
1 
1 
2 
1 

0) 
c:n 
c:n 
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Exhibit 11 

·1p~ENT OF HEALTH, EDUCATION, AND WELFAREMEMORANDUM ~I OFFICE OF THE SECRET~RY 

TO The Secretary DATE, April 7, 1980
Through: us_____ 

ES 

FROM : Assistant Secretary for Management and Budget 

SUBJECT: Briefing - Meetings on Public Health Service's Proposed 
Operations Management System (OMS) Initiatives 

April 9, 1980 in the Secretary's Conference Room at 3:00 P.M. 
Continuation on April 10, 1980 in the Secretary's Conference 
Room at 10:00 A.M. 

I. PURPOSE 

To review PHS' proposed plans for 13 of its OMS initia
tives, and to reach agreement on which initiatives you and 
the Under Secretary will monitor. 

PARTICIPANTS 

The Secretary Dr. Martin Dr. Robbins Dr. Perry 
The Under Secretary Dr. Johnson Mr. Palmer Ms. Stoiber 
Dr. Richmond Dr. DeLuca Mr. Behen Mr. Sermier 
Mr. Miller Dr. Pardes Mr. Lowe Ms. Peterson 
Dr. Lythcott Mr. Trachtenberg Mr. Wholey
Dr. Goyan Mr. Veit Mr. Kinder 
Dr. Foley Mr. Watson Ms. Hanft 

III. DISCUSSION 

The Under Secretary directed PHS to develop sixteen propo
sals for possible monitoring under OMS. PHS has submitted 
thirteen proposed plans for your review at this time. PHS 
will submit proposed initiatives for Grants and Procurement 
and Affirmative Action by April 30, and its Audit Resolution 
initiative after ASMB issues final guidance. 

Dr. Richmond and PHS staff will discuss the following 
13 initiatives: 

On Wednesday, April 9. 

Health Maintenance Organizations (Tab A) 
Primary Care (Tab Bl 
Adolescent Health/Pregnancy Prevention (Tab C) 
Alcoholism (Tab D) 
Indian Health (Tab E) 
Community Mental Health Centers (Tab F) 
New Drug Applications (Tab G) 
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Page 2 - The Secretary 

On Thursday, April 10. 

Occupational Hazards (Tab H) 
Toxicology (Tab I) 
Immunization (Tab J) 
aealth Planning (Tab K) 
Health Facilities Construction Loans (Tab L)
Medicare Coverage Issues (Tab M) 

MB, with PHS, has developed a set of charts which highlight 
the major indicators for each initiative, key action steps, 
and resources allocated. For each chart, we have also 
prepared comments. 

In general, we believe that PHS has made a good start 
towards development of its OMS initiatives. 

The action steps listed in the various operating 
plans are generally logical in sequence and timing,
and are complete .. 

Levels of effort generally appear appropriate for 
those initiatives which the Department has monitored 
previously. MB has no basis for determining whether 
the proposed levels of effort for a number of new ini
tiatives are appropriate. 

However, there are areas where PHS has agreed to continue 
working to improve its targets and plans. 

There are some "data" gaps in several initiatives, 
most of which PHS can fill by May 15. 

Of the six initiatives which could have targets for 
each individual region, 'only two currently have 
such targets. However, PHS intends to have regional 
targets for virtually all of the remainder by May 15. 

PHS has agreed to revise, add or delete a number of 
proposed indicators. This will be an evolutionary 
process as PHS programs work to develop better 
indicators and implement supporting data systems. 
PHS and P have agreed to work together to develop 
more comprehensive sets of program performance indi
cators for three programs (Indian Health, Mental 
Health, and Health Planning) by September 30, 1980. 

f 

t 
f 



658 

Page 3 - The Secretary 

There is a very wide variance in the ability of 
various PBS programs to report resource expenditures 
against specific indicators. This is a difficult 
area and I believe it will require a lengthy period 
of time to develop the capability throughout the 
Department to tie financial and work measurement 
data to operational goals and results. After the 
first complete round of OMS meetings, I will develop 
a specific proposal for addressing this problem. 

~~~~ 
Attachments 

',!.'ab A - Health Maintenance Organizations 
Tab B - Primary Care 
Tab C - Adolescent Health/Pregnancy Prevention 
Tab D - Alcoholism 
Tab E - Indian Health 
Tab F - Community Mental Health Centers 
Tab G - New Drug Applications 
Tab H - Occupational Hazards 
Tab I - Toxicology 
Tab J - Immunization 
Tab K - Health Planning 
Tab L - Health Facilities Construction Loans 
Tab M - Medicare Coverage Issues 
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~ 
f HEALTH MAINTENANCE ORGANIZATIONS 

f 
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Initiative - Health Maintenance Organizations (HMOs) 

To control the increase in national health care costs and 
increase access to HMOs. 

INDICATORS 

Table l - Grants .to Develop HMOs 

FY 79 
Total 

FY 80 
__1__2_ 

Qtrs.
_2...!. __4_ 

FY 80 
Goal 

Grants to 
organizations
seeking 
qualification

Feasibility Tgt. 
Act. 47 4 

15 20 10 49 

Planning Tgt. 
Act. 31 2 

9 6 22 39 

Initial 
development 

Tgt. 
Act. 12 o 

3 9 21 33 

Total Grants Tgt.
Act. 90 6 

27 35 53 121 

Expansion 
grants to 
organizations
already 
qualified 

Tgt. 
Act. 13 1 

5 9 17 32 

Table 2 - Other Indicators 

FY 79 
Total 

FY 80 Qtrs. 
_1__2___3__4_ 

FY 80 
Goal 

HMOs qualified 
annually 

Tgt. 
Act. 33 6 

8 8 8 30 

Cumulative Act. 101 107 
total 

Qualification 
applications 
over 120 

Tgt. 
Act. 2 0 

o o o 0 

days old 

Average 
processing time 
(days) 

Tgt. 
Act. 120 118 

118 110 110 110 

Compliance site 
visits 

Tgt.
Act. 40 20 

10 5 5 40 

HMO enrollment 
(millions) 

Tgt. 
Act. 8.8 

L.!_ 
/a

9. 7-
Date available only annually 

I~ ~alen9ar vear data (1979 and 1980). 
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OVERVIEW 

The indicators for this initiative focus on grant awards to 
new and existin~ HMOs, on PHS actions to process applications
for' the beneficial designation of "Federally qualified" sta
tus, and on compliance site visits. The final indicators 
tracks total HMO enroll~ent on a calendar year basis. 

Table l .. 

As part of the national HMO development strategy, ·oliMO 
intends to increase the number of expansion grants it awards 
qy 146% over J'Y 79. PHS believes there is a greater return 
(in terms of increased enrollment and controlling the 
increase in health care costs) by helping existing HMOs to 
expand in comparison to funding for developmental efforts. 

Table 2 

PHS proposes qualifying three fewer HMOs in FY 80 because PHS 
reduced significantly its backlog in FY 79 and, thus there are 
fewer HMOs in the "pipeline" ready for qualification. 

PHS' average processing time for qualification applications 
was 118 days in the first quarter of FY 80. PHS will lower 
this time by 10 days by institu~ing a new application form in 
the third quarter. ,,. 

PHS is targeting an increase of 10.2% in total HMO enrollment 
in the United States in calendar year 1980, due primarily' 'to 
promotion~l efforts to increase public awareness of the advan
tages of HMOs. 
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Initiative - Health Maintenance Organizations (HMOs) 

KEY ACTION STEPS· 

Implement Market Development Group activity to generate feasibil
ity grants in selected communities (June 7, 1980). 

Revise the qualification application review system to reduce the 
average processing time (June 7, 1980). 

RESOURCES 

FY 79 FY 80 Qtrs. FY-80 
Total l 2 3 4 Goal 

Obligations ($millions) 

Program Tgt. 
Act. 21.0 1.8 

4.5 16.5 25.0 47.8 

Salaries & 
Expenses 

Tgt. 
Act. 9. 9 2.1 

2.7 2.7 2.7 10.2 

Staff Years 

Headquarters Tgt. 
Act. 109 28 

29 29 29 115 

Field Tgt. 
Act. 61 18 

18 18 18 72 
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KEY ACTION STEPS and RESOURCES 

No comments. 

'-. 
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PRIMARY CARE 
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Initiative - Primary Care 

Increase the level and quality of primary care health 
services provided to residents of medically underserved 
areas. 

INDICATORS 

Table l - Total Peo~le Served in Primary Care Sites 
(annualized rate in 000s) 

/a FY 80 Qtrs. 
CY 79 l 2 3 4 

People Tgt. 4542 4661 4781 
served Est. 4616 

/b 
Table 2 - Administrative Indicators (% of projects) 

4th Qtr. FY 80 Qtrs. 
FY 79 _l____2____3____4_ 

Cost per Tgt. 65 90 100 
medical Act. 57 
encounter 
between 
$16 & $24 

Administra- Tgt. 65 90 100 
tive costs Act. 55 
below 16% of 
total costs f.5=. 

Team pro- Tgt. 65 90 100 
ductivity Act. 43 
between 4200 
& 6000 en-
counters per 
year 

.Complete and Tgt. 65 90 100 
timely report Act. 98 
submission 

Data on the actual number of people served are only available 
once a year in mid-March (for the previous calendar year); 
all other quarters are estimates. 

For projects providing services for at least 3.25 years. 

Projects with budgets less than $125,000 have a goal of 26%. 
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·OVERVIE\'1 

The indicators in this initiative address the quantity, 
quality, and cost of primary care services provided by 
programs of the"Bureau of Community Health Services (BCHS). 
The indicators represent one of the most advanced ·and compre
hensive results-oriented approaches to program management in 
the entire.Department. 

BCHS allocates funds to the regions based on grantees' per
formance and has negotiated performance goals with both the 
regional offices and individual grantees. 

BCHS' current targets for its administrative and clinical 
indicators monitor the performance of projects which have 
been providing services for over 3.25 years. By May 15, PHS 
will establish targets for administrative and clinical indi
cators to include projects in operation for at least two 
years. 

Complete data for the clinical and administrative indicators 
are available semi-annually (first and third quarters). BCHS 
provides estimates for the second and fourth quarters by 
extrapolating from quarterly data which approximatly 25% of 
the projects are required to submit. 

Table 1 

BCHS proposes increasing the annualized rate of the number of 
people served by 4% between the fourth quarter of FY 79 and 
the fourth quarter of FY 80. 

Table 2 

BCHS is one of the few programs that has developed admin
istrative efficiency indicators against which it holds gran
tees accountable. 

To increase the number of projects in compliance with these 
indicators, BCHS provides technical assistance and conducts 
audits. 

l"I 
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Initiative - Primar:z:: Care 

Table 3 - Clinical Indicators (% of 12rojects) 

4th Qtr. FY 80 Qtrs. 
FY 79 1 2 3 4 

Fu~ly immunize go% Tgt. 65 90 100 
of all children Act. 15 
under age 18 

Provide family Tgt. 65 90 100 
planning counseling l2. Act. 43 

t 
L Follow-up and Tgt. 65 90 100 

9iagnosis on Act. 36 
positive pap 
smear reports 

Hypertension Tgt. 65 90 100 
screening Act. 56 

Check hemoglobin Tgt. 65 90 100 
or hematocrit Act. 36 (children) 
level 40 (women) 

E.nroll a pre- Tgt. 65 90 100 
determined num- Act. 53 
ber of women in 
prenatal programs 

l2. To 90% of adolescents who receive family planning services. 

KEY PROCESS STEPS 

Conduct 10 program review visits per quarter. 

Complete 60 audits to verify data accuracy (September 30, 1980). 

RESOURCES 

FY 79 FY 80 Qtrs. FY 80 
Obligations ($millions) Total 1 2 3 4 Goal 

Program l2. Tgt. 359.7 
Act. 292.5 

(Quarterly data not 
Salaries & Tgt. available) 12.2 
Expenses Act. 10. 7 

Staff Years 
Headquarters Tgt. 77 

Act. 77 

Field Tgt. 231 
Act. 231 

Tgt. 308 
Total Act. 308 

P.~pr~~Pn~r. tot~l nrn~ram allocation for Community Health 
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Table 3 

These indicators cover the minimum set of clinical services 
which each project must provide. 

Resources 

PHS has not provided quarterly estimates for obligations and 
staff years because BCHS' accounting systems currently do not 
collect these data on a quarterly basis nor can BCHS relate 
obligations directly to specific program services. 
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Initiative - Primary Care 

INDICATORS 

Table 4 - National Health Service Corps 

FY 79 
Total 

FY 80 Qtrs. 
1 2 3 4--- --- --- ---

FY 80 
Goal 

Volunteers & 
scholarship 
recipients 
matched to 
sites 

Tgt. 
Act. 1038 293 

182 406 278 1159 

Primary care 
professionals 
in sites 

Tgt. 
Act. 1830 1869 

1950 

KEY PROCESS STEPS 

Negotiate FY 81 NHSC targets with reg:i:ons (September 30, 1980). 

RESOURCES 

t 
~ 

Obli2ations 

Program 

FY 79 
~ 

{$millions) 

Tgt. 
Act. 63 

FY 80 Qtrs. 
__l__2____3____4__ 

FY 80 
Goal 

82.5 

Salaries & 
Expenses 

Staff Years 

Headquarters 

Tgt. 
Act. 

Tgt. 
Act. 

7.7 

26 

Quarterly data not available 

10.0 

51 

Field Tgt. 
Act. 160 

201 

I 
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Table 4 

BCHS places professionals in field positions on a continuous 
basis as a result of its matching program. By May 15, PHS 
will submit quar-terly targets for the number of primary care 
professionals actually in sites providing medical care. 

PHS states that it may revise its goals for the total number 
of professionals in sites as a result of recent budget 
adjustments. 

Resources 

PHS has not provided quarterly estimates for the amount of 
obligation or staff years because BCHS' accounting system 
currently does not collect these data on a quarterly basis. 
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ADOLESCENT HEALTH/PREGNANCY PREVENTION 
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Initiative - Adolescent Health Services and Pregnancy Prevention 

To increase the number of adolescents receiving health and 
family planning services. 

INDICATORS 

~ 
Table 1 - Adolescents Receivin Com rehensive Health Services 

(annua ize rate 

4th Qtr. FY 80 Qtrs. 
FY 79 _1____2____3____4__ 

Total Tgt. 1337 1362 1386 
adolescents Act. 1343 l£ 
served 

Table 2 - Teenagers Receiving Family Planning Services 
(annualized rate in 000s) 

4th Qtr. FY 80 Qtrs. 
FY 79 1 2 3 4 

Total Tgt. 1548 1579 1607 
teenagers Act. 1513 i'..£ 
served 

/a Ages 10-19 
/b Comprehensive data on the actual number of adolescents/teenagers 

served are only available once a year in mid-April (for the pre
vious calendar year): all other quarters are estimates, or 
calculated from partial semi-annual data. 

KEY PROCESS STEPS 

Negotiate FY 81 goals with regions/grantees (September 30, 1980). 

RESOURCES 

FY 79 FY 80 
Total FY 80 Qtrs. Goal 

_1__2__3__4_ 
Obligations ($millions) 

Program 2£ Tgt. 524.7 
Act. 421.4 

Salaries & Tgt. Data not available 16.8 
Expenses Act. 14.8 quarterly 

Staff Years 

Headquarters Tgt. 108 
Act. 108 

Field Tgt. 317 
Act. 317

2.£ Total program a~location for CHCs~ migrants and family planning 
programs. 
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OVERVIEW 

This initiative measures the overall quantity of services 
delivered to ad9lescents by the Bureau of Community Health 
Services' (BCHS) projects. Measures of the quality and 
efficiency of the services delivered to adolescents are 
included as part of the indicators in the overall primary 
care initiative. 

Table 1 

PHS plans to increase the annualized rate of the number of 
adolescents receiving comprehensive health services by 3.2% 
from the fourth quarter of FY 79 to the fourth quarter of 
FY 80. 

Table 2 

PHS will increase the number of teenagers who receive 
family planning services by 6.2% from the fourth quarter 
of FY 79 to the fourth quarter of FY so·. 

Resources 

PHS serves adolescents in most of its projects, and has no 
method for separating the costs of treating adolescents from 
total program costs. For illustrative purposes, BCHS has 
included the total costs of all its projects which treat ado
lescents. 

All program costs are grant funds, and PHS feels that these 
data are not appropriate to break out on a quarterly basis. 
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Table 3 

No Comment. 

Table 4 

PHS proposes to eliminate measles from the United States by 
October 1982 because it is one of the most serious childhood 
diseases (one child of every 10,000 cases dies and one child of 
every 1000 suffers serious neurological damage). PHS proposes 
accomplishing this objective not only by maintaining immuniza
tion levels but also by breaking the chain of infection (i.e., 
by increasing surveillance, identifying measles outbreaks during 
off-peak months (April-October) and immediately taking actions 
to control the spread of the disease). 



f 
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Table 5 - Efforts to Ensure Immunizations of New Borns 
j 

FY 79 FY 80 Qtrs. 
Total 1 2 3 4 

Cumulative 
Number of 
projects /a 
with: 

Maternal, edu- Tgt. 0 30 45 60 63 
cation programs Act. 
in targeted 
hospitals /a 

Immunization Tgt. 0 30 45 so 60 
recall systems Act. 34r 
High risk child- Tgt. 0 4 6 10 10 
hood immunization Act. 4 
follow-up systems 

/a There are a total of 63 project areas which cover the 
entire country. 

/b 1900 key hospitals serving new mothers who are least likely to 
have their children complete a basic immunization series. 

I RESOURCES 

F.Y 79 FY 80 Qtrs. FY 80 
Total 1 2 3 4 Goal 

Obligations ($millions) 

Program Tgt. 16200 3000 5300 0 24500 
Act. 

Salaries & Tgt. 257 528 997 440 2222 
Expenses Act. 

Staff Years 

Headquarters Tgt. 11. 7 11. 8 11.8 11. 7 47 
Act. 

Field Tgt. 20 20 20 20 80 

[ 
~ Act. 

l 
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Table 5 

PHS believes it is particularly important to immunize children 
as soon as medically advisable. To accomplish this objective, 
PHS has established a program to ensure immunization of 
newborns. The indicators in this table measure projects' 
implementation of activities PHS believes are necessary to 
accomplish its objective. 

Resources 

No comment. 
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Initiative - Alcoholism 

Increase and improve alcoholism treatment services for 
women,'youth and Indians . 

•INDICATORS 

Table 1 - Total Women, Youth, and Indians Served 
(per quarter) 

FY 80 Qtrs. 
1 2 3 4 

IHS Tgt. 16274 16674 17074 
Act. 16278 

NIAAA Tgt. 
Act. 

Data available April 30. 

Table 2 - NIAAA's Administrative and Clinical Indicators 

FY 80 Qtrs. 
1 2 3 4 

Treatment to PHS will provide targets and 
served ·ratio baseline data by May 15, 

Individuals com- PHS will provide targets and 
pleting treatment baseline data by May 15. 
in programs for 
women and Indians 

% of clients Tgt. 25 35 45 
contacted after Act. 
compl~ting 
treatment 

Decrease in PHS will provide targets and 
client impairment baseline data by May 15. 

Clients to 
staff ratio 

Women's Tgt. 11.3 11.4 11. 6 
programs Act. 

Indian Tgt. 11.1 11.2 11. 3 
programs A_ct. 

Technical assistance Tgt. 40 40 
and compliance site Act. 25 44~ 
visits completed 

/a Through February. 
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OVERVIEW 

The National Institute on Alcohol Abuse and Alcoholism (NIAAA) 
funds community _based alcoholism treatment programs for under
served populations (i.ncluding Indians). NIAAA provides all 
initial support to Indian alcoholism projects, but after 6 
years of funding it transfers projects to the Indian Health 
Service (IHS). 

This initiative represents NIAAA's first effort at holding its 
grantees accountable for specific, outcome oriented indicators 
(e.g., increasing the percent of people ~ho successfully 
complete treatment). By October 1, NIAAA will expand its indi
cators to improve the quality and efficiency of alcoholism 
treatment services delivered to all population groups; not just 
Indians, women, and youth. --

IHS also is in the process of developing program indicators and 
a reporting system, but is approximately one year behind NIAAA. 
In the interim, IHS proposes only to track the number of 
Indians receiving alcoholism services. IHS had been using 
NIAAA's reporting forms to gather data on individual clients, 
but is phasing that system out. IHS will begin testing its own 
client-based reporting form in a total of 20 projects in J.une, 
July, and August. Using the results of these tests, IHS will 
establisn FY 81 goals for all 88 IHS projects in September 1980. 

PHS intends to forward baseline data and "missing" targets by 
May 15. 

Table 1 

NIAAA proposes to increase the number of women, youth and 
Indians served by 10% over FY 79 levels by improving efficiency 
and taking actions which may lead to decreasing services to 
adult, non-Indian males. To monitor the potential effects of 
this initiative on non-Indian males, NIAAA will, by May 15, add 
an indica.tor to track the impact on this group. 

IHS proposes a 5% increase in Indians served, but IHS has not 
informed its projects of these goals. 

Table 2 

PHS' client impairment index weights various behavioral factors 
(e.g., number of blackouts, lost work days) at intake and 180 
days later. PHS is aiming for a 4% improvement in this index. 
By May 15, PHS will submit an additional indicator which tracks 
the percentage of clients not drinking after 180 days. 
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KEY PROCESS STEPS 

IHS 
- Complete pilot test of new data system in statisti

cally representive sample of projects - 20 of 88 
projects (August 1980). 

Report baseline data and indicators to Secretary 
(September 15, 1980). 

Inform all projects to report regularly under new data 
system and negotiate FY 81 goals for indicators 
(September 15, 1980). 

Report projects' progress against goals during 1st 
quarter FY 81 to the Secretary (February 15, 1980). 

NIAAA 
- Negotiate targets (with grantees serving all clients) 

for administrative and clinical indicators and submit 
them to the Secretary (June 15, 1980). 

Report first quarter performance data to the Secretary 
(May 1, 1981). 
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KEY PROCESS STEPS 

IHS steps reflect its decision to discontinue using NIAAA's 
reporting system, implement a new data system, and develop 
FY 81 indica.tors and targets by September 30. 

Ir r 
I 
f 
f 

f 

I 
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Initiative - Alcoholism 

RESOURCES 

FY 79 FY 80 Qtrs. FY 80 
Total 1 2 3 4 Goal• 

Obligations ($millions) 

IHS 
Program Tgt. 3.1 3.1 3.1 3.1 12.4 

Act. 8.7 1.0 

Salaries & Tgt. .1 .1 .1 .1 .4 
Expenses Act . .4

• 
/a 

NIAAA 
Program Tgt. 10.4 10.4 10 22 52.8 /b

Act. 52 10.4 

Salaries & Tgt. .12 .12 .14 .14 .51 /cf Expenses Act. .5 

Staff Years 

IHS 
Headquarters Tgt. 2.2 2.2 2.2 2.1 8.7 

Act. 8.7 

Field Tgt. 2.0 2.1 2.1 2.1 8.3 
Act. 8.3 

' NIAAA 
Headquarters Tgt. 2.2 2.2 2.2 2.1 8.7 

Act. 8.7 

Field Tgt. 0 
Act. 

/a All NIAAA funded alcoholism treatment grants. 
/b $52.4 million treatment grant support and $423,000 NAPIS contract. 
~ $59,000 total cost per staff member times 8.7 staff. 
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Resources 

No Comments. 
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INDIAN HEALTH 
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Initiative - Indian Health 

Improve the health status of American 
Native populations. 

INDICA'WRS 

Graduating scholarship 
recipients providing 
medical services to 
Indians /a 

IHS hospitals certi-
fied by Medicare L!?_ 

IHS hospitals accredi-
tea by JCAH 

% women receiving care 
during 1st two tri-
mesters of pregnancy 

% adolescents who re-
ceive counseling as part 
of family planning 
services 

Tgt. 
Act. 

Tgt. 
Act. 

Tgt. 
Act. 

Tgt. 
Act. 

Tgt. 
Act. 

Indian and Alaskan 

FY 80 Qtrs. 
1 2 3 

2 0 
0 2 

0 0 
0 

90 90 
88.5 

90 90 
81 

FY 80 
4 Goal 

100 100 

2 4 

1 1 

90 90 

90 90 

FY 80 
Total 

r 

I 
I 
f 

/a Excludes recipients continuing 
/b There are 48 IHS hospitals in 

KEY PROCESS STEPS 

FY 79 
Total 

30 

44 

32 

Notify all scholarship recipients of award (June 15, 1980). 

RESOURCES 
FY 79 FY 80 Qtrs. 
Total 1--- 2--- 3 --- 4 ---Obligations ($millions) 

their education. 
total. 

'• 

,Program 

Salaries & 
Expenses 

Staff Years 

Headquarters 

Field 

Tgt, 
Act. 

Data not available 
Tgt. 
Act, 

Tgt. 
Act. 

Tgt, 
~ct. 



686 

-3-

OVERVIEW 

This initiative monitors a number of surrogate indicators for 
the quality of health care delivered to Indians. PHS intends 
to expand this initiative over the next few months to include 
indicators to measure efficiency of services and its activities 
to increase Indian involvement with service delivery under the 
Indian Self-Determination Act. 

DISCUSSION 

PHS proposes to track the number of IHS hospitals which either 
Medicare certifies or are accredited by JCAH. PHS believes 
achieving either result is a proxy measure for quality of care 
because the hospitals must pass strict criteria to be 
certified/accredited. PHS will coordinate the development of 
its targets with HCFA's schedule to conduct certification 
reviews. 

In order to develop data related to efficiency, HSA and IHS 
staff will work with MB finance staff towards the goal of 
developing, by October 1, 1980, some adaptions to IHS and HEW 
accounting systems which will break out cost data in finer 
detail. 

PHS also intends to complete a study of various methodologies 
it uses to measure physician productivity. Initial results 
are expected in June. PHS hopes to use these results to devel
op productivity measures and targets for its providers. 

By April 28, ASPE and PHS (with assistance from MB) will sub
mit a memorandum to you proposing indicators for monitoring 
progress with the Indian Self-Determination Act provisions 
applicable to IHS. The memorandum will include dates by when 
PHS will obtain baseline data, establish targets, and begin to 
report on its proposed indicators. 

Resources 

PHS has not submitted any resource data because the initiative cuts 
across IHS' budget categories, and IHS' accounting system can not 
separate out the data related to these targets. 
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COMMUNITY MENTAL HEALTH CENTERS 
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Initiative - Community Mental Health Centers (CMHCs) 

Increase the management capacity and perform~nce levels of 
the er-me program (grantees) by developing ana implementing 

, -selected "core" indicators of performance an'.d standards of 
performance for those indicators. 9 

INDICATORS 

Table l - CMHC Performance Indicators 

Program Accessibility 

Non-white admissions as a % whit•e admissions 

Under 18 yrs. of age admissions as a% of 18-64 age group 
admissions 

65 yrs. old & over admissions as a% of the 18-64 age group 
admissions 

Finanical Viability 

Fee for service reimbursement dollars as a% of total income 

Non-federal public d~llars (e.g., state, county dollars) as a 
% of total income 

Operational Efficiency 

Average expenditures per discharge 

Average number of persons served per full-time equivalent 
staff member 
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OVERVIEW 
f• 

This .initiativ,e represents NIM!J:'s first att~mpt to develop 
performance-ba~ed standards and hold their grantees acco.un
table agafoj:lt '.those standards. The initiative, at this stage, 
is entirely de~elopmental. The indicators listed under Table 
1 are an initial set of proposed "administrative" indicators. 
NIMH intends to establish interim standards for these indica
tors by December 1980 and then launch a program to test and 
revise the indicators, explore other indicators (including 
possibly some clinical Jndicators), establish a reporting 
system and gain grantee acceptance of a final set of stan
dards. NIMH's current target for completing these actions is 
November, 1983. 
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Initiative - Community Mental Health Centers 

KEY PROCESS STEPS 

Analyze baseline data (May 30, 1980). 

Report, to Sec.retary on interim standards and how the CHHCs 
and NIMH will use the standards to improve· ·management 
(December 1980). 

Obtain 0MB clearance of new management form (December 1980). 

Award contract to collect data on indicators (January 1981). 

Train and educate grantees regarding standards (March 1981). 

Submit to the Secretary legislative and regulatory recommen
dations to implement performance standards (March 1981). 

Propose to Secretary additional indicators and proposed eval
uation standards (November 1982). 

Report to the Secretary regarding the final standards for all 
indicators (November 1983). 

RESOURCES 

FY 80 Qtrs. ~ .FY .80 
l 2 - 3___ j 4___ Goal 

Oblisations ($millions) 

Program Tgt. 
Ac.t. 

87.4 42. 6 93.0 67.4 290.4 

Salaries & Tgt. .008 .008 .03 .005 .05 
Expenses Act. 

Staff Years 

Headquarters Tgt. 
Act. 

.375 .375 .375 .375 l.5 

Field Tgt. 
Act. 
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Key process steps 

Recognizing that this program area is a particularly complex 
and sensitive area, MB, nevertheless, believes that the 
Department has now gained enough experience with performance 
measures to be able to apply that experience to compress the 
proposed three year implementation schedule for this ini
tiative. MB recommends that you charge PHS (NIMH), working 
with P and MB, to submit to you, within orre month, alter
native approaches for accelerating NIMH's currently proposed 
schedule. 

Resources 

Obligations represent the appropriation level for the entire 
CHMC program. However, staff projections only include allo
cations for part of the initiative. By May 15,' -PHS will pro
vide complete data on proposed staff allocations. 
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NEW DRUG APPLICATIONS 
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Initiative - New Drug Applications (NDAs) 

To imP,rove the timeliness of the FDA review of drug 
'app:).ications. 

INDICATORS - (All targets apply only to NDA's submitted to FDA after 
October, 1978). 

Table 1 - Reduction in Mean Processing Time for NDA Approvals 
(months) 

Quarters 
Drug /a 

Classification 
Baseline 
FY 76-78 

FY 80 
1 3 

FY 81
-1-

All A's and B's 17.5 
Tgt. 
Act. 

14.9 14.0 

lC's 
20.7 

Tgt. 
Act. 

19.7 18.6 

All Others 
18.1 

Tgt. 
Act. 

17.2 16.3 

~ A's and B's are NDAs with potential for important or modest 
therapeutic gains. !C's are NDAs which have potential for 
little or no therapeutic gains. 

Table 2 - Status of NDA Inventory 

FY 79 FY 80 Qtrs. 
Total 1 2 3 4 

A's and B's 

NDAs not yet approved 
beginning of qtr. Act. 

NDAs received 
during qtr. Act. Data not available 

Approvals Act. 7 

' Returned to 
manufacturer Act. 

NDAs not yet approved 
end of qtr, Act. 

Average age of 
NDAs not yet Act. 
approved (months) 
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OVERVIEW 

The Department has come under public and Congressional scrutiny 
and criticism be~ause of lengthy processing times for New Drug
Applications (NDAs). This initiative monitors FDA's efforts to 
reduce those processing times for NDAs submitted after October 1, 
1978.·· By May 15, FDA will submit indicators which illustrate 
its efforts to reduce the inv.en.tory of NDAs submitted prior to 
October 1, 1978. 

Table 1 

FDA made a commitment to Congress to reduce the processing time 
of the new drug applications classified as likely to result in 
important and modest therapeutic gains (A's and B's) by 25% (to
13.1 months) by the first quarter of FY 82. If FDA achieves the 
interim goals established for FY 80 and early FY Bl, FDA should~ 
achieve its Congressional committment. However, PHS 'provided no 
FY 79 baseline data and MB is unable to evaluate the likeli-
hood of achieving the goal. FDA expects much of the decrease 
in its processing time to come from actions already imple-
mented over the last two years (e.g., publishing standard 
clinical guidel :.nes, requiring companies to submit standard 
manufactur~ng and control information). 

FDA proposes to report progress against its processing goals on 
a semi-annual basis, because of possible distortions stemming
from a low volume of quarterly actions (e·.g., if only 4 NDAs 
were acted upon in a given quarter, one extremely lengthy action 
could give a false impression of performance). MB recommends 
quarterly reports in this sensitive area, with FDA footnoting 
extreme individual cases. 

Table 2 

•The inventory presentations in Table 2 will describe FDA's 
NDA workload for applications received after October 1978. 
By May 15, PHS will also provide complete data for all drug 
classifications and report the data on the number of NDAs 
received prior to October 1, 1978 but not yet acted upon. 
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Initiative - New Drug Application (NDAs) 

Table.2 (con€inued) 

lC's 

FY 79 
Total 

FY 80 Qtrs. 
1 2 3 4--- --- --- ---

NDAs not yet approved 
beginning of qtr. Act. 

NDAs received 
during qtr. Act. 

Approvals Act. 

Returned to 
manufacturer Act. 

All data not available 

NDAs not yet approved 
end of qtr. Act. 

Average age of NDAs 
.not yet approved Act. 

All Others 

NDAs not yet appr9ved 
beginning of qtr. Act. 

NDAs received 
during qtr. Act. 

Approvals Act. 

Re'turned to 
manufacturer Act. 

Ail data not available 

NDAs not yet approved 
end of qtr. Act. 

Average age of NDAs 
not yet approved Act. 
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Table 2 (continued) 

No additional comments. 
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KEY PROCESS STEPS 

Publish 24 clinical guidelines (June 31, 1980). 

Publish manufacturing and control guidelines for stability (June 31, 
1980). 

RESOURCES 
FY 79 FY 80 Qtrs. FY 80 

Obligations ($000) Total 1 2 _3_ _4_ _Q£e.L 

Program Tgt. 800 
Act. 796 

Salaries & 
Expenses 

Tgt. 
Act. 13,4 

13. 6 

Staff Years 
Data not available 

Headquarters Tgt.
Act. 384 

391 

Field Tgt. 49 
Act. 51 
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Key Process Steps 

No comment, 

Resources 

FDA has not submitted complete data because staff who work on 
NDAs also work on other activities and FDA's financial and 
work measurement systems cannot break out available data to 
the level of detail required for this initiative. 
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Initiative - Occupational Hazards 

Increase the awareness., demand, and impact of the health 
hazard evaluation/tecpnical assistance (HHE/TA). program. 

nm I CAT.ORS 

Table ·1 - HHE/TA In:':'entory 

FY 79 FY 80 Qtrs. FY 80 
Total l 2 3 4 Goal 

Acti.ve requests 
beginning of qtr. 'Act. 206 250 

new HHE/TA Tgt. 80 80 75 323 
requests 230 Act. 88 

HHE/TAs completed Tgt. 40 54 50 177 
with report 132 Act. 33 

HHE/TA~ completed 
without report~ A~t. l], 

Active requests 11,
end of qtr. 206 Act. 250 

/b 
Processing time Tgt. 11. 0 10.0 9.0 9.0 
of HHEs (months) 12.4 Act. 11.9 

/a e.g., referred to OSHA, invalid request, or closed with letter. 
LE_ Date HHE received, to date NIOSH completes final report. 

Table 2 - Related Indicators 

FY 79 FY 80 Qtrs. FY 80 
Total l 2------ 3 4 Goal 

HHE/TA requests 
from small 36 

Tgt. 
AC?t. 16 

14 14 14 58 

busi1_1esses 

HHE/TAs initiated 
on subjects of 4 

Tgt. 
Act. 1 

1 1 •1 4 

high public inter-
est or significance 

Studies initiated Tgt. 1 2 3 
as a result of an 0 Act. 0 0 
HHE/TA 
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OVERVIEW 

The law requires NIOSH to investigate all reports of occupa
tional hazards .. a health hazard evaluation (HIIE) request. 
Thi:s init.iative sets goals to increase the number of HHE 
requests received and completed, and improve the timeliness of 
the investigative process. PHS will develop indicators to 
measure the effect (impact) of HHEs on reported occupational 
hazards by March 1981 (e.g., number of problems corrected, 
number of individuals working in a safer environment). 

Table l 

r 

PHS believes the number of requests it receives is primarily 
influenced by the awareness of workers and employers of the 
services NIOSH offers. Thus in FY 80, NIOSH proposes to stim
ulate the submission of requests. The goals are a 401 
increase in total requests and a 611 increase in small busi
ness requests. As one step, NIOSH will meet with leaders of 
ten major international unions. PHS will attempt to balance 
the promotion of the HHE program with its capacity to respond 
to requests .. 

NIOSH also proposes to increase the number of HHE/TAs it 
completes in FY 80 by 341 and reduce its average quarterly
processing time by 271. PHS will accomplish this by a 541 
increase in staff and improvements in the efficiency of its 
evaluation process. 

Table 2 

As a proxy measure for impact, PHS is proposing that you ini
tially track the number of follow on studies initiated as a 
result of an HHE/TA. NIOSII expects to develop, and report
against, a set of more specific impact measures beginning in 
March, 1981. 
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Initiative - Occupational Hazards 

KEY PROCESS STEPS 

Pilot test triage system and report to Secretary the number of 
HHE/TAs completed by triage desi~nation (June 1980). 

Report to Secretary on changes in the HHE process (August 1980 ) ... 

Publish NPRM (September 1980). 

Evaluai;ion of user. satisfaction and development of impact indicators 
for ·HHE/TA program. 

Award Contract (September 1980). 

Develop indicators (December 1980). 

Provide baseline data and establish targets (March 1981). 

RESOURCES 

FY 79 FY 80 Qtrs. FY 80 
Total 1 2 3 4 Goal 

Obligations ($million) 

Total Tgt. 
Act. 

1.4 1.4 1.4 1.4 5.6 

Staff Years 

Headquarters Tgt. 
Act. 71 

27 27 27 28 109 

Field Tgt. 
Act. 16 

6 6 6 7 25 
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KEY PROCESS STEES 

By June 15, PHS will report to you on the number of HHE/TAs it 
has completed since it implemented a pilot test of its "triage" 
system in ~he first quarter in FY 80. The triage system is a 
method whic'h NIOSH is developing to determine the level of 
effort it should apply towards each request (e.g., follow-up by 
a phone call, send a team to the area, refer request to OSHA). 
This system should il!lprove handling, request_s in a timely manner 
and allocating the appropriate amount of resources to each 
request. 

.../ 



I 
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Initiative - Toxicology 

Improve the timeliness and increase the amount of scientific 
information being developed to protect the health of the 
American public from d~mage by exposure to toxic environ-
mental chemicals. 

INDICATORS 

Testing Programs 

FY 79 FY 80 Qtrs. FY 80 
Total _l__2__3__4_ Goal 

Carcinogenesis f.2-
testing 

Tests ongoing Tgt. 319 332 N/A
L beginning Act. 308 292 304 
L of qtr. 

Tests started Tgt. 15 25 25 80 
Act. 79 15 

Tests completed Tgt 0 12 12 27 
Act. 95 3 

Tests ongoing Tgt. 319 332 345 N/A 
end of qtr. Act. 292 304 

[ Mutagenesis /b 
testing 

Tests ongoing Tgt. 119 199 N/A 
beginning of Act. 0 66 111 
qtr. 

Tests started Tgt. 53 125 127 350 
Act. 86 45 

Tests completed Tgt. 45 45 60 150 
Act. 20 0 

Tests ongoing Tgt. 119 199 266 N/A,.,end of qtr. Act. 66 111 

Examine chemicals to determine if they cause cancer.
o/6 Examine effects of chemicals on genetic material. 
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OVERVIEW 

This initiative monitors PHS' toxicology testing program. 
The.current indicators provide data on NIH's testing
workload. By May 15, PHS will report to you on possioLe 
methods for decreasing the processing time of tests. 

DISCUSSION 

The number of chemicals which PHS can test is closely related 
to the program funding levels. PHS proyided the following 
estimates of current testing measures: 

Average Average elapsed 
Type of cost/test time/test 
Test ( $) (months) 

Carcinogenesis 500,000 64 

Mutagenesis 3,000 4 

PHS has proposed increasing the number of mutagenesis tests 
completed by 650% during FY 80. However, PHS may need to 
revise its targets downward due to budget adjustment. 

GAO and others have criticized the Department for the long 
test times. Thus, by May 15, PHS will examine certain stages 
(which it can most readily influence) of carcinogenesis 
testing, determine whether if can establish processing time 
goals and establish appropriate processing time targets. 
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Initiative - Toxicology 

KEY PROCESS STEPS 

Clear 51 protocols (June 1980). 

Award 11 Contracts for tests (June 1980). 

Publish summaries of test results .in Federal Register (tw~lve in 
June, twelve in September 1980). • 

Publish technical reports (thirteen in June, thirteen in September 
1980). 

Publish annual report on known carcinogens and the extent to 
which they are regulated (August 1980). 

RESOURCES 

FY 79 FY 80 Qtrs. FY 80 
Total 1 2 3 4 Goal 

Obligations ($million) 

c·arcinogenes is 

Contract & 
Extramural 

Tgt. 
Act. 24.3 

4.0 4.9 20.8 12.3 42.0 

Intramural Tgt. 
Act. 3.2 

.7 
0 

1.2 1.6 1.8 5.3 

Mutagenesis 

Contracts Tgt. 
Act. 

Data 
not 

available 
.15 

.3 . 9 1.1 2.4 

Intramural Tgt. 
Act. 0 

.1 .1 1.1 1.3 

Staff Years 

Carcinogenesis Tgt. 
Act. 34 40 

10 21 24 95 

Mutagenesis Tgt. 2.1 2.1 2.1 7.9 
Act. 1.6 
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KEY PROCESS STEPS and RESOURCES 

No comments. 
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IMMUNIZATION 
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Initiative - Immunization 

Protect the health of the nation's children by immunization. 

INE>ICATORS 

Table 1 - Morbidity (Disease) Reduction Targets, All Ages 

FY 79 FY 80 Qtrs. FY 80 
Total 1 2 3 4 Goal 

Measles: Tgt. 2~100 1700 2500 4000 1200 9400 
cases Act: 15687 1260 

Rubella: Tgt. 12100 850 2500 4400 850 8600 
cases Act. 12216 862 

Mumps: Tgt. 11100 3100 4700 4700 1500 14000 
cases Act. 15636 2664 

Polio: Tgt. 10 10 
cases Act. 12 

Diphtheria: Tgt. 5 5 
cases Act. 2~ 

Pertussis: Tgt. 1394 1394 
cases Act. 1394 

Tetanus: Tgt. 5 5 
cases Act. 6~ 

Table 2 - Immunization Levels for Children Under Age 7 

FY 80 
Goal 

Measles Tgt 90 
Act. 

Rubella Tgt. 90 
Act. 

Mumps Tgt. 90 
Act. Reporting system to be developed 

Polio Tgt. 90 
Act. 

DTP L.!?_ Tgt. 90 
Act. 

/a Children under age 15. 
/b Diphtheria, teta~us, and pertussis. 
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OVERVIEW 

This is one of the more complete and comprehensive initiatives 
(i.e., results oriented with quantifiable objectives and 
indicators), although there are data gaps. The series of indi
cators measure various aspects of the program; impact (reduced 
incidence of morbidity), outcome (level of immunization) and 
output (number of vaccinations administered). The initiative 
also monitors two related, high priority efforts; the elimina
tion of measles and immunization of new barns. 

Secretarial monitoring of this initiative is important to 
ensure full cooperation from many different parts of HEW which 
are involved in accomplishing this initiative. 

HEW provides technical assistance, fund1ng, and program 
guidance to the states who are primarily responsible for admi
nistering vaccines. Within HEW, almost all the programs 
(e.g., community health centers, IHS clinics) which provide 
direct care also have goals to immunize 90% of the children 
they serve. 

Table 1 

This table shows the ultimate impact of immunization -- the 
reduction of the incidence of disease. PHS developed the FY 80 
goals based on previous trends. The FY 80 goals represent 
reductions ranging between 10% and 35% over FY 79 levels. 

Table 2 

PHS proposes to reach and/or maintain immunization goals of 90% 
because this level of protection provides the highest 
benefit/cost ratios. 

PHS proposes that you track the immunization level of children 
under age 7 because PHS believes their immunization rates are 
lower than those for school aged children. In surveys done in 
1979, levels in this age group ranged from 75 to 85 percent. 

Limited data are available to establish the baseline for PHS' 
goals and there is no comprehensive data system presently in 
place to collect this information. However, PHS plans to 
collect these data by the following means: assessing levels 
annually in Head Start, Day Care, and direct service programs 
an~ among all children entering school. 
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Initiative - Immunization 

Table 3 - Doses of Vaccine Administered to Children, 

FY 79 FY 80 Qtrs. 
Total _1__2__3__4_ 

Measles 'l'gt. 
Act.· 

3745 
4274 

819 
854 

761 838 925 

/a 
Rubella Tgt. 

Act. 
3303 
3328 

846 
781 

759 853 959 

/b 
Mumps Tgt. 

Act. 
3195 
3348 

866 
745 

737 815 884 

Polio 

/c 
DTP 

Tgt. 
Act. 

Tgt. 
Act. 

8661 
9624 

8737 
11058 

2027 
2266 

1929 
2607 

1935 

1887 

2150 

2030 

2164 

2282 

/a Targets. for children under age 12 only. 
/b Targets for pre-school children only. 
/c Diphtheria, tetanus and pertussis. 

Table 4 - Measles Elimination Effort 

FY 79 FY 80 Qtrs. 
Total l 2 3 

Projects with Tgt. 0 41 52 63 
grants for Act. 
measles 
elimination 

Active measles Tgt. 0 41 52 63 
surveillance Act. 
programs 

States with Tgt. 24 
measles incidence Act. 
rates of less than 
5 per 100,000 /a 

/a For total population. 

Ag:e 0-14 (OOOs) 

FY 80 
Goal 

3343 

3417 

3302 

8576 

8126 

FY 80 
4 Goal 

63 63 

63 63 

35 35 
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Initiative - Health Planning 

Limit the approval for the construction of additional hospital 
beds and the level of approvals for hospital capital expenditures 
through the HSA/SHPDA Certificate of Need/1122 review processes. 

INDICATORS 

Table 1 - Hospital Beds Closed, Converted, and Approved 

CY 80 Qtrs. CY 80 
__1____2__3____4__ Goal 

Beds approved 
Act. 

Beds closed 
converted 

or 
Act. 

Net increase in 
hospital beds 

Tgt. 
Act. 

1233 1233 1233 123~ 4932 

• 

Table 2.- Capital Expenditure Approvals /a 
($ in Billions) 

Jan.-June L!?_ CY 80 Qtrs. CY 80 
1979 1 2 3 4 Total 

Tgt. .as .as .as .as 3.4 
Act. 2.4 

/a For hospital beds and high cost equipment. 
L!?_ Most recent period for which complete data are available. 
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OVERVIEW 

The intent of this initiative is to monitor two important outcome 
measures of the health planning program (i.e., limiting bed appro
vals and capital expenditures). However, there are two major 
limitations to this effort: 

serious data problems (i.e., PHS estimates i~ has only 
received 50% of the required reports necessary to tabulate 
information on SHPDAs' approvals of new beds and capital 
expenditures for the period July-December 1979). 

the Department has not communicated goals for bed approvals or 
capital expenditures to the SHPDAs and HSAs. 

PHS is initiating actions to attempt to increase reporting (see 
the Key Process Steps) but, due to budget reductions, has only 
limited staff to assign to this initiative. MB recommends that by 
May 15, PHS set specific goals to increase SHPDA/HSA conformance 
with reporting requirements. 

P will forward a decision memorandum to you by May 15 concerning 
establishing expenditure limits. PHS will communicate the goals 
to SHPDAs and HSAs within eight weeks of your decision. 

Table 1 and 2 

PHS proposes a goal of limiting the net addition of beds to .5%. 
This is an ambitious goal as the annual rate of increase has been 
about 2% a year. However, as mentioned abo.ve, HEW has not com
municated this goal to the1 HSAs or SHPDAs. 

Other Possible Indicators 

PHS will f~rward targets to you to increase the number of fully 
designated SHPDA's within eight weeks of your determination 
regarding whether or not the Department should sponsor legislation 
to allow States an additional legislative session to comply with 
the certification of need requirement. 
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Initiative - Health Planning 

KEY PROCESS STEPS 

Letter to RHAs requesting that the regions validate whether the 
number of reviews each State completed equals the number reported 
to HEW (April 15). 

RHAs report findings of investigation and reconcile 90% of dif
ferences (Jµne 30). 

Complete report determining resources needed to improve data 
reporting system (April 30). 

Complete report which examines reporting incentives (e.g., linking 
payment of portion of grant award to reporting performance) (June 
15). 

RESOURCES 

FY 79 FY 80 Qtrs. , FY 80 
l _2_·__3___4__ Goal~ 

Obligations ($millions) 
1.2.

Program Tgt. 
Act. 

1.4 1.4 1.4 1.4 5.6 

Salaries and 
Expenses 

Tgt. 
Act. 

6.6 
7.9 

6.6 
13.l 

6.6 6.6 26.4 

Staff Years 

Headquarters Tgt. 
Act. 

.19 

.3 
.19 
.5 

.19 .19 .76 

Field Tgt. .25 .25 .25 • 25 1.0 
Act. .3 .5 

'2._ Computer processing costs only. 
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I 
Resources 

PHS will revise its program expenditure figures by May 15 to 
·include the total Federal expenditures involved with SHPDA and 
CON programs. 

~ 

I 
f 



718 

TAB L 

HEALTH FACILITIE-S CONSTRUCTION LOANS 
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Initiative - Health Facility Construction Loans 

To reduce the likelihood of default on health facility 
construction loans. 

INDICATOR 
FY 79 FY 80 Qtrs. 
Total 1 2 3 4 

Problem loans to Tgt. 170 140 128 
health facilities Act. 170 170 

KEY PROCESS STEPS 

Implement Loan Early Warning System (June 1980). 

Receiv·e annual report on problem loans from regions 
(September 1980). 

Recalculate numbe~ of problem loans based on improved defini
tion (September 1980). 

r RESOURCES 

FY 79 FY 80 Qtrs. FY 80 
Total 1 2 3 4 Goal 

Obli9:ations ($millions) 

Program 

Salaries 
and expenses 

Staff Years 

Headquarters 

Field 

Tgt. Not Applicable 
Act. 

Tgt. 125 125 125 125 500 
Act. 

Tgt. .9 .9 .9 .9 3.6 
Act. 

Tgt. 2.9 2.9 2.9 2.9 11.6 
Act. 
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OVERVIEW 

HEW's present loan portfolio consists of 514 loans (totalling over 
$3.3 billion) far which the government is potentially liable. PHS 
has developed criteria to measure the financial strength of health 
facilities and has identified 43% of facilities have loans which 
are current or potential problems. 

PHS will decrease the number of facilities with loans in problem 
status by providing detailed technical assistance to 42 facili
ties. 

This initiative represents PHS' efforts to assist hospitals with 
financial difficulties before they are literally at the default 
stage. PHS has a data limitation since hospitals submit compre
hensive financial information only once a year. To offset this 
problem somewhat, PHS will collect additional data during its site 
visits to problem hospitals. PHS will establish monthly targets• 
for completing site visits by May 15. 

KEY PROCESS STEPS 

PHS will refine the definition of "problem" loans to include 18 
variables. The current definition has only 6 variables. This 
action should enable PHS to target its resources more effectively 
on facilities with problem loans. 

RESOURCES 

PHS initially allocated 11.6 staff years in the field to provide 
technical assistance. PHS is reevaluating this committment and, 
if necessary, will provide revised staffing estimates by May 15. 
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MEDICARE COVERAGE ISSUES 
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Initiative - Medicare Coveraae Issues 

Provide support to HCFA by conducting scientific medical 
evaluations-of Medicare reimbursement issues. 

INDICATORS 

Inventory of Requests 

4th Qtr. FY 80 Qtrs. 
FY 79 1 2 3 4 --- --- --- ---

FY 80 
Total 

Requests pending 
beginning of qtr. Act. 60 65 50 48 

New requests Act. 14 0 4 

Requests Tgt. 
completed Act. 9 15 6 

Requests pending 
end of qtr. Act. 65 50 48 

Requests over 
one year old Act. 46 

KEY PROCESS STEPS 

Jointly, PHS and HCFA will submit additional indicators and targets 
to the Secretary to monitor IIEW's overall performance in completing 
Medicare coverage decisions (May 15, 1980). 

P.ESOURCES 
FY 79 FY 80 Qtrs. FY 80 
Total 1 2 3 4------ Goal 

Obligations
Program 

($0005) 
Tgt. 1 63 66 133 
Act. 3 1 

Salaries 
Expenses 

& Tgt. 
Act. 32 

40 
32 

40 40 152 

Staff Years 
Headquarters Tgt. 1.4 1.4 1.4 5.4 

Act. 1.2 1.2 

Field Tgt. 0 0 0 0 0 
Act. 
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OVERVIEW 

The indicators, as presently stated, attempt to measure the 
timeliness with which PHS renders decisions on issues 
relating to the-coverage of services under Medicare. Delays 
in•rendering decisions affect both clients and hospitals. 

PHS has agreed to work with HCFA to revise these indicators 
by May 15, and develop a set of indicators which: 

I 
o classifies new requests into cate,gories in te.rms of 

priority for action. 

o establishes maximum processing time goals for requests PHS 
receives after May 15. 

o establishes processing times goals within HCFA (from 
receipt of request to asking PHS for recommendation, and 
from receipt of PHS' recommendation to notifying 
requester). 

Resources 

PHS has not included the majority of resources it expends on 
this initiative, (i.e., the staff time that NIH, FDA, and 
ADAMHA devoted to this effort). PHS states it is unable to 
pr9vide this information because it has no system to collect 
the data. 
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DEPART:\IENT OF HEALTH, EDt.:CATION, A.--;"D WELFARENIENIORANDUM 
OFFICE OF THE SECRETARY 

TO The Secretary DATE: May 29, 1980 
Through:. us_____ 

ES-----

FROM Assistant Secretary for Management and Budget 

SUBJECT: Briefing - Meeting on Public Health Service's Operations 
Management System (OMS) Initiatives 

June 2, 1980 in the Secretary's Conference Room at 2:30 P.!-1. 

I. PURPOSE 

To review and approve 5 new or modified PHS OMS initiatives. 

II. PARTICIPANTS 

The Secretary Mr. Markowitz Dr, Perry Mr. Lowe 
The Under Secretary Dr. Johnson Ms. Hanft Mr. Wholey
Dr. Richmond· Dr. Klerman Mr. Martini Dr. Davis 
,-Ir. Miller Dr. Pardes Mr. Bouxsein Mr. Sermier 
Ms. Stoiber Dr. Dumas Mr. Behen r-ts. Townsend 
Mr. Kelso Mr. Sharfstein Mr. McFee Ms. Peterson 

III. DISCUSSION 

The 5 initiatives selected for discussion include two new 
initiatives: {Grants and Procurement, and Affirmative Action} and 
three that have been substantially altered based on your directions 
at the April 9 and 10 PHS OMS meetings. 

Included at Appendix I are action items resulting from the PHS OHS 
meeting on April 9 and 10. I, with Dr. Richmond and·Hr. Miller, 
will discuss the status of these action items during the meeting. 

Dr. Richmond and PHS staff will discuss the following 5 
initiatives: 

Indian Health {Tab A) 
Community Mental Health Centers {Tab BJ 
Medicare Coverage Issues {Tab CJ 
Grants and Procurement (Tab D} 
Affirmative Action (Tab El 

The material is in the same format as previous meetings, with the 
addition of the report on the status on previous action items. 

J-'&~ 
Frederick M. Behen 

Attachments 



I 
I 

725 

TAB A . 
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U:DIAN HEALTH 
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Initiative - Indian Health 

• PROPOSED NEW WDICATOP-S 

Clinical 

90% of patients over age ·10 must have had their blood 
IJ?ressure checked on their last visit or within a y':!-3.r 
of their last visit 

90% of patients will be scr.eened for diabetes on 
tpeir last visit or within a year of their last visit 

All patients with Pap smears reported as Class III, IV., 
or V h·a•,e a documented follow-up and further diagnostic
study within six weeks of the test results 

Administrative 

Cost per inpatient day 

Cost per outpatient visit 

Self-Determination 

Percent of tribes receiving information within 45 days 
after request 

Percent of tribes receiving training within x number of 
days after request 

Percent of tribes receiving technical assistance within x 
number of days after request 

KEY PROCESS STEPS 

Inform Area offices and Service units of their individual goals 
for al.l clinical, administrative, and Self-Determination indicators 
(July 30, 1980). 

Collect and analyze baseline data, and ·propose targets to the 
Secretary for all clinical, administrative, and Self-Determina.tion 
indicators (September 30, 1980). 

Report IHS' performance (for October - December 1980) to the 
Secretary for all clinicaln administrative, and S~lf-peter•ninatirJn 
indicators (,February 20, 19.80). 
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Overview 

In response to your request for additional indicators, ?HS devel
oped the list of new indicators on the opposite page. 

Clinical Indicators 

IHS has no baseline data regarding the percent of service units wh·ich 
meet these standards. IHS will collect baseline data and submit 
targets (for the percent of service units which will achieve the 
standards) to you by September 30. IHS will hold its area offices 
and service units accountable for these indicators for the first 
time on October l, 1980. IHS states that the information on all six 
of its cl.inical indicators (i.e., three new indicators and three 
original indicators listed on page A-4) will be statistically valid 
and reliable at the lowest organizational unit (service unit). It 
will report quarterly all the clinical indicators except hyperten
sion and .diabetes. For these indicators PHS will report data on all 
centers semi-annually and data for •problem• service units quar
terly. MB and PHS will work together to develop the criteria for 
determining when a project must report quarterly. 

Administrative Indicators 

IHS will calculate its administrative indicators on the basis of 
obligations, not expenditures. The targets, when established in 
September, will aim at minimizing any increase in costs. IHS is 
proposing to use the indicators to compare facilities/services units 
and to seek ways to decrease the operating costs of the units in the 
upper ranges. 

Self-Deterr.iination Indi~~1:..~l! 

The proposed indicators reflect IHS's approac~ to Self-Determindtion. 
Specifically, IRS feels it is not responsible for encouragi_'!9. tribal 
units to manage or operate health services and facilities but rather 
IHS informs the tribes of their rights and opportunities and assists 
them in accomplishing their objectives. 

PHS proposes to track response time to tribal requests for infor
mation, training, and technical assistance as indicators of its effi
ciency and responsiveness to tribal requests. After IHS collects 
baseline data, by September, it will state what percent of tribal 
requests will be responded to in what timeframes. For example: 
responding to 60% of all training requests within 20 days; 90% of all 
requests within 40 days, 100% of all training requests within 50 days. 

PHS w"ill also report semi-annually, on an informatiorial basis, the 
number and percent of tribes which: a) develop tribal health plans; 
b) develop health budgets for the service units; c) decide to explore 
tribal.management of health progams; d) develop health management 
capabilities; e") operate heal th programs ·(i.e. , by type and number of 
admissions/contacts); and fl participate in none: of the above. 

In -FY 79, tribes operated three hospitals (which had 1800 
admissions) and 182 clinics (which had 533,000 outpatient visits). ! 
Additionally, 90% of tribes (252 tribes) had, at a 111inim1JrJ, develope~ 
tribal health plans. PHS will provide its first report for ite1~, a-'!: 
by June 30, 1980. 
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Initiative - Indian Health 

PREVIOUS INDICATORS 

FY 79 E'Y 80 Qtrs. 
Total l 2 3 ____ 4 __ 

Graduating scholarship Tgt. 100 
recipients providing 
medical services to 

Act. 30 

Indians /a 

IHS hospitals certi-
fied by Medicare L£ 

Tgt. 
Act. 44 l 

l 
l 

0 2 

IHS hospitals accredi-
ted by JCAH 

Tgt. 
Act. 32 0 

0 
0 

0 l 

% women receiving care 
during 1st two tri-
mesters of pregnancy 

Tgt. 
Act. 88.5 

90 
88 

90 901 

% adolescents who re- Tgt. 90 90 90 
ceive counseling as 
of family planning 
services 

part Act. 81 73 

% children under 27 
mths. immunized L.!:.. 

Tgt.
Act. 

90 
84 

90 
85 

90 90 

/a Excludes recipients continuing their education. 
There are 48 IHS hospitals in total.l!i 

/c Against diptheria, tetanus, pertussis, polio, measles, mumps, 
rubella. 

KEY PROCESS STEPS 

Notify all scholarship recipients of award (June 15, 1980). 

RESOURCES 
FY 79 FY 80 Qtrs. FY 80 

l _ 2 _ 3 __ __ 4 _ Total~ 
Obligations ($millions) 

Program Tgt. 
Act. 

PHS will provide data 
Salaries & Tgt. by June 30. 
Expenses Act. 

Staff Years 
I 
~adquarters Tgt. 

Act. 

Field Tgt.
Act. 

FY 80 
~e.L 

100 

4 

l 

90 

90 

90 

and 
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Discussion 

The charts on the oppcsite page illustrate the indicators you 
approved at the last meeting. S~cond quarter results are as 
follows: 

In the second quarter of FY 80, the percent of adolescents 
who received counseling as part of family planning services 
declined to 73%. By June 15, PHS will forward a memorandum 
discussing the reasons for the shortfall and the necessary 
corrective actions; 

In the second quarter of FY 80, 88% of women received care 
during their first two trimesters of pregnancy; and 

InS has not achieved its goal of fully immunizing 90% of all 
children under 27 months of age. Specifically, the short
falls were in immunizing children for measles, mu~ps, and 
rubella. By June 15, PHS will forward a memorandum 
discussing the reasons for the shortfalls and the necessary
corrective actions. 

Resources 

IHS will provide complete resource estimates by June 30. IHS 
requires this time period to collect and analyze resource data on 
the delivery of clinical services. However, PHS reports that they 
will spend S2l.8 million on Self-Determination and $3.6 million on 
the scholarship program in FY 80. 

J 
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COMMUNITY MENTAL HEALTH CENTERS 
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Initiative - Community Mental Health Centers (CMHCs) 

Increase the management capacity anrl performance levels of 
the CMHC program (grantees). 

INDICATORS 

Table 1 - CMHC Short-term Performance Indicators 

FY 79 FY 60 Qtrs. FY 80 
~ l 2 3 4 Goal 

~xpenrling Access 

If of CMHCs Tgt. 736 740 740 
in operation Act. 701 707 713 

% population Tgt. 51 52 52 
with access to Act. so so 51 
CMHC 

Pre-grant TA to Tgt. 60 75 220 
areas without Act. 180 40 45

[ a C.'IHC 

Initial opera- Tgt. 13 22 . 47 
tions grant Act. 43 0 12 
applications re
viewed 

I of Centers 
Monitored 

On-site f2.. Tgt. 59 59 152 
Audits Act. 208 17 17 

Document Tgt. 146 147 461 
Reviews/b Act. 413 84 84 

Survivability 

TA to CMHCs in Tgt. 40 59 137 
their 7th and Act. 125 15 23 
8th year 

I of CMHCs meet- Tgt. 
ing audit report- Act. 507 
ing re.quirements

La These audits are three day on-site reviews ot all aspects of a 
- Center's operation. They are conducted by a team of 5-6 persons 

who use an 0MB approved monitoring instrument and procedures.
LE. These are comprehensive reviews of documents including the Center's 

continuation application, grants management reports, previous site 
visit reports, and health planning agencies recommendations. 

L:. PBS will provide fourth quarter targets by July 15. 
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OVERVIEW 

As you requested, PHS has developed indicators of the actions NINH 
is taking to manage the CMllC program in FY 60. These indicators 
address the three major operational priorities of the program; l}
expanding access to the program; 2) improving daily center 
operations; and 3) improving the survivability of CHHCs after 
Federal funding is terminated. 

Within NIMH these management efforts compete for resources with 
two other priority activities: 1) developing of long-term perfor
mance indicators; and 2) preparing for enactment of the Mental 
Health Systems Act. PHS has taken into consideration estimated 
resource requirements for these two activities in developing targets 
for its short-term indicators (Table 1). 

Table l 

These indicators are aimed at increasing the percent of the popula
tion which has access to CMHCs, monitoring CHBCs' per.for::iance 
against process measures, and ensuring that CMHCs which no longer
receive Federal funding continue to provide services. 

One of PBS' goals is to expand the CMHC program so that the entire 
U.S. population has access to mental health s~rvices. ?SS has 
developed indicators to measure the increase in the number of CMHCs 
and the percent of the U.S. population with access to CMllC services. 
PHS calculates the percent by using the population in the catchment 
areas for both CMHCs currently receiving Federal support (547) and 
those CMHCs (249) which are operating without Federal funds. 

To increase the number of CMHCs, NIMH is providing technical 
assistance to communities without centers and is processing applica
tions requesting funds for a center.. NIMH believes these indicators 
are good proxy measures of NIMH's effort to increase the number ot 
centers. 

To monitor CMHC operations, PHS staff conduct on-s1te audits and 
document reviews. The proposed indicators measure the staff's level 
of effort to ensure that centers are in compliance with operating
and organizational requirements. During FY 80, because of resource 
and staff contraints, PHS is proposing conducting 27% fewer on-site 
audits and conducting lOi more document reviews (which are less 
resource intensive). 

In addition to increasing CMHC coverage and monitoring the operations
of centers, PHS seeks to ensure that CMHCs will have the capability 
to continue to operate after eight years of Federal support is ter
minated. This effort has been successful in helping to prevent
total termination of operation, with only one CMHC ceasing all pro
vision of services. However, NIMH does not have data regarding the 
extent of reduction in services when Federal funds are terminated. 

To measure activities in tnis area, PHS proposes to track: l) the 
provision of technical assistance to grantees in either their 
seventh or eighth year of funding; and 2) the number of CMHCs meeting
financial audit reporting requirements. PHS' proposed long term 
indicators for financial viability will improve its ability to 
identify centers with financial problems and to provide assistance. 
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Table 2 - _C!-II!C L-ong-.term Performance Indicators 

Program Accessibility 

Non-white admissions as a% of white admissions 

Under 18 years of age admissions as a% of 18-64 age group 
admissions. 

65 years old and over admissions as a% of the 18-64 age group 
admissions. 

Financial Viability 

Fee for service reimbursement dollars as a% of total income. 

Non-federal public dollars (e.g., state, county dollars) as a 
% of total income. 

Operational Efficiency 

·Average expenditures per discharge. 

Average number of persons served per full-time equivalent staff 
member. 

a 
KEY PROCESS STEPS 

Analyze baseli~e data (June, 1980). 

Report to Secretary on: revisions to indicators and how t:he Ci1HCs 
and NIMH will use the standards to improve management (July and 
November 1980). 

Obtain 0MB clearance of new management form (October 1980). 

Train and educate grantees regarding standards (October 1980). 

Awara contract to coll~ct data on indicators (November 1980). 

,Report to Secretary interim goals· (November 1980) . 

.Ipform ,g'i::antees of theh· targets (_November 1980). 

Submit to the Secretary legislative and regulatory recommen
dati9ns to implement performance st<!ndards (~ia-rqh 1981). 

Prppose to Secretary additional indicators, ·proposed evaluation 
standards, and report 1980 data (l-1.ay, 1981). 

Report CMHCs performance (for Jan. -June 1'9'81) against targets 
(September 1981). 
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Table 2 

As discussed with you at the last meeting,chis initiative repre
sents NIMH's first attempt to develop performance-based standards 
and to hold its grantees accountable against tnose standards. 
Howev~r, PHS has now considerably revised (i.e., shortened) and 
clarified its schedule fer implementing those indic_ators. 

As the schedule of key process steps on page E-4 incicaces, ?HS is 
reviewing the indicators with regional and CMHC personnel and will 
submit goals to you by November. PHS will report 1980 data in May 
1981, and provide its first report of CMHCs performance against 
their goals in September 1981. MB believes this is a reasonable 
schedule and recommends that you accept it. 

Key Process Steps 

No additional comments. 
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Ini tia tive - Community Mental Hea!_!c!l_C:.~1!~'=:.~~ 

RESOURCES 

9.~~i;.9.~tions. ($millions) 

FY 80' Qtrs.- 1 -- 2 _____3___ 4 -
--- -·--- --- ----

FY 80 
Goal 

Program Tgt. 
Act. 

87. -1 42.6 93.0 67.4 290.4 

Salaries & 
Expenses 

Tgt. 
Act. 

1.9 1.9 1.9 1.9 7.7 

Staff Years 

H!:)adquarters Tgt, 
Act. 

8.5 8.5 8.5 8.5 34 

Field Tgt. 
Act. 

44 44 44 44 176 
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Resources 

Obligations and staff years repr~sent the appropriations level 
for the entire CMHC program. PHS will provide actual data oy 
July 15. 
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TAB C 

MEDICARE COVERAGE ISSUES 
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Initiative - Medicare Coverage Issues 

Conduct scientific medical evaluations of Medicare coverage issues. 

INDICATORS 
Table 1 - Inventory of Request·s for HHS 

4th Qtr. FY 80 Qtrs. FY 80 
FY 79 __1__2__·3__4_ Total 

Total Requests Act. 71 68 '62 ·67 
Pending Beginning 
of Qtr. 

*New Requests Act. 6 5 12 

**Requests Completed Act. 9 11 7 

Requests Pending Act. 68 62 67 
End of Qtr. 

Table 2 - HCFA's Inventory of Requests from Receipt to Forwarding to PHS 

4th Qtr. FY 80 Qtrs. FY 80 
FY. 79· __l ___2___3___4_ Total 

Requests Pending Act. 3 2 7 10 
Beginning of Qtr. 

*New Requests Act. 6 5 12 

****Requests Forward Act. 7 0 9 
to PHS 

Requests Pending Act. 2 7 10 l!' 

End of Qtr. 

Table 3 - PHS' Inventory of Requests 

4th Qtr. FY 80 Qtrs. FY 80· 
FY 79 l 2 3 4 Total 

Requests pending 
beginning of qtr. Act. 64 65 50 53 

****New requests Act. 1 0 9 1/a 

***Requests Tgt. 30 
completed Act. 6 15 6 3/a 

Requests pending 
end of qtr. Act. 65 50 53 51/a 

Requests over Tgt. 32 
one year old Act. 46 34 28 30/a 
/a As o:c rlay 20. 
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OVERVIEW 
. ,/ 

Thi:; initiative monitors' HCFA's and ?HS's progress in rendering 
decisions on important issues relating to the coverage of services 
und1!r Medicare, Delays in rendering decisions affect both clients 
and hospitals, 

Thi:; initiative tracks only those issues which are important 
enough to require·PHS to make a medical determination. Respon
sibility for reachiny a decision is shared by HCFA and PHS. HCFA 
initially receives the requests in its regional offices; headquar
ter:s reviews the request. and deter:nines whether ?HS needs to raake 
a d•:itermination on the issue. Within PHS, the Hational Center for 
Health Care Technology initially reviews t.he issue and then, as 
appropriate, includes several other agencies (e.g., FDA, ADAMHA, 
NIH) in the review process, After PHS makes a recommendation, 
HCFA reviews the decision and publishes a notice regarding the 
Department's policy. Tables 2, 3, and 4 monitor workloads distri
buted among each of these stages, 

Table l 

This table provides sw:imary informat.i:on regarding the total inven
tory of requests in the Department. For example, in the beginning
of the second quarter there were 62 requests which the Department 
had not yet made a decision on, the Department received 12 
requests, and completed 7, Thus there were 67 outstanding requests 
at the end of quarter. 

Table 2 

This table reflects how many requests ?.CFA has pending, the number 
which it has forwarded to ?HS, and the number of requests over six 
months old, 

Table 3 

PHS proposes establishing a goal to decrease the number of 
requests which are over l year old from 4·5 to 32. PHS has already
exceeded its fourth quarter target,. and ~!:a recommends that PHS 
consider revising this goal. Currently, 59% of pending requests 
are over one year old, PHS has indicated that for a large number 
of their requests, the complexity of the issue involved, and not 
its procedures result in lenythy processing times. 

f 
t 
I 
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Table 4 - HCFA's 

Requests Pending 
Beginning of Qtr. 

***Requests from PHS 

**Requests 
Completed 

Requests Pending 
end of Qtr. 

C-4 

Inventor::{ of .Re_q1::_~1=~-\olh ich have, :,een re c.urn'!q__froiJ ?:: 

\ 
4th Qtr. FY.SO Qtrs:· FY 80 

FY 79 Toti!_~__1__2__3__.J_ 

Act. 4 l 5 4 

Act. 6 l? 6 

Act. 9 11 7 

Act. l s· 4 

Table 5 - Average Processing Time for Reques·ts· ComPleted During Qtr. 

HCFA 

From receipt to 
sending to PHS 

a-so days 

51-125 days 

over 125 days 

From PHS to 
issuing 
decision(%) 

0-105 days 

106-170 days 

over l 70 days 

PHS 

Requests 

FY 80 Qtrs. 
l 2 3 4 • 

(%) 

Tgt. 39 30 
Act. " 

Tgt. 60 60 
Act. 

Tgt. 10 10 
Act. 

Tgt. 30 30 
Act. 

Tgt. 60 60 
Act. 

Tgt. 10 10 
Act. 

Tgt. 12.0 12.0 
which PHS received Act. 
after Hay 15 
(months) 
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Table 4 

This ·table re.i:lei::J:s the inventory -at the final stage of requests 
(i.e.; the decision level). At this stage, HCFA has received PHS' 
re~c,r.unendation~ reque.sting coverage and_ must determine whether HCFA 
agrees with. the decis.ion and where' coverage is appropriate, 
pub1isn the Department's decision. 

Table 5 

This: table monitors processing times for requests at various stages 
in t;pe Departmel'!t' s process. 

In ~:!'!~ iast month HCFA has reorganized and upgraded its procedures 
for reviewing coverage requests. Given tne time and resources 
necEissary to obtain ba'seline data (which was not readily available), 
HCFA developed these third and fourth quarter goals on the basis of 
disc:ussions with staff. The staff state that these goals are amoi
tious as they believe the time f_rarnes ·are significantly shorter than 
in 1:he past. HCFA proposes maintaining these goals throughout the 
rernuinder of FY 80 until it gains experience with the new proce
dures. MB concurs. • 

Pre!;ently, the HCFA goals only include the processing time for 
l'iCFi~'s central officei th':!y do not include the time regional offi
C':!S take to process requests and mail th':!rn to headquarters. HCFA 
sta•:es that by S':!ptember l, it will review the indicator and deter
mine~ whether it will include a regional co;nponent O"::' initiate basic 
changes in the procedures (i.e., have re,1uests sent directl:{ to 
headquarters). 

PHS has established a processing t: iiue 'JOa l of 12 months for 
req1iests it receives after May 15. This will be a substantial 
improvem':!nt, as the cumulative average processing time for req1.1e,sts 
completed through Hay 1s··was 20 months. 
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KEY PROCESS STEPS 

PHS and HCFA will negotiate targec daces fo~ completing action fer 
all high priority cases received prior to Hay ,15 and will negociace 
target dates for a.11 requests received after May 15· (June 10, 1980). 

HCFA will review its portion of this initiative to determine 
whether it should include a regional component in its review pro
cedure (September l, 1980). 

RESOURCES 
FY ao i.Jtrs. FY 80·1____;;2'-"-~ 3---.r--

-- -- -- --- Goal 
i?HS 

Oblisations ($000s) 

Program Tgt. l 63 66 133 
Act. 3 l 

Salaries & Tgt. 40 40 40 152 
.o: Expenses Act. 32 32 

Staff Years 
Headquarter1- Tgt. 1.4 1.4 1.4 5.4 

Act. 1.2 1.2 

Field Tgc. 0 
Act. 0 

HCFA 
FY 79 FY 80 Qtrs. FY 80 
Total _l__2___3__4_ Goal 

Oblisations ($000s) 

Salaries & Tgt. 36 36 144 
Expenses Act. 36 36 36 

Staff Years 
Headquarters Tgt. 10 12 10 

Act. 8 9 10 

Field Tgt. 
Act. HCFA will submit field resource 

data by July 15, 1980. 
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Ke,, Process Ste?S 

HC?A and ?HS have not yet negotiated target dates ~er co:~l~:ing 
action on hig,h pri9rity cases received prior to Ha~• 15 anci for- all 
issues received since May 15, but will do so by June 10. 

Resources 

PHS has not included the majority of resources it expen~s ~n this 
init:iative, (i.e., the staff time that NIH, FDA, and ADA:•!HA 
devoted to this effort). ?HS states ic is un~ble to provide thli 
inEormation beca~se it has no system to collect the data. 
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GRA..""ITS AfID PROCUREME?IT 

d 
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Initiative - Grants and Procurement 

Improve the management of obligations and award schedules for 
contracts and grants. 

INDICATORS 

Table l - Contracts and Grants Award Schedule 

FY 79 FY 80 Qtrs. FY 80 
Total _l__2__. _3_ _ 4_ Goal~ 

Contracts 
LE. 

Dollars Tgt. 195 315 265 882.8 
Awarded Act. 962 154.S 148.3 
($millions) 

Award$ as Tgt. 21.0 35.7 30.0 100 
% of FY 80 Act. 17.5 16.8 
tc,tal_l!! 

I.£ 

~~ 
LE.

Dollars Tgt. 547 915 1404 1256 4137 
Awarded Act. 3914 702 825 
( ~;millions) 

Gt·ant $ as Tgt. 13 22 34 30 100 
% of FY 80 Act. 17 20I.£
tc,tal/d 

f Table 2 - Other Contract Indicators 

FY 79 
~ 

FY 80 Qtrs. 
_1___2_ __3__4_ 

FY 80 
~ 

Competitive /a 
Prc>curements -
Cumulative ( % of 
c<>ntract $s) 

Tgt. 
Act. 47 29 

33 
37.3 

38 47 47 

Awards to Disadvantaged 
Buf;inesses (Smillions) 

M:lnority Tgt. 
Businesses Act. 29 13.6 

7.5 
10.8 

ll.4 11.s 43.9 

Small 
Businesses 

Tgt. 
Act. 281 67.2 

65.0 
66.l 

es. 65. 282.0 

W()men-owned 
Businesses 

Tgt. 
Act. 0 .1 

1.0 
1.0 

1.4 1.0 3.5 

Labor Surplus 
Ai~eas 

Tgt. 
Act. 70 29.7 

2.0 3.0 2.0 36.0 

a On y or contracts/procurements over s 0,000. 
J:i Total calculated using actuals to date plus targets for remaining 
- quarters. 
c Not applicable.
d Percentages calculated using target for the most recent estimate£ - of FY 80 total dollars awaraed. 
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OVi::RVIEW 

The Department has established a limit that a ?OC may not obligate 
more than 30% of its total FY 80 procurement obligations in the 
fourth quarter; and no more than 12% in each month of the fourth 
quarter. 

?HS has established a system to implement and enforce tnis require
ment. When third quarter obligations are corapleted, PHS will 
estaolish strict limits for fourth quarter obligations to ensure 
meeting the 30% cap. PHS is now collecting data on total procurement 
obligations and will use this complete information in determining the 
dolla::- amount necessary to meet the 30% cap. :,13 is conducting a 
review of PHS' obligation control points to ensure that ade~uate 
control procedures are in place. In FY 79, PHS awarded 32% of its 
contract obligations in the fourth quarter. 

Table l 

This data re_1;,resents a significant part of the obligations subject 
to the fourth quarter limitation described above. Based on the 
data presented, PHS awarded 34% of its contractural obligations in 
the first half of FY ao. This is slightly less (33~ vs. 34%) than 
originally planned. 

PHS has forwarded its FY 81 plan for contract award schedules. MB 
is currently analyzing this submission and will provide comments at 
the next PHS OMS conference. 

Table 2 

PHS' cu.-nulative competitive p::-ocurement rate over the first half of 
F"l 80 is 37.3!is. However, PHS' performance improves significantly 
if it excludes procurements where competition is precluded (e.g., 
Buy Indian Act purchases, Cooperative Health Statistics System 
awards, long term clinical trials). Segregating out these non
discretionary procu::-ements, ?HS competitively awarded 53.8% of its 
funds {on a c~~ulative basis) through the second quarter. 

PHS' proposed awards to small and disadvantaged businesses are 
consistent with Secretarially established goals. PHS has increased 
awards to disadvantaged businesses during the first six months of 
FY 80 to $24 million as compared with $5.8 million during the same 
period in FY 79. 

The significant reduction between FY 79 and FY 80 in awards to 
labor surplus areas (LSAs) is due to the Conte amendment which 
restricts the Department from targeting contracts to LSAs when 
these contracts would not substantially affect employraent levels. 
However, because of a large number of Indian Health Services 
construction awards in LSAs, PHS' awards in l~bor surplus areas for 
the first quarter exceed the Department's entire FY 80 goal of $23 
million. 
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lnitlaLlvo - I\Hlrmatlvo Act ion 

ln1provc thu 01n1Jloy1"cnt and promotion oppot"tunities of 11linotltics, w01ucn, and lho hl.l11<J lc~l'l•Ctl. 

!!!~ 

' of Pop. lrc:1•4th Otr. Accessions (II Ires I l•t·omot ions 
In tlS <Jndc Dcpt-wic.Ju Jrd & 4th • lncrcc1su Jrd & 4th ol l'op.
IJanll- FY 79 •1•ar11cts/l Ot~. 'l'qts. Fro,. FY 79/2 Otr., 'J.'yts. l'romot.cc.J/2-IIHWAIUCLJ 

GS IJ-15 
~ T<Jt. 0.4 
1•11u 'l'tJt. u. 4 lU.J 4.U 26 

1.1 Act, 

tlll ~-12 
~ 1'gt. B.4 
l'IIS Tgt. u. 4 36.0 2.0 25 

1.5 /let. 
tlS 1-0 
ii~ ~•gt. 9.6
rm; 1 Tgt. 6,0 7_1.0 2.0 25r 

1. 4 /let.h 

.l\SlJ\U~ 

tlll 1-U 
Ucpt. T9t. 2.u 
l'H!i 1'gt. 2. U 52.D • l.J 25 

• 8 Act, 

IIH~RJC/111 INUl/111:;lllLl\llKI\N tll\'l'JVES 

lUi ll-15 
~ 'rtJt. .7 
1•Iw 'l'~t. .7 41.7 .J4 25 

I.ti IICt. 

rn; 9-12 
Ucp_t. 'l'<Jt, ,7 
1'11!.i 'l'gL. .1 Jl.6 • 2 2h 

5.8 /let, 

c..rn 1-u 
~ 'l'(Jt, ,4 
PIILJ 'l'<Jl, ,4 56.U - .J 25 

llet. 
UauccJ on new hires only, 

~ Annual L"illC, 

'l'utal l::mploymunt 
UtJl'UC'tuulty T1_1Lu. 

n uu 
__J__ __4__ 

s. 0 5,U 

J. 7 J. 7 

J. 9 J.~ 

~ 
00 

2.u 2.U 

,4 .4 

.J4 ,H 

.J .J 

https://Dcpt-wic.Ju


ASPER and HD believe that PIIS has esta1Jlishec1 acceptal,le total employment opportunity (Lo., 
hiring plus promotions) goals for this inititative. With only one exce1,tion, PIW lws set hirin<J 
goals identical with· the Department's goa_ls. 

PUS has established employment opportunity targets for only those gi·auo bands and minority caLe
goL·ics where its employment representation is below the equivalent national civilian labor foL·cu 
percentagus. 

llISCU!Hliotl 

There are differences between the PIIS targets for total employment opportunities 1Jnd the 
Departmental goals (e.g., 5.0% vs. 8.4% for Hispanics In graues 13-15). 'l'he lle{>aL·tmental ~Joaln 
were dutcrmined based on estimates of the numl,er of years it would take the Uepartment to reach 
parity, through hiring, for a particular uiinority underepresenteu in a paL·ticular grade 1,and. l'U:i 
has developed goals which include both hires and promotions. As a consequence of includin'.I 1JL·o1uo
t ions, the combined target representing total employment opportunities usually l,eco1o1us lower th<1n 
the hiring rate target alone. '.Chis is particularly true in grade IJands where cun·ent minol"ity 
representation is very low. As an underepresented minority becomes more numerous, the llL·o1110Lion -..J 
opportunities for that group will increase, and the coml,inetl targets should approach the t 
Departmental targets. PIIS projects that achieving its hit·ing and promotion t1Jrgets will en<11.Jlu it 
to meet the Departmental timeframes for· reaching parity in various grade l,w1du. (IIO'l"E: PIW 
l,elieves that promotion of more than 26'i of any group in any grade band in one year is nut 
feasible. This is more than double PUS' current promotion rate for some grade 1,ancls. Setting 
h iyher pr.emotion goals would guncrally be incons is tent with personnel pol icy for reasons of merit 
au well as its effect on grade inflation). 

PUS states it would have difficulty achieving its hiring goals in some categories if PUS ex{>erien
.:es moL·e hiring opportunities than expected, because PIIS 1,elicves thore is an U(>per limit on thu 
al,solute number of certain minorities that it could recruit. 'l'his in especially true for 
Hispanics since: 1) the civilian labor force L·ate for Hispanics in the <JeO<Jt·aphic aL·eas whet·c most 
openings will occur is consiuerably lower than the national ratu (2. 0'6 vs. 4.2t)J and 2) the job 
classifications in which most of the opportunities will occur aL·o in patient care ficll.ls which 
have historically low minority revresentation. 

The only l'US hiring goal which is not identical to the Deparlment-wiue goal is for Uispanic:.; "in 
the GS 1-0 gL·ade range. 1'11::l believes it would be extremely difJ:icult to locate a large enoul.Jh 
numl.Jcr of Uispanim; in this grade 1,and to achieve a !l.6\ hiring rate. 1'11::l nl:.;o points out th .. t 
achieving its proposed 6.0% rate will result in an increase of 71% in the curn,nt population 1:ro111 
~•y 79 levels. , 

For FY Bl, ASl'lrn will calculat«,? the Departmcnt-wil.le tat·<Jets to include the effect of promotions. 

https://Departmcnt-wil.le
https://enoul.Jh
https://ficll.ls


lnlliatlvc: - /\ff h.·mntivo Action 

l111provo the employment nnd 1,t·o111otlon 01>1>ortunities of minoritlos, women, ancJ thu han,licul'(H!d. 

llllllCIWOll!l 
'l'otal l::111~luymcnt 

I of l'op, 3rd~Hh Qtr. /\cccsaions llirota) 1•ruruotions 01'1'0rtunity 'l'1_1tu. 
in us urada Dept-wide rt.I ' 4Lh" I IncrcLISC: 3rd L 4th \ ot Poi,. H UU 
lJnnd-FY 79 'l'a r<1e tu/ l Otr. 'l'qts. From FY "/9/2 Ulr. 'l'qtu. l>l:'umutct..1/:l: __J__ --~-

~ 

GS 13-15 
Tgt. 10. l 

PIIS '!'gt. 10.1 5. 4 14,b 25 1).5 lJ. !i 
~ 

7.2 Act. 
!!Q!!!lli 

GS 13-15 
'l'gt. 41, 7 

l'llil •rqt. 41. 7 u.o 3J. I 20 J5.:? vl~ 
020,3 Act. 

lllllllllClll'l'llll 

'l'ljt. 4.0 
1'gt. 4,0 26.B 1.1 1.u I. u 

• 005 Act . 

...fJS 9-12 
~ T\lt, 4.0 
PIW 1'gl. 4,0 61.0 .6 25 l.!.1 

. U04 Act • 

'l'yt, 4.0 
'fgt. 4.0 uo.o I. I 

• 7 /let.
Z! Ut.1noc1 cm nc.:w hlrou only.
f.l. l\1111ut1l rat.c:, 
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Table 1 (continued) 

No additonal comments. 
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STATUS OF ACTION p:'_E!-fS 
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Appencix 

S:.'ATUS OF ACTION ITE:•IS FROM PHS OMS MEETI:lG HELD ON APRIL 9 & 10 

m10 

Action Item iil 

By April 30, PHS will submit to the Secretary an objective to 
increase the number of CHCs converted to HMOs. 

Status: 

PHS subraitted its proposal on :-tay 12, ':'hrou,Jh FY 82, PHS proposes: 
l) converting 8 existing pre-paid comraunity health centers (CHCs} 
to qualified HMO's; 2) completing feasibility studies at 18 pre-paid 
and fee-for-service CHCs; 3) completing HHO planning grant activity 
at 18 pre-paid and fee-for-service CHCs; and 4) completing Hi-1O ini
tial development activity at 8 existing fee-for-service CHCs. At 
the next Oi-!S meeting in July we will include this initiative for your 
review. MB recommends that you provisionally approve these targets, 
pending a complete review by you or the Gnder Secretary at the next 
PHS OHS meeting in July. 

G!HC 

1'.ction Item i12 

E,y Apri.1. 30, PHS will submit to the Secretary a inemorandum which 
describes the CMHC program and outlines the major actions llIMH is 
t.aking to improve CMHC's program performance in FY 80. These 
actions will be stated in such a way that NIHH could include them 
as OMS indicators or supporting process steps. 

Status: 

PHS subraitted a background memorandum on May 12 and a list of indica
tors on May 27. ES is in the process of circulating the 111emorandum 
,rnd expects to forward it to you shortly, Dr. Richmond and PHS staff 
will discuss the proposed indicators and targets, Highlights are at 
~~ab B. 

E'DA 

Action Item !13 

Ily May 30, FDA will submit a report to the Secretary on the 
,Lctions it will take to classify NDAs (for purposes of monitoring 
processing times) for at least two segments: l) from receipt of an 

,application to the time an applicaton is complete; and 2) from the 
point an application is complete until FDA approves/disapproves 
t:he application. 

PHS submitted a memorandum on May 30. FDA recommended that it not 
t:rack NDAs by these categories. MB and ASPE agree with PHS' rationale 
that it would not be meaningful to classify NDAs as initially • 
requested. At the PHS OMS meeting in July, we will schedule a 
discussion of this issue. 
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Sy April 30, PHS will report to the Secretary on the feasibility anc 
utility of adding accidents as a variable ir. calculatin~ its i~pair
ment index for I~dians. 

Status: 

PHS submitted its response on May 12. !J:i:AAA is addi.ng acciaents to 
its reporting form and will begin to use this revised forr.i by 
October 1, 1980. 

IHS/lHrlAA 

Action Item 115 

By June 15, PHS (with assistance from MB) will report to the 
Secretary on the degree to which it is useful and/or 2ractical to 
ensure that all Indian alcoholism projects have sir.iilar management 
systems and use identical data reporting forms. 

Item not yet due. PES and XB staff are meeting regularly to resolve 
issues. PHS expects to submit the report on time. 

IHS 

Action Item #6 

By April 30, PHS will forward to the Secretary a complete list of 
performance indicators (including BCHS's indicators which could be 
adopted) which IHS could report to the Secretary on a q~arterly or 
semi-annual basis, and will specify for which of these indicators 
IHS has negotiated goals with area offices/clinics/tri~es. PHS 
should also indicate which specific indicators and targets from 
this list they propose for Secretarial tracking. 

Status: 

PHS subraitted its response on Hay 12. IHS proposed a additional 
indicators which are discussed in the briefing material (pa<JeS A-2 
and A-3). 

Action I::em #7 

By April 30, IHS will provide estimates of resources it incends to 
expend in FY ao related to its OHS initiative. 

Status: 

PHS submitted a partial response on Hay 12. PHS has requested an 
extension until June 30 to obtain and analyze data regarding obliga
tions and personnel expenditures for clinical services, ;.ia su2ports 
the request for an extension, given the effort I<iS will have to expen,: 
to ,;;xtract the relevant data from existing personnel and financial 
accounting systems. 
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i' Action Item ~a 
By April 30, NIOSH will report to the Secretary whether it can 
achieve its OMS goals with its present stafE and resQurces. If not, 
PHS will revise the targets accordingly. 

Status: 

Submitted May 12. NIOSH lowered its goal for the number of health 
hazard evaluations it would complete by 15% (from 177 to 150) to 
account for the hiring freeze and budget reductions. MB believes 
this revision is reasonable. At the July PHS OMS meeting, PHS will 
discuss this issue in more detail. 

Action Item 119 

By October 15, PHS will propose to the Secretary impact indicators 
for health hdzards evaluations and the dates by which it proposes to 
i:st:i.blish a data system to measure impact, report baseline data, and 
establish quarterly targets. 

Status: 

Action Item pot yet due. 

Action Item ~10 

By April 25, OGC will forward a memorandum to CDC describing its 
opinion -on whether NIOSH may establish cooperative agreements with 
private entities to have them conduct substantial portions of health 
haz;,1rds evaluations. 

Status: 

Submitted April 25. It is OGC's opinion that NIOSH may use 
cooperative agreements, on a demonstration basis, to conduct health 
haz,trd evaluations. 

Toxi.cology 

. Action Item ill 

By l~pril 30, PHS will submit to the Secretary three sets of goals 
for testing of toxic chemicals based on three different resource 
assumptions (i.e., if the hiring freeze extends for 3 months, 6 
months, or continues indefinitely). 

Sta'tus: 

PHS sul:>mitted a memorandum on May 15 regarding the impact of the 
frei2ze on the National Toxicology Program (NTP). A six month freeze 
or indefinite freeze would reduce by half the number of new car
cinogenic tests which PHS could begin in FY 80, FY 81, and FY 82 
(i.Ei., from 80 tests to 40 per year). The freeze would also affect 
the development and validation of short term tests for carcinogenicity 
and NTP's ability to respond to such issues as Agent Orange, and the 
Lov,2 Canal. This issue will be discussed fully at the July meeting. 
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Act:ion Iter.i ;;12 

By June 15, ?HS will report to the Secretary on the steps it nas 
taken, including tying reporting requirements to funding, co ensure 
States report all in:::ormation regarding capital expenditur.e appro
vals and bed appro~als within a fixed ~imeframe. 

Status: 

Action Item not yet due. !?HS expects to meet due date. 

Action Item i;l3 

By }lay 1, ?HS will forward a memorandum to the Secretary describing 
the ef::ects on other PHS programs (CHCs, CMHCs) if, fer various 
reasons includi:ig funding reductions, SH?D;;s do not re-acn full 
des·ignation by the date required in legislat:ion. l?HS should in.elude 
options for addressing this potential problem. 

Status: 

l?HS submitted a memorandum on May 7. ES is, circulating the meraoran
cum and expect,; to forward it to you by May 30, 1980. 

OHCTR 

Action Item ;il4 

By May 15, l?HS will subm~t -a- report: 1) with semi-annual taigets for 
the nuraber of coverage requests it will complete (but will report 
quarterly); 2) classifying, with. HCFA, all coverage requests 
(received after May 15) into ca,tegories of priority for action; and 
3) establishing processing tiiae targets for completing the less 
complex requests received after May 15. 

Status: 

l?HS and HCFA have satisfied most of these requirements, as described 
in Tab c. However, PHS and HCFA will require an extension until 
June 10, to establish target completion dates for high priority 
requests and those requests it receives after May 15. 

Other 

Action Item ;;15 

By ~lay 15, ASPER, after meeting with the Under Secretary and MB, will 
forward to the Secretary an information memorandum on the precise wavsi 
that OMS targets will be reflected in HHS perforraance appraisals. - i

I 
Status: 

On May 22, you signed a memorandum to all senior depar~uental offi
cials which described the necessary linkages between OMS and the per
formance appraisal process. Related to this effort, ~lr. Miller and 
Mr. Behen personall~ reviewed the performance plans of 25 senior 
r.ianagers throughout l?HS to determine whether their plans contain 
objectives and standards which correspond to their OMS initiatives. 
They will be prepared to discuss the results of this review at the 
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Exhibit 12 

II~alth Starr1ps,- lVlaybe?-· 
llyGordoµK.MacLeod t;:j f :...,•. :' .., .. 

j•fl ;-:;1~u1u.;,;,--su,:ct•;,.::in u . .: i;tr► 
cx,ry otorc with io"'1 stamps for tho 
needy po,;cs 1111 obvlO\l.!I question: Why 
r..:it health stamps? 

WIU1 llealUt stamps, competition 
coul<l llourl:dt anew. M1111y physlcl1111S 
and\ OU1era l!!tw criticized tl\e lne_l!ee
Uvmess .or.• Government regulation 
llmlllgh professlonnl otnndnnls rcYlew 
orgnn!zlltlona. No one has yet-,pro
poooo grocery Btamhtnls n.-vlcw or, 
garJ!z.utlons to· tally ewry purchase. 
Fll(Jd &tamps nre simply accepted lo 
lle,.1 ol cash payment with relmburs&
mc.nt at fair market pJicc.s. 

lilealth-care utlllmtlon patterns arc 
•blgbly predictable In large population 
groups. Surveys s ,ow that about 25 
percent or nil !he people use 75 pe!"""'t 
of health sen-Ices, Admittedly, exces. 
stv,, ullllmtlon occur.,, but costs from 
such excesses mny be offset by stimu
lating competition to lower uUllmtlon 
be!•,.een and among a vnrlety 9f 
health-care providers. 

_since health stamps or scrip would 
certainly reduce the need for bureau-

,eraUc C1111trol In paying physlclnns and 
l1uspllals, !he tncc-Jerk ~~ ol 
regUIULUa.1. WuUlll 00 10 cau imm1..-w-
0tcly" for governmental control or !ho 
quallty of health cnre. Dut no one has 

found'out yet· how'·to meusuro Ulllt 
qunllty or ta!'), To·dli10,'!he best Ind!, 
rect meusurement or such quality la 
Iha Improving he4llh status of tho 
Ari1erlcnn people. 

Most regulatory policies that shapa 
our health-care oystem are bnsed on 
considerations other than , health 
status, It was Gowmment regulation 
or hospitals !hat led to !he frenzied de
m1111d for more control ·over health
cnre servlcc.s both inside and·outslde 
the hospital, The Government appears 
to be more Interested In monitoring 
1he physlclnn' tllan • In patient cnre. 
Present reimbursement mechanisms 
support !he re<l tape of a bloated regu
latory process. 

llealth stamps for the needy could 
stimulate COU1petltlon among primn, 
ry-care physicians. Direct payment by 
health stamps could lower rates for 
hospital emergency-room care In re
·sponse to ,market fo""r3, .Moreover, 
_tl)o pat1eni. paying fo, prjmory-caro 
se,vl~ ,with'· health: stamps ellml, 
.na11n·' 1111 U10 USOless paperwork DI)\\' 
required by Medicaid. 

A relative value scale could be es
tablished for referrals for Increasingly 
complex services. tnstead or Gavem
mcnt's setting the fee schedule, those 
physlclllllS wllllng to accept heqlth 
stamps 'lnlllld negotiate basic fees 1111o 
nually or biennially, A similar ar, 
rangement could be entertained for 
hospitals; Those hospitals wllllng to 
accept scrip would negotiate per diem 
mtes wl th Insurers. If agreement on 
thq fee schedule Is not reached by a 
certain dnto, decision could !Jo mode 
by loL Under such an agreement, all 
J>D:rtlclpatlng physicians nnd hospitals 
-would ngreo to accept heulth stumps 
orscrlp. 

It Is high time to begin deregulating 
!he health-care Industry. llealU, 
stamps or scrip are a step In U1at di
rection although many details will 
need to be worked out. Dllllons or tax
payers' 'dollars could bo sav..od by 
elimlruitlng regulations that have IIUI 
or no ellect on the quality or healtl1 ir 
C¥1'C-

.Gordon K. MacL<?od, M.D., is pro/01 
sor of heo!Ui services admlnlslralla 
ar the" Graduate Sc/tool of Publu 
Heallh and Is D!soclare cllnlcal prof es 
sor of m•dicine al tl1e School of Med 
cine, U11iversity ofPills burgh. 

Health stamps or script would reduce the need for bureaucratic control 
in :paying physicians and hospitals; stimulate competition ~mon~ rri~ary-care 
physicians; lower the rates for hospital emergency-room earn and also 
eliminate useless roperwork now required by medicaid. Additionally, health 
stamps would be a step in the direction of eliminating re~ulations that 
have little or no effect on the quality of health care, thereby saving 
billions of tax payers' dollars, 
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EXECUTIVE SUMMARY 

Consumer Choice Health.Plan (CCHP): An Approach to National Health 
Insurance (NHI) Based on Regulated Competition in the Private Sector. 

I. MAIN IDEAS 

1. Controllable Subsidies Based on Need. Government would help people 
enroll in and pay for a private health benefits plan (insurance, HMO, 
etc.) with tax credits or vouchers whose amounts are based on actuarial 
category and, for the poor, financial need, and which are usable only 
for premiums in qualified health plans. A typical tax credit for a 
middle income family of four might be $800; a typical voucher for a 
poor family might be $1,350. Government would seek to phase out its 
open-ended commitment to third-party reimbursement insurance that is 
now a main cause of inflation. 

2. Competing Alternatives and Informed Choice. Rules would assure that 
all people have a choice among competing alternatives (which few have 
today); that they have good information on which to base their choice; 
that competition emphasizes scope of benefits, quality of services and 
total cost (as opposed to today's emphasis on preferred risk selection, 
minimizing only administrative cost, etc.). 

3. Equity and Incentives for Economy. CCHP is aimed at correcting 
today's cost increasing incentives. It takes money now used to sub
sidize people's choice of more costly systems of care (i.e. the unlimited 
exclusion of employer contributions from taxable income, and Medicare 
and Medicaid's cost-reimbursement), and uses it to raise the floor for 
the least well covered. It gives consumers an incentive to seek out 
systems that provide care economically by letting them keep the savings. 
Although Government would assure that people have enough money to enroll 
in a good plan, beyond the subsidy level the economically self-sufficient 
would be using their own (net after-tax) money, which should motivate 
them to seek value for it. 

4. Based on Functioning Programs. CCHP is modeled after the Federal 
Employees Health Benefits Program (FEHBP) now serving 10.5 million 
people, and similar non-Federal programs; it extends to the whole popu
lation and to all qualifying health plans its proven principles of 
competition, multiple choice, private underwriting and management, 
and periodic govermnent-supervised open enrollment. 

II. SPECIFIC COMPONENTS 

A. Financing 

l. Tax credit. The present exclusion of employer and deductibility of 
employee contributions to health insurance and deductibility of medical 
expenses from taxable income (now costing about $10.1 billion including 

i 
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payroll taxes) would be replaced by a tax credit based on actuarial 
category (e.g. non-aged family of four). That is, the present open
ended tax subsidy of roughly 30% of health insurance costs up to 
any level would be replaced by a 100% subsidy up to a predetermined 
level with no subsidy above that. 

2. Vouchers for Medicaid. Medicaid would be replaced by a system of 
vouchers for premium payments to qualified health benefits plans, 
integrated with reformed welfare, and reaching 100% of actuarial cost 
of basic benefits in the case of the poor. 

3. Freedom of Choice in Medicare. The Medicare law would be changed 
to permit each beneficiary to have his Adjusted Average Per Capita Cost 
paid to the qualified health plan of his choice as a fixed prospective 
periodic payment. {Conventional Medicare would be retained for those 
who choose it. A voucher would supplement Medicare for poor benefi
ciaries.) 

B. Pro-Competitive Regulatory Framework 

1. Open Enrollment, through an annual government-managed open-season, 
would enhance competition and assure everybody access to all qualified 
plans in their area. 

2. Community Rating, i.e., premiums equal for all persons in the same 
actuarial category enrolled for th~ same benefits in the same area 
would preclude prohibitive rates for poor risks and would spread health 
care costs over the total population. 

3. Rating by Market Area would "internalize" costs of health services 
by NHI market area to give local regulators incentives for cost control 
and eliminate anti-competitive cross-subsidies. (Today, because the cost 
of operating unneeded health facilities is paid mostly from outside their 
area, while the jobs are inside their area, local regulators have little 
incentive to close them.) 

4. Low Option. Qualified plans must offer a "low option" limited to 
the basic benefits defined in the NHI law (to prevent plans from limiting 
membership to the well-to-do by offering only plans with costly supple
mental benefits). 

5. Msximu • ,- t • use cost-
sharing bu 1ily) out-of-
pocket out full protection 
against ca bankruptcies." 

6. Health ' ry member would 
serve seve: minate questions 
of payment .J 
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7. Information Disclosure would help consumers judge the merits of 
alternative plans and help assure public confidence. Data would 
include patterns of utilization, availability of services, and total 
per capita cost including premiums and out-of-pocket costs. 

8. Grievance Procedures would be required to provide a forum for 
resolving disputes. 

9. Compatibility with Economic Controls. Physician fee and hospital 
cost controls could be implemented through CCHP by making compliance 
a condition for a plan to be qualified. However, the experience with 
economic regulation generally has been that it protects producers from 
competition and raises rather than lowers costs to consumers. 

C. Other 

1. Flexibility in Benefits. CCHP principles could be adapted to any benefit 
package and eligibility definition under consideration for NHI. 

2. Flexibility in Administration. CCHP could be administered entir~ly 
by the Federal Government or jointly with the States. 

3. Reliance on Existing Resources for Financing and Administration. 
CCHP would provide a continuing substantial role in health financing 
for employers and health and welfare funds. 

III. GOALS 

A. Short Term 

1. Equity in the Use of Public Funds. Today Medicare and the tax
subsidies pay more for people with more income and who are better insured; 
CCHP would pay more to people in greater medical and financial need. 

2. Motivate Efficiency by Changing Financial Incentives. 

3. C=etition and Informed Choice. Each consumer would have a choice 
from among competing alternatives and more and better information to 
help him make a wise choice. 

4. Continuity of Coverage. Assure each person continuity of coverage 
in the same health plan regardless of job status. (Today loss of job 
generally means loss of health coverage and change of job means change 
of coverage.) 

B. Long Term 

1. Improve Access to Care. Access (financial, geographic, social) for 
every American to comprehensive health care services of good quality, 
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willingly provided, and with a freedom of choice that respects each 
person's preferences. 

2. Delivery System Reform. Transformation of the health care delivery 
system into competing organized systems that reward providers for offer
ing high quality but cost-effective care. Confidence that this would 
happen is based on the demonstrated economic superiority of the leading 
prototype HMO's and other efficient organized systems of health care 
delivery. What is needed is for the government to correct the,anti-HMO 
biases in the tax laws, Medicare law, HMO Act, and other laws and 
programs, and systematically create the conditions for a fair market 
test among competing alternatives. 

3. Personal Choice in Use of Resources. CCHP would let spending for 
personal health care services be set in the marketplace on the basis 
of individual priorities rather than being set in a political process. 

IV. COSTS 

The long term effects on total health services apending of CCHP or any 
other NHI plan are impossible to estimate. However, there is much 
reason to believe that CCHP's incentives approach would restrain long
term cost growth more effectively than any other approach to NHI. As for 
short-term costs to the Federal Budget, CCHP is flexible and could be 
implemented at various levels of subsidy. A "full" version of CCHP with 
tax credits of 60% of Actuarial Cost for the non-poor, rising to 
to 100% for the poor,would have a net cost to the Federal Budget at 
FY 1978 prices of about $22.4 billion, not counting any changes in Medi
care. '!his compares to roughly $50 billion for a universal government
run, third-party reimbursement system ("Kennedy-Mills") or $90 billion 
for Health Security. (The gross cost of the tax-credits and vouchers 
would be roughly $4·6.2 billion, offset by $'23'.8 billion in saved "tax 
expenditures," replaced Federal Medicaid, and other programs.) 

v. PHASING IN CCHP 

CCHP is a flexible concept, not an "all or none" proposal. It can be 
phased in. For example, a version with a tax credit equal to 30% of 
actuarial cost (AC) for the non-poor, raised on a sliding scale to 100% 
of AC at the income-guarantee level ($4,200 for a family of four) would 
have a net cost in·FY 1978 prices of $3.l billion. The credit could be 
raised, e._g., 2.5 percentage points per year over 12 years, until the 
tax credit reached 60%, at an annual increase in outlay of about $1.6 
billion. 
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DRAFT 
September 22, 1977 

MEMORANDUM FOR SECRETARY CALIFANO 

FRCM: ALAIN ENTHOVEN 

SUBJECT: NATIONAL HEALTH INSURANCE (NHI)* 

" .•.We must have a comprehensive program of national 
health insurance••.. The coverage must be universal 
and mandatory•... freedom of choice in the selection 
of a physician and treatment center ..• will always 
be maintained... • We must phase in the program as 
rapidly as revenues permit, helping first those who 
most need help, and achieving a comprehensive program 
well-defined in the end...• We must encourage ••• 
alternative delivery systems such as health maintenance 
organizations and rural group practices .•.• I support 
organized approaches to delivery of services .•.. 
Incentives for reforms in the health care delivery 
system and for increased productivity must be developed . 
... Incentives ~or the reorganization of the delivery of 
health care must be built into the payment mechanism . 
... It is not requ:lred that the government run the entire 
health care program in our -country--! would not favor that." 

Jimmy Carter 
April and October, 1976 

I. GOAIS 

This memorandum outlines what I believe is the best strategy to move us 
toward the goal of access (financial, geographic, and social) for every 
American to comprehensive health care services of good quality, willingly 
provided, and with freedom of choice that respects each person's preferences. 
Our society also has other pressing needs: helping the poor, rebuilding cities, 
energy conservation, environmental protection, and ·investment incentives to 
create jobs. So the care we seek must be cost-effective. 

To achieve our health c·are goals at a cost in balance with other goals, 
we need to reorganize the delivery system. The Government cannot do that 
directly. People would resist such changes involuntarily imposed. But 
Government can change the underlying economic incentives so that consumers and 

*To reconcile the need for a concise overall statement with the need for 
documentation and detailed explanation of many points, I have made liberal use 
of appendices which are referred to in the text by nµmerical ·superscripts. I 
suggest you read the Memorandum first without consulting the appendices, and 
then return to the appendices on any particular points on which you have questions. 
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providers of care can benefit from seeking out and joining cost-effective 
organized systems (e.g., Health Maintenance Organizations and the like). 
The delivery system would then be forced to reorganize itself in response 
to a market of consumers who are seeking out and choosing what is in their 
own best interest. Because the distinctive idea of this NHI proposal is to 
let consumer preferences guide the reorganization of the system, I have 
called it "Consumer Choice Health Plan (CCHP). 11 

II. INFLATION AND INEQUITY TODAY 

1. Main Problems. Real (i.e., net of general inflation) per capita 
spending on health care increased 79 per cent from 1965 to 1976; on hospital 
care it increased 110 per cent. As a per cent of GNP, health care went from 
5.9 to 8.6 per cent. There are good reasons for much of this: the growth in 
public and private insurance coverage brought access to many who previously 
did not have it, especially the aged and the poor,; advances in technology 
increased the power of medicine to prolong life and enhance its quality; the 
population aged; the health care system to.ok on new assignments (e.g., in 
mental health, alcohol and drug abuse);, the pay of health care workers was 
brought up to the level of other industries; rising incanes and expectations 
increased consumer demand for health care services. Our present concern with 
the growth in_ spending should not mislead us into thinking it is all bad. 

But, especially in recent years, the increase has far exceeded what could 
be justified on these grounds. Hospital charges and physician fees rose faster 
than the CPI. Health workers' pay overshot equality with other industries.l 
There is great inefficiency, e.g., duplication of costly underutilized faci
lities. Wide variations in the per capita consumption of various costly health 
services (e.g., hospi talizatlon and surgery) among similar populations, without 
any apparent difference in medical need or health outcome, suggest that there 
is much spending that yields no significant benefit in terms of health. 1 
People might be just as healthy with half as much hospitalization. 

While the nation is spending more, some people are enjoying the benefits 
less. Gaps in coverage leave some unprotected fmmheavy financial burdens, 
others protected only after medical costs have made them poor. Public funds 
(including tax subsidies) do more for the well-protected well-to-do than for 
the working poor who need help more. Also there is uneven geographic dis
tribution, leaving many rural and inner-city residents poorly served while 
there are too many doctors in some well-to-do areas. 

2. Causes of Inflation and Inequity. The main cause of the unjustified 
and unnecessary increase in costs is the canplex of perverse incentives in
herent in the tax-supported system of fee-for-service for doctors, cost
reimbursement for hospitals, and third-party intermediaries to protect consu
mers. Fee-for-service rewards the doctor for providing more and more costly 
services' whether or not more is necessary or beneficial to the patient. Cost
reimbursement rewards the hospital with more revenue for generating more costs. 
Indeed, a hospital administrator who seriously pursued cost cutting, e.g. by 
instituting Ughter controls on surgery and laboratory use and avoiding buying 
costly diagnostic equipment by referring patients to other hospitals,would be 
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punished by a loss in revenue (Medicare and Medicaid would cut him dollar for 
dollar), and a loss in physician staff and,therefore, patients. Third-party 
reimbursement leaves the consumer with, at most, a weak financial incentive 
to question the need for or value of services or to seek out a less costly 
provider or style. of care. 

These incentives are reinforced by the demands and expectations of 
anxious patients, the prestige associated with costly technological care, 
the malpractice induced need for "defensive medicine," and the government
inspired proliferation of health manpower--especially physicians. Thus, the 
financing system rewards cost·-increasing behavior and provides no incentive for 
economy. At the same time, it is inequitable. Medicare and Medicaid are among 
the worst offenders. 

(a) Medicare pays more on behalf of the people who choose more costly 
systems of care. For example, in 1970, Medicare paid $202 per capita 
on behalf of beneficiaries cared for by cost-effective Group Health 
Cooperative of Puget Sound, but paid $356, or 76 per cent more, on 
behalf of similar beneficiaries in the same area who got their care 
from the fee-for-service sector. Medicare pays more to doctors who 
charge more and more to hospitals that cost more. At the same time, 
Medicare pays more on behalf of rich than poor (because they live 
in better-served areas and can more easily afford the coinsurance), 
white than black, well-served than underserved. 

(b) Medicaid, which also relies almost entirely on third-party, fee-for
service and cost-reimbursement, is particularly vulnerable to fraud 
and abuse. Its beneficiaries are particularly unlikely to be able 
to judge the need for or value of services provided to them, and are 
less motivated to weigh the value against the cost because they 
are not spending their own money. As President Carter said last year, 
"Medicaid has become a national scandal. It is being bilked of 
millions of dollars by charlatans." 

(c) Tax-subsidized private insurance, with no limit on tax-free employer 
contributions, subsidizes employee decisions to select more costly 
health care systems, and encourages employee pressure for rich 
employer-paid benefits. (Most of the roughly $10.1 billion FY 1978 
"tax expenditures"--including payroll taxes-- is about a 30% subsidy 
of health insurance. 21) This tax system also provides more subsidy for 
better paid and covered than for poorly paid and covered people. 

These incentives also help to defeat regulation and local efforts at 
cost containment. Why should a Health Systems Agency or a Board of County 
Supervisors defy local pressures and force the closing of an unneeded hospital, 
with loss of jobs, when most of the extra costs of keeping it open are paid 
from outside their area? 

Thus, the increase in health care spending is a serious problem, but not 
because more spending is bad in itself. Indeed, if the spending were all on 
necessary, cost-effective care yielding significant benefits for the quality of 
people's lives (and much of it is), we would be celebrating it. Rather, it is 
a problem because: 
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(a) The financing system does not inspire confidence that resources 
are being used wisely, and examples of waste abound; and 

(b) Medical care costs are straining public finances at every level 
of government, and are forcing cutbacks in services to the needy. 
Public sector spending rose from $9.5 billion, or 25 per cent of the 
total, in 1965 to $59 billion, or 42' per cent of the total, in 1976. 
More than half of this is in open-ended, third-party reimbursement 
programs in which government spending is not controllable. Medicare 
outlays are increasing 47 per cent from FY 1976 to FY 1978. 

3. Lack of Competition and Choice, There are competitive elements in 
the health care industry. For example, insurance companies compete with 
each other, and with self-insurance, for group contracts, by offering lower 
administrative costs. But there is very little competition to produce 
services more efficiently or offer a less costly style of care, and pass the 
savings on to consumers. Most workers are offered a single health insurance 
plan by their employer or Health and Welfare Fund (HWF), usually a third-party 
reimbursement plan: (The Health Maintenance Organization Act was intended to 
open up employee groups to HMOs by mandating dual choice, but the qualification 
process has been bogged down in HEW, and many employers are holding back on 
offering HMOs until they are qualified.) 1ij 

The Medicare law has a complex provision for paying HMOs, but it is 
based on retrospective cost-finding, includes an implicit tax on HMOs, and 
has not been put into operation. So Medicare beneficiaries are stuck with 
a third-party, cost-reimbursement system; they cannot choose a more efficient 
system and realize the savings for themselves. 

While the fee-for-service, third-party reimbursement system offers the 
patient a free choice among doctors and hospitals in his community, it does 
not offer him the alternative of keeping much of the savings he would generate 
by choosing effective but less costly care. The premiums and charges he must 
pay reflect the cost-generating behavior of doctors and hospitals in his 
community and the experience of his insured group. His choice of doctors and 
hospitals is generally limited to those who work within the framework of the 
cost-increasing incentives. If he would prefer, for example, a system that 
used half as much hospitalization per capita, in exchange for more home care 
or better access to ambulatory care, at an equal per capita cost, the third
party, fee-for-service system would not be able to offer it to him. 

4. Other Market Imperfections. In addition to these barriers to 
desirable competition, consumers today generally have poor information about 
health care alternatives, They must rely on physicians, who often have a 
financial interest in more costly care, for information on benefits of 
proposed treatments. There is great uncertainty about these benefits in many 
cases. There are many restrictive laws and practices. 

Geographic and specialty maldistribution of physicians are exacerbated 
by third-party, fee-for-service financing, which creates an open-ended demand 
for subspecialty care in well-to-do areas, and little incentive to offer 
primary care in inner city or rural areas. 
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5. The Physicians' Role. Physicians receive only about 20 per cent of 
the health care dollar, but they control or influence most of the rest. Even 
though it may not appear so on an or$anization chart, phyaicians a~e the 
primary decision-makers in our health care system. But the present structure 
of the industry imposes very little responsibility on them for the economic 
consequences of their health care decisions. Their education and professional 
attitudes combine with the financial incentives and other factors such as the 
malpractice threat, to minimize concern over cost and to foster cost-increasing 
behavior. If the managers of a sys.tem are not concerned with cost-effec.tiveness, 
the system will not be cost-effective. 

6. Discontinuities in Coverage. Most pr-ivate health insurance is provided 
as an employment-related fringe benefit--a system that wor_ks reasonably well 
for a large portion of our economically self-sufficient population with job 
stability (except that, as noted above, the limit, on employer health plan 
offerings is a key barrier to competition and consumer choic~). However, the 
employment health insurance linkage is not compatible with an effective uni
versal system because: people lose their coverage when they lose their jobs; 
job changes commonly require health coverage changes, with breaks in continuity 
of coverage and care and nonproductive administrative costs; it is very difficult 
to arrange good coverage for persons in marginal industries or with seasonal, 
intermittent, or otherwise unstable employment; employer-employee financing is 
regressive; without mandated coverage the low-paid who often need the most 
protection gets the least; and with mandated coverage, in addition to great 
administrative problems for workers with unstable employment, the eco_nomic 
burden would fall heaviest on the lowest paid and provide a strong disincentive 
for employing marginal workers. 

In a society that agrees that everyone should have financiel access to a 
decent level of health care, it makes no sense to have a system in which many 
people lose their coverage when they lose their jobs, while many others lose 
their Medicaid eligibility when they get even a poorly paid job. Cycling in 
and out of Medicaid eligibility with income changes produces hardship and work 
disincentives for the poor, and heavy non-productive administrative burdens 
for States, counties, and providers. As incomes fluctuate, contributions, 
not eligibility, should vary with ability to pay. Everyone's health care 
coverage should be continuous. 

27. Regulation Won't Make Things Better. In recent years, the main line 
of Government policy has been to attack the problems created by inappropriate ' 
incentives with various forms of regulation, e.g. planning controls on hospital 
capacity, controls on hospital prices and spending, controls on hospital utili
zation, and controls on physician fees. The weight of evidence, based on 
experience in many other industries, as well as in health care, supports the 
view that such regulation is likely to raise costs and retard beneficial 
innovation. 

A great deal of regulation of health services is inevitable. And in some 
fields, regulation is used to maintain competition, e.g. the Securities and 
Exchange Commission. Indeed, a key part of CCHP is pro-competitive regulation. 
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The issue, then is not regulation in general; it is the specific types of 
regulation and their likely consequences. The point here is that direct 
controls on costs, in opposition to the basic ,financial incentives, are 
not likely to make things better. 

In the long run, price regulation amounts to cost-reimbursement and has 
the same incentives. Regulation tends to protect regulated firms whenever 
competition or technological change threatens established positions within 
the industry. Regulators often see the purpose of the price structure as 
providing a mechanism for subsidizing some groups at the expense of others, 
rather than as a mechanism for offering incentives to buyers and sellers to 
make economical choices. The main reason hospitals favor regulation is that 
it would function as a cartel to protect them from buyers who want to cut 
costs; they know that the approved rates will be based on their costs. 

Medical care has many characteristics that make it a particularly unsuitable 
candidate for successful economic regulation. Basic to the problem is the 
subtle, elusive, and indeed almost indefinable nature of the product. In the 
health care sector to date, the only economic regulation that has been thorough
ly tested is regulation of hospital capacity. And it is clear that certificate
of-need regulation has not helped control the problem of overbedding. A fixed 
legislated limit on total capital spending by hospitals might offer a tempo-
rary illusion of effectiveness, but it is vulnerable to a number of counter
measures such as "unbundling." 

Physician fee controls have been advocated, and were tried in the Nixon 
Administration. In judging their likely value as a cost control device, one 
should be aware that the "doctor visit" is highly compressible. And 
the need for doctor visits is impossible to test objectively except in extreme 
cases. 

Overall controls on hospital spending face similar prospects: circumvention, 
unbundling, exceptions. The Administration proposal has already been emasculated 
by the wage pass through, despite the fact that hospital workers now earn more 
than their counterparts doing similar jobs in other sectors. 1 But even if 
it were ultimately successful at controlling total hospital spending at the 
stated growth rate, there would be no force in the system to assure efficiency 
or equity in the allocation or production of services. At best, we would 
have frozen the hospital industry in its present wasteful and inequitable 
_pattern. 

If you are interested in motivating efficiency and equity, you must 
address the fundamental financial in~entives in the system. 

8. NH! Is Already Here. We have a sort of NH! system, with separate 
programs for the aged, poor, employed middle class, veterans, military 
dependents, etc. So the issue is not ''whether NH! ". It is ''what kind of 
NHI." I do not accept the view that we cannot afford NHI now, and that we 
must wait for it until we get costs under control. On the contrary, we are 
already paying for NHI, but we are not getting the benefit because we have 
an inefficient inequitable system that results from historical accident and 
interest group pressure. Some groups remain unprotected; prompt action is 
needed to assure universal coverage. But an equally urgent reason for NHI 
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today is the need to find good ways to reorganize the system and build in 
incentives for equity and cost-effectiveness. 

III. CONSUMER CHOICE HEAL1ll PLAN (CCHP) 

A. Main Ideas 

I. Reform Through Incentives. To achieve good quality comprehensive care 
for all, at a cost we can afford, we must change the fundamental structure 
of the health care financing and delivery system, Instead of today's fragment
ed system dominated by cost-increasing incentives, we need a health care economy 
made up predominantly, though not exclusively, of canpeting organized systems. 
In such systems, groups of physicians would accept responsibility for providing 
comprehensive health care services to defined populations, largely for a pros
pective per capita payment, or some other form of payment that rewards economy 
in the use of health care resources. 

Today we cannot see very clearly what such an economy would look like. 
We should seek to find our way there by a fair market test among competing 
alternatives in which systems that do a better job for a lower cost survive 
and grow. Many types of systems might succeed in such a competition, including 
not only Prepaid Group Practices (PGP) and Individual Practice Associations 
(IPA),. the two "official" types. ,ef HMO, but also "Health Care Alliances" as 
proposed by Ellwood and McClure and ''Variable Cost Insurance" as proposed by 
Newhouse and Taylor in which premiums reflect the cost-control behavior of 
provide~s. There would be a substantial role for pure insurance and for 
traditional fee-for-service practice. CCHP seeks to accomplish this trans
formation by voluntary changes in a competitive market. 

2. Informed Choice Among Competing Alternatives. CCHP is designed to 
assure that all people have a choice among competing alternatives, that they 
have good information on which to base their choice, and that compe·tition 
emphasizes quality of benefits and .total cost (as opposed to today's emphasis 
on preferred risk selection, minimizing only administrative cost, etc.). 
CCHP would resemble the Federal Employees Health Benefits Program (FEHBP) 
and other conceptually similar plans. It would extend to the whole population 
and to all qualifying health plans its proven principles of competition, 
multiple choice, private underwriting and management of health plans, periodic 
government-supervised open enrollment and equal rates for all similar enrollees 
selecting the same plan and benefits. 

3. Equity and Incentives for Economizing Choices. CCHP seeks to correct 
inequities and cost-increasing incentives in the tax laws and Medicare. The 
present exclusion of employer and deduction of employee premium contributions 
would be replaced by a refundable tax credit based on actuarial category. 
Medicaid would be replaced by a system of vouchers for premium payments, 
integrated with reformed welfare, and reaching 100 per cent of Actuarial 
Cost for basic benefits irr the case of the poor. Medicare would be changed 
to give each beneficiary the freedom to have his Adjusted Average Per Capita 
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Coat (AAPCC) paid to the qualified plan of his choice as a fixed prospective 
periodic payment. Thus, CCHP takes money now used to subsidize people's 
choice of more costly systems of care, and uses it to raise the floor under 
the least well covered. It gives people an incentive to seek out systems 
that provide care economically by letting them keep the savings, While 
Government assures that people have enough money to join a good plan, at the 
margin people are using their own (net after-tax) money, which should 
motivate them to seek value for it. These changes would permit continuity 
of coverage regardless of job status. 

4. Incremental Changes. CCHP is not an immediate radical replacement 
of the present financing system with a whole new one. Rather, it is a set 
of incremental ''mid-course corrections" in the present financing and regu
latory system, each one of which is comparatively simple and familiar taken 
by itself, but whose cumulative impact is intended to alter the system 
radically, but gradually and voluntarily, in the long run. CCHP corrects 
the faulty incentives produced by present government programs, and seeks to 
correct known market imperfections. CCHP preserves flexibility. If these 
changes do not produce the desired results, after experience has been gained, 
more corrections can be made. CCHP recognizes that there is no "final solu
tion" to heal,th care financing problems, as experience in countries with NHI 
clearly demonstrates. CCHP is not necessarily incompatible with some proposed 
regulation such as health planning, hospital cost controls, and physician fee 
controls. On the contrary, CCHP would increase the effectiveness of the 
Health Systems Agencies by giving them incentives to control costs they now 
lack. And competing private plans with the right incentives might enforce 
a fee schedule far.more effectively than a government agency could. 

B. The Financing Sy?tem 

l. Actuarial Categories and Costa. 3 The flow of funds in CCHP is baaed 
on Actuarial Cost (AC), i.e. the average total costs of covered benefits 
(insured and out-of-pocket) in the base year, updated each year by a suitable 
index, for persons in each actuarial c~tegory. For persons not covered by 
Medicare, the actuarial categories might be the simple and familiar three
part structure of "individual, individual plus one dependent, and individual 
plus two or more dependents." However, in a competitive situation, this 
might give health plans too strong an incentive to attempt to select preferred 
risks by design of benefit packages (e.g., good maternity benefits to attract 
healthy young families), location of facilities, or emphasis in specialty mix 
(strength in pediatrics, weakness in gerontology and cardiology). Carried to 
a logical extreme, such a system could lead to poor care for high-risk persons 
(though open enrollment--described below--would always assure the right of 
high-risk persons to join any qualified health plan). So experience might 
show that a more complex set of actuarial categories is desirable, For example, 
the three-part structure might be supplemented by special categories for 
persons aged 45-54 and 55-64. In the limit, one might go to a structure 
based on individual age (e.g. in 10-year steps) and sex, though I doubt this 
would be necessary. 
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Actuarial Cost would also reflect location, because there are large 
regional differentials in health care costs. The appropriate geographic 
unit would probably be the State. However, regional differences in real 
per capita subsidies based on AC would be phased out over a decade. 

The appropriate index for updating AC would probably be the "all 
services" component of the Consumer Price Ind~x (CPI). 

Assume, for the sake of illustration, that the AC for a "typical" 
family of four is $1,350 per year. (This happens to reflect-the approximate 
average per capita cost for hospital and physician services for children 
and working-age persons in FY 1978.) 21 

In CCHP. premiums would be set by each health plan for each actuarial 
category and benefit package. based on its own costs and its own judgment 
as to what it can charge in a competitive market. Thus, persons in more 
costly actuarial categories would pay higher premiums. This is desirable 
because we want competing plans to be motivated to serve them. This is made 
socially acceptable by giving such people higher subsidies through the 
following mechanisms. 

2. Tax Credit. The present exclusion of employer and health and 
welfare fund (HWF) contributions from taxable income, and the deductibility 
of individual premium payments would be replaced by a refundable tax credit 
equal to some predetermined percentage (call it ''X%") of the family's AC. 
(The deductibility of direct medical expenses would be limited to those in 
excess of 10% of Adjusted Gross Income.) Employers and HWF's would continue 
contributing to employee health insurance under existing agreements, but 
they would report such contributions as a part of total pay on W-2 forms. 
The tax credit is allowed only if spent on premiums for a qualified health 
plan. To the ordinary employee, then, CCHP would appear initially as a 
quite simple change in the way his compensation is taxed. 

The appropriate level of ''X" requires a policy judgment that balances 
a number of factors. Too low a level (e.g. below 30%) would leave too weak 
an incentive for plans to qualify. Too high a level (e.g. above 70%) would 
set the subsidy at a level above that needed for a truly efficient plan, 
and would weaken incentives for economy. Within this range, a lower ''X" 
targets a higher percentage of the available funds on the poor through the 
voucher sys•tem. A level around 30% would make the tax credit approximately 
offset the tax increase caused by repeal of the exclusion of employer contri
butions for most employed middle-income people--thus helping to minimize 
political opposition. (Those whose marginal tax-rate times employer contri
bution exceeded the tax credit would lose,) A greater "X" means more cost to 
the Federal budget, more income redistribution and less of the total to be 
in means-tested vouchers. A greater ''X" would reduce the incentive for the 
non-poor to buy high deductible "catastrophic" insurance, and would reduce 
the potential for people to manipulate the system to their advantage, taking 
a minimum cost catastrophic plan when they expect to be healthy, then 
switching to a full-benefit plan when they anticipate elective surgery or 
pregnancy. In my judgment, an "X"around 60 per cent, approximating the 
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FEHBP contribution level, would make the system work best. However, CCHP 
could start with a tax credit equal to 30%, at a comparatively low cost 
(see below), with higher levels, phased in as revenues permit. In what 
follows, I will assume a 50% tax credit for illustration. 

3. Vouchers for the Poor5 The poor need more subsidy to assure 
their access to an acceptable plan. CCHP would provide them with a voucher 
usable only as a p~emium contribution to the qualified plan of their choice. 
It should be administered through the reformed cash-assistance system and 
designed according to the same principles. The voucher's value would be 
means-tested on the same basis as cash income supplements. The exact choice 
of formula requires analysis and judgments similar to those that went into 
welfare reform. Here is one example; others are discussed in Appendix 5. 
Reformed welfare guarantees a family of four a minimum cash income of 
$4,200; the income supplement is reduced 50 cents for each dollar of earned 
income until it reaches zero at a family income of $8,400. Related to this, 
one could set the voucher at $1,350 for a family with a total income, including 
cash assistance, of $4,200, and phase it down to $625--the tax credit level 
for non-poor families--at a ''benefit reduction rate" of 15 cents for every 
dollar of income. In this particular case, the voucher would reach $625 at 
a total family income of $8,367. (This would raise the total Federal ''benefit 
reduction rate" to 59%, a possibility that was anticipated in the analyses 
leading to·welfare reform.) 

The voucher system can ge integrated with the tax system and the un
employment insurance system. 

4. Medicare would be retained for the aged, disabled, and victims of 
end-stage renal disease (ESRD). Eligibility would be expanded to all legal 
residents aged 65 and over for Part A (institutional services) and Part B 
(physicians' services). The benefits should be expanded to conform to the 
benefits for the rest of the population. The 150-day limit on hospital days 
should be removed--in effect providing catastrophic coverage. Better still, 
an annual limit on out-of-pocket expenses on covered benefits by any individual 
should be enacted. 

The most important change needed in Medicare is a "freedom of choice 
provision" that would permit any beneficiary to direct that the "Adjpsted 
Average Per Capita Cost" (AAPCC) to the Medicare program for people-in his 
actuarial category be paid to the qualified plan of his choice in the form 
of a fixed prospective periodic payment. If done properly, this would end 
the Medicare subsidy to those who choose a more costly system of care, and 
would permit beneficiaries to reap the benefit of their economizing choices 
in the form of reduced cost-sharing or better benefits. (The technical and 
political problems of doing this are discussed in Appendix 8). 

In addition, about 7.7 million aged, blind, and disabled receive Medic
aid supplements to assist with costs not covered by Medicare. CCHP would 
replace this part of Medicaid, as far as acute care is concerned, with a 
voucher, comparable to the voucher for the non-aged poor, for premiums for a 



772 

policy to supplement Medicare. In FY 1978, the average per capita hospital 
and physician costs for the aged not covered by Medicare will be about 
$385. This would be an appropriate level for the voucher. 

c. Pro-Competitive Regulatory Framework 

In order to qualify to receive tax credits, vouchers, or Medicare 
payments, a health plan would have to operate by the following rules for 
a fair and socially desirable competition based on quality and cost-effective
ness. 

1. Open Enrollment. 9 Each plan would participate in a periodic 
government-run open enrollment in which it must accept all enrollees who 
choose it, without regard to age, sex, race, religion, national origin, 
or, with possible minor exceptions, prior health conditions. Each September, 
for example, every family would receive an informative booklet published by 
the administrative agency. During October, each head of household would make 
an election for the coming year, through his employer, welfare office, or 
local office of the administrative agency. This would greatly enhance 
competition by giving each person a choice from among competing plans, and it 
would assure that every person could enroll in a qualified plan. 

2. Community Rating. A qualified plan must charge the same premium to 
all persons in the same actuarial category enrolled for the same benefits in 
the same area. (Nominal differentials might be allowed to reflect differences 
in costs of collecting premiums from different sized groups.) 

Open enrollment and community rating are essential features of CCHP. 

3. Rating by Market Area. Qualified plans must set community rates by 
market area (such as Health Service Areas or groups of contiguous HSAs). This 
is to prevent anti-competitive cross subsidies from one area to another, and 
to "internalize" the costs of health services by Health Service Area so that 
a decision by a Health Systems Agency to permit construction of a new health 
facility will be fully reflected in the premiums paid by citizens in that area, 
thus giving the HSA a more balanced set of incentives to control costs. 

4. Low Option. Qualified plans must offer a "low option" limited to the 
basic benefits defined in the NHI law. This is to prevent plans from limiting 
membership to the well-to-do by offering only plans with costly supplemental 
benefits. 

5. Maximum on Out-of-Pocket Costs. Qualified plans must publish a 
clearly stated maximum on individual (or family) out-of-pocket outlays over 
a one or two-year period (e.g., $1,500 in one year, $2,500 in any two con
secutive years). Beyond that amount, the plan must pay all costs for covered 
benefits. This would help assure that plans do not compete by offering "thin" 
benefits that would leave the seriously ill uninsured and a burden on the 
public sector. It is appropriate to limit consumer choices in this respect 
because, in the case of non-poor families, society's primary objective is to 
protect everyone in case of serious illness. (I would leave the amount to be 
set by each plan. It is likely to becane an important competitive variable. 
But it could be set by regulation.) 
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6. Health Plan Identification/Credit Card. Every qualified plan would 
issue each member a card which would inform providers of each person's 
coverage and which would se~ve as a credit card for covered services for 
eligible providers. This would virtually eliminate questions of payment at 
the pro,,ider's office, and it would put the burden of credit and collection on 
the financial intermediary, the agency best equipped to handle it. Revolving 
credit at regulated interest rates would ease the cash flow problem for 
persons facing large out-of-pocket payments. The intermediary's computer could 
figure out the copayments and deductibles--a great convenience for the consumer. 
And the credit card would allow the intermediary to capture total cost infor
mation--allowing it to report total per capita cost for covered benefits as 
discussed below. Special measures would be required to assure the ability of 
health plans to collect debts and to finance the large floac.10 

7. Information Disclosure is an essential part of CCHP to help consumers 
judge the merits of alternative plans and to help assure public confidence 
in the plans. Uniform financial ·disclosure would be required, comparable to 
what the SEC requires of public companies. Data on patterns of utilization, 
availability and accessibility would be required, as is required of IIMOs in 
the HMO Act. Data should also be deve·loped and published on qualifications 
of providers and on indicators of quality of care and consumer satisfaction 
such as rates of medical injuries, complaints, etc. To aid consumer choice, 
each pl.an would be required to publish total per capita costs, including 
premiums and out-of-pocket costs. The administrative agency would have 
authority to•review and approve (for accuracy and balance) promotional materials, 
including presentations to be included in the booklet available to all eligibles 
at "open season"--as the Civil Service Commission doe_s for the FEIIBP. The 
adminiatrative agency would also have authority to review and approve "endorsed 
optiona" and contract language such that all options offered would either 
conform to a standard contract or be able to be described by a standard 
contra,:t and a manageable number of additions and exclusions. This would 
force plans to publish their terms in a format that ·is- understandable to 
consumers and that facilitates direct comparison among plans without the 
consumer having to master and compare a lot of fine print. 

8. CCHP and Direct Controls. CCHP is not necessarily incompatible 
with some proposed regulation such as health planning, hospital cost 
controls, and physician fee controls. Compliance with controls can be made 
a condition for a plan to be qualified..CCHP would increase the effective
ness of the Health Systems Agencies by giving them incentives they now lack 
to control costs. Moreover, the present structure of physician fees has per
verse incentives. A system of controls on the ·fee-for-service sector might 
improve this situation and also encourage physicians to join cost-effective 
organized systems. Competing private plans with incentives to control total 
costs would probably be able to enforce such controls more effectively than 
could a government agency. Controls on the fee-for-service sector from which 
cost-effective organized systems were exempted might encourage the re
structuring of the delivery system. However, experience with regulation in 
health care and elsewhere suggests that the regulatory process usually protects 
established provider interests from competition. So-the purposes of CCHP 
could be defeated -by conventional regulation. The burden of proof lllllSt be 
placed on the proponents of controls to show that the controls will not 
have their usual effect of retarding cost-reducing innovation. 20 
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9. Other. In CCHP, as in any NHI system, there would be requirements 
for grievance procedures, and safeguards for civil rights and against fraud 
and conflict of interest. Also, some changes in selected State laws would 
be useful.. 12 

D. Benefits and Eligibility. 

Any NHI plan nrust include definitions of covered benefits and eligible 
persons. The choices are largely political judgments. However, there are 
economic considerations. For example, the use of prescription drugs is 
strongly influenced by physicians, and it would be desirable for health plans 
to be at risk for prescription drugs to give physicians an incentive to pres
cribe carefully. The principles of CCHP can be applied to any of a broad 
range of benefit packages and eligibility criteria, including coverage of 
essentially every legal resident of the United States. The philosophy of 
CCHP suggests that, beyond the essentials, what is included in health benefits 
plans should be determined by consumer desires expressed in the marketplace, 
rather than by provider interests. 

E. Federal-State Roles in Financing and Administration. 

CCHP is compatible with many possible ways of splitting Federal and State 
financing responsibilities. The choice nrust be consider.ed in the context of 
Federal-State burden sharing in general--of which acute medical care financing 
is only one piece--and it nrust rest largely on political judgments. One 
illustrative possibility is as follows. First, about 35% of Medicaid pays 
for long-term care. About 58% pays for acute medical care and prescription 
drugs and sundries. In Fiscal 1976, the Federal Government paid 55% of Medi
caid, The Federal Government might pay 100% of the cost of the health insurance 
premium vouchers, i.e. ·the replacement of the acute care paid fEr _?Y Me<!_i<:aid, 
in return for which the States might take on an increased share of the financ
ii:ig·of long-term care, supplementary payments to low-income families in high-cost 
areas where ·the vouchers do not pay for adequate healtli care coverage, and 
assistance with such benefits as dentistry and the part of mental health not 
financed through NHI, Because States are potentially important factors in 
health facilities planning and cost controls, the Federal Government should 
not pay more on behalf of States that have higher real per capita health care 
costs in such a way as to weaken their incentive to control costs. 

CCHP could be administered entirely by the Federal Government or jointly 
by the Federal Government and the States und·er Federal standards. Some of 
the merits of each are discussed in Appendix 13, 

F. Role of Employers. Unions. and Labor-Management Health and Welfare 
Funds (HWF) . 

Employers, unions, and HWFs would continue to play a significant, 
though modified, role in CCHP. They would continue to serve as the main 
vehicles for· collecting the funds for workers' health insurance premiums, 
There would be no sudden change with enactment of CCHP; merely a change in 
the way employees are taxed on a fringe benefit. Because additional health 
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benefits would no longer receive preferred tax treatment, one can expect 
that in the ~uture employees would demand more of their compensation in 
wages, less in health benefits., If we wish to curb the growth in health 
spending, that is a desirable result. Open enrollment in all qualified 
health plans might reduce what little bargaining power employers and HWFs 
have with respect to providers; it would increase the role of individual 
choice by consumers. HWF and employer bargaining power would be based 
on advice, not on their power to limit the choices of their workers. So 
far, employers and HWFs have not been very successful in bargaining with 
providers for cos~ control. 

In ad_dition to their key role in aggregating funds for the efficient 
purchase of health benefits, employers and unions would have two very 
important roles t~ play in CCHP. The first would be to organize the 
provision of information, advice, and voluntary evaluation for their 
workers. Under CCHP, there might be more than a dozen qualified health 
plans in operation in some areas. Busy workers would need help in knowing 
on which few they should focus attention, and the relative merits of each 
as discovered, in large part, by the experience of their coworkers. Unions 
and employers could organize committees, hire experts, take surveys of 
member satisfaction, and publish "consumer reports" to help their workers 
find their way through the market. Such private voluntary agencies are in 
a much better position to provide informa.tion that depends on value judg
ments than are government agencies. Government agencies are usually ham
strung by legal requirements of proof and objectivity and by well-focused 
pressures from providers. 

The second role would be.direct action to help ceorganize the health 
care delivery system. Under CCHP, it would be even more advantageous for 
an employer and for union members to have lower heal.th care ·costs in their 
area than is the case today. Thus, employers and unions could contribute 
to the goals of CCHP and serve their own interests at the same time by 
taking the initiative to organize cost-effective systems of care. 

G. Special Categories: DCO (CHAMPUS), Veterans, Indians, Migrants, 
Derelicts, Underworld, Illegal Aliens, Non-Enrollers, etc. 

Special measures can be designed for the special problems of each of 
these categories within the context of CCHP. CCHP will not, of i 7self, 
solve these problems, but it does provide a framework that helps. 

H. Delivery System Reform14 

CCHP creates a framework of financial incentives that is favorable 
to the growth of cost-effective organized systems. But it does not, in 
itself, create those systems. If such systems are to come into being, 
many local efforts to organize them will be required. Public policies 
to encourage such efforts should be the subject of separate legislation. 

I would not recommend more special grants and subsidies for HMOs 
because (a) experience with the HMO Act shows that they come at an 
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extremely high political price, and (b) given a truly fair market t~st, those 
demonstrating the economic superiority of the best HMOs will prosper with-
out help (though getting started is another matter). The HMO Act promised 
grants and loans, on the basis of which many costly restrictions were jus
tified. The costly restrictions were enacted; the financial help actually 
delivered fell far below the amounts originally authorized. Advocates of 
more "help for HMOs" should remember what happened last time. I am lllllch 
more impressed by the economic superiority of the best prepaid group 
practice plans than by unenforceable promises of generous public subsidies 
for HMOs. Experience suggests thatthe soundest public policy would be 
firm adherence to the principle of a fair market test among competing 
alternatives. 

An antitrust strategy specifically designed for the peculiar economics 
of the health care industry is needed. Ordinary antitrust theory, developed 
for other industries, does not fit very well in ~ealth care. It is easy to 
imagine some non-competitive outcomes in CCHP. For example, a county 
medical society might form an IPA and use it as a price-fixing arrangement, 
and keep out would-be competing physicians through control of hospital 
privileges. Or a market might continue to be dominated by lllllltiple third
party plans, all paying the same providers the same fees and costs. Con
tinuing research, policy analysis, and possibly more legislation would be 
needed. 

I. Presidential Leadership. 

The effectiveness of CCHP could be enhanced considerably by strong 
Presidential leadership on at least two points. First, the.average American 
needs to be reminded that, ultimately, he will pay the costs of health care, 
and the costs will be lower and the quality better if many Americans will get 
involved personally in the cost-effectiveness of their own health plan. 
Existing laws and financing patterns have created the illusion for most people 
that health care is being paid for by somebody else. And lllllCh NHI rhetoric 
that is strong on the benefits and quiet about the revenue sources serves 
to foster that illusion. Second, Presidential encouragement of local 
voluntary actions to start cost-effective organized systems could be of 
great value. 

J. Costs and the Federal Budget 

l. The Estimating Problem. Before considering estimates of the costs 
of NHI, consider the inherent limitations in the estimating methods. Costs 
are estimated by IID.lltiplying recent prices of services by recent utilization 
rates by the size of the covered population. To that is added an estimate 
of "induced demand," i.e. the short-term increase in demand attributable to 
improved coverage. The calculation uses assumptions about elasticity of 
demand--a measure of utilization increase when price to the consumer is 
reduced by insurance. There is no firmly based estimate of demand elasticity 
for health services. But assumptions are made by actuaries that experts 
agree are reasonable. 
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But the methods totally lack any scientific way of forecasting the long
term effect of the incentives on unit costs, utilization, and standards of care. 
Hence, the estimators are forced to make assumptions with very little but 
judgment to go on. The history of programs like Medicare has been·one of 
consistent large underestimation in the long run. For example, in 1965, the 
1975 costs of hospital insurance were projected at $4.3 billion; the actual 
was about $11.7. Deflate this~for the 71 per cent increase in general 
price levels and you still get about a 60 per cent overrun. Comparing cost 
estimates as a per cent of taxable payroll allows for inflation. In 1965, 
the 1971 costs were projected at .95 per cent of taxable payroll; the actual 
turned out to be 1.30 per cent or 37 per cent higher. There was a similar 
his.tory in the renal dialysis program. But the problem is potentially far 
more serious in NHI because the size and impact of the program are larger. 

Compounding the effects of a lack of reliable estimating methods are 
the incentives _and optimism of proponents of social insurance programs, 
similar to the causes of understatement in costs of weapon systems. Few, 
if any, people may be seriously interested in realistic estimates at the 
time of program inception. What reward is there for realism? 

The best you can do is to start with the judgment of reputable actuaries 
whose concern for professional reputation gives them an incentive to be 
accurate. But the assignments given to them may include the directed use 
of assumptions--such as that hospital cost controls will be effective--chosen 
by advocates of certain NHI approaches to make the costs of their proposals 
appear acceptable. Because many assumptions must be made to produce a NHI 
cost estimate, some important assumptions may not be called to your attention 
in the summary document. 

The key factor in long-run costs is the effect of the incentives in the 
NHI system on unit costs, utilization, and standards of medical care. A key 
factor in costs to the Government is whether the system makes them "controll
able" or open-ended and uncontrollable. A key feature of CCHP is that, with 
the exception of the costs of those Medicare beneficiaries who remain with 
conventional Medicare, CCHP's costs to the Federal Government are "controllable" 
and can be estimated with far greater reliability than the costs of an open
ended third-party reimbursement system. On the cost issue, these are the 
points on which you should focus your judgment. 

2. CCHP Cost Estimate. With respect to the costs of CCHP to the 
Budget of the Federal Government, Appendix 21 contains detailed illustrative 
calculations of what the impact on the FY 1978 budget would have been had 
CCHP been in effect. 21 In each case, the calculations assume: 

a. Actuarial Cost (AC) is $200 for a person under 19, $475 for a 
person 19-64, and therefore $1,350 for a "family of four." (That 
compares, for example, to annual dues of $1,284 in 1978 for a family 
in Washington D.C. to join Georgetown University Conmrunity Health 
Plan.) 
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b. AC for a Medicare beneficiary will be $1,150, all but $385 
of which, on average, will be paid by Medicare. Therefore, a 
100% of AC voucher for a poor Medicare beneficiary is $385. 

c. .Offset against the cost of the tax credits and vouchers are 
the ''Federal Income Tax Expenditures of $8.7 billion, Federal 
Medicaid of $11.8 billion, "Social Security Tax Expenditures" 
.of $1.4 billion, and other programs of $1.9 billion, for' a total 
of $23'.8 billion. 

d. No changes in the net cost of Medicare. 

If the tax credit for the non-poor were 30% of AC (i.e. $405 for a 
family of four), and the voucher for the po9r were 100% of AC at the 
income guarantee level (e.g. $4,200 for a family of four), reduced 20 
cents for each dollar of family income (including cash as~istance) above 
that, the gross cost of the tax credit/vouchers would be $26,9 billion; 
the net cost to the Federal budget $3.l billion. 

If the tax credit for the non-poor were 50% of AC, and the voucher for 
the poor were 100% of AC at or below the cash assistance breakeven level 
(i.e. $8,400 for a family of four), reduced 25 cents for every dollar of 
income above the breakeven, the gross cost of the tax credit/vouchers would 
be $44.6 billion; the net cost to the Federal budget would be $20.8 billion, 
This would be an extremely generous voucher program; 33% of the population 
would be receiving voucher payments. 

A''full" CCHP program might include a 65% of AC tax credit for .the non-poor 
(i.e. $878 for a family of four), a voucher bringing th~ total to 100% of 
A'C at the income guarantee level, reduced 10 cents for every dollar of, 
family income above that. The gross cost would be $49.8 billion; the net 
cost, $26 billion. 

As for how to pay for CCHP, I assume that the Administration,which has 
promised a NHI proposal, is considering this problem in the context of its 
overall tax reform propos ala. Obvio1,1.s ly CCHP can cost much less than alter
native NHI proposals (see below). 

From a fiscal point of view, CCHP would _make the Government's contri
bution to personal health services a "controllable" expenditure that could be 
set at a level in balance with other priorities, instead of today's open
ended commitments through the third-party intermediary system. Moreover, 
in CCHP, those who want more health services have the option of using their 
own net-after-tax income to buy them, which would result in less pressure on 
the Congress than would be the case, e.g. under Health Security. 

Most important, by establishing strong incentives for cost effectiy_e-, 
ness, CCHP promises in the long run to be less costly for any given level of 
coverage. 
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IV. WHY CCHP? SOME ISSUES 

1. Will the desired reorganization of health services take place 
fast enough 7 

Reorganiz~tion of health services will take a long time--a very long time 
by political standards--a decade or more, even under the most favorable 
conditions, before half the population is served by some kind of organized 
system with incentives for economy. The Medical Profession is very resistant 
to organizational change. There are powerful vested interests throughout 
the health services industry, institutions with long traditions and deep 
roots in their cOlllllDlnities. Many people will change their health plans and 
providers only reluctantly and slowly. There are no easy routes to health 
services reorganization. It will take a great deal of effort by many people 
in many localities. 

Direct regulatory approaches to reorganizing health services promise 
fast results--but all the evidence shows that the promises are false. Health 
security and universal third-party insurance would freeze the system in its 
present patterns. (See Section VI below). A judgment in favor of the CCHP 
approach must be based, in part, on a realistic appraisal of the alternatives. 

The main reason for optimism about the prospects for a reorganization, 
given a fair market test among competing alternatives, is that the economic 
advantage of organized systems can be large. A recent review of the many 
comparison studies over the past 25 years concluded, "The evidence indicates 
that the total costs (premium and out-of-pocket) for HMO enrollees are 10-
40 per cent lower than for comparable people with health insurance." A 
Social Security Administration comparison of Medicare reimbursements for 
beneficiaries served by six group practice prepayment plans and a matched 
sample served by fee-for-service in 1970 found the former cost 73% of the 
latter. The point is not that all HMOs cost a lot less; in any industry 
there will be morecand less efficient producers. The point is that sub
stantial number of HMOs have shown that !:lie savings can be large. More
over, these HMOs have achieved large savings even in the absence of real 
competition from similar organizations. 

The creation of organized systems of care would not have to take the 
many years of institution and facilities building characteristic of the 
leading Prepaid Group Practice (PGP) plans. If there were a market, simpler 
organizations, based on existing institutions, facilities, and practice 
styles, might be developed fairly quickly on the Individual Practice Asso
ciation (IPA) model, the Health Care Alliance (HCA), or other broadened 
definition of HMO. In an IPA, the physicians agree to provide comprehensive 
benefits, largely for a fixed prospective periodic payment, under the 
following arrangements. First, they agree among themselves on a fee 
schedule. When they render a service to a mamber of the plan, they bill 
the plan, not the member. Second, they accept peer review of the appro
priateness of services. Third, they agree to accept a pro rata reduction 
in fees if the money runs low. Fourth, they team up with an insurance 
company that offers a hospital insurance policy. The premium for that 
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policy reflects the hospitalization experience of the members of that plan, 
which is, of course, controlled by the doctors in the IPA. So if the total 
premium for physician and hospital services is determined by the market, the 
less the hospitalization, the lower the insurance premium, and the more is 
left over for the doctors. HCAs have similar characteristics. 

IPAs, like other HMOs, have not grown rapidly in the past for reasons 
explained below. Moreover, there is evidence that IPAs have been less 
effective than PGPs at control of hospital utilization. I believe the 
reason for this has been a lack of competitive necessity. If they had to 
develop good utilization controls to survive, I believe they would do so. 

IPAs like this could be operative within a fairly short period of time. 
They can start with physicians already established in fee-for-service solo 
practice, with existing doctor-patient relationships, existing facilities, 
and without the need for large front-end investments. I believe that, to 
survive in the long run, they would have to strengthen internal controls, 
carefully balance specialty mix, etc. But these changes could come 
gradually. 

In CCHP, physicians would be under strong economic pressure to sign up 
with or form qualified plans. This will be intensified by the coming doctor 
surplus. 

Thus, I do not believe that one should estimate future HMO membership 
in a CCHP world by applying some plausible compound growth rate to present 
HMO membership. Rather, there is reason to expect that many new organizations 
would be formed quickly. 

2. If HMOs are superior, why haven't they grown faster? The main 
answer is the strong and pervasive anti-HMO bias in the policies of the 
Federal Government (detailed in Appendix 18) and the consequent lack of 
incentives for consumers and providers to join HMOs under existing 
financial arrangements. The tax laws, the Medicare law, the Planning laws, 
and the HMO Act all have important anti-HMO biases. And the anti-HMO bias 
in State laws is notorious. Most people do not have a choice between an 
HMO and a third-party, fee-for-service plan, or if they do, the tax laws, 
Medicare, and employer financing arrangements do not let them keep the 
savings. HMOs have done very well in competitive multiple-choice situations. 
For example, Kaiser-Permanente of Northern California serves 377. of the 
Federal employees, 437. of the State of California employees, and 377. of the 
University of California employees in its service area. And, despite the 
obstacles, HMOs' growth rates in areas where they are established is 
impressive. From 1960 to 1976, Kaiser's California membership increased 
from 720,000 to 2,617,000, a compound annual growth rate of 8.4%, despite 
the fact that in many years, they had to limit new enrollments because of 
the time and cost required to plan, build, and staff new facilities. 
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3. Is health care financing more appropriately organized as a 
Government monopoly, or through private markets?l7 

Much of the case for NHI rests on "private market failure." And there 
is no doubt that the private market for health insurance, as presently 
constituted and shaped by numerous government policies, does a poor job 
of allocating reso?rces. The main idea of CCHP is that the private market 
needs to be restructured, and that a reconstituted private market can do a 
better job than a government monopoly of health insurance. 

Consideration of private market failure needs to be balanced by an 
appreciation of some of the characteristic limitations of government. The 
following generalizations, while obviously not true in every case, summarize 
important insights that must be considered· in deciding whether NHI should 
be based mainly on private markets or on a government monopoly. They are 
stated here baldly and without applicable qualifications to save time. The 
point of what follows is not to imply that government is ''bad" compared to 
private enterprise, or that government people are better or worse than 
private enterprise people. Rather, the point is that government has certain 
limitations that are deep rooted, if not inherent. Government is good at 
some things such as taking money from taxpayers and paying it to social 
security beneficiaries,and maintaining competition in many industries; it 
performs badly at other things. The problem of public policy design is 
to define the appropriate role for government to achieve desirable social 
purposes most effectively. 

a. Government responds to well-focused producer interests; competitive 
markets respond to broad consumer interests. People specialize in production, 
diversify in consumption. They are therefore much more likely to pressure 
their representatives on their producer interests than on consumer interests. 

b. "The rule of 'Do no direct harm' is a powerful force in shaping the 
nature of social ;ntervention. We put few obstacles in the way of a market
generated shift of industry to the South ... but we find it extraordinarily 
difficult to close,a military base or a post office." (Schultze) Thus, a 
government-run or regulated system must be very rigid. 

c. When every dollar in the system is a Federal dollar, what every 
dollar is spent on becomes a Federal case. Abortion illustrates the point. 

d. Equality of treatment by Government tends to mean uniformity. The 
uniform product is often a bargained compromise that pleases no one. 

e. Government generally does a poor job providing services to individuals. 

f. The Government performs poorly as a cost-effective purchaser. 
Think of the Rayburn Building, the South Portal Building, Medicaid, and the 
C-SA. If a government agency gets tough with suppliers, the suppliers can 
bring pressure to bear to get the rules changed. Government purchasers 
are surrounded by many complex procedural rules; they cannot use nearly as 
much judgment as their private sector counterparts. The Government seems 
addicted to cost-reimbursement despite its notorious record for generating 
cost overruns. Cost-reimbursement protects providers. 
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g. The Government has a much harder time than the private sector in 
attracting and retaining the best operating management talent on. a career 
basis. Government attracts many of the best people--usually for -two to four
year tours. But building an effective, economical operating organization 
usually takes years of dedicated effort; it cannot be done on. revolving two 
or four-year stands. 

h. The political system is extremely risk averse. This makes it very 
difficult to innovate in a government-regulated environment• 

The financing of individual health care services does not need to be a 
monopoly. There is no technical or economic factor that must make it a 
"natural monopoly" like a public utility. Nor is personal health care a 
"public good" like d'efense or police protection. The benefits of indivi
dual health care services are enjoyed primarily by the individual and his 
family, and he should be allowed a large measure of choice concerning it. 
The important public purposes of universal access to good quality care can be 
pursued most effectively in a decentralized private system guided by an 
appropriate structure of incentives and pro-competitive regulation. 

4. The "Consumer Choice" Issue. Proposals to rely on, consumer choice 
to guide the health services system are invariably subjected to the attack 
that. "consumers are incapable ·of making intelligent choices in health care 
matters. 11 So it seems worthwhile to make clear exactly what is being 
assumed. Admittedly, the element of ignorance and uncertainty in health 
care is very large; that is true for physicians and civil servants as well 
as ordinary consumers. CCHP does not assume that the ordinary consumer is 
a good judge of what is in his own best interest. Consumers may be ignorant, 
biased, and vulnerable to deception. CCHP merely assumes that, when it comes 
to choosing a health. plan, the ordinary consumer is the best judge of it. 
The theory of optimum allocation of resources through decentralized markets 
does not assume that every consumer is perfectly informed and economically 
rational. Markets can be policed by a minority of well-informed rational 
consumers. And we are seeking merely a good and workable solution, not a 
theoretical optimum. CCHP provides consumers with substantially better 
information than they get now and much stronger incentives to use it. If 
there were a demand for it, much could be done to organize b'etter consumer 
information. In any case, the key factor is the incentive CCHP gives to 
providers, i.e. provider systems will get their money from satisfied consu
mers rather than from the Government. In CCHP, above the tax credit/voucher 
level, consumers would be working with their own money, not somebody else's. 

Critics of the consumer choice position usually are not very explicit 
about whom they consider to be better qualified than the average American 
to choose his health plan for him. In reality, the alternative to a 
consumer choice system is a provider-dominated system. 

Presumably every NHI scheme under consideration would allow each 
consumer choice of physician and free choice as to whether or not to accept 
recommended medical treatment--decisions that could be aided by teqhnical 
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knowledge. What distinguishes CCHP from the others is that it seeks to 
give the consumer a choice from among alternative systems for organizing 
and financing care, and to allow him to benefit from his economizing 
choices. The issue then is whether consumers can be trusted to choose 
wisely when it comes to picking a health plan--some of which cost less than 
others. 

Part of the "consumer choice" issue is resistance to the idea of letting 
the poor, because of their poverty, choose a less costly health plan that 
might not meet their medical needs. There· is appearance of a conflict here 
with the principle of CCHP that people must be allowed to benefit from their 
economizing choices. (There is, of course, an issue as to how much the 
poor should be forced to accept their share of society's assistance in the 
form of costly medical technology of doubtful value, as opposed to• leaving 
them free to spend the resources on other things like food and housing 
known to be good for health.) The problem can be resolved in CCHP by 
setting the premium vouchers (usable only for health insurance) at a high 
enough level to assure access to a plan with adequate benefits--always 
letting plans that do a better job attract members by offering less cost 
sharing or more benefits. 

195. Equity Issues . CCHP uses the most effective way to redistribute 
income, i.e. directly. It takes money from the well-to-do and pays it to 
lower-income people in the form of tax credits and vouchers. By this method, 
the amount of redfstribution is clearly visible,~and one can be sure the 
money reaches its intended target. CCHP can thus be used to bring about 
whatever income redistribution for medical purchases our political process 
will support. I suspect the reason some will criticize CCHP on equity 
grounds is because they think that the amount of redistribution Congress 
will be willing to vote is less than their own personal preferences. So they 
seek indirect methods of redistribution that may be supported on other grounds. 
A major trouble with this approach is that third-party insurance systems 
are an exceedingly 1neffective way to redistribute income. Medicare pays 
more on behalf of rich than poor. In a bureaucratic system, such as would 
be created under Health Security, individuals and organized groups who are 
forceful and skillful at getting their way come out ahead. 

The equity of CCHP ought to be compared with where we are today and 
where we are likely to go as a society. It is useless to compare it to 
sowe hypothetical egalitarian ideal that has never been attained in any 
society and is surely not supported by the American people today. 

6. Is a multiple-choice system feasible? The feasibility of a 
c0tupetitive model for NHI has been demonstrated by the Federal Employees 
Health Benefits Program (FEHBP) and numerous other choice-of-plan systems. 
The FEHBP was authorized in 1959. It now provides health benefits for 
10.5 million people. A 1964 report on the FEHBP noted, "The program finally 
authorized by Congress permits a wide range of choice of plans by all 
employees and was, in effect, a negotiated compromise among many divergent 
and highly organized interests. It was the only approach which at any time 
during the legislative process gained acceptance by all of the principals: 
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the American Medical Association, Blue Cross-Blue Shield, insurance comp;mies 
employee unions, group and individual practice prepayment plans, and the 
Federal Government as the employer. Although there can be no doubt that 
the 'single plan' approach would have been most desirable from the stand
point of administrative simplicity, now that we have learned to live with 
the administrative problems which stem from multiple choice,, ,i,t becomes 
equally clear that the wide choice of plans has produced a program which 
is more effective in meeting the needs of Federal employees and their de
pendents .•.• It was anticipated by many that serious administrative 
problems would develop that would require continual legisl~.tion of a 
perfecting and remedial nature. This has not been the case." 

The California State Public Employees' System has been in operation 
for almost as long as the FEHBP. It provides benefits for about 175,000 
people. It h~s proved so successful that non-State public employee groups 
are now joining it. And it has been a significant factor in the growth of 
HMOs in California. 

7. Some Other Problem Areas 

a. Underserved rural areas. CCHP would not "solve" the problem of 
underserved areas, but ·it should help. It would provide assured medical 
purchasing power to people in rural areas, many of whom have low incomes, 
and by ending the open-ended tax subsidy in the well-served areas, it will 
put some financial pressure O!VPhysicians to relocate. The best way to 
provide good care in rural ar\as is through organized systen{g that can provide 
outreach, e.g. through physician extenders, and that can provide financial 
and professional support to physicians working in such areas. For example, 
Kaiser-Permanente operates remote outposts in Hawaii, including a single
physician clinic on the northern shore of Oahu. Though far from the main 
Medical Center, this doctor can easily consult with his specialist partners 
by telephone, and can refer patients if necessary. 

b. Malpractice. CCHP will not "solve" the problem of· malpractice. 
But the growth of competing organiz.ed systems should helP.•, An important 
part of the malpractice problem is the frequency of medical injury and the 
lack of quality control of physicians operating in solo practice. Good 
physicians in the fee-for-service sector complain of their inability to stop 
the bad ones from practicing because of the complex legal procedures involved. 
In an organized system, on the other hand, the physician group has direct 
professional and financial incentives to control the quality of its member
ship. Perhaps even more important than the ability to expel the bad actors 
is the ability of physicians in the Prepaid Group Practice setting to limit 
the activities of a physician who has passed the peak of his proficiency 
to tasks that remain within his competence, without threatening his liveli
hood. In such a system, quality control need not be an "all or none" 
determination of whether or not a physician should be allowed to practice. 
It can be a careful delineation of which tasks he is and is not currently 
qualified to perform. In such a setting, there is no financial incentive 
for a physician to practice beyond his level of competency. 
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c. The "HMO underservice" issue. Some allege that HMOs achieve 
financial success by underserving their members. The established HMOs 
like Kaiser-Permanente and Group Health of Puget Sound, etc., have for 
many years served such educated middle class groups as Federal and State 
employees, un,iversity' faculties and otlier teachers. If there were a 
significant amount of underservice, one would think that the word would 
get around and that"these people would switch at the next open season. 
I have been unable 1to find any documented case of a pattern of underservice 
among such HMOs. On the contrary, the main selling point of such organiza
tions is usually improved accessibility. A recent study compared patterns 
of ambulatory use in five health care delivery systems in Washington D.C. 
and found " ... (1) for preventive use, rates are lowest in OPD/ERs (out
patient department/emergency rooms) and highest in the prepaid group 
(Group Health As·sociation, a Prepaid Group Practice), with both being 
significantfy different from solo practice; (2) for initiation of care, rates 
are significantly and consistently highest in the prepaid group; ... ; (3) for 
follow-up care, rates are highest in fee-for-service groups and moderate in 
the prepaid group .... it is clear that services are more equitably dis
tributed in ·the prepaid system than in the fee-for-service systems, for 
every use measure." The allegations of underservice arose in the case of 
the Medicaid Prepaid Health Plans, mainly in Southern California. There, a 
State government was trying to cut short-run costs in a hurry, and accepted 
unrealistically low"'bids for Medicaid contracts, and enrollment practices 
that interfered with free choice. The underservice problem arose from the 
State government's politically motivated purchasing policies, not from the 
nature of HMOs. If you assure thatevery 'family has the purchasing p~er 
to buy membership in a good plan, and a free choice among competing plans, 
organizations that make a practice of underserving members will not last 
long. 

This is not to imply that the financial incentives in the existing HMOs 
are perfect or that their performance is without shortcomings. We simply 
do not know what are the "right" financial incentives; there is no logical or 
empirical basis fo~ such a determination. CCHP proposes to find out what are 
good incentives through experience in a competitive market. And good 
incentives do not gµarantee good performanc·e. Medical care is full of 
judgment and uncertainty; mistakes are made in any setting, includtng 
HMOs. HMOs may have replaced financial barriers with institutional barriers 
to care. The most effective pressure to perform to satisfy consumers is 
competition. 

V. PHASING AND PART-WAY STEPS 

Section III described the complete CCHP proposal. To have maximum 
impact, the whole plan should be adopted. But CCHP is not an "all or none" 
proposal. It can be viewed as a menu of individual proposals, many of 
which would improve the market, even if adopted alone or in groups•' Or it 
can be seen as a direction--a strategy to be implemented as political and 
economic realities permit. It can be phased in. 
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1. Phasing the Tax-Credit Voucher. As indicated above, a version of 
CCHP with a tax credit equal to 30% of Actuarial Cost for the non-poor, and 
a voucher equal to 100% of AC at the income guarantee level ($4,200 for a 
family of four) and a 20% "benefit reduction rate" would have a net FY 1978 
cost of $3.1 billion. The breakeven income for the voucher would be $8,925 
for a family of four, and about 24% of the population would receive vouchers. 
Alternatively, CCHP with a 60% tax credit, and a voucher wi'th a 12% benefit 
reduction rate would have a net FY 1978 cost of $22.4 billion. 

CCHP might be started with a 30% tax credit for the non-poor, with the 
breakeven point at which the voucher is phased out held constant at $8,925 
in 1978 prices, and with an increase of 2.5 percentage points per year in 
the basic tax credit over 12 years, until the tax credit for the non-poor 
reached 60% of AC. Thus, the net budgetary outlay would be increased an 
average of about $1.6 billion per year. (A table illustrating this is 
shown at the end of Appendix 5.) 

The attractive and unique feature of this approach is that it enables 
the Government to address the basic financial incentives in the 'Whole system 
at a net budgetary outlay of several billions in the first year. 

2. Cap the Exclusion of Employer Contributions. If the above phasing is 
not acceptable, at a minimum, the Administration should propose to cap· the 
exclusion of employer contributions from taxable income at a level high enough 
so that few suffer a loss today, but low enough that in the future many people 
will start paying the extra costs of health insurance out of their own net
after-tax incomes. A level of about $1,500 per year for the sum pf employer 
contributions and premium deductibility would seem about right. Such caps 
exist in the tax laws now (e.g. on group life insurance). 

3. Amend Section 1876 of Medicare. The freedom of choice provision in 
Medicare described above should be enacted whether or not other parts of CCHP 
are proposed. A similar principle should be applied to Medicaid. 

4. Dual Choice. Section i310 of the Public Health Service Act 
("the HMO Act") requires any employer of 25 or more who is subject to the 
minimum wage requirement under the Fair Labor Standards Act to include in 
his employee health benefits plan the option of joining one group practice 
HMO and one IPA HMO if such are available in the area where 25 or more of his 
employees reside. This requirement might be broadened, all at once, or in 
steps. In the interest of enhancing competition, employers might be required 
to add one plan a year up to a maximum of five or six. To this should be 
added the right of any employee to "carry his health plan membership with 
him" as he changes job but maintains the same residence. 

5. Premium Rating by States. The market would be improved if the 
FEHBP asked its carriers to adopt a system of premium rating by States. 
The ca=iers have the information needed to do this, and could do so at a 
nominal cost. A similar practice would be in the interest of any multi
division or multi-plant company that wanted to know its costs accurately by 
location. Some carriers offer this as a service to some multi-
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plant companies now. So _it is not clear why this even needs to be required. 
recommend that the Federal Government show the way by mod.ifying the FEHBP. 

6. Allow Others to Join the FEHBP. The California law authorizing 
the health benefits part of the Public Employees Retirement System allows 
local.government agencies to participate, in the State employees system by 
contract. Would it not make sense to allow other Federal, State, and local 
government agencies to buy ·into the FEHBP? (This assumes the premium rating 
by State outlined above is enacted.) To begin with, some ·of the seven million 
civilian CHAMPUS eligibles might be included, e.g. in areas where military 
facilities are not ayailable. (To include all of them would require resolution 
of some complex problems of coordination with the military direct care system 
and the health pl~ns offered by the civilian employers of some of the bene
ficiaries.) 

7. Should CCHP be tried first in one or a few States? The answer depends 
on the purposes of the trials and how they are done. I do not believe that 
the long-term efficacy of CCHP in motivating delivery system reform can be 
tested in an "experiment, 11 Experiments may be quite useful in producing infor
mation on individual responses to cost-sharing formulas, income subsidies, 
and the like. But people are not likely to make the kind of effort and long
term commitment required to build institutions for an experiment. However, it 
could be very useful to use one or a few States as pilot models to test and 
evaluate rules and procedures in the context of a national decision .to follow 
a CCHP strategy. 

Some aspects of CCHP., such as changes in the Federal Income Tax law., would 
be hard to try on a State basis. Others, such as '"freedom of choice" for 
Medicare beneficiaries should no·t be turned on and off. These changes would 
need to be made nationally at the outset and can be justified on their own 
merits. Many parts.pf CCHP have been in practice for years on a limited basis. 
Multiple-choice has been demonstrated in the FEHBP, in the California Public 
Employees' plan, Medicaid in Oregon, and elsewhere. Congress was sufficiently 
persuaded of the merits of open enrollment and community rating that it imposed 
them on HMOs. CCHP:-merely extends these principles to all qualified health 
plans. ,Operational test and evaluation would probably be wise. But those. 
proposing it should specify what questions the test will answer and how. 

VI. ALTERNATIVES TO CCHP 

Ther,e are two broad alternatives to CCHP, each of which can be des.igned 
to cover the same people and benefits. The stated goals of their proponents 
are the same, i.e. access f.or every American to comprehensive health care 
services of good quality. The essential differences are in their financial 
and organizational structures, in the incentives they prpvide and in the way 
resources would be allocat~d. 
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1. Universal third-party insurance is the most familiar approach, i.e. 
a program that sees to it that, by one means or another, everybody is insured. 
This would generalize the financing principle that dominates our health care 
economy today. There are many variations on the theme, i.e. different mixes 
of public and private insurance and different schedules of copayments and 
deductibles. Most of the perennial NRI bills are in this group, including 
"Kennedy-Mills," "Long-Ribicoff," "CHIP" and proposals by the industry groups 
(AMA, AHA, and HIAA). For purposes of policy analysis, their common reliance 
on the third-party reimbursement principle is more significant than what dis
tinguishes them from each other. 

At least in concept, the simplest way to achieve universal coverage is 
for the Federal Government to serve as the insurer for everybody, as proposed, 
for example, in the "Kennedy-Mills" bill in 1974, a sort of ''modified Medicare 
for everybody." The industry group bills seek to assure universal coverage 
through a mix of private and public programs. Long-Ribicoff would seek to 
close two of the main gaps in present coverage by a catastrophic illness plan 
for everybody and a medical assistance plan for the poor, The Nixon Adminis
tration proposed the Comprehensive Health Insurance Program (CHIP.), essentially 
(1) mandated employer-employee private insurance meeting certain standards, 
(2)a State-operated assisted health care program for low-income and high-risk 
families, and (3) expanded Medicare. 

My criticisms of universal third-party reimbursement insurance are 
developed more fully in Appendix 15. The essential point is that,from the point 
of view of economic incentives, the third-party reimbursement principle is not 
a rational way to finance medical care. Like the cause of air pollution, third
party reimbursement insurance gives people economic incentives to abuse a 
scarce resource. Third-party reimbursement insurance relieves the consumer 
of the additional cost of the services he receives, and therefore the incentive 
to conserve resources, without putting the incentive on the provider. On the 
contrary, fee-for-service and cost reimbursement reward providers for render-
ing more services, and more costly services, whether or not they are necessary, 
effective, or best for the patient. A rational economic system of health care 
financing would tie the physicians to the economic consequences of their decisions 
and hold them responsible for using total health·care resources wisely. It 
,rould also allow consumers to realize the full benefits from choosing less 
costly systems of care. 

The worst effect of universal third-party insurance would be to destroy 
the incentive of consulDc"rs and physicians to reorganize the delivery system 
in more cost-effective ways. It would deny consumers the opportunity to reap 
the benefit from choosing less costly systems or styles of care. Consumers 
would be relieved of most of the costs implicit in their choices, and larger 
reimbursements would be made on their behalf if they chose more costly 
providers. Similarly, with government-financed, open-ended demand for 
services where and when they want to deliver them, physicians would see 
little gain from accepting the discipline of an organized system. 

If you must go along with universal third-party insurance, at a 
minimum you should be sure that there is a "freedom of choice" provision 
similar to what I have recommended for Medicare. 
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A universal third-party system operated by the qoverrunent would add 
roughly $60 billion to Federal outlays, or a net budgetary cost of $50 
billion, with no good way of phasing it in. (Estimate based on Kennedy-
Mills .15) 

2. The Health Security Act is designed to get away from third-party 
reimbursement and to shift health care financing to a per capita and pros
pective budgeting basis within a publicly determined total. The Act would 
assign the entire financing and management of NHI to the Federal Goverrunent. 
It would create a Health Security Board in DREW to administer the program. 
It would ,levy taxes on payrolls, self-employment and unearned income, and 
match this with an equal sum from general revenue. The Board would establish 
an annual national budget, based on the cost of the program in the preceding 
year, adjusted for changes in prices, population and number of providers, 
not to exceed total receipts. Thus, there would be a firm lid on total health 
care spending. The Board would allocate the budget to each DREW region on a 
per capita basis in categories for institutional services, physicians' 
services, dental services, drugs, appliances, etc. Within these totals, the 
Board would then contract for covered services with participating providers, 
i.e. providers who agree to make no charge to the patient for covered 
services. In brief, Health Security would create a system that is centrally 
and politically controlled, in which every participating provider gets all 
his money from the Federal Government. Spending for personal health care 
services would be set in the political process on the basis of national 
priorities rather than in the marketplace based on individual priorities. 

Health Security has important strengths., It recognizes that the third
party reimbursement principle provides inappropriate economic incentives in 
medical care. It seeks to restructure health services into organized systems. 
Capitation financing, which it emphasizes, gives incentives for economic 
efficiency in use of total resources. Health Security seeks equity in the 
use of public funds. And it seeks to equalize. per C'!pita spending among 
regions and between HMOs and the fee-for-service sector., 

Many of Health Security's weaknesses are, summarized in the discussion 
of government monopolies and private markets.17 But the main criticism of 
Health Security is that it cannot achieve its goals.16 The Government cannot 
restructure the system by direct controls. Experience with other regulated 
industries, and with NHI in other countries, suggests Government would 
freeze the system in its existing patterns. The ''Do no direct harm" rule 
has prevented the Government for years from closing unneeded PHS hospitals 
and military bases. Government attempts to close hospitals in obviously 
overbedded areas drown in a deluge of lawsuits and pressure from employee 
groups. Imagine the vested interests and the rigidity surrounding the 
history-based allocations among hospitals, doctors, dentists, etc. It would 
become much more important to provider groups to defend their allocation 
than to serve patients. The Health Security Act seems almost designed to 
freeze existing allocations and to protect existing jobs. 

Further reason to doubt the .ability of the Government to restructure 
the system comes from the recognition that the Federal Government has 
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proved itself to be the enemy of HMOs. The list of counter-productive 
actions and policies is long and impressive. The anti-HMO bias has 
persisted too long and is too broadly based for it to be able to be 
written off as "another: abuse of the Nixon Administration. 1118 The expe
rience suggests the the advocates of ·Health Security must be r.e'luired to 
provide a r'ealistic explanation of how the Government will 'act'u;,lly 
function to restructure the system. They should not be permitted to claim 
good results based on good intentions and some abstract conception of what 
government ought to be. 

The Health Security Act proposes to bring total spending under control 
by '!top-down budgeting." Top-down budgeting may indeed bring total spending 
under control, but of itself, without competition, the mechanism has no 
built-in means for assuring that much useful output is prnduced. This is 
especially true of a medical care program whose outRUt cannot be measured 
in any simple and adequate way. Look at the experience in our largest public 
health care systems. At least by civilian standards, the Defense Department 
operates and fills far too many beds. A recent study of the VA system 
concluded, 11 there are too many acute bed.s being operated in the system... 
about half the patients in acute medical beds, one-third of the patients in 
surgical beds, and well over half the patients in paychiatric beds do not 
require--and are not receiving--the acute care services associated with these 
types of beds. These data provide additional evidence that many more VA 
hospital beds are being operated than are required to meet the needs of 
veterans ... The VA has installed many expensive specialized medical facili
ties that, in many hospitals, are used at rates far below their capacity. 1116 

The point is that i~ the bureaucratic budgeting system, one strengthens 
one's case for more by doing a poor job with the budget one has. If the 
budgeting system at the institutional level is based on workload rather than 
capitation, it gives physicians and administrators incentives with respect to 
utilization that are similar to fee-for-service. 

The Government is simply incapable of managing the Health Security Program. 
It does not have the organization and it cannot acquire the management capability 
on a sustained basis. To illustrate one of the problems, the Act provides that 
members of the Health Security Board will be paid at Executive Level IV. 
This means that the top management of the Program would be paid about 257. less 
than the average doctor. The Board might attract outstanding management talent 
to begin with, based on dedication to public service. But when it becomes 
clear what doing an effective job means, e.g. c2osing excess acute hospitals 
in some areas to pay for needed facilities in others, and Board members 
start feeling the wrath of citizens expressed throu~h their Congressmen, and 
seeing the implementation of their plans tied up in court, the 2-year turn
over typical of Assistant Secretaries in DCD and DREW is sure to emerge. 
Running a large organizatiion effectively requires long-term commitment by its 
managers; it cannot be done well on revolving two to four-year tours. 

Finally, Health Security would add roughly $100 billion to Federal outlays 
in FY 1978 costs, or a net budgetary cost of $90 billion.16 (Alternatively, 
it would add roughly $90 billion to public sector outlays.) And there is no way 
to phase it in. Health Security is an "all or none" proposal. 
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Exhibit 13 

A Background Paper on Financially Troubled Hospitals 

A Report of the HHS Task For~e on Financially Troubled Hospitals 

Prepared by: The Health Care Financing Administration 
Office of Legislation and Pqlicy 
George Schieber, Saul Kilstein, and Claudia Sanders 
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INTRODUCTION 

The Department of Health and liu1113.n Services (HHS) shares responsibility for 
assuring access to care for all of this ·country's citizens and accomplishing 
health care delivery system reforms. During 1979 and the beginning of 1980 
HHS received requests for assistance from a number of hospitals claiming 
that they were tl!lable to continue operations due to financial problems. 
Because thare was no integrated Departmental mechanism to handle such 
inquiries, a task force was establish~d to formulate processes and proposals 
to respond to these requests. The task force examined the problems faced 
by financially troubled hospitals, identified the resources within HHS 
available to deal with these problems, and developed alternative policy 
options. 

This paper reflects the work of the task force. Specifically, this paper: 
(1) presents an estimate of the magnitude of the problem nationally; (2) 
reviews the causes of financial distress; (3) discusses the impact of existing 
HHS programs; and (4) outlines various short-term and long-term options 
for dealing with financially distressed hospitals. 

DL'fENSIONS OF THE PROBLEM 

Approximately one-half of the nation's community hospitals, or about 3,000 
hospitals, are located in urban areas. These hospitals account for 74 percent 
of total hospital beds and 83 percent of total hospital expenditures. There are 
slightly fewer.(about 2930) rural hospitals, but they account for only 26 percent 
of total hospital beds and 17 percent of total hospital expenditures. Rural 
hospitals are typically small, averaging about 85 beds, qr about one-thi_rd 
the siza of the average urban hospital. Occupancy rates of rural hospitals 
average about 67 percent, significantly lower than the 76 percent average for 
urban hospitals. While there are commonalities between urban and rural 
hospitals, those problems contributing to their financial difficulties 
often reflect their different environments. 

Determining the number and characteristics of financially distressed hospitals is 
difficult for a number of reasons: 

First, there is no basic, objective definition of financial distress; 

- Second, there is a paucity of reliable information on an individual hospital 
basis that can be brought together nationally in a consistent and comparable 
manner; 

Third, without detailed studies, it is difficult to attribute financial 
distress to a hospital's particular operating characteristics; and 

Fourth, it is difficult to define deficits for public and non-profit in
stitutions which often receive large supplemental appropriations from 
local governments or philanthropic gifts. 
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De3plta thesa problems, some information can ba obtalned on ho3pltals' financial 
status from a sample of flnancial statements submltted wlth Medicare cost reports 
and from data submitted to the A.necican Hospital Association (AHA). It should be 
noted that tha ce.venu,; and expense data extracted from the Medicai:e financial 
statements are. not use.:! for ceimbucsamant purposes, and, therefore, the.Lr rE!
liability is untested. Data from the AHA ace based on information voluntarily 
r-epoc·ted ,in an annual survey of the nation's co:n11unity hospi,tals. 

Accor·dlng ,to data from the AHA, tha hospital industry, as a "hole, is generating 
a surplus,. In 1978 total revenues to community hospitals were $59.8 billl.on 
and total expenses were $58 billion, casultin:i; in a 2. 7 percent margin of 
"profit". While the industry as a Ii.lole is financially sound, data from both 
the AHA ani the Medicare cost reports show that not all com:nunity hospitals 
ar:e able to generate enough r:eveaues to c~ver thelt expenses. 

Accor-din;: to tha Medicai:e data, in 1977 about 1400 hospitals, or appi:oximately 
24 percent of all com'llunity hospitals, ha:! total expenses that exceeded their 
total 1cevenues. In addltion, about 300 hos·pLtals, or five percent of communlty 
hospitals, reported that total revenues were less than 90 per·cent of total 
ei<penses. Simllar-ly, data from the AHA indicate that in 1978 about 26 percent 
of all com:nun~ty hospitals had total expenses exceeding total revenues, and 
about 4 percent of these hospitals had total revenues whlch were less than 90 
percent of total expenses. As sho;m in Tables 1 and 2, the hos?Ltals which 
operated at a deficit tended to be small, publicly owned, and located tn rural 
(non-SMSA) areas. Although the problem appeac·s to be more severe in rural areas 
based on numbers of hospitals running deficits, in tee-ms of numbers of beds 
and ma;,;nitude of- :leficlt, the bigge1c problems are i'l urbim areas. ., 

Whlle these flgures indicate that a large number of hospitals ar·e running deficits, 
it Ls important to undac·stand the llmltatlons of the :lats. First, deficits are 
quite co:n!llOn in this largely non-pr·ofit industry where hospital deficits attract 
philanthc·opic and State and local support. Second, an operating deficit in one 
year says little about an instltutlon'.s overall nat wo1cth or· its financial stability 
over a multl-year period. Thit·d, deficits in certain instances :nay ba an Lndic;1.tion 
of the nee:! to close all or part of an institution or to convert the facility 
to other uaes. Fina.tty, these :lata pc·ovlde little insight into the ca.usas of 
financiat distress. 

PROBLEMS CONTRIBUTING TO HOSPITAL FINANCIAL DISTRESS 

Every hospital confronts a unlque set ,of internal and external clrcumgtances 
which will dictate how Lt will respond to adverse conditions. While weaker 
facilities might succumb to soma combination of the following generic 
problem areas, others are abla to compensate and survive. Any Federal 
str·ategy must tharefore ba able to provide assistance targeted to the critical 
problem are~(s). It may ultimately ba nacessary to tailor assistance strategies 
for individual institutions. 

Health Insurance: Perhaps the most serlous ptcoblem some hospitals face 
is uncollected revenues due to the inadequate health insurance protection 
of their patient populations. It ls cue r·ently estimated tha.t 22 million 
people, most of whom are poor, have no health insurance at all, and 
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another 20 million have inadequate coverage. Even re~ipients of medical 
assistance under the Medicaid program face varying degrees of financial 
protection as States can limit the amount, duration, and scope of benefits. 

Compounding this problem is the growing number of undocumented aliens,. 
estimated most recently by the Bureau of the Census at about five million. 
Most are indigent, have no health insurance, and in emergencies 
seek care from local community hospitals. While some PHS programs provide 
ambulatory care to individuals regardless of alien status, few finance 
inpatient hospital care. 

Operating Costs: Operating ex?enses of both urban and rural hospitals. are 
increasing at a high rate due to inflation, rapidly advancing medical tech
nologies, excess hospital beds, and ineffectual planning. In many instances, 
individual hospitals' incomes have not kept up with expenses. In addition,"urban 
hospitals are frequently burdened with aging or obsolete physical plants. 
Due to the difficult financial situation of some older hospitals, however, 
depreciation is not always funded. Instead those funds are being diverted to 
meet day-to-day operating expenses. As a result plans for renovation and 
modernization may be delayed. Rural hospitals, on the other hand, are more 
likely to be plagued by low occupancy rates. They are often located in isolated 
areas, serve a sparse population, and lack dependable emergency transportation 
systems. They are frequently limited in their ability to regionalize or share 
services and may find it necessary to provide a broader range of services than 
canoe efficiently utilized. 

Financing: Limits. to public financing are also placing stress on hospital 
budgets. Local funding for public general hospitals is becoming increasingly 
constrained as a result of small (in the case of rural areas) or diminishing 
(in the case of urban areas) local ta.~ bases. In addition, States and muni
cipalities are pursuing general policies of fiscal austerity and in some cases 
are limiting expenditures and curtailing services. Federal health care financing 
programs limit payments to those costs associated with covered services provided 
to beneficiaries; they do not share in the costs of bad debts incurred by hospitals 
providing uncovered services or care to uncovered individuals. Private third
party payers are also limiting reimbursements. 

Further, Federal and State cost containment efforts are forcing reductions in 
the rate of growth of hospital revenues. Some current cost containment effo,ts, 
conducted primarily through public reimbursement programs, have a disproportionate 
effect on hospitals serving the p 0 oor and the elderly. The Administration's 
hospital cost containment proposal, however, would achieve national savings 
on a more equitable basis. Hospitals, in any event, have less money to cover 
revenue shortfalis and operating exigencies. 
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Managemenc: Bad managemenc, manifesced by poor accouncing practices, inade
quate collection efforts, lack of leadership, and an inability to utilize the 
most efficient staffing patcerns, is frequencly a contribucing factor to a hos
pital's poor financial condition. This is more likely to be encquntered 
in complex urban hospitals because they are generally large, have teaching 
affiliations, and provide multiple and complex health programs. Public 
hospitals are often further encumbered by an overlay of local government 
bureaucracy. Audits of municipal hospitals in one major city, for example, 
revealed that a significant proportion of uncollected revenues could have 
been collected from public and private third-party payors if better 
collection procedures had been employed. Rural hospitals, on the other 
hand, frequently encounter difficulty recruiting skilled administrators 
for their smaller facilities and may suffer from management deficiencies as a 
result. Further, smaller hospitals often assert that government regulations 
(e.g., Medicare's conditions of participation) are costly and burdensome to 
meet. 

Health Service Providers: Recruitment of health care personnel and defi
ciencies in community-based primary care services also pose problems to 
hospitals. Low Medicaid reimbursement rates for outpatient physician 
services and ambulatory care, and a shortage of local physicians in the 
inner cities limit local patients' ability to obtain basic care in doctors' 
offices. Consequently, urban hospitals frequently must provide primary 
care to patient~ in facilities designed and staffed for emerge~cy treatment. 

Smaller hospitals find it harder to recruit staff because of their isolation, 
limited potential for career advancement, lack of opportunity for continuing 
education, and the limited technical resources a smaller hospital can offer. 
In addition, the rural/urban differentials for physicians' fees under the 
public health financing programs, as well as the primary care practitioner/ 
specialist reimbursement differentials, all reduce the incentives for 
physicians to practice in rural areas. As a result, a rural hospital may 
lack sufficient medical staff to provide all necessary care and also operate 
at a cost-efficient capacity. 

Closure of a financially troubled hospital could result in a net reduction 
in the amount or quality of health services delivered to the population currently 
served. Further, such a closure could have a secondary effect of threatening 
the financial stability of nearby hospitals if the uninsured and underinsured 
patient population carried by the closing hospital shifts to other insti~utions 
in the area. If there is only orie hospital near the troubled institution, the 
financial problems probably will be transferred to the second institution 
(domino effect). Even if there are several hospitals in the same area, it is 
conceivable that lesser financial problems at each would become more serious 
even if each hospital absorbed only, for example, a portion of. the non-paying load 
of the closing institution. Beyond the institutional impact, hospital closures 
may also reduce the attractiveness of a community for private providers of primary 
care. The resulting loss of physicians in private practice or the impediments 
created to recruitment of new primary care practitioners are likely to create new 
barriers to access to primary care services in the community. 
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FEDERAL CONCERNS A,.'ID STATUTORY AUTHORITIES 

Federal Concerns: The Deparcmenc is 'concerned abouc maincaining access co care 
for individuals in communities chreacened by closure of essencial hospical services. 
Some of Chess endan,ieted inscicucions may serve as Che principal source of 
primary health care services in cercain, ofcen low income areas. In addicion, 
some facilicies emplo)"'larse numbers of communicy residents and are a major 
source of entry level jobs and upward mobility in the hsalth professions, 
especially for minorities. Closure of chase hospitals would threaten com:nunity 
r·asidants' access co care and conflict with Admioiscration objectives and 
responsibilities regarding employment. Further, HHS has an obligation to assure 
that no minotity group bsars a discriminacory bur dan from a l.'e:iuction in a::ce<;s 
to healch services. 

An appropriate Fedetal respon'>e, howevar, shoul:i noc presume that all hospitals 
in financial trouble should be saved. Fedatal assistance to financially tl'oubled 
hospitals shoul:i be consistent with Depatt:ment access an:i system reform o~jectives. 
Assistance should be directed towar:is assuring the provision of necessary health 
care services. At the same time, however, it must be consistent with and directed 
towal.'ds achieving a smooth transition to the ~dministtation's National Haalth Plan. 
Department efforts should sustain the viability of those institutions which are 
necessary resources to the CO[l]Jllunities they setve. In addition, to the e,ctent possible 
under the current tighc budget situation, HH3 action should increase acce'3s to appro
priate care for our poorest, currently uninsured citizens. 

Closure and convets"Lon of excess hospital capacity is a fun:lament'll comoonent 
of the ~:iministtation's strategy fot containing rising hospital costs. This 
country cut·rently has an average of 4.5 beds per thousand population, although 
the National Health Planning Guidelines recommend less than four beds per 
thousand. This produces a national surplus of 130,000 hospital beds. Therefore, 
befote any facility is given aid, the local health planning agency shnul:i 
determine t:he need for that: facility, based on population-based planning an:i 
community circumstances, and on developing alternative approaches which ensure 
that quality of care and access co services are presetve:i. Involvement: of health 
planning agencies would reduce the chance that the Department: may sustain 
inefficient: or undar·utilized facilities that probably shouB. be allowed to 
close, phase doi,n or switch to alternative forms of care. 

Hospital closures at'e extremely controver•sial. While certain hnspical 
closures may ba juscifiable on the basis of objective overall coar:nunlcy health 
planning goals, civll rights consideraclons, costs, and other crltecla, severe 
opposition can generally be expected £r= the locality affectei. If the Deput
ment deci:ies t:o establish a program to aid these hospltals, it ~ay be desirable 
to let an impartial panel of qualified reviewers recommend which facilities 
ultimately shouli receive aid. 

While theta may bes ~edetal responsibility for providing aid to financially 
Ctoubled hospitals in certain cases, ic must be stressed that there is also 
an appropt'iat:e State and local role. State an:i loc,il govet'nments must 
continue their tt'aditional support of public health pt'ogr,i1113 an:l in certain 
cases will need co shal.'e t'esponsibility with the Fedetil.l gover·nment in
ptoviding new ai:i to financially troublei institutions. 
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Establishment of Criteria for Afding Ffnancially"Troubled liospitals: Limited 
authority and financial resources require the development of specific criteria 
to select those hospitals to be assisted. Deriving such criteria, however, is 
difficult for three reasons. First, it 1s difficult to set criteria which are 
sensitive enough to correctly differentiate between hospitals deserving assistance 
and those which should not be assisted. Second, specific selection criteria 
may be contradictory (i.e., maintaining access for certain population groups 
and requiring hospital self-sufficiency). Third, limitations in hospital data 
impede our ability to establish quantitative norms for individual selection 
criteria and/or ·to analyze the icipact on U.S. hospitals. 

Nevertheless, orr !1 piiorf grounds, general criteria can be established which 
target aid to financially distressed hospitals in a manner that assures access 
to area residents, is consistent with current financing arrangements, and 
achieves overall health system planning and refor:n goal_s. A non-exhaustive 
list of general crfteria could include the following: 

Access Criteria 

- Alternative sources of care are not available or accessible, especially to 
minority group persons. 

- The institution complies with PHS titles VI and XVI community service and 
uncompensated care requirements. 

- A large portion of the hospital's patients are indigent and some pro
portion of the hospital's bills are uncollectable bad debts resulting 
from services provided to these individuals. 

Financing Criteria 

- The hospital is unable to remain.in operation without Federal assistance. 

The hospital must submit a viable plan for self-sufficiency over time 
(including management improvements, service consolidation, etc.). 

- Stace and local govern:nents will have to maintain current efforts, and 
will be expected to contribute their fair share towards new assistance programs. 

System Reform arid Plaruiing ·cr.it:eria 

- The institution must provide quality care. 

- The hospital's problems must be subjected to a management analysis by an 
impartial outside review body, and the hospital must agree to cake 
necessary corrective actions. 

- State and local planning agencies must certify the appropriateness of the 
facility. 

' - The facility'and related medical.com:nunities must be willing to make 
changes consistent with Federal system reform policies. 

t 

1. 
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Current HHS Authorities: Major Department responsibilities in this area are 
defined through the Social Security Act and its amendments, the Public Health 
Service Act, and the Civil Rights Act of 1964. Broadly, the Department is 
authorized to finance covered health care services provided to Medicare and Medicaid 
beneficiaries, assure that such car~ is necessary and provided in appropriate 
settings, direct the allocation of ,resources through the health planning 
process, assist in the delivery of care in underserved areas, and directly 
provide care to specific underserved populations. In addition, under title VI of 
the Civil Rights Act of 1964, the Department is charged with the responsibility 
to ensure that recipients of Federal financial assistance (e.g., from Medicare, 
Medicaid, and PHS) do not discriminate on the basis of race, color, or national 
origin. The following sections describe those aspects of current authorities 
which impact on the financial condition of hospitals. 

Programs Administered by the "Health '.Care "Firiaricing'Admfriistraciori (HCFA) 

HCFA Programs: Medicare and Medicaid, established under titles XVIII and XIX of 
the Social Security Act, provide health insurance and medical assistance to 
eligible beneficiaries and recipients. At present there are approximately 
27 million Medicare and 23 million Medicaid beneficiaries. For FY 1980 
Medicare payments to hospitals are projected to total $22 billion, while 
Federal and State Medicaid payments are estimated at $6 billion. Medicare 
reimbursements to hospitals are based on the reasonable costs of providing 
care to the program's beneficiaries. Except _in those S_tates with approved 
alternative reimbursement systems, Medicaid reimbursement for hospital 
inpatient care follows Medicare reimbursement principles. 

Medicare: Basically any decision that Medicare makes on reimbursement practices 
is likely to affect financially troubled hospitals. For example, the decision 
to directly allocate Medicare payments for malpractice pr~miums on the basis of 
beneficiary claims experience may affect financially troubled hospitals, as well 
as other hospitals better able to absorb any resulting reimbursement reduction. 
However, there is one area of Medicare reimbursement, the policy on payment of 
bad debts, that may particularly affect hospitals in financial difficulty. 

Medicare, as a matter of Congressional intent and Department policy, restricts 
its payments for bad debts to those incurred by hospitals in providing covered 
services to program beneficiaries. This policy arises from the Medicare 
principle that reimbursement '!111 be limited to "reasonable" cost. Reasonable 
cost must be determined so that no part of the cost of care for beneficiaries 
is borne by other patients, and conversely, that Medicare and its beneficiaries 
do not pay costs attributable to other patients. Therefore, Medicare will 
reimburse a hospital if a beneficiary has failed to pay the.deductible or 
coinsurance. It will not share, ·however, in reimbursement for other types 
of bad debts-such as those wich arise from uncovered services or uncovered 
individuals. 

One conceiv~ble approach to helping financially troubled hospitals would be 
the revision of the current Medicare policy on payment of bad debts. Some 
believe that a legal argu:,ent can be made for treating bad debts as indirect 
costs of doing business and hence reimbursable under existing authority. The 
task force, however, concluded that the existing Medicare policy of denying reim
bursement for costs associated with individuals and services not covered under the 
Medicare program is clearly a sound one and the most reasonable under the statute. 
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To change that policy might invite a very critical reaction on the part of 
Congress. In addition, as a practical matter, in the absence of new legis
lation it would be difficult to limit Medicare paycent for bad debts only 
to hospitals in financial distress and to specified unrecovered costs 
determined to be legitimate Federal concerns, 

Medicaid: States have considerable discretion in establishing Medicaid eligi
bility and benefit levels, as well as reimbursement rates. Most of these 
decisions profoundly affect financially troubled hospitals. 

o Eligibility arid Benef!is. Over 40 percent of the poor, 16 million people, 
do not have Medicaid coverage either because their incomes are too high 
or because they do not meet categorical eligibility requirements (e.g., un
married adults with no children). States have considerable discretion in 
setting standards for Medicaid eligibility and can limit the amount, duration, 
and scope of benefits (e.g., 10 days of hospitalization in Oklahoma), 
Over twenty States have income eligibility standards below 55 percent of the 
Federal poverty level ($4100 in 1980). Expanding Medicaid coverage for 
the poor would provide hospitals with added revenues and would greatly 
ease the plight of financially troubled hospitals serving large numbers 
of uncovered indigents. However, the impact of such eligibility expansions 
will be highly uneven and impossible to target, Hospitals in some of the 
southwestern States which currently have very restrictive eligibility 
standards will be helped significantly while those in states which currently 
have more liberal eligibility criteria, such as those in the ~ortheast, will 
not be helped as much~ 

o Reimoursemerit, States also have considerable discretion in establishing 
reimbursement ·rules. While most States generally follow Medicare reasonable 
.cost principles for inpatient hospital services, they have significant 
latitude in setting rates for physician and outpatient hospital services. 
In 17 States Medicaid physician ~ayment rates are less than 80 percent of 
Medicare levels. As a result, office-based physicians often refuse to treat 
Medicaid patients. Such patients are forced to seek primary care and treatment 
for routine ailments in more ~ostly hospital outpatient departments and emergency 
rooms. Compounding Chis prob1em, however, many States also have established 
reimbursement rates for ~ospital outpatient department services which are below 
what hospitals calculate are the costs of providing care. Such State policies 
frequently put an additional strain on financially troubled hospitals. 
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Demonscracion and Waiver Auchoricv. HCFA !lls the authoricy co carry out research, 
demonscration, and evaluation projeccs and co waive currenc reimbursement prin
ciples for these projeccs. Under seccion 1110 of Che Social Securicy Ace, HCFA 
can provide funding for research and demonscracion projects which promoce Che 
objeccives of che Medicare and Medicaid programs. Under section 1115 of the 
Social Security Ace, seccion 402 of che 1967 Social Securicy Amendmencs and 
section 222 of the 1972 Amendments, HCFA can provide funding for projects, as 
well as granc waivers. Under sections 222 and 402, HCFA may granc waivers on 
reimbursemenc regulations for Medicare and Medicaid payments, and under section 
1115, HCFA may provide grancs to projects conducced by Scaces for their Medicaid 
programs. 

In some cases, ic may be possible co use .demonstration and waiver auchority to 
aid financially croubled hospicals. However, chis authoricy is limiced by 
stacuce and policy. For example, waivers muse be directed towards the accom
plishment of specific research or demonscracion objectives and cowards fur
thering the objectives of che Medicare and Medicaid ,programs. In addition, 
Medicare waivers cannoc be granted for eligibilicy expansions. 

Programs Administered by che Public Health Service (PHS) 

PHS Programs: The Public Health Service Ace provides the Departmenc with a 
variety of authorities which could, given sufficient appropriations, be used 
co assisc financially .distressed hospicals and to assure the continued avail
ability of health care services for the community served. 

Health Resources Aaministration (HRA): HRA has authority to award grants, 
loans, and loan guarantees to individual facilities or groups of hospicals 
for closure and conversion of unnecessary beds and services. Some of these 
authorities are operational, while others have no funds currently available. 
These programs are integrated with the health planning process to assure 
that the community interest, and not just the needs of an individual hospital 
are served. Proposal review includes an assessment of the facility's appropri
ateness, mix of services, bed-population racios, occupancy rates, length of 
stay and the potencial impact on minorities served within the community. 

Specific authoricies include the following: 

o Health Planning Agencies. Under P.L. 93-641 and the 1979 amendments 
to the Public Health Service Ace, health planning agencies play an in
tegral role in decisions related to the allocation of health resources. 
As the agencies carry out their reviews for appropriateness of services 
and certificate of need, they consider a wide range of criceria on the 
merics of individual projects or facilities. Cercificate of need regu
lations promulgaced in 1979 include criceria specifically related to 
maintaining access to services, including meeting the health needs of 
members of medically underserved groups. In addition, under the Health 
Planning Ammendmenc of 1979, ic appears that closures or conversions 
which involve a cerminacion of a health care service or a significanc 
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reduction in bed capacity and also .involve a capital expenditure will be 
subject to a cer.tificate of need review. 

o Conversion and Discontinuance of Unneeded .Hospital Ser.vices. Sections 
1641-1644 of the'PHS Act provide for grants to be made available for 
voluntary closure and conversion of unnecessary hospital services. 
Authorized by the new health planning amendments, there are no current 
appropriations for such grants, and no appropriations are requested in 
the President's revised FY 1981 budget. The program is authorized at 
levels of $30 million in FY 1980, and $50 million in FY 1981. 

o Loans and Loan Guarantees. Sections 1601 and 1602 of the PHS Act pro
vide authority for the Department to give loans and loan guarantees 
for approved closure and conversion projects, correction of Life
Safety Code violations, and development of outpatient facilities. 
The Department has already co=itted $1.3 billion for these purposes. 
The President's budget for FY 1981 states that during FY 1981 no 
commitments for loans or loan guarantees will be made. Furthermore, 
to qualify for such loans (if they were made available), the hospital 
must provide evidence of financial viability sufficient to protect the 
fiscal interests of the Federal government. Thus, the hospitals most 
in need of financial assistance might have the greatest difficulty 
qualifying for such loans. 

o Project Grants for Life-Safety Code Vicilacions and Outpatient F.a:ci'.Iities. 
Section 1610 of the PBS Act authorizes the Department to make grants 
to facilities for (a) the correction of Life-Safety Code violations and 
(b) outpatient medical facilities. For section 1610(a), $50 million 
is authorized in both FY 1980 and FY 1981. For section 1610(b), $15 
million is authorized for FY 1980 and FY 1981. No appropriations for 
these sections, however, are included in the FY 1980 or FY 1981 budgets. 

o Default Autbority. Under title XVI of the PBS Act, the Department is 
authorized to expend funds to prevent hospitals from defaulting on title VI 
or XVI loans. Managerial, legal, and technical assistance may be provided 
to prevent such defaults. This is not a grant program but, rather, 
a Federal set-aside fund designed toback the government's guarantee 
in case of default or to take action to prevent a default. 
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o Uncomoensated Care and Community Services Assurances. HRA is responsible 
for enforcing the community service assurance provisions under section 
1602(6)of the PHS Act. Under this provision hospitals t.hich received 
funding under title VI or XVI must ensure that their services are available 
to all members of the com:nunity. 

HRA also enforces the Hi.11-Burcon "free care" provisions. This requirement, 
under which a hospital that received Hill-Burton funding is expected 
co provide a certain amount of charity care, has a two-edged effect. 
A financially sound hospital is required to provide a certain dollar 
volume of uncompensated care annually, proportionate to its Hill-Burton 
obligation or its operating revenues. Fulfillment of this obligation 
by such viable hospitals may relieve some pressure on financially troubled 
community hospitais. Conversely, to the extent that financially troubled 
hospitals must also comply with the "free-care" provision, this requirement 
may exacerbate their financial predicament. Hospitals in serious financial 
trouble, however, may defer meeting their free care obligations until 
such time as they are financially able to provide such services. 

Health Services Administration (HSA): HSA programs provide support for high 
quality, comprehensive medical care in medically underserved areas. This 
authority is particularly applicable were cur.rent facilities are unable to 
provide efficient and cost-effective care to the co111II1unity. Most frequently, 
the need exists were there is a shortage of appropriate medical personnel 

• and/or the lack of appropriate facilities to provide Che services most needed. 

Specific authorities include: 

o Granes to Hospital Affiliated Primary Care Centers. Section 328 of the 
PHS Act authorizes grants to public general and private not.-for-profit 
hospitals to plan, develop, and operate primary care centers within their 
own institutions. They are to be staffed to provide comprehensive and 
continuous primary care in medically underserved areas. One million 
dollars is budgeted for FY 1980 for developmental purposes; $9.7 million, 
to support continuing projects, has been requested for FY 1981. The 
program is authorized ac $25 million for FY 1980 and $30 million for 
FY 1981. 

o Com:nunity Health Centers. Section 330 of the PHS Act established the 
Community Health Centers Program. This program focuses on the develop
ment of ·health services delivery capacity and the support of ambulatory 
health care projects located in rural and urban medically underserved 
areas. Current funding under this program is $319 million; $343.4 million 
has been requested for FY 1981. The program is authorized at $405 million 
for FY 1980 and $472 million for FY 1981. 
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o National Health Service Corps. Section 331 of the PHS Act established 

the National Health Service Corps (NHSC). Communities and facilities 
(including hospitals) designated as critical health canpower shortage 
areas are eligible for assignment of NHSC personnel. Currently, about 
1,850 NHSC personnel are assigned to 448 communities. Total budget 
for loans and operations under this program is $72.8 million in FY 1980; 
$87 .2 million has been requested for FY 1981. The program is authorized 
at $82 million for FY 1980 and must obtain new authorizations for FY 1981. 

o Maternal and Child Health and Crippled Children's Services. Title V 
of the Social Security Act authorizes grants to States for specified 
services provided to mothers and children and crippled children. As 
this program is primarily one of providing· formula grants to the States, 
the Department has relatively.little control over its usage. Funding 
for FY 1980 is $345.5 million, and appropriations of $357.4 million 
have been requested for FY 1981. The program is authorized at $400 
million for both FY 1980 and FY 1981. 

o Research and .Demonstrations. Section 340 of the PHS Act authorizes 
the Depar.tment to fund. research and demonstration projects in urban 
and rural locations wich directly relate to the provision of health care. 
Fourteen million dollars were appropriated for these purposes in. 
FY 1980; no appropriations have been requested for FY 1981. The program 
is authorized at $24.5 million for FY 1980 and $27 •million for FY 1981. 

Alcohol, Drug Abuse, and Mental Health Administration (ADA.'!HA): ADAMHA's 
grant and contract programs provide support for specific research, training, 
and service projects or programs which address alcohol, drug abuse, and mental 
health needs. Hospitals are among the institutions eligible to receive sup
port under programs including: 

o Drug Abuse Community Service Programs. The objectives of this program 
are to reach, treat, and rehabilitate narcotic addicts, drug abusers., 
and drug dependent persons. Drug abuse service projects may provide 
detoxification and institutional or community based aftercare. Appro
priations for this program amount to $161 million for FY 1980; $161 
million have been requested for FY 1981. Authorization levels are 
$169 million for FY 1980 and $185 million for FY 1981. 
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o Community Mental Health Centers-Comprehens.1.ve Serv.ices Support. This 
program provides grants to support comprehensive mental health services 
through collllllunity mental health centers. FY 1980 appropriations for this 
program total $290.3 million; $322.2 million have been requested for 
FY 1981. Authorization levels for FY 1980 vary for different components 
of the program and include some open-ended authorities. New authorizations 
will be necessary for FY 1981. 

o .Ucobolism Treatment and Rehabilitation/Occupational J!.lcoholism Service 
Program. This program offers project grants for programs to provide 
alcohol abuse and alcoholism treatment· services and to coordinate and 
integrate services within the broader context of accessible community 
based re~ources. FY 1980'appropriations are $78:7 million; the FY 1981 
budget request for this program is $108.3 million. The FY 1980 authori~ 
zation level is $102.5 million; for FY 1981, $115 million is authorized. 

Concerns of the Office of Civil Rights. (OCR) 

Office of Civil Rights. Responsibilities: Also relevant to this discussion 
is the enforcement of title VI of the Civil Rights Act of 1964 and section 504 
of the Rehabilitation Act of 1973. These authorities provide that no person 
shall be excluded from.participation in, be denied the benefits of, or be 
otherwise subjected to discrimination on the grounds of race, color, national 
origin, or handicap under any program or activity receiving Federal funds. 
OCR is involved in the application of this doctrine to health care facilities 
receiving Federal funds, e.g., Medicare, Medicaid and PHS monies. 

OCR is concerned that the Department, in seeking to achieve the legitimate 
objectives of reducing unnecessary hospital bed capacity and containing 
costs, not unwittingly promote actions that would disproporti.onately affect 
minorities or other disadvantaged or medically underseryed popuiations. 
Discrimination may occur where the closing of a hospital has a dispropor
tionate effect on minority group pe.rsons who cannot obtain alternative or 
substitute services because those services are not available or ac.cessible 
to ·chem. 

Blacks, Hispanics and other minority group persons living in inner cities 
often rely on the services offered at a particular hospital, and could be 
adversely affected by a reduction (either by relocation or termination) 
of those services, In investigating civil rights complaints, OCR will focus 
primarily on two factors: (1) whether the reduction will have an adverse effect 
on those patients who use the facility; and (2) whether the adverse effect, 
if any, falls disproportionately on minority patients. Where OCR finds a 
disproportionate adverse impact, the hospital will be required to 
establish that the reduction is necessary to achieve legitimate objectives 
that are unrelated to race or national origin, and that the objectives can-
not be achieved by other measures having a less disproportionate adverse 
effect. 

https://Centers-Comprehens.1.ve
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Current Legislative Proposals 

Curr~nt Legislative ·Initiatives: ·several important pending legislative 
proposals would dire~tly or indirectly aid financially troubled hospitals, 
principally by expanding coverage for the poor. Proposals such as the 
Administration's Child Health Assurance Plan (CHAP) and the National Health 
Plan (~HP) could provide some relief to these hospitals by extending insurance 
coverage to many currently uncovered, poor individuals. CHAP will extend 
Medicaid coverage to an additional two million poor children and 100,000 
pregnant women. If CHAP is enacted, $510 million in additional Federal 
and State funds will be available to pay for the health care of these 2.1 million 
currentlY, uncovered individuals. While not earmarked for any specific hospital 
or group of hospitals, these funds should provide substantial fiscal relief to 
a number of financially troubled institutions. , 

The Administration's National Health Plan (NHP), if enacted, would provide 
comprehensive coverage to an additional 10 million low income individuals 
by eliminating the current Medicaid categorical restrictions and establishing 
a minimum income level below which all persons would be covered. NHP would 
also help overcome some of the current state-by-state differentials and in
equities in Medicaid reimbursement rates for outpatient services. NHP would 
assure fair and uniform reimburse~ent rates for outpatient services provided to 
the poor, the disabled, and the elderly covered under the· new HealthCare structure. 
NllP would thus provide substantial financial relief to all hospitals but 
especially to those serving large numbers of elderly and indigent persons. 

It should be noted that neither of these new programs will cover undocumented 
aliens. While the PHS has grant programs which pay for health care services 
provided to uncovered individuals, including undocumented aliens, funding for 
these programs is currently limited. Moreover, major expansions of coverage 
to undocumented aliens might be problematic since taxpayers would be ~sked 
to underwrite ·the costs of these services when other health and social programs 
for needy citizens are being severely strained or curtailed. Nevertheless, an 
argument can be made that the problems of undocu~ented aliens are a Federal 
concern and not a local responsibility. Consequently, inaction at the Federal 
level would result in an unfair continued reliance on local tax bases to underwrite 
the cost of care for these individuals. 
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OPTIONS 

Federal strategies for dealing with financially .troubled hospitals may be 
structured around existing programs and authorities or can be based on new 
programs specifically tailored to aid these hospitals. Options for aiding 
finan~ially troubled hospitals can be separated into long-term and short-term 
approaches. A case can also be made for no new initiatives given the lack of 
reliable information on the magnitude of the problem and the current austere 
budgetary climate. 

Long-term approaches concentrate on overall health systems reforms. Some of 
these approaches would provide beneficiaries with protection against health care 
expenses by expanding in~urance coverage. Other approaches would provide aid to 
hospitals by changing reimbursement principles. Short-term approaches would give 
aid to individual financially distressed hospitals and could provide assistance 
through a grant, loan, or demonstration program. These approaches require 
mechanisms and criteria to target funds to selected hospitals with legitimate 
financial needs. 

Federal funds should not merely replace State and local funding sources; nor 
should they be used to subsidize inefficient management or inappropriate facilities 
and services. Hospitals wich should be closed on the basts of objective planning, 
access, financial, and civil rights .criteria should not be encouraged to continue 
operating. Sta~e and local governments should be active partners and assume their 
appropriate share of responsibility in providing assistance. 

The options presented are not mutually exclusive. Various combinations of 
options can be considered in order to provide a multifaceted approach for 
aiding financially troubled institutions. Thus·, wile the National Health Plan 
might be viewed as a long-term source of relief to many financially distressed 
hospitals, other short-term efforts might be needed in the meantime. Further, 
the options are potential solutions to the problems of financially troubled 
hospitals from an HHS perspective. Any approach chosen needs to be coordinated 
with the programs and concerns of States and other agencies. 

The range of options includes: 

Take No New Accion 

o Initiate no new programs. 

Short-Term Options 

o Use existing Medicare and Medicaid waiver and demonstration authorities and 
continue to seek broader authority in this area; 

o Seek increased appropriations for existing PHS grant and loan programs; and 

o Obtain new legislation to establish grant and/or loan programs to provide 
•unrestricted forms of aid. 
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Long~Term Options 

o Expand health insurance coverage through early implementation of NHP or 
through.new legislation for expansion of Medicaid eligibility and reimbursement 
provisions; and 

o Require Medicare and Medicaid hospital reimbursements to hospitals to 
include payment for a proportionate share of the costs associated with 
bad debts incurred for necessary and appropriate care provided to uncovered 
individuals (either in specially selected hospitals or in hospitals which 
have a Hill-Burton obligation to provide uncompensated care). 

I, Take No New Action 

Given the current knowledge base and budgetary climate, HHS may not 
want to take any new actions to increase hospital reimbursements. 

Option 1: Do not initiate any new programs or -activities. 

Pros 

1. For the time being, the problem could be viewed essentially as one for the 
States to solve. 

2. No increase in Federal spending is consistent with the current budgetary 
and fiscal climate. 

3. Inaction would cause certain inefficiently run hospitals to close and would 
keep pressure on localities to make more radical reforms in their health 
care delivery systems, 

4. Given the current insufficiency of reliable information, the appropriate 
action could be to undertake no new Federal initiatives. 

1. Some financially troubled hospitals 'Which should be aided on the basis of 
objective planning, access, civil rights, or other criteria might be forced 
to close. 

2. Financially troubled hospitals may refuse to treat uncovered or inadequately 
covered individuals, 

3. The Department would not have an adequately funded and focused approach for 
-dealing with financially troubled hospitals. 

4, This action might be viewed as HHS backing off from its overall health 
systems responsibilities. 
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II. Short-Term Ootions 

A. Medicare and Medicatd OptLons 

Financlally troubled hospttals could be atded by using exLsting Medicare and 
Medicaid demonstration and waiver authorities as well as continlling to seek 
enactment of new legislation to broaden these authorities. New legislation 
is needed to increase the authorization and appropriation levels available for 
full Federal funding for Medicaid demonstrations. Legislation is also 
needed to expand Medicare demonstration and waiver authorities to allow 
for eligibility demonstrations. 

Ootion 2: Increase use of existing Medicare and Medicaid demonstration and 
waiver authorities, and continue to seek enactment of legi~lation to 
broaden these authoritLes. 

l. Implementation of some elements of this option could be initiated immediately. 

2. Information from these demonstrations would be extremely useful in designin5 
future Medicaid eligibility expansions and implementing NHP. 

3. New legislation could provide HHS with broader authority to experiment.with 
NHP eligibility and reimbursement provisions \Jhich would, at the same time, 
aid financially troubled hospitals. 

4. Demonstrations could be targeted to the poorest individuals in the catchment areas 
around financially troubled hospitals or to situations where alternative or 
substitute services are not available or accessible. 

5. Restructuring of the local health care delivery system would be achieved. 

l. Waiver and demonstration authorities currently have specific limitations 
which may reduce their applicability to certain hospital problems. They 
are time-limited; they must be granted for unique research/demonstration 
projects which are directed towards meeting the objectives of the Medicare 
and Medicaid programs; and they have procedural restrictions (i.e., section 
1115 waivers can only be awarded to a State Medicaid agency). 

2. Such demonstrations might not provide sufficient aid to hospitals suffering 
from special problems, such as providing care to large numbers of undocu
mented aliens. 
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3. Attempts to apply current demonstration/waiver authorities on a large scale 
basis beyond their traditional use would be controversial and might lead to 
litigation and Congressional repeal of authorities.•· 

4. Congress may be unwilling' to give the Depart::ient greater authority to waive 
program requirements. 

B. PHS Options 

The Department could s?ek increased funding levels for currently authorized 
PHS programs and statutory authority and appropriations for new grant 
or loan programs specifically designed to aid financially troubled hospitals. 

Option .3: Seek increased Congressional appropriations for currently authorized 
PHS programs. 

Pros 

1. Since Congress has already authorized these programs,. appropriations 
could be approved quickly. 

2. Grants and loans can be targeted to specific institutions and ~o 
specific detailed problem areas. 

3. Administrative mechanisms are already in place. 

Coris 

1. Several diverse programs, with different selection criteria, timing of 
awards, etc., would have to be coordinated in order to have a systematic 
impact on financially troubled hospitals '-Il.ich face multiple problems. 

2. Grant programs that provide payments for uncovered individuals are quite 
limited in scope and emphasize outpatient care only. 

3. Specific appropriation levels for each program inhibit flexibility in 
both awarding and using grant and loan funds. 

4. Some existing loan/loan guarantee programs require financial viability 
as a precondition for granting assistance. 

5. 0MB and Congress have previously been unwilling to fund these programs, 
even at ·currently authorized levels·. 
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Option 4: Seek new legislation for an HHS. grant and/or loan pcogram specifically 
designed to aid financially troubled hospitals (existing PHS grant and 
loan programp would need to be coordinated with the new program). 

Pros 

1. HHS would have general authority to make payments to financially troubled 
hospitals. 

2. Aid could be targeted directly to specific institutions. 

3. Specific criteria would be established to determine when a hospital is 
eligible for aid. 

Cons 

1. A new program could cause confusion unless careful coordination were 
made with existing grant programs. 

2. An administrative structure would be needed to decide which hospitals 
would get the appropriated funds. 

3. Congress ana 0MB may be unwilling to appropriate sufficient funds. 

4. Such a program may be perceived as a long-term "bail-out" for inefficient 
hospitals. 

S. Department support of a new PHS grant program may result in diminished 
approriations for existing programs. 

III. Long-Term Options 

A. Health Insurance Coverage and Reimbursement Expansions 

The problems of financially cr·oubled hospitals which result: from limited healt:h 
insurance coverage and low out:patient reimbursement rates can be alleviated 
by expanding healt:h insurance coverage for all poor people and increasing 
reimbursement for ambulatory care services. This will result: in a major infusion 
of funds for all hospit:als secving the poor an:i the elderly, and will provide 
health insurance protection for large numbers of people. This act:ion can be 
accomplished eit:her through a special Medicaid legislative initiative or through 
early enactm~nt of NHP. 
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·Option 5:· Seek early enactment and implementation of Phase I of NHP. 
(Cost: $17.2 billion in 1980 dollars) 

Pros 

1. Would provide health insurance for our poorest citizens. 

2. Expanded coverage would help eliminate one of the major problems faced 
by financially troubled hospitals, treatment of the uninsured poor. 

J. Increased physician and hospital outpatient department reimbursements will 
provide major financial relief to many financially troubled hospitals. 

Cons 

l. Financial benefits from eiigibility expansions and reimbursement changes 
could not be targeted to specific financially troubled institutions or 
geographic areas. 

2. Would be extremely costly to States and the Federal government. 

3. Congressional passage of a program of this magnitude may be unlikely at the 
present time. 

4. These expansions would not help certain uncovered groups such as undocu
mented aliens. 

Option 6: Seek legislation to expand Medicaid eligibility and outpatient reim
bursement rates. 
(Cost: $100 million to $5 billion) 

l-3 Same as Option 5. 

4. Congress may be more willing to· adopt a limited Medicaid package than a 
comprehensive national health insurance program. 

Cons 

l-4 Same as Option 5. 

5. Might be viewed as a backing off from. NHP. 
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B. Increased Medicare and Medicaid Rei:nbursement for Bad Deb.ts 

Financially troubled hospitals could be aided by allowing Medicare and Medicaid 
reimbursements to include pay:nents for providing care to uncovered individuals. 
These increased reimbursements could be provided to hospitals selected according 
to specific need criteria or to hospitals fulfilling their Hill-Burton "uncom
pensated care" requirements. 

Option 7: Seek legislation to require Medicare and Medicaid hospital reim
bursement to include payments under defined circumstances for 
their share of the costs associated with hospital bad debts due 
to care provided to uncovered or inadequately covered individuals. 
(Cost: Depends on the number of hospitals involved and the types of 
bad debts for which reimbursement would be paid. If Medicare and 
Medicaid paid their share of costs associated with total bad debts in 
all hospitals, it would cost between $500 million to $1.5 billion). 

Pros 

1. Could provide substantially increased reimbursement to hospitals in a 
precarious financial condition due to bad debts arising from the provision 
of care to large numbers of uncovered indigents. 

2. Would channel most assistance to those hospitals with large proportions of 
Medicare and Medicaid patients. 

Cons 

1. Use of Medicare funds to pay for care for uncovered or inadequately covered 
individuals would be a major departure from the statutory requirement of 
paying only for the costs of covered services to Medicare beneficiaries. 

2. Could impose additional costs on States, unless the States reduce their 
Medicaid services. 

3. From an equity perspective, unless general revenue contributions to the Medicare 
Part A Trust Fund are mandated, it would be inappropriate to use these 
monies, wich are raised through a regressive payroll tax, to support 
financially troubled hospitals·. 

4. Would establish a de facto medical assistance program controlled by the 
hospital, not the government. 
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Option 8: Provide Medicare and Medicaid reimbursement for their share of the 
costs associated with services provided in fulfillment of the Hill-
Bur to.; 11';.,ncompensated care" requirement. • 
(Cost: About $100 million) 

Pros 

1-2 Same as Option 7. 

3. Would reduce political opposition to the new Hill-Burton requirements, 
and would provide a greater incentive for compliance. 

Cons 

1-3 Same as Option 7. 

4. Not all financially troubled hospitals have received Hill-Burton funds, 
and not all hospitals which have received Hill-Burton funds are finan
cially troubled. 

S. Might be viewed as a backing off from the requirement to provide uncom
pensated care, and an admission that HEW is unable to achieve compliance. 
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Table 1.-~DICARE COST REPORT DATA 
Distribution of Hospitals by Ratio of Total Revenue to Total Expense 
and Salected Characteristics: National Estimates, 1977 

Urban/Rural 

SMSA 

Num!ier 
Percent 

Non-Sl:ISA 

Number 
Percent 

Type of Control 

Non-Profit, Non-Government 

Number•••••••••••••••••••••• 
Percent••••••••········••••• 

For-Profit, Non-Government 

Number 
Percent••••••••·•··•·••••••• 

State and Local Government 

Bed Size 

0-99 

100-299 

300-499 

50o+ 

Number·•·•·•···•·····••••••• 
Percent•••••••••••·••••••••• 

Num!ier •••••••••••••••••••••• 
Percent···•······••···•··•·• 

NU!llber •••••••••••••••• • • • • • • 
Percent•••••••••••••••·••·•• 

Nu.~ber ••••••••••••••••··•··· 
Percent••···••••···••••••••• 

Number••••·••·•••••••••••••• 
Percent••··••••••••••••••••• 

Total Revenue*/Total Exoense Ratio 
Less than 1.00 1.00+ ~ 

471 2252 2723 
17.3 82.7 100.0 

927 2166 3093 
30.0 70.0 100.0 

692 2569 3261 
21.2 78.8 100.0 

164 571 735 
22.3 77.7 100.0 

542 1278 ;1.820 
29.8 70.2 100.0 

994 1957 2951 
33.7 66.3 100.0 

281 1656 1937 
14.5 85.5 100.0 

75 515 590 
12.7 87.3 100.0 

49 289 338 
14.5 85.5 100.0 

Number of hospitals in each cell may be off by +1 or -1, due to rounding error. 

*Total revenue equals revenue t~ the hospital received from all sources (patient and non
patient revenue) nee any allowances and deductions such as bad debts, Blue Cross discounts, 
etc. 
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Table 2.--A.'iERICA.~ HOSPITAL ASSOCIATION DATA 
Distribution of Hospitals by Ratio of Total Revenue to Total 
Expense and Selected Characterist_ics: National Estimates, 1978 

Total Revenue*/Total Exoense Ratio 
Less th3n 1.00 l.Oo+ Totals 

Urban/Rural 

SMSA 
Number ..••.................. 
Parcent 

551 
21.5 

2008 
78.5 

2559 
100.0 

Non-SMSA 
Number.............•..•••••• 
Percent••••••••••·•••••••••• 

768 
31.3 

1685 
68.7 

2453 
100.0 

Type of Control 

Non-Profit, Non-Government 
Num!ier•••••••••••••••••••••• 
Percent.~••··••••···••••••·· 

731 
23.7 

2349 
76.3 

3080 
100.0 

For-Profit, Non-Government 
Number.............•..•.•••• • 
Percant 

95 
21.8 

340 
78.2 

435 
100.0 

State & Local Government 
Num!ier •••••••• • • •••••• • • • • • • 
Percent••••·•••••·••·•···••• 

493 
32.9 

1004 
67.l 

1497 
100.0 

Bed Size 

0-99 
Number ..•••.•••••••••••••••• 
Percent ■ •••••••••••••••••••• 

777 
34.9 

1452 
65.l 

2229 
100.0 

100-299 
Sumber........•.•••...••••.• 
Percent ■ •••••••••••••••••••• 

391 
20.8 

1487 
72.2 

1878 
100.0 

300-499 
Number•••••••••••••••••••••• 
Percent ...........•••..•••.. 

90 
14.8 

518 
85.2 

608 
100.0 

5oo+ 
Number..•..••.........•....• 
Percent··•··•·•··••••••••••• 

61 
20.5 

236 
79.5 

338 
100.0 

* Total revenue equals revenue that the hospital received from all sources 
(patient and non-patient revenue) nat any allowances and deductions such 
as bad debts, Blue Cross discounts, etc. 
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Addendum 

On June 24, 1980 after careful consideration of the options presented by 
the task force, Secretary Haris a'nnounced her decision on an HHS strategy 
for assisting certain financially troubled hospitals. The basic.features of 
the HHS approach are: ~7 -

o establishing a coordinated HHS operating structure to assure consistency 
among HHS programs and to respond to requests for assistance; 

o using existing Medicare and Medicaid deconstration and waiver author.itie~; 

o seeking enactment of legislation providing for expanded Medicare and 
Medicaid demonstration and waiver authorities; and 

J 

o seeking increased appropriations in FY 82 for certain existing PHS 
grant and loan programs. 

This strategy is aimed at assuring the provision of necessary and .appropriate 
health care services for individuals in communities threatened by closure of 
essential hospital services. It will allow the Department to be responsive 
to areas of critical need, while at the same time develop a knowledge base 
upon which the eligibility expansions, service reform and reimbursement ob
jectiyes of the Administrations' National Health Plan can be te~ted and refined. 
Furthermore, this approach is consistent with both the Department's system 
reform objectives and current Federal budgetary priorities. Under this strategy, 
assistance will be provided .to those institutions which are providing care 
to our poorest citizens, and which are determined to be needed on the basis 
of objective access, planning., and system reform criteria. Federal funds, 
however, will not be used to "bail out" inefficient. hospitals or as a subst.lt.ute 
for State and local funds. State and local governments must assume their 
appropriate share of responsi~ility in providing assistance. 

In order to implement this strategy, an HHS coordinating committe.e will provide 
guidance to the Departmental components involv~d in this effort and w~ll monitor 
their progress. Members of the committee include the Under Secretary, 
Nathan Stark; the Deputy Administrator of the Health Care Financing Administration, 
Earl M. Collier, Jr.; the Deputy Assistant Secretary for Health of the Public 
Health Service, Charles Miller; and the Assist.ant Secretary for Planning and 
Evaluation, John Palmer. • 

Demonstrations wich seek to improve the effectiveness of the Medicare and 
Medicaid programs as well as provide aid to some vital financially troubled 
hospitals will be conducted by the Health Care Financing Administration (HCFA). 
Using existing waiver and demonstration authorities, HCFA will undertake a 
limited number of projects to explore issues such as closure and conversion, 
targeted expansions of Medicaid eligibility, the role of public general hospitals, 
and capitation reimbursement. arrangements. A special soricit.at.ion, to be issued 
in the Federal Register in Sept.ember, will provide details and crit._eria on 
the demonstration projects. 
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,rtment will also vigorously pursue passage of legislation to expand 
waiver and demonstration authorities. Two legislative changes are 

sought. The first change would expand the waiver and demonstration 
:ity under titles XI, XVIII, and XIX of the Social Security Act to allow 

.o waive certain additional program requirements under Medicare and the 
, program. Current Medicare demonstration and waiver authorities limit 
jects to reimbursement experiments and do not permit waiver of program 

Lgibility requirements. Further, there is no waiver authority under the 
,RO program. The current Medicaid waiver authority, on the other hand, permits 

,road experimentation with all aspects of the Medicaid program. By enacting 
a new general demonstration and waiver authority that would permit the same 
authority for Medicare and PSRO programs as for Medicaid, HCFA will be able 
to conduct integrated demonstration projects. 

The second legislative change would expand the ceiling on the amount of full 
Federal funding available for section 1115 demonstration projects. Normally, 
any Federal funds expended under section 1115 must be matched by the State 
on the basis of the State Medicaid matching rate. Currently, only $4 million 
in Federal funds (of which HCFA is allocated $1.7 million) can be expended 
without required State matching. 

In addition to using demonstration and waiver authorities, the Department 
anticipates seeking increased funding in FY 82 for Public Health Service 
programs that assist financially troubled hospitals and the populations they 
serve. Relevant authorities for which additional appropriations may be sought 
include Grants to Hospital Affiliated Primary Care Centers (section 328 of 
the PHS Act), Grants for Closure and Discontinuance of Unneeded Hospital Services 
(sections 1641 - 1644 of the PHS Act), and Project Grants for Life Safety 
Code Violations and Outpatient Facilities (sections 1610(a) and (b) of the 
PHS Act). 

·Overall, the HHS strategy will assure the the financial viability of those threatened 
vital institutions which serve many of the poorest individuals in this country. 
It will also develop a knowledge base for future programs, support system 
reform objectives, promote hospital management improvements, and create a 
more effective partnership with State and local governments. 
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I. CHARGE TO THE TASK FORCE 

The Task Force and its membership was established by the 

Executive Board of the American Public Health Association with the 

following charge: 

"to assess the effects of recent public general hospital
closings on the health of the populations formerly
served by them, and to propose (if indicated) an APHA 
position on the issues involved." 

The Task Force agreed that its goal would be the creation of 

a Report based on facts and which would lead to an informed policy 

for the American Public Health.Association on issues involved with 

Public General Hospital closings and their potential effects on the 

populations served. (See Section V below) 

II. CURRENT STATUS OF PUBLIC GENERAL HOSPITALS 

1. The recent Commission report on Public General Hospitals 

noted that public general hospitals are an important 

national resource, and serve vital community functions.I 

a. They represent 33% of the community hospitals
in the United States, and 24% of short term 
general hospital beds. 

b. With only 24% of beds, they account for 45% 
of all visits to organized outpatient depart
ments in community hospitals (excluding referral 
and emergency visits). 

c. They train almost 40% of medical and dental 
residents and 20% of other health professionals
who are trained in community hospitals. 

d. Publicly-owned university hospitals account for 
two-thirds of all university hospitals. 

e. Almost 50% of hospitals and 40% of beds in rural 
areas are publicly-owned. More than half are the 
only hospitals located in the counties they serve. 
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f. In the 100 largest cities, publicly owned 
public general non-university hospitals 
represent 9.3% of all non-university general 
hospitals. These hospitals account for 14.7% 
of beds, 45% of outpatient visits (excluding
referral and emergency visits) and 27% of 
emergency visits. In these 100 cities these 
~ublic general hoipitals 

- average 422 clinic visits a day and 210 
emergency visits a day (twice as many of the 
latter·as any other category of hospital); 

- provide special services in far greater 
proportion than their number; 21% of the 
psychiatric emergency programs in all 

• urban community hospitals and 26% of all 
alcohol detoxification and treatment units. 

- in 50% there are neonatal intensive care 
units, and in one third there are burn 
care units. 

- tr.ain almost 20% of medical and dental 
residents and 10% of all other health 
professions trainees. 

2. Despite the important functions, public general hospitals 
and in particular, urban public general hospitals, 

are considered to be in crisis.* 

a. Because of undercapitalization, many of them 
are house4 in old and deteriorated physical 
plants, thereby increasing operating costs, 
making it difficult to provide the highest
quality of care, and making them unattractive 
to patients. 2 One Study found that public 
hospitals had 18% less assets per unit of service 
than private hospitals.3 

b. Marty urban public hospitals have inadequate 
space for their intensively used outpatient and 
emergency departments. 

c. Public hospitals lack sufficient operating funds. 
Since they serve large numbers of uninsured patients, 
their costs must be met by tax levies. It was 
found, that there is an average operating deficit 

*In what follows, the Commission on Public G~neral Hospitals de£ined 
urban public general hospitals as non-university publicly owned 
hospitals in the 100 largest cities; others such as Cooney,Roemer
and Ross used different criteria. 
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of 17% in large urban public hospitals as compared 
to 4% in a comparison group of private hospitals.5 
T-he move to cut taxes and balance city budgets
threatens public hospitals further. In addition, 
uncertain revenues from year to year make planning
and budgeting an impossibility. 

d. Urban public general hospitals are understaffed 
in relation to comparison non-public hospitals.6, 7 

e. Public hospitals are often hampered in their 
planning and management by bureaucratic encumbrances 
growing out of their relationship to city governments.
(Examples: salary limitations, special procedures
for purchasing, inflexible line item budgets, lack 
of sufficient authority at the operating level.)8,9 

•In spite of these problems, the urban public general 

hospital has been adaptable to and responsive to community 

needs, has had more community participation, has been 

more publicly accountable, has been more likely to provide 

services other than through fee-for-service, and has 

provided quality of care no less satisfactory than its 

wealthier counterparts. 

3. The problems of the public general hospital, particularly 

the urban public hospital, cannot be understood withou.t 

examining the history of these institutions. Their 

historical role and their relationship to the private 

sector has led to their chronic underfinancing. 

III. HISTORICAL PERSPECTIVElO,ll,lZ 

Public general hospitals originated in the almshouse infirmaries 

established by local governments to care for the poor, including 

the sick poor, as early as colonial times. Later on, i,n the la.te 

18th century and early 19th century, the infirmaries sepa-rated 



4 

823 

off from t~e almsho_use and became independent institutions 

supported by local tax monies. At the same time, private charity 

hospitals and infirmarie_s began to develop. In New York City 

these private institutions received a grant from the City govern

ment to care for the indigent sick,. Both public and private 

hospitals were institutions which mainly provided food and shelter 

for the impoverished sick. There was little that medicine could 

do at that time to cure illness, and the middle class was treated 

at home by private doctors. 

It was not until well into the 19th century that the private 

charity hospitals began trying to attract middle class patients. 

Recent research on New York City indicates that the change came 

in part as a result of the crisis in financing during the depression 

of the 1890s, The depression stimulated the growth of charitable 

institutions as an expanding urban population became dependent 

on assistance. At the same time there was a decline in private 

contributions t6 these organizations, which were forced to turn 

to the City for greater financial support. The proliferation of 

these charity organizations began to strain the City budget since 

each was paid a flat grant. Reformers instituted payment on a per 

diem basis, and only for those patients who were truly destitute. 

Some private institutions lost money with this arrangement. 

Since contributions from private benefactors had also decreased, 

these hospitals had to charge patients in order to meet their 

financial" needs. They also began trying to attract middl_e class 

patients-. "they did this in two ways: by providing services and 
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amenities which distinguished between paying and non-paying 

patients, and by making the hospital a desirable plac; for private 

physicians to treat their own patients. As paying patients became 

more necessary for the survival of the private hospifal, the 

number of beds available for non-paying patients was reduced. 

The public institutions then tended to become the only source of 

care for those who could not pay for their care. By the end of 

the 19th century, cities had already established the precedent of 

reimbursing private hospitals for the care of indigent patients; 

the former almshouse infirmaries had become the hospitals for 

those who could afford to go nowhere else, thus remaining totally 

dependent on tax dollars for their support. 

These relationships and special functions became further 

entrenc]led with the advent of private health insurance during the 

1930s. The economic depression had undermined the financial 

base of private hospitals because no one could afford to pay for 

hospital care. The American Hospital Association joined with the 

struggling insurance companies to organize the voluntary insurance 

plans. This system guaranteed the voluntary hospitals a regular 

source of income by providing middle class patients with the 

purchasing power to pay for private hospital services. But the 

success of this system was possible only if private hospitals 

could restrict themselves to revenue-generating patients. The 

public hospital, therefore, was critical to the survival and growth 

of the private hospital sector since it provided a source of care 

for the non-revenue generating patients. Thus the new insurance 
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was discrimination in the choice of a neighbor. I 
believe most Senatb'rs are willing to concede that an; H 

open housing policy should not be in this bill .... • 
If that is so, I think it should be made clear. W 

Moreover, it was apparently understood that Title VI applied to the 
federally assisted medical health care programs in existence at the time 
of its passage 35/ and to Medicare at the time that program was enacted. 36/ 
Thus, it appearsthat the legislative meaning given to the term "contract 
of insurance" concerned funds different in important respects from those 
disbursed by th~ Federal Government from the Federal treasury under Medicare. 

34/ 110 Cong. Rec. 13435 (1964). The exclusion was similarly understood 
in the House by its sponsors there. Representative Geller, Chairman of 
the Judiciary Committee, sponsor and floor leader for the bill in the House, 
explained the exclusion in the debates before the House. He said: 

The financial assistance programs covered are only those 
involving grants, contracts or loans. The bill does not 
cover insurance and would not of ·course affect banks 1 

accounts insured by the FDIC .... 

110 Cong. Rec. 1519 (1964). Congressman Geller also listed social security
benefits and veteran's benefits as outside the scope of Title VI but as 
they are not programs or activities receiving Federal financial assistance 
their inclusion was never contemplated. 

35/ House Hearings, supra, note 24 at 1545-1546. (Testimony of Anthony
J." Celebrezze, Secretary of Health, Education and Welfare.)• 
]§/ In a statement that did not explicitly distinguish Medicare Parts 
A and B, Senator Hart stated: 

In addition to the new economic independence it will create, 
I am hopeful that the bill will promote first-class citizen
ship in another fashion also. We decided last year, and 
wrote into law, that Federal tax funds collected from all 
the people may not be used to provide benefits to institutions 
or agencies which discriminate on the grounds of race, color, 
or national origin. This principle will, of course, apply to 
hospital and extended care and home health services provided
under the social security system, and will require
institutions and agencies furnishing these services to 
abide by Title VI of the Civil Rights Act of 1964. 
111 Cong. Rec. 15813 (1965). 

Cf. also 111 Cong. Rec. 15803 (1965) (statement of Senator Ribicoff). 
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The exclusion relates to, as the language says, other than 
a contract of insurance or guarantee, So FDIC (Federal
Deposit Insurance Corporation) and all activities pertaining
thereto are eliminated. The Federal Housing Administration 
is, eliminated. 31/ 

Senator Pastore, the Senate floor manager for Title VI, also explained the 
reason for the amendment: 

The reason why we have excluded contracts of insurance or 
guaranty is that we do not want this section to affect, 
let us say, guarantees of deposits in banJ<s. 32/ 

We do not want that section to affect FHA housing. That 
is precisely why the exception is put in the section. 33/ 

It thus becomes clear that section 605 which exempts contracts of insurance 
was added to the bill to assure the removal of Title VI jurisdiction from 
activities undertaken with federally insured non-Federal funds. Senator 
Long, sponsor of the amendment that added section 605, explained: 

/This amendment7 is intended to make sure that this bill 
does not do what it's sponsors say it does not do...l!Jhe 
distinguished manager of the bill said that§ 601 ...would 
not apply to a bank which might be a member of the 
national banking system and would not apply to a state 
bank insured by the Federal Deposit Insurance Corporation.
As I understand, they are required to be so insured. 
This is the problem: The question is whether it could 
be construed to mean that a state bank which must be 
insured by the Federal Deposit Insurance Corporation 
would be considered as being under a federally assisted 
program. The sponsors of the bill say that is not 
intended. If it were construed to be under a federally
assisted program, it would be said that a person would 
be discriminated against because someone would not want 
to sell him his home.... In other words,§ 601 could 
be construed to be an open housing ordinance in every
city in America on the ground that no building and loan 
association or any lending agency that has guarantees 
from a Federal program could make a loan where there 

31/ 110 Cong. Rec. 13378 (1964). 

32/ g. at 1345. 

33/ Id. at 1346. 
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Message to Congress u~ging the adoption of the legislation 26/ and both 
the House 27/ and Senate 28/ bills th'a t became the Civtl Rights Act of 
1964 all originally included contracts of insurance. llowever, during the 
hearings before the !louse Subcommittee of the Committee on the Judiciary, 
questions arose concerning contracts of insurance. 29/ Consequently, the 
bill was amended to exclude contracts of insurance.-

Senator Humphrey, the Senate floor leader for the 1964 Civil Rights Act, 
explaJned the reason for the exclusion: 

26/ The Presidential Message on ~ivil Rights and Job Opportunities.
Doc. No. 124 of June 19, 1963, reported in II Civil Rights: llearings
Before Subcomm. No. 5 of the House Comm. on the Judiciary, 88th Cong. 
1st Sess. 1454 (1963) (hereafter, House llearings) stated: 

... it would be better at this time to pass a single 
comprehensive provision making it clear that the 
Federal Government is not required, under any statute, 
to furnish any kind of assistance--by way of grant,
loan, contract, guaranty, insurance or otherwise--to 
any program or activity in which racial discrimination 
occurs. (Emphasis add~d) 

27/ H.R. 7152, 88th Cong. 1st Sess. § 601. 

28/ S. 1731, 88th Cong. 1st Sess. § 601. S. 1750, 88th Cong. 1st 
Sess. § 601. 

29/ !louse Hearings, supra, note 24 at 1497-1500. (Colloquy between 
Representative Cramer and Willard W. Wi'rtz, Secretary of labor.) 

Mr. Cramer: That is the point. I don't think we should 
expect to legislate in a vacuum so far as 
knowing what programs would be affected by
the words, particularly loan, insurance, 
guarantee, and otherwise, there. 

Mr. Wirtz: There is no difficulty with the question and 
we will be in a position to give you a specific 
answer. 

Mr. Cramer: In other words you have Federal deposit insurance 
relating to savings and loan institutions and 
banks. ·If a bank makes a loan or a savings and 
loan institution makes a loan to a contractor for 
a building of a home, is that contractor subject 
to these provisions simply because the money comes 
from an institution with FDIC insurance? 

.!.Q_. at 1498. 
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This memo will first analyze the. applicability of the contract of insurance 
exemption to Part B Medicare and will then discuss the relationship between 
payment methods and Title VI jurisdiction. 

Contracts of Insurance 

The provisions of Title VI apply to "... Federal financial assistance to 
any program or activity, by way of grant, loan or contract other -than a 
contract of insurance or guaranty... 11 

; 21/ the principal purpose of which 
is to assist the recipient in providing services to a particular class of 
individuals. This restriction on the scope of Title VI is repeated in 
section 605 of the Act.which states: 

Nothing in this subchapter shall add to or detract from any 
existing authority with respect to any program or activity
under which Federal financial assistance is extended by way 
of a contract of insurance or guaranty. 22/ 

It is thus necessary to detennine whether the supplemental Medicare program
is a contract of insurance within the meaning of that term as employed in 
the statute. As the Medicare program was adopted subsequent to the enactment 
of Title VI, 23/ it is not possible to determine specific legislative intent 
at the time TTtle VI was considered and debated by Congress concerning the 
applicability of the term "contract of insurance" to that particular program. 
Nevertheless, the legislative history of the exclusion discloses a legislative 
intent to affect programs markedly dissimilar to Medicare. Insertion of the 
term "other than contracts of insurance or guaranty" in section 602 24/ of 
the Act and the adoption of section 605 25/ were clearly designed toassure 
that programs or activities financed with loans from non-Federal sources 
were not subject to the prohibitions of the title merely because such loans 
were federally insured. In particular, it was the express legislative
understanding that the restriction was particularly concerned with assuring
that Title VI did not apply to home mortgages obtained from federally 
insured institutions. 

Under the original bill,contracts of insurance were included within those 
Federal funds subject to a cut off if u~ed discriminatorily. The President's 

21/ 42 U.S.C. § 2000d-l (1976). 

22/ Codified at id. § 2000d-4. 

23/ The Civil Rights Act of 1964 was adopted July 2, 1964,and the Social 
Security Act J\mendments of 1965 establishing the Medicare program were 
adopted July 30, 1965. 

24/ Codified at 42 U.S.C. § 2000d-l (1976). 

25/ Codified at id.§ 2000d-4. 
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As the Conmission on CiyJl Rights prexiously noted in its report, The ~ 
Federal Civil Rights Enforcement Effort--1974, "HEW' s support of iF 
position·:/that Title VI does not extend to cover Medicare Part B7 evidences 
varying rationales." 18/ It appears that the primary ·reason which the 
Department advances to support its view is that "Medicare Part Bis 
excluded from the scope of Title VI as a 'contract of insurance.' 11 19/ 
The Department has also claimed that Title VI does not apply to progrqms 
such as those in Part B, in which payment is made directly to the ultimate 
beneficiary. 2D/ 

]JY To Extend Federal Financial Assistance, supra, note 5 at 118-119. 

J!Y In the 1965 opinion of the HEW General Counsel (see text accompanying 
note 6, supra). the rationale was advanced that payments under Medicare Part 
A constitute Federal financial assistance within the meaning of Title VI 
because as "reimbursement/sf equal to cost they in fact redound to the 
financial benefit of provTcfers of service as a class." HEW Internal 
Memorandum from Alanson W. Willcox, General Counsel to Robert M. Ball, 
Commissioner of Social Security, October 18, 1965, at l (hereafter HEW 
Memo"!). Under such an analysis, it was stated, monies disbursed under 
Part B could not be described as Federal financial assistance because they 
are limited to 80 percent of the reasonsable costs. Id. at 3. In the 1966 
opinion (see text accompanying note 6, supra), the General Counsel reiterated 
the position taken the preceding year but repudiated the original supporting 
rationale. The 1966 memorandum concluded that payments under Part A in that 
they "are designed to finance the program or activity of a non-Federal 
institution or agency would be within the scope of Title VI even if there 
were no element of financial benefit to the recipients." HEW Internal 
Memorandum from Alanson W. Willcox to Robert M. Ball, December 30, 1966 
at l (hereafter, HEW Memo II). Because such an analysis does not distinguish 
programs that reimburse reasonable costs from programs that·reimburse only 
80 percent of reasonable cost~ the rationale advanced in HEW Memo I for 
excluding Part B from Title VI coverage was no longer tenable. The General 
Counsel, nevertheless, concluded in a footnote with minimal analysis that 
Medicare Part Bis excluded as a contract of insurance. HEH r-lemo II, 
supra, at n.10. 

s]/ This rationale is.presented in both t1emos I and II. See note 19, 
supra. HEW Memo I stated that 11 /i/t is clear that Title VI does 
not apply to programs in which payment is made by the Federal Government 
directly to the ultimate beneficiary, such as the Social Security-cash 
benefit program, and it wo!!_ld appe!!_r that the same principle is applicable 
to Part B of Title XVI II /Medicare/." Memo I at 3. However, because 
Part B provides fo~ some payments-directly to providers the Memo based 
its conclusion of exclusion not so much on this "direct payment" rationale 
as on the less than complete nature of the reimbursement . .!.!!_. See note 
19, .supra. HEW Memo II, while premising exclusion of Part B from Title VI 
on the contract of insurance theory, also discussed the "direct payment" 
rationale. Memo II at 5, 8-9. 
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activity. lJj The basic Medicare program, Medicare Part A, Hospital
Insurance Beneftts for theiAged, JY provides bas.ic and compulsory 
medical insurance covering the costs of inpatient hospital care and 
post-hospital care in nursing facilities and at home 13/ for persons 
age 65 or over who are recipients of social security. W Payments for 
services provided under the·Hospital Insurance Plan are disbursed from 
a statutorily established Federal Hospital Insurance Trust Fund that is 
financed through a separate payroll tax paid by employees, employers and 
the self-employed. 1§./ 

Medicare Part Bis a voluntary, supplementary health care plan which pays 
80 percent of a patient's costs for various medical, health and home care 
services regardless of whether these services are provided in a hospital,
clinic, office or home. 16/ Disbursements under the supplemental program 
are from a separate.Federal Supplementary Medical Insurance Trust Fund 
which is funded in part by the payment of premiums and in large part from 
Federal general revenues. 17/ 

11/ Total Federal outlays for health purposes are estimated to be $4g.1 
billion in 1979, $53.4 billion in 1980 and are projected to grow to $64.2 
billion in 1982. Financing and providing health care services represents
the largest amount of Federal spending for national health needs. Federal 
outlays for health care services are estimated to be $44.5 billion in 1979, 
$48.5 billion in 1980 and $59.l billion in 1982. Medicare outlays represent
approximately 65 percent of the health care services expenditures. Medicare 
outlays are estimated-to be $29.l billion in 1979, $32.l billion in 19B0 
and $40.5 billion in 1982. The Budget of the United States Government, 
Fiscal Year 1980, 231-237. 

12/ ·42 ll.S.C.A. §§ 426, l 395-l 395b-l, l 395c- l 395i, 13g5x-l 395rr (1974 and 
Supp. 1980). 

Jll JE_. at 1395d. 

14/ 42 U.S.C.A. § 1395c (Supp. 1980) states that Meclicare is 
available to: 11 (1) Individuals who are age 6~ or over and a!:_e entitled 
to retirement benefits under subchapter II LSocial Security/ of 
this chapter or under the railroad retirement system, (2) fodividuals 
under age 65 who have been entitled for not less than 24 consecutive 
months to benefits under subchapter II of this chapter or under the 
railroad retirement system on the basis of a disability, and (3) certain, 
individuals who do not meet the conditions specified in either clause (l) 
or (2) but who are medically determined to have endstage renal disease • ." 

1§./ Id. at § 1395i. 

16/ 42 U.S.C.A. §§ 1395k, 1395-1, 1395m (1974 and Supp. 1980). 

17/ Id. at § l395t. 
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she reiterated the position taken in those opinions that Title VI., while 
applicable to Federal ~funds disbursed'under l:ioth Medicaicl'and Medicar.e• 
Part A, does not apply to funds disbursed under the Medtcare Part B 
program. 

This memorandum presents an analysis of the position presently -held Jj 
by the Department of Health and Human Services. It is our· vil3'1 that the 
Department of Health and Human Services should reconsider its position 
that Title VI jurisdiction does not extend to private physicians who 
receive monies under Medicare Part B. 

Title VI and Medicare 

Title VI of the Civil Rights Act of 1964 provides that: 

No person...shall, on grounds of race, color or national 
origin be excluded from participation in, be denied the 
benefits of, or be subjected to discrimination under any 
program or activity receiving Federal financial assistance. W 

To-enforce this prohibition, the Title empowers Federal agencies to cut 
off funds from activities determined to be in noncompliance. ry 
The principal health activities and programs sponsored by the Department 
or Health and Humah Services are Medicare, Medicaid and categoried grants 
for health and welfare aid. 10/ Medicare is the largest Federal health 

Jj In her letter, the Secretary stated that the General Counsel of the 
Department was once more reviewing the question. 

fY 42 U.S.C. § 2000d (1976). 

ry M_. at § 2000d-l. 

10/ The different and various categorical grant health and welfare 
programs, such as Aid to Families with Dependent Chili,Clren, 42 U.S.C.A. 
§§ 601-610 (1974 and Supp. 1980), Maternal and Child Health Services, 
42 u.s.c.A. §§ 701-710 (1974 and Supp. 1980), and Supplemental Security 
Income for the Aged, Blind and Disabled, 42 U.S.C.A. §§ 1381-1385 (1974 
and Supp. 1980), are not discussed in this memorandum although Federal 
financial assistance extended under all three mentioned •programs is 
subject to the prohibitions of Title VI. Cf. 45 C.F.R. § 80 App. A 
(1979). 

I 
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UNITED STATES COMMISSION ON CIVIL RIGHTS 

'fl'ushin,;tnn, D. C. 20125 

DATE, October 7, 1980 

sueJecr, Applicability of Title VI to Medicare Part B 

ro, Louis Nunez 
Staff Di rector 

At the April 1980 Commission consultation on Civil Rights Issues in Health 
Care Delivery, Dr. Karen Davis, Deputy Assistant Secretary for Planning 
and Evaluation/Health, Department of Health and Human Services, 1/
testified Y concerning the Department's interpretation of Title-VI of 
the Civil Rights Act of 1964 3/ as not applicable to funds disbursed 
under Medicare Part B. 4/ As-a result,the Conmission sent a letter to 
the Secretary of Health-and Human Servic'es requesting her to set forth 
the Department's interpretation of Title VI insofar as activities of 
private physicians receiving payments under Medicare and Medicaid are 
concerned. 5/ The Secretary responded by letter dated June 9, 1980, 
enclosing copies of opinions from the General Counsel's Office of the 
Department dated October 18, 1965, and December 30, 1966. §/ In her letter, 

1/ At the time of the consultation the present Department of Health and 
Human Services was included within the Department of Health, Education 
and Welfare, Pub. L. No. 96-88, §509, 93 Stat. 695, October 17, 1971. 

y Draft transcript for Wednesday, April 16, 1980 at 86-69. 

~ 42 U.S.C. §§ 2000d-2000d-6 (1976). 

4/ 42 U.S.C.A. §§ 1395-1395b-1, 1395j-1395w, 1395x-1395rr (1974 and 
supp. 1980). .. 
5/ The Cammi ssion had previously expressed awareness of the position 
taken by the Department and had questioned its accuracy. See, United 
States Commission on Civil Rights, IV The Federal Civil Rights Enforcement 
Effort-~1974; To Extend Federal Financial Assistance 118-119 (1975). 
(Hereafter nTo Extend Federal Financial Assistance.") 

6/ In addition, the Secretary enclosed an additional memorandum from the 
General Counsel of the Department of Health, Education and Welfare (see 
note 1, supra}, dated July 5, 1968, reiterating the position that Title VI 
does not affect Medicare Part B funds and copies of the District and 
Circuit Court opinions in the case, Trageser v., Libbie Rehabilitation • 
Center, Inc., 426 F. Supp. 424 (E.D. Va. 1977) aff'd on other grounds 
590 F.2d 87 (4th Cir. 1978). 
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Exhibit 15 

APR 2 4 1980 

Honorable Patricia Roberts Harris 
Secretary of Health, Education, 

and Welfare 
Washington, D.C. 20201 

Dear Secretary Harris: 

The U.S. Commission on Civil Rights sppnsored a two-day consultation 
on the civil rights aspects of health care delivery on April 15-16, 
1980. Dr. Karen Davis, Deputy Assistant Secretary for Planning and 
Evaluation at the Department, made an excellent presentation on some 
of the legislative initiatives currently under review in the field 
of health. 

During Dr. Davis' testimony a question arose regarding, interpretation 
of Title VI of the Civil Rights Act of 1964 as it applies to private 
providers of health services (i.e., medical doctors). The Com
missioners have expressed interest in obtaining more information 
about the Department's position on this issue. In that connection, 
would you be kind enough to provide us with any opinions prepared 
by your Office of General Counsel that interpret the Department's 
position relating to the application of Title VI to private practi
tioners. We should also appreciate receiving any decisions rendered 
by the courts relating to the issue with which your Office of General 
Counsel is familiar. Your assistance will be appreciated. 

Sincerely, 

SIGi'.ED LOUIS NUNEZ 

LOUIS NUNEZ 

https://SIGi'.ED
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.28. Report of Health and Hospitals Corporation, op.8it. p. 19; 
Report on Municipal Hospitals 1975-1976. City ospital 
Visiting Committee of the United Hospital Fund of New York, 
p. iv. 

29. See Schwartz, J.L. et.al, op.cit. 

30. Berry, R. E. Cost Efficiency in the Production of Hospital 
Services, Milbank Memorial Fund Quarterly, Health and Society,
Summer, 1974. 

31. Craig, J., Koleda, M. The Urban Fiscal Crisis in the United 
States, National Health Insurance and Municipal Hospitals,
International Journal of Health Services, vol. 8, No. 2, 1978. 

32. Cooney, Roemer and Ross, op.cit. 

33. Based on extensive but not complete revi~ws. Cited in this 
section in particular, are the following: 

i APHA. Medical Care in a National Health Program. 
AJPH 34:1252-1256, December, 1944. 

ii Statement by the Subcommittee on Medical Care. 
The ualit of Medical Care in a National Health 
Program, 1949; reprinte pp. 7-43 in vol. 1. 
Medical Care in Transition: Reprints from the AJPH. 
U.S. Government Printing Office, 1964. 

iii Resolutions and Policy Statements/Position Papers 
adopted by the Governing Council. AJPH. (Jan. or Feb.)
1971 through 1978. --

34. Personal communication from A. Yvonne Russell, Ph.D., M.D., 
Director of Medical Insti tu.tions and Associate Dean, Stanford 
School of Medicine, California. 
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17. Personal communication from Mr. Joseph Lynaugh, Preside~t, 
Health and Hospitals Corporation of New York City, to whom 
thanks are extende'd for ·his thoughtful critique of an earlier 
draft of this report. 

18. Ziegler, M.L. et.al, A Method for Ongoing Evaluation of 
New York State""MecIIcaid and Blue Cross Reimbursement Provisions, 
working paper prepared for New York City Health Systems Agency,\ by the Division of Health Administration, Columbia University 
School of Public Heal·th, Winter, 1978; and see also, for a 
more specific analysis, Weinstein, B.M. Differential Reimburse
ment in Public Hospitals: ,A Viewpoint in a Specific Situation, 
in Readings on Public General Hospitals, op.cit. 

19. Pavellas, op.cit. 

20. Report of Health and Hospitals Corporation, op.cit. 

21. Shonick, W. The Public Hospital and Its Local Ecology:
Some Relationships Between the Plight of the Public Hospital 
and the Plight of the Cities, paper presented at APHA Annual 
Meeting, October, 1976. 

22. Schwartz, J.L. et.al, Health Care Costs and Services in 
California Count!es: Report of the County Health Care Costs 
Study. State of California Department of Health, Sacramento, 
February 1978, Chapter IV, pp. 47 - 83. 

23. Minority Health Chartbook. American Public Health Association. 
U.S. Government Printing Office, 1974. 

24. Medical Care Chartbook. University of Michigan School of Public 
Health, Bureau of Health Economics (the most recent is the sixth 
edition). 

25. See Lynaugh, J. op.cit. 

26. Andersen, R., Greely, R., Kravits, J., and Anderson, O.W. 
Health Service Use. National Trends and Variations. DHEW 
Publication No. (RSM) 73-3004, October, 1972, and see also 
Wilson, R.W. and White, E.L. Changes in Morbidity, Disability,
and Utilization Differentials between the Poor and the Nonpoor:
Data from the Health Interview Survey: 1964 and 1973. 
Medical Care. 15, 8:636-646, 1977. 

27. See, for example, Reynolds, R.A. Improving Access to Health 
Care Among the Poor - the Neighborhood Health Center Experience.
Milbank Memorial Fund Quarterly/Health and Society. 54:47-82, 
Winter, 1976, and see also Lerner, M. and Stutz, R.N. Have We 
Narrowed the Gaps Between the Poor and Nonpoor? Part II. 
Narrowing the Gaps, 1959-61 to 1969-71: Mortality. Medical Care. 
15, 8:620-636, 1977. 
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Under such arrangements the affiliation agreements between 

public general hospitals and teaching institutions and their 

university hospitals ought to be sharply redefined so that the 

professional staffing arrangements. provided through such agreements 

meet the health care needs of the communities to be served. 

6. PROPOSED AMERICAN PUBLIC HEALTH ASSOCIATION ACTIONS 

It ~s recommended that the American Public Health Association 

either retain the Task Force on Public General Hospitals for at 

least an additional year, or create a Standing Committee in order 

to continue study and review of the impact of closings. In 

particular, it is necessary to attempt to- develop a study of the 

impact of closings on the populations served. Nowhere in the 

country has this ~aken place. Such a leadership stance by the 

American Public Health Association would be extremely valuable. 

As well, a substantial number of details need to be worKed out on 

approaches to legislative remedies for the existing fiscal diffi

culties of public general hospitals on the one hand, and in order 

to review alternative strategies for governance structures on the 

other. It should be clearly stated that such studies would place 

the public general hospitals into the context of the entire 

hospital system; such studies would not be conducted as though 

the pu9li~ general hospitals were a separate breed. 

Finally, the Task Force recommends to the American Public 

Health As~ociation either the publication of this report or 

alternative mechanisms for its dissemination so that it may be 

discussed and reviewed by various constituent groups across the 

country. 
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Even if there are ideal governance structure~, of course, 

there will still be financing problems if there are insufficient 
I 

tax levels to support those who are underinsured, if there are 

discriminatory reimbursement practices, and related activities 

that preclude parity for the public general hospitals. A poignant 

example has been provided from Santa Clara Valley Medical Center, 

California, an affiliate of Stanford University School of Medicine. 

Wage freezes and hiring freezes after the passage of Proposition 13 

meant that even the emergency room and the bur~ unit were forced 

to close at times. At least 20 per cent of the acute care nursing 

positions were going unfilled. 34 

5. ALTERNATIVE REIMBURSEMENT FORMULAS 
AND STAFFING ARRANGEMENTS 

Careful consideration should be given to providing resources 

so that the pubiic general "hospitals can give leadership in 

developing prepaid group practice - health maintenance organization 

models to defined population groups on their premises, or in 

satellite settings linked to their premises. As well, major supports 

are needed in order to develop and apply payment mechanisms other 

than traditional fee-for-service in such settings. Thus, in urban 

and rural communities, it should be possible, and indeed it is 

highly desirable to introduce new professionals, such as nurse 

practitioners, midwives, and related personnel as substitutes for 

the much more expensive and not necessar1ly more competent physician 

staffing arrangements that have traditionally tended to prevail. 

Such arrangements need to be linked to expanded outreach and home 

care services. 
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in the organizatioµ and delivery of health services. 

For this reason, the Task Force, consistent with American 

Public Health Association priorities and its earlier statements 

on the matter, strongly supports the goals and purposes of a 

National Health Service. 

The Task Force supports the 1976 and 1977 Association 

resolutions on a National Health Service and supports the letter 

written by the President-of our Association to the President of 

the United States as published in the September 1978 issue of the 

Nation's Health, reaffirming the basic principles of a national 

health plan. 

4. CHANGES IN GOVERNANCE STRUCTURES 

There are two questions here: how does the private system 

become more accountable? how does the public system maintain its 

level of accountability? 

Public general hospitals must be freed from the smothering 

overview provided by agencies outside the public hospitals that 

attempt to control both their budgets and all of the related 

operations. For this reason, clearly spelled out -prospective 

budgeting ought to be provided for public general hospitals and 

the total number of dollars budgeted ought to be under the full 

control of their hospital Boards. 

With public £inancing of health services there is no reason 

why the same criteria that apply to public hospitals ought not to 

be applica!J.le concerning governance structures within the rest of 

the hospi t~J system.. 

https://applica!J.le
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In. some states, changes are needed in regulatory mechanisms 

regarding reimbursement, and in those states where applicable, 

relating to cost containment legislation so that waivers are 

provided for public general hospitals to enable them to achieve 

capitalization and operational parity with other institutions 

in the community. 

3. NATIONAL HEALTH SERVICE OR NATIONAL HEALTH INSURANCE? 

There is clear and unequivocal evidence of the failure of 

voluntary health insurance in the United States. There is a 

continuing level of shifting coverage with private insurance and 

indeed with public insurance on a categorical basis so that large 

numbers of per.sons are totally uncovered or are relatively un

covered with respect to the extent and depth of their insurance 

coverage. This places an unbearable load on low and middle income 

persons and shifts the use of services from prevention and ambula

tory care to the more costly use of inpatient services. At the 

same time, it is important to emphasize that private hospitals 

are no longer private, since the great majority receive the bulk 

of their income from the public purse; they remain private only in 

terms of their requirements concerning accountability on the one 

hand, and their private governance and management structures on 

the other. 

Evidence from other countries, for example such as Canada, 

suggest that universal coverage health insurance while extremely 

useful, does not lead to a restructuring of the health care delivery 

system and perpetuates the components of inflation that are then 

used as an excuse for not proceeding with further major reforms 
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2. SHORT TERM LEGISLATIVE STRATEGIES: At the federal 

level special fiscal supports are required for both rural and 

urban public general hospitals for both capitalization and 

operating costs in order to permit certain such institutions 

to come up to parity with many private hospitals. This will 

enable them to maintain their levels of service in the absence of 

an equitable financing mechanism that underwrites the cost of 

health services for those unable to pay. 

At the federal level, questions relating to improved capital

ization and protection against arbitrary closures have been 

addressed by Public Law 93-641 but should be spelled out more ex

plicitly with respect to the definitions of Medically Underserved 

Areas. By Medically Underserved Areas, the Task Force does not 

necessarily refer to a narrowly defined geographic catchment 

location. 

The Health Planning Amendments of 1978 contain u~der Section 

1675(d) authorizations for grants to public hospitals for renova

tions, modernization and related construction. Such authorization, 

if enacted and appropriated, would help local governments with 

undercapitalized public hospitals. 

Legislation such as the so-called Beilinson amendments in 

California ought to become more widespread at the state level in 

order to prevent arbitrary or capricious closings or shrinkages of 

public general hospitals without adequate evidence concerning the 

possible effects. 
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1977 meeting the Ass·ociation approved a resolution spelling out 

tri teria f.or Assessing National Heal th Service proposa·1s. 

As well, at each of· its past· three meetings (1975, 1976, 

1977), the Association has officially expressed concerns: in 

1975 and 1976 about the p.ublic hospital crisis in New York City;· 

and in 1977 about special supports needed for hospitals' - -

both public and non-public• - that ser-ve the disadvantaged and the0 

poor. 

While a complete review has not been made of the Association 

po.sition on these matters through time, clear1y the pattern has 

been _in the direction of support for a one-class system of care, 

including hospital system, financed through the· public sector 

and under public sector control. 

IX CONCLUSIONS AND RECOMMENDATIONS 

1. The Task Force concurs with the position of the Commission 

on Public General Hospitals that public general hospitals are a 

valued national resource and neea to be preserved an~ strengthened .. 

This Task Force, however, takes the broader position that public 

hospitals should be strengthened, not just to remove their separate 

and'unequal status, but because they already represent one-third 

of all community hospitals and two-thirds of all university 

hospitals, and because all American hoslli tals are incre·asingly 

dependent on public sector dollars for their viability. 
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The Subcommittee noted that APHA had recommended in its 

1944 sta.tement that services should be financed through social 

insurance supplemented by general taxation, or through general 

taxation alone. The goal was to be universal coverage. Implicit 

though not explicit, in this was the notion that the two class 

system of care would be eradicated and the notion also that health 

care is a servic.e, not a business, but a service that needs to 

be run in a business-like fashion. For this reason, the Sub

committee emphasized the importance of good administration and 

efficiency, and linked to thi'S, explored alternative ways to 

reimburse both professional providers and hospitals. 

Given these progressive positions of the 1940s, it is not 

surprising that in 1970 the Association recommended a national 

health program to include democratically constituted, consumer

majority policy making bodies at every level of administration 

and with 

- universal coverage 

- comprehensive benefits 

financing through general taxation and social insurance 

- reform of the delivery system 

- public accountability 

- governmental economic leverage to influence reforms 
in delivery 

- revamped state facility and personnel licensing programs 

The 1970 resolution was reiterated in 197-6 when the Association 

voted to support a National Health Service and to establish an APHA 

Task Force on proposals for a National Health Service. And at its 
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hospital deficits: but why should they when increasingly this 

is seen as a social responsibility of the country as a whole? 

VIII PAST APHA RESOLUTIONS AND POSITIONs33 

Since the American Public Health Association is by definition 

concerned with the health and the health services of defined 

populations it is, no't unexpected that the Association has been 

in the vanguard to attempt to assure quality care and equal access 

to both' personal and public health services through equitable 

financing, organizational and service delive.ry arrangements. 

For example, in 1944 the Association adopted a policy state

ment on Medical Care in a National Health Program. A more detailed 

statement by the Subcommittee on Medical Care was subsequently 

published, in 1949, entitled The Quality of Medical Care in a 

National Health Program. This Subcommittee, which was chaired by 

Dean A. Clark, emphasized the scope and content of an adequate 

medical care program: objectives and definitions of quantitative 

and qualitative adequacy were provided and then, components of 

good quality were spelled out. These inc'luded, among others 

- professional and related personnel 

- hospitals and related facilities, including regional
coordination 

- relationships of hospitals and health departments 

- social and economic aspects 

- discriminatory practices 

- financing and financial stability 

https://delive.ry
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4. Likewise, the public institutions could serve the 
poor and nonpoor of a community. They can continue 
to find ways to free themselves of the bureaucratic 
restric·tions of direct control by overhead agencies 
of g~vernment while remaining publicly accountable. 

5. As institutions with potentially stable full time 
professional staffing arrangements, public hospitals
have the potential to become institutions ~odeled 
on the health maintenance organization concept. 
For example, Baltimore City Hospital, staffed by a 
non-profit physician group, has been able to exercise 
control over quality and to attract a broader base 
of patients in that institution. 

These proposals overlap in some res'pects and are contradictory 

in others. The defenders of the public hospitals are not all 

agreed about the future directions these ~nstitutions should take 

neither are the detractors. The kinds of proposals that are being 

offered or experimented with have been summarized in the foregoing. 

Some have, of course, argued that governments should move 

away £rem sponsorship and operation of hospitals. It is not clear 

why this is so when government is increasingly expected to, has to, 

and does, pick up the tab for all hospital services. There is 

every reason why, with equitable capitalization and operational 

cash flow, that public hospitals can provide services and be 

financially stable within any array of American hospital services. 

This would be even more likely if there were first dollar heal~h 

insurance mechanisms. It is not true, based on the data, that 

people travel far away when they can obtain access to care near 

at hand. It is also a fact that the public hospitals have shown 

remarkable staying power even since the advent of Medicare and 

Medicaid. rhere is substantial and growing evidence that local 

governments cannot or will not pick up the tab for public or other 
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in their services, rather than be reflective of the 
needs of the community bein~ served. Their behaviors 
may also be largely reflective of their financial and 
reimbursement incentives rather than reflective of 
community needs. 

6. Public general hospitals, given adequate funding and 
related supports can serve whole communities as they
already do in parts of the country. 

7. In their staffing, public hospitals may be more 
reflective of the racial, cultural and ethnic composition 
of the community. 

The reality of the maintenance and strengthening of public 

general hospitals has led to various alternative visions for their 

future. Some of these include: 

Since historically they have specialized in outpatient
and emergency care, public general hospitals -
especially in cities, should become the locus for a new 
system of primary care which links community centered 
primary care units with back up services at the public
hospital. At the same time, all must be guaranteed 
access to the inpatient facilities of private hospitals. 

2. Since many public h~pitals exist in medically under
served areas, they snould not be considered for closing. 
Rather, in the· development of regionalized heal th care 
plans the decision about whether to keep or close down 
public general hospitals should be made on the basis 
of the overall needs of the community. Public hospitals
should become part of such regionalized plans that 
assure every person a place to go for both inpatient 
care and for outpatient care. 

3. Since private hospitals are supported by large amounts 
of public funds, they can surely no longer be considered 
as private organizations even when they are voluntary·
and not-for-profit. New statutory and regulatory
provisions have begun to make them more accountable. 
Since they will continue to receive even more public 
funds, they should be required to move toward greater
levels of accountability, full disclosure concerning 
conflicts of interest of Board members, and associated 
changes in the composition of their Boards. Their Boards, 
at present, are in general undemocratic and self perpetu
ating. 
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effort to pha;,e out the Americ·an public hospital system. Those 

who have taken such positions have done so based on rhetoric, 

personal opinions and often bogus arguments, in the absence of the 

hard data. To the extent that studies have been made, they are 

referenced in this work and in the work of the Commission on 

Public General Hospitals. 

Public general hospitals serve- important community functions 

and should be strengthened: 

1. As long as there is a system of hospital financing
which pays only for certain services and certain 
categories of people there will need to be a public
hospital system where anyone has the right to go.
The public general hospitals serve people who have 
no other source of care. 

2. Even if national health insurance were implemented, 
public general hospitals would be needed. They would 
also have more equitable access to fiscal resources 
without depending.on local taxes. With full insurance, 
demand for care would likely increase. In addition, 
most plans do not cover all J;llOple and all services. 
The public hospitals would have to provide for those 
peoplelor s~rvices which were excluded. 

3. Given ·the special kinds of problems they treat and 
the conditions under which they function, public 
genera~ hospitals are not inefficient. Studies 
controlling for scope of services have found no 
difference bn costs between public and voluntary

3hospitals. 

4. It is unproven that patients/have abandoned the public 
system since the advent of Medicaid. Data suggest
that following an initial drop, utilization in most 31cities returned to previous rates or actually increased. 
It should also not be surprising that many people prefer 
to use public hospitals because they are near22. 
They are often located where they are needed. 

S. The public general hospital is the more publicly
accountable hospital, and so is more likely to respond 
to the need~ and demands of the community. Private 
hospitals may reflect the biases of their clinicians 

https://depending.on
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2. With their own separate community Boards and with 
the particular government concerned purchas1ng services 
from them? 

3. As public benefit corporations which are publicly
accountable but independent of direct government 
control? 

4. As hospital districts with separate taxing,powers? 

D. What should be their functions? 

1. Should they specialize more in some of: the. functions 
which they have historically provided -- outpatient 
care, emergency and trauma care, sociomedical problems? 

2. Should they continue to perform at the levels of private 
secondary and tertiary care, depending on geography and' 
other factors, but become part of regionalized systems 
which include both public and private institutions under 
Public Law 93-641? Would their role then really be 
determined based on the particular local needs and other 
resources available in the area? 

3. To what extent should they continue to function as 
teaching and research institutions? 

4. Who benefits and who should benefit from their functioning? 

E. What should be their relationship to other heaLth agencies? 

1. Should they try to establish links with existing neigh
borhood health centers, district health centers run by 
health departments, and shared health facitities in their 
neighborhoods and beyond? ~ 

VII APPROACHES TO SOLUTIONS 

The fiscal crisis of stat~, and to an even greater extent, 

local governments has led many localities to consider closing or 

cutting back on the services of their public hospitals in order to 

reduce the size of the local appropriation. But the Task Force 

found literally no one expert working in the hospital fi~Jd, or 

who had made studies' of the matter, who advocated a broad based 
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VI ISSUES RELATING TO PUBLIC GENERAL HOSPITALS 

Discussio~ of the future role of public general hospitals 

has generally ~dentified the following,policy issues for considera

tion: 

A. How should public general hospitals be financed? 

1. Should they continue to be financed by a combination of 
third party payments IOr some of their patients and 
tax. levies to make up the difference? 

2. Should the county, metropolitan area, state or federal 
government take over a larger share of their financing? 

3. Should they be financed on an institutional basis with 
ye~rly global budgets which take into account the kind 
and amount of services performed both on the inpatient
and ambulatory sectors? 

4. Should they be financed by providing everyone with 
health insurance and then letting patients choose 
where they will go? 

S. Ifiso,_should they be given additional funding through 
special legislation in order to bring them up to parity 
.with non-public hospitals where required? 

B. What should be their relationship to the private sector? 

I. Should they try to copy the private hospital sector in 
obtaining patients, grants, research and related activities? 

2. Should they delimit their services (for instance in order 
.to emphasize outpatient care) and thereby develop a 
more complementary relationship with the private sector? 

3. Should their already established affiliation agreements
with private institutions, in order to staff their 
medical facilities, be modified or changed. How? 

4. Should they be turned over to voluntary institutions? 
Or leased, or given to management corporations? 

5. Should they allow private practitioners to admit their 
own patients to the public hospitalsq 

C. How should they be governed? 

1. Directly under governmental administration at the 
appropriate level of government? 
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in the absence of a more substantial explanation, the Task Force 

interprets this as an indicator of reduced access to needed care, 

Reduced levels of eligibility for Medicaid, coupled with 

'reduced staffing patterns, have resulted in a reduction of 

services. It would be foolish to e~pect otherwise. Reducing access 

to service by the. poor whether they be black or non-black, old or 

young, urban or rural, during periods of economic recession and 

unemployment, and when needs for health care may actually increase, 

deprives the most needy part of the community of its most needed 

services and related jobs. It is therefore obvious that the 

population that already uses public hospitals will be most affected 

by any changes in available services from such institutions. 

And travel access to alternative sites for persons of limited 

income with limited eligibility for coverage will reduce the use 

of services even further, This means that the anticipated health 

status outcomes will be adverse in the long run. And _this is 

entirely aside from the devastating effect of killing a community 

resource which is the prime employer of its low income residents. 

Given the vast amounts expended on biomedical and related 

research, it seems reasonable to expect research to be done in 

assessing the impacts of potential closings before they take 

place. This is why it is necessary to apply, without waivers, 

statutory and regulatory requirements to assess the potential 

effects of closings and service reductions before, not after, 

they occur. 
,.rl 
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And while some have shown that new kinds of services and 

altered financing mechanisms have narrowed the gaps between poor 

and non-poor in access to and use of services, 26 there is evidence 

that poverty area residents continue to use medical services at 

a lower rate than other United States residents, and that 

differences in mortality rates between the poor and non-poor have 

in fact widened,27 In fact, the Task Force assumes that poor 

and traditionally uninsured or underinsured populations would 

generate more, not equal or fewer services, than would the general 

population if there were truly equal access to health services. 

It is a fact, for example in New York City, that the closings 

of public hospitals and reductions of service have led to a cut 

in the public hospitals' work force of 10,000 or 25% since early 

1975; the negative service effects of this have been documented 

by the prestigious outside body, the United Hospital Fund of 

New York City. 28. This situation has been replicated in a number 

of other parts of the country, for example in California and 

Philadelphia. Twenty county hospitals closed in California between 

1965 and 1977, and a further 14 were sold, leased, transferred 

29or let out to management contractors. 

The Task Force does not have evidence that closing public 

hospitals or reducing their services leads to a guaranteed service 

from other institutions. In fact, for example in New York City, 

harsher eligibility requirements have led to a sharp decline in 

use of ambulatory services by the poor in both public and private 

hospitals, and this is also occurring in other parts of the country: 
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But it would appear to be irresponsible on the part of 

governing officials to close out or to reduce health fervices to 

potentially underserved, low income populations, with~ut clear 

evidence that no harm will result. The California Beilinson 

amendments to Chapter 2.5 of the Health and Safety Code, Section 

1442 mandates the production of evidence that alternative services 

will exist when proposals are made for county hospitals or medical 

facilities to close, eliminate services, or transfer management. 

And the most recent amendments to the federal Health Planning 

Law (PL 93-641) require Health Systems Agencies to carry out 

studies to demonstrate the potential. effects of closings. 

It is reasonable to assume that most people will agree that 

withdrawing services from areas or populations most in need of 

such services is likely to be harmful. The Task Force has attempted 

to make reasonable inferences, from t~e potential effects on access 

to care, use of services, and outcomes, of closing o~ relocation 

of facilities or health services. 

There'are abundant data to suggest that person~ in poverty 
I • 

areas (where public hospitals are often located) use health services 

less often than do the non-poor, come for care later, stay longer 

when admitted, and may have less satisfactory outcomes. These 

data have been summarized by the American Public Health Association23 

and over the years by the University of Michigan, 24 among others. 

New York City is in the process of developing a study to look at 
I 

comparative case mixes in public compared to private hospit~ls. 25 
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As has been clearly shown for California by Schwartz 

and his co-workers, shifting the costs of Medicaid 

from nation to state to county has been a major contri

bution to closures, sales, leases, transfers and 

contracting out of public county hospitals in that 

state. 22 

The foregoing chronic problems have been aggravated further 

by the general fiscal crisis which impacts heavily on local 

governments. Since public hospitals have been underfinanced for 

years, they pose easy targets for those who cut budgets and are 

anxious to reduce a city's or a county's deficits. These problems 

could be largely averted by a fair and equitable federal health 

policy which would include a universal coverage federal health care 

financing mechanism, but that does not sub·tract from the seriousness 

of the present reality for the cities. 

V. IMPACT OF CLOSINGS 

The Task Fo~ce was unable to locate hard specific data that 

assess the effects of recent public general (or any other) 

hospital closings on the health of the populations formerly served 

by them. This is hardly surprising, but nevertheless troublesome. 

Such a narrow specific study would have to have built into it 

detailed knowledge of (1) patterns of use of the affected facility, 

and its patient origins; (2) sample or other surveys o'f the popu

lations served; (3) follow-up outcome studies, and/or health status 

and socio iiedical indicator studies, in order to determine the 

"effects on health status", not health. 
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needed funds become available to cities with major 

ambulatory care wor~ loads. 17 

4. In setting hospital rates,• p~blic hospitals are often 

penalized for their unusually high volume of outpatient 

and emergency visits, 18 or not rewarded for providing 

services with less basic tools and resources (in terms 

of assets) per unit of service than private hospitals. 19 

S. While all hospitals have both greater disallowances and 

stricter eligibilitr requirements under Medicaid as 

compared to Medicare or Blue Cross, public hospitals 

tend to suffer more because they have a larger .percentage 

of Medicaid patients than do non-public hospitals. 

As a result, cost containment efforts by the states fall 
\ 

disproportionately-hard o~ public hospitals. 20 

6. In addition, the type of financing represented by 

Medicaid undermines ~ublic institutions. As patients 

are thrown on and- off the Medicaid rolls, .~ue to changes 

made in eligibility requirements, or as th-; result of 

unemployment and associated loss of health insurance 

benefits, public hospitals' finances are thrown into 

disarray. Patients for whom they could once get reimburse

ment now appear at their doors requiring free service. 

And the growing resistance to increasing tax levels, 

particularly property taxes, has made it impossible for 

cities and counties with a concentration of low income 
21families to make up for these lost hospital revenues. 

"' 
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their _gros? patient care revenue that is obtained 

from outpatient services is lower than the corresponding 

percen-tage for any other"group of hospitals. 13 This 

is due to the fact that outpatient care is inadequately 

reimbursed by the third-party payers, and that in 

addition, the public hospitals treat more outpatients 

who have no coverage. A study of hospitals in New York 

found that 43% of the patients visiting the outpatient 

and emergency departments of public hospitals had no 

form of insurance as compared to 27% in the voluntary 

hospitals. 14 

2. In some states Blue Cross has paid for psychiatric care 

in private hospitals but not in public hospitals. 

Blue Shield has not paid private physicians for their 

members hospitali zed. in public hospitals. 15 

3. Until t~is year, public hospitals, for example in 

New Yor~ City, were not eligible for ambulatory care 

deficit ,funds allocated to hospitals with a high percentage 

of outpatient care. 16 And as has been noted by Lynaugh, 

head of the Health and Hospitals Corporation of New York 

City, cities as different as Chicago, Los Angeles, 

Philadelphia and New York City, have been unable to 

accept federal Urban Health Initiatives funds because of 

HEW regulations concerning governing board requirements. 

There is an urgent need for federal HEW and its regional 

offices to interpret its regulations so that the urgently 
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As a result of the greater resources available to the private 

medical centers, public· hospitals began having increasing problems 

attracting highly qualified research ahd medical personnel. 

With the "mainstream" of heal th care thus firmly es,tablished 

in the private medical centers, and with the growth of the private 

insurance plans to pay for this care, the role of the public 

hospital as dumping ground for the medically irldigent tended to 

become even more entrenched. 

IV. CONTINUING DISCRIMINATION 

The advent of Medicaid and Medicare reinforced this unequal 

status even though most such patients continued to use the public 

hospitals. Since third-party payment systems· fund only certain 

categories of patients, and certain categories of services, and 

since Medicaid eligibility and coverage are on shifting sands, 

public hospitals today, as in the past, are left to' treat patients 

with no insurance, and 'to provide services which are unreimbursed, 

poorly reimbursed, or with a social stigma. Because of their 

greater ability to exclude what they don't want, private hospitals 

are more !ble to adjust to changing requirements· of third-party 

payers. This ability to adjust services to what is reimbursable 

depends on the existence of the public hospitals to pick up the ~est. 

Examples of direct and indirect discrimination include the 

following: 

1. Public general hospitals in large cities have the 

highest percentage of total patient care effortlattri

butable to outpatient services, but the percentage of 
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scheme reinforced the existing distinctions in financing and 

function between the private and public hospital: privately in

sured patients would tend to use only the private hospitals; 

uninsured patients would tend to use only the public hospitals. 

While the public hospitals continued to specialize in services 

needed by the population they care for (such as care for TB 

patients and patients with other communicable diseases, outpatient 

and emergency services) the Blue Cross plans developed around the 

needs of the private hospitals and the inpatients they served. 

Thus, reimbursement for ambulatory care has been minima~ under 

most Blue Cross plans; provision of outpatient care was .not a major 

function of the private hospital, in part because private patients 

could afford to pay for the services of private physicians. 

~ver the years many public hospitals became respected centers 

for teaching, research, and medical care. However, the post-World

War II period saw the tremendous influx of federal money into the 

private medical schools and hospitals associated with them. 

Large private medical centers with their expensive research equip

ment and programs,. their up-to-date capabilities for medical care, 

and their modern, pleasant accommodations were able to attract 

high quality administrators, physicians and researchers, as well 

as large numbers of patients. 

In addition, these private medical centers were able to 

function with relative autonomy, to appoint their own trustees, 

develop capital funds, control their budgets, apply for grants, 

purchase equipment, supplies and services competitively. 
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Further analysis of the oper,ation of the Supplemental Medical Insurance 
program reveals that it not only does not function as a contract of 
insurance as that term is meant in Title VI but that, in fact, neither 
is it an insurance program at all as the tenn is"conrnonly understood. EJ 
The mere denomination of a statutory enactment as insurance does not 
transform the provisions of a social welfare program into an insurance 
contract. Were this so,Medicare Part .A would also be beyond the reach 
of Title VI. Rather, analysis as to the operation of any particular 
program is required. 

The opinion of the General Counsel of the Department of Health and Human 
Services~ that Medicare Part Bis an insurance program, relies on Lynch 
v. United States. 39/ In Lynch, the Supreme Court held that the government
could not unilaterally abrogate •its obligations under a statutorily
constructed post World War I scheme whereby the Federal Government provided
life insurance to policyholders who had converted federally subsidized War 
Risk Insurance to yearly renewable term life insurance.~ The Court's 
analysis in Lynch was that the nature of the "earned right' there enjoyed
precluded the government from arbitrarily, unilaterally, and 
completely repudiating its obligations. This analysis is not relevant to 
the issue of the relationship between Medicare Part Band Title VI. Title 
VI is not an arbitrary repudiation of contractual obligation~ but rather a 
statutory scheme that empowers a responsive cut-off of Federal funds subject 
to judicial review upon the failure of a recipient to take corrective action 
subsequent to an administrative determination of unlawful discrimination. W 
Reliance on Lynch also ignores the subsequent Supreme C.Q_urt characterization, 
in Flemming v. Nestor, 42/ of the "conceptualizations / that buttressed 
Lynch/ regarding I earnedrights I and 'gratuities I as I hardly profitable. I II m 

37/ It is a fundamental principle of statutory construction that terms 
employed in statutes are assumed to have their commonly understood meaning,
Malat v. Riddell, 383 U.S. 569 (1966), subject only to being consistent 
with legislative intent. National R.R. Passengers Corp. v. National Assoc. 
of R.R. Passengers, 414 4.s. 453 (1974). • 

~ HEW Memo II, supra, note 17 at 8 n.10. 

m 292 U.S. 571 (1934). 

~ .!!!.-
41/ The analogy to Lynch is further strained as governmental action under 
Title VI effectuates the statutory purpose, whereas the Court in Lynch
found that the refusal there to honor obligations was inconsistent with 
the statutory purpose of maintaining public credit. 292 U.S. at 580. 
Federal action pursuant to Title VI is consistent with the title's purpose
of assuring that Federal revenues obtained without regard to race or 
color are only used to fund programs similarly nondiscriminatory. 

~ 363 U.S. 603 (1960). 

11/ .!!!.• at 610. 
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In Flenming, the Court reviewed the Social Security program and concluded 
that it is non-contractual in nature and 'does not vest accrued property " 
r-ights in the beneficiaries of the program. W Of primary< concern to the 
Court was i~ view that Social Security is soE_ial welfare legislation§
and that 11/.Jjo engraft upon [such legislatio.!!f a concept of accrued property
rights would deprive it of the flexibility and boldness in adjustment to 
ever changing conditions which it demands." 46/ Moreover, the inquiry into 
the statutory scheme, which the Court stated it was required to undertake, 47/ 
found two additional aspects of the scheme significant. The Court held that 
both the fact that "eligibility for benefits and the amount of benefits do 
not in any true sense depend on contributions to the program through the 
payment of taxes, but rather on the earnings record of the primary. bene7ficiary," 48/ and that Congress statutorily retained "/..!/he right to alter, 
amend, or repeal any provision" of the Act, acted to deny the contractual 
nature of entitlement. 49/ This latter provision applies to both parts of 
the Medicare program with the same force as it did and does to Social 
Security.¥]/ Additionally, eligibility for supplemental medical coverage
under Part Bis similar to eligibility under the Social Security system. 
Like Social Security, the program is paid for by those ineligible who are 
gainfully employed and those who employ them, and is not in any true sense 
dependent on contributions to the program. 'jJ_/ Initially, this is not 

rii-r-3.s7J -lo9o5: 

44/ Id. at 608-612. The Court noted that the right to benefit under the 
program rested on a legislative determination as to the justness of claim? 
that the benefits had been earned. 11 /T/he practical effectuation of that 
judgment has of necessity ca 11 ed fortha highly complex and interrelated 
statutory structure. Integrated treatment of the manifold specific problems
presented by the Social Security program demands more than a generalization.
That program was designed to function into the indefinite future, and its 
specific provisions rest on predictions as to expected economic conditions 
which must inevitably prove less than wholly accurate, and on judgments and 
preferences as to the proper allocation of the Nation's resources which 
evolving economic and social conditions will of necessitY, in some degree 
modify. 11 ..!£. at 610. 

45/ Id. at 609. 

46/ Id. at 610. 

at 608.!JJ.I ..!.!!-
48/ Id. at 609 (emphasi-s added). 

49/ Id. at 611. Codified at 42 U.S.C. § 1304 (1976). 

,50/ 42 u.s.c. § 1304 {1976) • . 
51/ Id. at §§ 401-431 (1974 and Supp. 1980). Flemming ·v. Nestor, supra, 
note 38 at 609. 
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apparent; the statutory plan appears to require eligible beneficiaries to • 
fund one-half of the program. g/ A number of factors, however, operate to 
reduce the share of the cost covered by premiums to around 30 percent. Elf 
A ceiling has been placed on increases in the monthly premium rate for 
beneficiaries age 65 and over prohibiting increases greater than increases 
in benefits received under Social Security. §j_/ Therefore, to the extent 
health care costs increase faster than Social Security benefits, the share 
of the F.ederal Supplementary Medical Insurance Trust Fund funded by the 
general revenues of the Federal Government increases and the share funded 
by premiums decreases. Additionally, the vast majority of those who receive 
benefits under this program are recipients of Social Security and their 
Supplemental Medicare premiums are paid for from deductions in their 
entitlements under that program. 55/ Flemming itself establishes the 
independence between receipt of benefits and contributions under the Social 
Security program.~ In this regard, also, the Social Security Act Amendments 
of 1965, which established the Medicare Program, included a seven percent
increase in Social Security benefits §]J that was tied to the passage of 
Medicare, 58/ further demonstrating the extent to which premiums are not 
in fact paid by contributions from individua}s. 

Medicare Part B is, therefore, not merely federally subsidized health insurance, 
but an almost entirely federally funded social welfare program designed to 
assure the availability of health care for older Americans. In that 
funds for the program derive almost completely, albeit circuitously, from 
general revenue and specific payroll tax sources paid by those not eligible 

g/ 42 U.S.C. § 1395 (1974 and Supp. 1980). 

53/ Telephone interviews with Virginia Grey, Program Operations, Health 
Care Finance Administration, Department of Health and Human Services 
(Aug. 6, 8, 1980). 

54/ 42 U.S.C.A. § l395r(c) (Supp. 1980). Additionally, states are encouraged 
to pay the premiums for many of those eligible for Supplemental Medical 
Insurance who are eligible for Medicaid under the various state plans,
42 U.S.C.A .. § 1395y (1974 and Supp. 1980), under which Federal matching 
grants reimburse more than 50 percent. 

55/ !!!- at § 1395s. 

56/ 363 ij.S. at 609. 

57/ Pub. L. No. 89-97, Title III,§ 301, 79 Stat. 362-364. The seven 
percent across the board increase in cash benefits had a floor of $4, 
$1 more than the $3 monthly premium established by statute for the 
inception of the supplemental program. 

58/ 111 Cong. Rec. 15803 (1965) (statement of Senator Ribicoff). 
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for benefits, it is the "insurer" who is paying the "premiums,.'/ and hen.ce 
the program is not insurance at all. W 

Direct Payments to the Beneficiaries 

The Department of Health and Human Services also suggests that assistance 
provided under Medicare Part B is not subject to Title VI because such 
assistance is provided as direct payments to beneficiaries. §W Title VI, 
however, makes no distinction between direct and indirect Federal financial 
assisfance. The legislative history of the Act demonstrates an understanding 
that Title VI applies to Federal funds extended both directly and indirectly. §J./
The misimpression that Title VI does not apply to direct payments of Federal 
funds arises from its long acknowledged inapplicability to Social Security 
payments. g/ The exclusion of Federal funds under Social Security, however, 
results not from the method of disbursement but, rather from the absence of 
any program or activity. 

Distinguishing between direct and indirect payment of Federal assistance, 
while possibly a useful rule of thumb for determining Title VI applicability,
has no basis in law. Direct payments of Federal funds for a particular 
restricted use are, if they assist a particular intended program or activity,
within the jurisdiction qf Title VI. Direct payments for an unspecified use, 
though, are outside the scope of Title VI. Quite simply, if unrestricted 
funds are directly paid, there can be no program or activitY, and Title VI 
by its very terms is inapplicable. Direct payments of Federal assistance 
where receipt is not contingent upon participation in or the use of a 
service provided by a program or activity are not covered by Title VI. 
However, payments that are so conditioned, even though disbursed directly, 
are subject to Title VI. Title VI prohibits racial and national origin
discrimination by the recipients of that assistance as between the 
benefipiarie~ of any program receiving Federal assistance. 

§J./ Even if considered as subsidized insurance, the extent of subsidization 
should be sufficient to remove the plan from inclusion in the contract of 
insurance or guaranty restriction of Title VI. When Federal financial 
assistance is extended via a contract of insurance and the Federal Government 
also pays the premiums on that insurance such assistance cannot support _an 
activity or program which excludes or denies participation on the basis of 
race, color, or national origin and be consistent with the purpose of both 
Tille VI and its limitation. 

60/ See note 18, supra, and accompanying text. 

§].J House Hearings, supra, note 24 at 1542 {testimony of Anthony J. 
Celebrezze, Secretary of Health, Education and Welfare). 

62/ House Hearings, supra, note 24 at 2773 {letter from Nicholas Katzenbach, 
Deputy Attorney General to Comm. on the Judiciary, House of Representatives). 
See also, 110 Cong. Rec. 8426 {1964) {statement of Senator Ribicoff). 
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Thus, in Bob Jones University v. Johnson, ~''Federal cash payments made 
directly to veteran students upon enrollment at an approved school were 
held to constitute Federal financial assistance to the University, which 
was therefore subject to the requirements of Title VI. §j/ As the Federal 
district court stated, the "method of payment ... does not change the nature 
of the program or the basic role of the schools participating in the 
program. 11 65/ 

Applicability of Title VI to Medicare Part B 

Supplemental Medical Insurance Benefits are clearl,y Federal financial 
assistance and are not excluded from Title VI as either contracts of 
insurance or by reason of the method ·of their payment. A determination 
of the applicability of Title VI to Medicare Part B requires only a 
straightforward programmatic analysis of the structure and legislative 
history of the statutory plan to determine who the intended beneficiaries 
and recipients are and what programs or activities are being assisted in 
what manner..Much of this analysis has already been undertaken within the 
preceding discussion. 

The program and activities 66/ assisted under Medicare Part Bare clearly 
those medical services for which payments will be made under the statute 
when provided to eligible_ individuals. Th-us, it becomes apparent
that the recipients of Federal funds under Part Bare the health care 
providers and the beneficiaries are those for whom such care is provided. 
Whether participation in the program by recipients results in financial 
gain for them is irrelevant. §1/ As was discussed, Part B generally 
contemplates direct payments to beneficiaries but such payment is contingent 
upon their receipt of those health services which the statute is designed 
to assist. Indeed, ascertaining the intended beneficiaries and the intended 
recipients under this program is assisted by the fact that provision is made 

§I 396 F. Supp. 597 (o.s.c. 1974) aff'd. 529 F.2d 514 (4th Cir. 1975). 

64/ Id. at 602-604. Cf. also McGlotten v. Connally, 338 F. Supp. 448, 
461 (0:-D.C. 1972) (assistance extended through the tax system subject 
to Title VI}. 

§/ 396 F. Supp. at 603. 

66/ The terms "program" and "activity" are synonymous. 110 Cong, Rec. 2487 
TT964) (Colloquy between Representatives Waggoner and Celler). 

67/ HEW Memo II, see note 17, supra. Bob Jones University v. Johnson, 
supra, note 63 at 603~ 
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for payment directly to providers.§]/ It thus appears that Medicare part
B is subject to Title VI, and the Depc1rtment of Health and lluman Services 
is mistaken in its Qresent view. 

~ht-~ 
EILEEN M. STEIN 
General Counsel 

§]/ 42 u.s.c.A. §§ 1395n, 1395u (1974 and.Supp. 1980). 
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THE SEC RE TARV OF HEALTH ANO HUMAN SE RVICL S 

WASHINGTON, 0 C 20201 

.. 
JUN 9 1980 

Mr. Louis Nunez 
Staff Director 
U.S. Commission on Civil Rights 
Washington, D.C. 20425 

Dear Mr. Nunez: 

I appreciate the U.S. Civil Rights Commission's 
interest in the question of Title VI jurisdiction over 
private physicians. Private physicians receive funds 
provided by the Department primarily through the Medicaid 
and Medicare Part B programs. This Department's position is 
that payments under Medicaid (and to health care providers 
such as hospitals under Medicare Part A) constitute Federal 
financial assistance triggering Title VI juris9iction. 
Accordingly, these programs are listed in the Department's 
Title VI regulation, 45 C.F.R. Part 80, under Appendix A, 
which describes some of the Federal financial assistance 
programs to which the Title VI regulation applies. 

The Department's longstanding position has been that we 
do not have Title VI jurisdiction by virtue of Medicare Part 
B payments to private physicians. I have enclosed copies of 
the three original General Counsel opinions on this subject. 
The Office of the General Counsel is once more reviewing the 
question of Title VI jurisdiction over private practitioners 
who receive payments under Medicare Part B, but not under 
Medicaid. If the General Counsel's Office revises its 
opinion on this question, I will be happy to forward it to 
you. 

I have also enclosed copies of the District Court and 
Court of Appeals decisions in Libbie Rehabilitation Center 
v. Trageser. This. is the only written opinion of which we 
are aware that specifically addresses the question of 
whether Medicare is Federal financial assistance. The 
District Court in Trageser found that Medicare was not 
Federal assistance within the meaning of Title VI. (The 
decision does not explicitly differentiate between Parts A 
and B, but since nursing homes receive Medicare dollars only 
under Part A, it is possible to argue that the decision was 
limited to P.art A.) The Court of Pppeals affirmed the lower 
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court's decision on other grounds, but seems not to have 
adopted the District Court's holding on Medicare. To our 
knowledge, no other court has addressed the issue in 
writing. However, in Cook v. Ochsner Foundation Hospital, 
Docket No. 70-1969, the District Court in New Orleans ruled 
orally that Medicare Part A was Federal financial assist
ance. No ruling was made on Medicare Part B since the ca'Se 
involved Title VI compliance of hospitals, not individual 
physicians. In fact, we know of no case that has looked at 
the applicability of Title VI to Medicare Part B. 

I hope this information is helpful to you. Please do 
not hesitate to let us know if we can be of further 
assistance. 

Patricia Roberts Harris 

Enclosures 

., 
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DEPARTMENT OF H. ~TH, EDUCATION, AND W~LFARE 
OFFICE. OF THE. SECRETARY[EMORANDl.JM 

RETYPE - September 9, 1977 

DATE: October 18, 1965 

Mr. Robert M. Ball 
Commissioner of Social Security 

lM Alanson W. willcox 
General Counsel 

lJECT: Applicability of Title VI of the Civil Rights Act of 1964 
to Title XVIII of the Social Security Act 

You have asked to be advised concerning the applica
tion of Title VI of the Civil Rights Act of 1964 and 
Executive Order 11246 to the administration of the Health 
Insurance for the Aged Act. 

Title VI of the Civil Rights Act provides that no per
son on grounds of race, color, or national origin shall 
be ercluded from participation in, or be denied the bene
fits of, or be subjected to discrimination under any pro
gram or activity receiving Federal financial assistance. 
The first question for consideration is whether payments 
to providers of services under Part A of Title XVIII con
stitute such assistance. 

The term "Federal financial assistance" is not defined 
in Title VI. In most contexts the purchase of either goods 
or services at cost does not constitute assistance, but 
the present instance is peculiar in that reimbursement 
equal to cost will in fact redound to the financial benefit 
of providers of services as a class. This conclusion, for 
which there is abundant evidence, results from the rela
tively low income oI a large proportion of the aged popula
tion, the inadequacy of payment by public welfare agencies 
for health services, and the practice of most health insti
tutions of providing a substantial volume of service to 
poor persons at less than cost and in some cases without 
charge. A measure of financial relief to health institu
tions was plainly intended by Congress through the creation 
of a mechanism for meeting costs that have heretofore 
been met only in part. Although the motivating considera
tion in the enactment of this Part was plainly the hard-
ship to aged persons and their familjes, the firm Congressional 
insistence upon adequacy of payment for services evidences 
a purpose--albeit a secondary one--to ameliorate present 

https://EMORANDl.JM
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inequities in the distribution of the costs of institu
tional care by relieving the institutions of,deficits 
incurred in serving aged persons. • 

Under these circumstances it would not be unreasonable 
to conclude that payments under Part A to providers of ser
vices constitute Federal financial assistance within the 
meaning of Title VI of the Civil Rights Act. That Congress 
intended Title VI to apply is indicated by statements in 
the Senate by several of the principal sponsors of the 
Health Insurance for the Aged Act. Thus, Senior Ribicoff 
stated: 

"For most general hospitals, the only thing new 
that the law will require--since most hospitals 
will already have rejected racial discrimination-
will be that they have a utilization review plan.• 
Cong. Rec., July 7, p. 15233. 

He further said: 

"Beyond these conditions, necessary to assure 
safety and high quality of care, and to avoid 
improper or excessive utilization of facilities, 
hospitals and other institutions have only to 
enter into an agreement not to charge patients 
for services paid for under the hospital insur
ance program, and to abide by title VI, of the 
Civil Rights Act." Id., p. 15234. 

Senator Hart said: 

"In addition to the new economic independence it 
will create, I am hopeful that the bill will pro
mote first-class citizenship in another fashion 
also. We desided last year, and wrote into law, 
that Federal tax funds collected from all the 
people may not be used to provide benefits to 
institutio~s or agencies which discrimiate on 
the grounds of race, color, or national origin. 
This principle will, of course, apply to hospital 
and extended care and home health services pro
vided under the social security system, and will 
require institutions and agencies furnishing 
these services to abide by title 6 of the Civil 
Rights Act of 1964." Id., p. 15243. 

Senator Pastore then stated that he associat~d himself 
with everything Senator Hart had said. 
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No·contrary view was expressed. We conclude that 
Title VI of the Civil Rights Act is applicable to pay
ments under Part A to providers of services, and that no 
institution or agency is entitled to participate under 
that Part unless it undertakes to abide by Title VI. 
Such an undertaking may be evidenced either by execution 
of the Department's Form 441 or by appropriate addition 
to an agreement made pursuant to Section IB66 of the 
Social Security Act.!/ 

A different conclusion is reached with respect to 
Part B. This Part creates what is essentially a system 
of indemnity insurance. The primary right against the 
Government, so far as concerns "medical and other hei:l'lth 
services," is that of the beneficiary to be paid (subject 
to the deductible) BO per cent of certain medical and re
lated expenditures. It is clear that Title VI does not 
apply to programs in which payment is made by the Federal 
Government directly to the ultimate beneficiary, such as 
the Social Security cash benefit program, and it would 
appear that the same principle is applicable to Part B of 
Title XVIII. The fact that the right to payment may in 
some circumstances be assigned to physicians or others does 
not, we believe, alter the naiure of the program or convert 
it into a program of Federal financial assistance. Although 
the Part also provides for s6me payments directly to "pro
viders of services" on behalf of beneficiaries, these are 
limited to BO per cent of the reasonable costs, and could 
not be described as Federal financial assistance. It is 
therefore unnecessary to consider whether the right of a 
beneficiary under Part B constitutes "a contract of insur
ance" such as to be expressly excluded by section 602 of 
the Civil Rights Act from the operation of Title VI. 

There remains for consideration the effect of Executive 
Order 11246 (superseding Executive Order 10925), requiring 
nondiscrimination in employment under Government contracts. 

yTitle VI provides its own procedure for termination of 
Federal financial assistance, fnd~uding opportunity for 
hearing and judicial review. The only requirement of 
section 1866 not met by the Title VI procedure is reasonable 
notice to the public. The regulation spelling out this 
requirement should be broad enough to include a Title VI 
termination. 
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An institution or agency which meets the qrialifying 
conditions specified in or pursuant to the Act ·rs given 
by section 1866 a statutory right, 2"/ upon filing the agree
ment required by that section, to participate 'in_ the pr:o
gram and to receive the payments provided by sections 1815 
and 1833. The Secretary, in turn, is required by statute 
to make the stipulated payments. The terms of the arrange
ments between the Secretary and a provider of services ,are 
thus spelled out in the statute, and there is no room for 
negotiation or bargaining cqncerning such terms. The pro
vider, it is true, must undertake certain promissory commit
ments, and these will be enforceable as contractual obliga
tions, but the Secretary undertakes nothing beyond what is 
required of him by law. Although the resulting relation
ship can perhaps be viewed as constituting a contract (an 
offer by Congress to all qualified providers, and an accept
ance by each provider when it files the required undertak
ings), the governmental action in creating the arrangement 
is wholly statutory and the Secretary's role at this point 
is wholly ministerial. We are of opinion that this arrange
ment does not constitute a Government contract within the 
meaning of Executive Order 11246. 

A different situation obtains, however, with respect to 
agreements with fiscal intermediaries under Part A (section 
1816), contracts with carriers under Part B (section 1842), 
and agreements with State agencies (section 1864) and others 
(section 1874) relating to various aspects of administration. 
All of these sections contemplate contractual relationships 
in the usual sense of the term. In none of these cases has 
Congress spelled out in detail the content of the agree
ments, and in all of them the particulars will necessarily 
be develooed administratively. The fact that section 1864 
directs the Secretary to make an agreement if a State is 
willing and able to do so, or that section 1842 directs 
him "to the extent possible" to contract with carriers for 
the payment of physicians' charges, does not deprive him of 
a broad range of discretion in developing the terms of agree
ments under these sections. In absence of some overriding 
reason to the contrary, Executive Order 11246 controls the 

y This right, as we have seen, 1s modified by Title VI of 
the Civil Rights Act. This modification does not intro
duce any element of discretion, or authorize the Secretary 
to impose terms other than those stipulated by Congress. 
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Secretary's discretion by requiring the inclusion of non~ 
discrfmination ,provisions. Congress legislated presumably 
with knowledge of the substantially identical requirement 
under Executive Order 10295, and did not forestall its 
appliqabil~ty either expressly or by any provision incon
sistent with it. 

We conclude, then, that Title VI of the Civil Rights 
Act o~ 1964 is applicable to Part A of Title XVIII of the 
Social Security Act but not to Part B, and that Exe~utive 
Order 11246 is applicable to agJeements and contracts under 
sections 1816, 1842, 1864, an'd 1874 but not to agreements 
under section 1866. 

AWW 
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C:-.:TE'b STATES GOVERN! ,T DEPARTMENT 0: HEA. :i, EDUCATION, AND Wi:LFARE 

1-_ ... ,.. ,,-~... n"·a11 rl1 '771 
JI ....v J • ,-U•t"'-

Oi':Jc:;: OF TI:E. SECRE.TARY 

70 ::r. Robert H. D:ill DATE.: D.,cc::,ber 30, 1966 
Cc.mssioner of Socinl SecuriLy 

Alnnoon W. Willcox 
G::ncrnl Counsel 

;.p;-lic-:.bili ty o..X Title vr of t:l1c Civil ~i~h::s Act to r~y.:Jcnts to 
:i'a.·oviUcrz: o! Servicer; under Hcclicnrc 

J.=-' :uhdnin;: :;ota ::h:it: ::i tic VI of tbc Civ::.l ni;;h::s Ac~ is O:??lic~blc to 
'.; ... ·t: /. of t:itii:: :-:~:;:I ui t:it~ Socicl S::cu.:-i::y Act:, .::.y DLZio;-~nc:!u::i of 
G~~obc. 16, 1965, stoted: 

11:-;,c t.-.:rm 'Fcdcr:.l fin:inci:il asr.i:::t.::::c.::? 1 :Oo ::ct C.:!f:..:::ce. in 7i~le v::;:. 
·:. rno:,: context:;; the purchn:;c of eithc:.:- gocds c:- se::viccs 6t co:::: does 
~.::: con,;titutc n:;si:;t..:,,nce,. but the :>:-esc.;-..:: i:::::::i:.:ice is ?~culiar in 
~:.,;t: r•::ir.1burocrr.cn:: equal to cout will in f::ct :-e::doi;;,d ::o t.~e fi:-:.c:'i"',c~.il 
4- .:;~er...•. of providcrc of i;crviccs as .;. cl::::.s. 11 z,e i:;;c=:o:-.:::..ld:= ,..,en:: o:i 

i:-- c:: ,;,.;.in t:hc :rca!oon that pnymcnt o= cost t1oulC:. u-::der t~1e peculi::r 
c:·_;:-cu ::ani:cs of t:i tlc XVIII I pro\."ic1e :: fi~::.ncial benefit to l.c.::lth 
i ..... ti ·;tio:-1:i i;cncr:illy. It then poin::i?d cu: t',~~ spc:-.so::-s of t:ie 
:.. ..,;,i\.:,; insurance lc~isintion in the Se::.:::::e hod e,=?rcssc6 the vi£."tl 

"'· ::.t. ~~ .. LC \'I would be npi)licablc t:o :.=. C:t :hece gro:.:~::::. ::~1e :Jc.o.:::-iu,n~~~ 
cc.,<:l,••·,:,, thnt title VI applies to l';;,=t A cf title :i.,n::;::;: of :::ic Socfal 
Securit:; .net. 

Z:-u-r-thcr considcr.::iti~ has led me to believe ::b"t this conclusion t::s 
::aced on unncccss~rily nnrrow srocnds. ~nd th:t p:y::ients to provide:-s 
of Gervices under ?art A of title XVIII l>Oulc! const:i::ut:e "Fecfo=al 
::inancial nssist:iiri"~e" even if there -.:ere no element of fin:::.1ci:il benefit: 
to the recipients. 

:i1~ D:-j'nrt:1nc:1t rc~u.l..::.t:ion under title \'! defines "~cc1e.:-:l financial 
.:::::.iGt.nncc11 n::; inciuciing "(l) gr:int:s or lo~:,s of Federzl funds ~:.-.i:-
~:.1d (5) ~ny Fcdcr~l n~rccmcnt, arr~nsc..Jen:. o= ot~cr co"t=act ~~ich h~s 
:.:; one of it.s pu=?o:;cs the provision of :::.s:.s::ance." (45 C.F.R. 
E0.13(e)) All &r:.~t. and loan pros=a=s :.=e thus covered by ::it:le V:, 
b-Jt Fcdernl contracts nnd other arrange:e:i::s are covered o~ly if there 
is a purpose t:o provide "nssistancc.11 T'ne regulation, in other Yords. 
docs nothin& to clarify the meaning of=~~ st.otut:e ~s i:: a?plies to 
cc:itracts ~nd other nrran:;cmcnts. It has been se:icraily agree~ that 
11c;:dinnry Govcrrur.cnt procurcmcnt11 is r,o:. cove::ed > but beyc:id :.h::t 
a;rccm:::nt there bas heretofore been lit~le ~A7lo=~::i0:.1 0£ ~he yroble::i. 

-:Z:itit: \"! c.in i.:ivc n--card.nE;f\ll nrrlic~~ic:: c:ily :o t~ose ::::c:.:.:- •:~s c:u:: 
~=rnn::cm-::nt:r; t:l;ic~, ccntc:rijll.'ltc tile --::c..,,,:::;;!.c:-. r.:..: - ...s :-· J::::::.ii:::: 
.:a iUr.nt:ifinblc ~roupi. o{ person::;, D=.:= ,:.fae:-~ :::·.::. -.'.:Si!> !. no 
:car.er iu~l.i rvc t.iaot ~in.:incinl bencii; i:O :::.~ -=: .. .:...·-=::: u::- 0::be::
;;'i:Cip~cnc of Fcclc:-ai funt&u(i~\rv-?c c~ ==.:-.:::-c.:..;i'! o= the rccipic..•:• s 

I HfLP (lU,•INJ.lf W.C.ST[ COST UDUCilON PROGE~ 

lTL.5\JU "'-7 

https://lU,�INJ.lf
https://J::::::.ii
https://nssistancc.11
https://cl::::.s.11
https://fi:-:.c:'i"',c~.il
https://r�::ir.1burocrr.cn
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net as5cto) provides ~he 2p?r~:~~~=c tc~t of the cpplicability of 
title V!. 'inc stotutc :;pea!:.:; of .:.:.::d.~t:.::ce to ~ "progr.:mi or ::c=.ivit:,.11 

(Secs. ·6ul, 602) T'nc::-c is no 'i;:,::is in t:~e tc::-:t of the st:::t:utc for an 
assc.:::ption th:lt raet cconoraic bc~·!:.fi: to .:he p::yce of the: Federal funds 
·:~ n n7ccsr-::i:-~ o;:- c'\·.=;; 7 rclcvp:;t: f.:."c::o= in' dete:-cinin3 w'h::it iz "Federal1
:in~nciol n~sist:~cc. -

In the cat:c of n. 1;:-.:.:-,t :;,rC'l:i·l!r.- i: ::::; clc=i= f::-o:n the purpose of\the 
c:::!:.utc, D:ci well ~s ~=Ct:-..1 t.iu:: rc~ul~tieira, t.;l.:1t fir.:inc!.:il ..:Jdvantart? to 
tr~~tccs, in tbe-~cn~2 ol i~prov~~~nt of th~i= net fin~ncial po~lticn, 
is not c:;scnti::l ~o the- covcr~:;c v= ::h:? p=c~:-.:.:n under title VI. 
To l10ld otl1cn~!.sc vouici l~rzcl:; nu:..li:fy ~itle \::E, by liciting itt. 
~?cr~ticn to co~strccticn or other c~~i:~l gr~:its. Typically, a 
nc.:ca?ital ~r.:.:-;t. is clc:signcd to cn=:ble ~:·ae ~r::mtee t:o undcrt&lte a nm1 
:::.ctivitj•, er to e:=r--.u.nd or imj)ro·Jc: :":.ts cx-.:.::=inz .ec::ivitic::> .?t a cost. 
:::.t least cc;ual to .:.t':d oitcn &:.·.=:u;:i::.r t.b::?::i the .:::.-:iount of the gr:ir.t. 
Ever:. a1 scnc:=al su:>port gr~nt: is co::...-:c:-. .':J cc;."":diticncd c.:i "c-zint:e:n::l:lce of 
e~fc::-t11 i:i artier to avoid use of F~dc:.-.:.!. ic::Cs to re?l:::ce e~sting 

~~";:~t~t~:c~hc ~~~~;;c~o:~r.:n;~:~~~!t~~cf?~;~~~:J;~;t~::i;n:~:c!in.:.~ci.u.l 
=,:,:;.":fit tho:;c \.:be::. the ::;r:.intcc~ !.i?:-ve. 

:;:: :i,:; -:·.'-- ,;nc:;.::.:.l ::'or ::: ~rm'lt ,tc ::.·::ll.:.cc p.:.y=:::1tc t.hc:.~ YC!!ll> i:1 t.be 
.:.~: . .:nee ,.~ the ~=.:.~-:.t, be rcdc to .::-:e ::;:-.::n=ce: by other:;. T'nis co::t 
.f:-cquc:1i:!:.1 occc:-s ~s c? part 0£ .:. ';::'~n~ ::'o:.· ::: br.:>a.de= p~=po!:e, :::.:; in the 
c.:.:::c of tr.::iinc:::..bip b=~nts to in:;::::tut:ic.:,.s u:-&ch r::..y e:1=:blc t:hc::i t:o --;,::..y 
botil tuition c~1nrscs c:-:cr iivins ~!la..1=::1ces fo= the tr::inee!: •. Lu:: ;lD 

i::st:itutio:i::..l sr:::.:i~ liwit:c:d to t~:it:ic;: c!-.::.=gas l;Ould t:n(!ue~tio;:~bly ba 
11Fcdcr:il fin::.nci.:il a=::istancc11 ti:. C:cfi;.:c.d i.i t'he regul:::t:io:l, :::-aci ale~:;.;: 
a:; obviou:;ly i:: youlci fall witlli:i ~e c:.:::::.:ii:i:;;: o!. the s:atut:e. inc s::.::.e 
uould be true of~ g~~nt to pny ~h~ cost of stated ~ediczl c= ho:::?it~i 
sc~viccs for a Z?ecifi~d group 0£ p~rzc::s. By ~u~bo:i:idS gr~nt:s ~bicb 
~~olly or in p~rt rc?l~ce p.::iyncn~:: tbat: youid cthc:vise be r..::;.lc: to tr.c 
i=~:.tccs for their services, Ccnu:-e~s h=~ ev~de~ccd its belief t:h~t sc=.c 
r.,:..:·:::on::. Y~10 ocuh:: to receive such ze::-vicc:; \:ill otbe~'":.sc either fo:-e30 
:~:.zi for finc~ci::.l reasons or :;uffc= u~Cce fin::.nci~l h:=C:;bip in p~y~~~ 
:0:c= ti.1ct,1. ~niu beins so, tile sr::~.~ clc::.=-ly cc:.:::;t:itu::cs ::eei&:.:.=:cc to 

1./ ~iic tl:irci scatc:ice o~ 5ccticn 602 ~u::ho4izes "the tcr-in~::~cn of c:
rcfu:;~l to sr.:2nt: c.i:- to contin::2 assis~;?:ice cudc.:- such p:-03:-:::::i o:
:u:t:i.vit:y to :;n.y. recipient :rn to t,;bc: ..::-:..-~." Rcfc:;-cnce to t.he rcc~?ic;-.t 
in t:11i:; phr.:::;,a is ncccs:;arily .:: rcferc..aca ::.o t.bc p=:::-s0:1 c:- en::i~:,• 
irorn t.:-i1ic~1 mc=.c:: is to be uit:hhcld, ~:-,d is u:lcl!y conzist~.:: ~ith 
ti1c C3l"'.i.icr ::.::::;:utor:, lanI;,'.!n:;e t;1ot ?:-eCicct:e:; .:?.??lic::::ic~ o:: 
ti:..";!! \"J. c,n .:i=::;i~t.::incc to a "p:-of;r~ c:- ~c~iv-.=.~y11 --.::>:-C:::..1::.:..·.ily> to 
a rL~brna 04 ~ctivity of a rcci?.iC~~ o:- =~b:-aci?ic~:. 

https://rcci?.iC
https://otbe~'":.sc
https://br.:>a.de
https://e:=r--.u.nd
https://otl1cn~!.sc
https://bc~�!:.fi
https://c=.ivit:,.11
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the "proi:ram or activity" of the srantce in that it:a services nre made 
more readily available. 

'Ii1e statute itself (sec. 602) makes ·clear that: assist:ance a:ay -take the 
iorm of contracts as well as of grants. If a contract were m:ide for 
the pro,·idon of the same services to the same people as the grants 
referred to above, with psyment m=surea in the same w;;;y; the purpose 
to ns~ist the "program or act;l.vity" of th·e contractor would be e·qually 
clear. The payment would hardly cease to be financial nssistance merely 
because performance was to be assured by promissory co::::nitment rather 
than by condition.l/ 

.he classic distinction between grant and contract is that: the former 
is appropr'iately used when the purpose is to further the prqgram or. 
activity of a nonfederal institution or agency, whereas the latter is 
u5cd to secure performance of some part of a program or activity of the 
rcJeral Government itself. This distinction is not alv.1ys easy to draw 
even in theory,Ilbecause where the objectives of"'the Government and its 
payee are similar it may be difficult to say whether the "proi::ram or 
:.ctivity" being furthered is that of the Government or that of the 
payee. For most cases, nevertheless, the distinction is a valid one, 
:.nd one that seems also appropriate to a determinntion whether, in the 
words of the regulation, an "agreement, arrangement, or other contrllct 
*ki< has as one 'of its purposes the provision of ·assistance." Contracts, 
that is to say, which are designed to finance the pro:;ram or activity 
of o nonfedcral institution or agency nre ns clearly within the scope 
of title VI as though they were cast in the form of gr.::..~ts. For reasons 
discussed below, it secms clear that the pllj-rnents lluthorized by Part A 
of title XVIII of the Social Security Act fall within this description. 

'.i:'ne legislative history of title VI, like its text, supports the view 
that all expenditures designed to assist a "proi;r&m or nctivicy" of 
the recipients are covered by the title, ~hether made ns grants or 

y Mont contracts, and most arrangCmentG that c~n be likened to contracts. 
do involve a6promise to rend~r services, ~herens grants ordinarily 
involve no such promise. In this reGpect, as pointed out below, the 
relationship created by Part A of title ~"VIII of the Social Security 
Act, although it may properly be considered contrllctual, resembles 
a grant in that the j,rovider makes no pro::rl.se to render services. 

In practice the distinction has become still less clear, contracts 
being uped Yhere grants would seem clearly the appro?~iate mechanism, 
and vice versa. -

https://pro::rl.se
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pursunnt to contr.Jctc. The bli;tory .:ilno dclir:.c-.--:t:cs cc:-t~!.n cla.::.scn of 
Ch-pcnditure which Consrcss deemed not to constitu~c &s~ist~ncc, but so 
dclinc.ites them as to indicate perr.u.isiv_ely th.it hospital insur.ince 
p.1ymcnts are ,not among the excluded clanses. 

T.,e broad -lnnf;Uo~e of section 601 is ~upported by the brood contc7.t 
in \lh1ch ti tlc VI \:<lG pri:r.entcd t:o Con:;.-cso by ::be i:enne.:::, /,c!;:iinist::-:,tic;n. 
!n the mc~sni;e nccomp;,nyin& t:he propoi;ed Civil Right:: Act of l!iC.3, 
Prcsi<lent: Kennedy requested the Co~greon "to pnss D sin~le cor.prehensive 
provision making ~t: clear that the Feder.il Gover;,.T.ent i: not required, 
under any statute, to furnish any kind of financial ansintance--by vay 
of srant, lonn, contract, guaranty, insurance or o~hctvisc--to any 
progr.im or activity in which racial discri_mination occurs."!:../ In support: 
of this request for legislation, the Presid!'nt .illuded to the de=nds of 
"simple justice" and the need for ele.ir statutory authority for 
odministrative action.~/ The Administration bill YDS. introduced in the 
Bouse as R.R. 715.2 by Congressmnn Celler, Chairm:m of the Co=ittee 
on the ~udiciary, and Yas r~ferred to a subco:::.T.ittee of th.1t: Cc=ittee. 
Attorney General Robert Kennedy testified on title VI of this bill as 
follovs: 

M.,ny programs and activities c.irried on by 
State .ind local governmental authorities and by private 
enterprises receive financial .issistance or b.icking 
fr0111 the Federal Government. The benefits of such 
pr9grams and accivities unquestionably should be 
av~ilable to eligible recipients Y;,thout regard to 
race or color •• " 

It is thus apparent that the measure Yns designed and presented as n 
provision ~pplif~ble to all measures of Federal financial .issistance, 
of Yhatever kini:t. The most explicit Dttec,pt to define its application 
resulted from a request by Congressr..an Cra.-ner, during the he.irings -
before the House Corr.:uttee on the .Judiciary, that the Attorney General 
submit a list of programs or activities ~hich Yoald be inc7uded in 
title VI as it then read. The Attorney General respondec~: 

!:;_/ House Document No. 124, 88th Cong., 1st Sess., at 12. 

§/ llc:1rins~ before the llouoe Co::i.-nit:ce o:-. the .JucH.ci:i::-v on P..n. 7152, 
as· amended by subcom.-ni ttee !lo. 5', 68th Cong., 1st Sess. • at 2731. 

https://progr.im
https://Feder.il
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''ile are making up a liRt .•• It is going to be 
every program of the Federal Government vhere Federal' 
funds are expended, so that they·are expended in a •1vay that does not diacriminnte against a portion of 
our citizens. That i■ the purpose of it. There are 
going, to be several hundred programs". 

This statement, it should be noted, embraced expenditure ■ under contract ■ 
as fully as grant ■• 

In presenting the requested list to the Cortruittee subsequently, a .letter 
from the Deputy Attorney_General e,:plsined the omission of_t:vo group ■ 

of activities vhich he said could not fairly be described as,programs of 
Federal financial assistance: first, activities carried out directly 
by the Federal Government through its own personnel, together vith • 
"ordinary Government procurement"; and second, activities involving 
payments by the Federal Government directiy to the ultimate beneficiariea.Y 
Both these kinda of activity, the letter noted, are adlllinistered 
Federally without regard to. race, color, or national origin_, and are in 
any event subject to the Fifth Amendment's prohibition _of· discrimination; 
thus, they vould not be materially affected by title VI if lt vere applicable. 

This letter vas relied upon during the debate on the bill in the Bouse of 
Representatives as delineating the intended coverage of title VI. 
Similar vievs vere expressed by proponents of the measure in the Senate. 
It can hardly be questioned that Ce>ngress accepted the vievs expressed 
in this letter, except as "contracts of insurance or guarantee" vere 
subsequently excluded. 

It is plain that the benefits under Part A of title XvtII of the Social 
Security Act do not fall vithin the.activities -which the Deputy Attorney 
General had described as being outside the scope of title VI. The service ■ 
for vhich the Government pays are not furnished by Government personnel, 
and they do not constitute "ordinary Government procurement." Unlike 
Social Security cash benefita, they are not furnished by th~1Government 
directly to the ultimate beneficiaries. Thus, they are clearly not 
e:nbraced in the categories of Federal expenditure vhich the Deputy 
Attorney General and the Congressional sponsors of the legislation aaid 
vere excluded. 

Hospital insurance benefits, it is true, are in some respects unique, 
and since they vere not in existence vhen the Civil Rights Act vaa debated 
and passed ve should consider vhether they fall "'1tbin the rationale, 
even though not vithin the terms, of any of the exclusions stated in the 

1/ Bouse 3udiciary hearings, at 2273. 
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letter of the Deputy Attorney General. No argument is needed to show 
that they do not fall within the ruasons given for the principal exclusion■ 
set forth in that letter since, as note~ above, the benefit■ are not 
provided directly by Federal personnel and are not provided directly to 
the ulCimate beneficiaries. Can tliey, nevertheless, be considered a■ 
"ordinary Government procurement"--or, indeed, as any other kind of 
"Government procurement"--or likened in any re.asonable vay to such 
procurement? 

\lhen the Government "contracts out" servicei; which it is obligated to 
provide and which it normnlly provides through its own personnel (such 
as the medical care of veterans or merchant seamen), the process i■ 
sufficiently like "Government procurement"--and it is 110 clearly 
subject to the restraints of the Fifth Arnendment--that it arguably r,my 
fall outside the scope of title VI of the Civil Rights Act. But even 
if this is so, the hospital insurance provisions of the Social Security 
Act bear no res=blance to such "contracting out:." In all respect:& 
relevant: to coverage under the Civil Rights Act, these provisions are 
akin, not co programs involving direct Federal operation, but to program■ 
under which Federal funds assist in financing operations conducted by 
others. 

The relation of a provider of ~ervices to the Government under title XVIII, 
although it may be considered as a contractual relation, partakes not 
at all of the characteristics typical of a procurement contract. 
T'ne provider does not contract to provide anything; apart from civil 
rights requirements, it promises only that;!£ it serves a beneficiary 
of the program it will look to the insurance system for payment of all 
but specified items.!!/ The scope of services to be furnished i■ 
determined essentially by the provider and not by the Government. 

§/ The relation of the Government to a provider of services• at the point: 
of time at which payment is made, would seem to be most accurately 
described as a'unilatcral contract. Although the Government' ■ offer 
of payment-is conditioned on the existence of the provider' ■ general 
agreement referred to in the tc>.-t, no obligation of payment arise■ 
until services (which the provf.der is under no com:nitment to 
render) are.in fact provided to an eligible patient. 'When Chi ■ 
occurs, the standing offer of payment would seem to ripen into a 
contractual, as well as a statutory, obligation. 

The fact that the Government's relation to the beneficiaries ia 
clearly noncontractual in nature (Flem:ning v. ~. 363 U.S. 603 
(1960)) does not -militate against this analysis of its relation to 
providers of aervicea. 
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Existing institutions are continuing to serve the same persona who 
would use their services if title ):v:£II,had not been enactef, er who 
would do so but fer financial barriers. New institutions are likewise 
wholly free to selec~ their clientole. Finally, institutions meeting 
the quality and civil rights requirements have a statutory right to 
participate in the program--a prevision paralleled in "mandatory" 
grant programs but quite'out cf character in a procurement activity. 

The Government has not undertaken in title XVIII either to provide 
health services er tc assure that they will be available. Froviders are 
not acting for the Government, are not discharging an obligation the 
Government has assumed, but rather, are going about their awn business 
with Government help. They are also -contributing to·the achievement 
cf a governmental purpose, it is true, but they are doing so in the, 
same sense that grantees contribute to achieving the purpose of a grant 
program. 

In the respects here relevant, then, payments to providers, although 
ccntrsctual, are more akin to grants than to procurement contracts. 
Essentially, the Government is paying providers to carry on t'he "program 
or activity" "hich they have been organized to perform and have long 
been performing; to serve the same public they have been serving, with 
the same right in each provider to accept or reject individual patients; 
hopef~lly, to serve more patients, and to serve them better; and 
finally, to serve them almost without cost to the patients or th~ir 
families. Both the purpose nnd the general method cf its effectua.ti011 
are, in the respects here pertinent, indistinguishable from a grant to 
pay the cast cf specified medical services. As fully as by grants, the 
"program or activity" or providers is being assisted. 

Dr. Edwin I.. Crosby, directer and executive vice president of the 
American Hospital Association, said when the prcgrBmwent ·rnto operation: 

"The enactment of Fublic 'Law 89-97 (Social Security 
Amendments of 1965), commonly called Medicare, will be 
a great boon to hospitals financially. Both hospit~ls 
and the medical profession have given thousands of hours 
of free care every year since the profession and hospitals 
took roe~ in this country. Medicare will iift this 
enormous financial burden from hospitals and enable them 
to improve their facilities, broaden their services, train 
their personnel 011 a continuing basis, and ta~~ ether steps 
to continue the improvement of patient care.":t./ 

2_/ The Atlantic, July, 1966, p. 106. 
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Here is clear te~timony that title XVIII of the Social Security Act 
provides financifl assistance to the pr'!grams and activities of hospita_ls. 

!t remains to point out that Part A of title XVIII of the Social Security 
Act• is not excluded from tit.le VI ns being a "contract of insurance or 
guaranty." This is so b·ecause Part A of tit.le XVIII does not provide 
for the making of any contract which c~ntains any element either of 
insurance or of guaranty. Although the Government's obligation to 
make payment to providers of services is contractual in nature, the 
obligation is a direct and primary one. The Government does not insure 
the provider against any risk or guarantee any payment to it by a third 
party; title XVIII, indeed, precludes the provider, to the extent of 
the Government's payment, from making any charge to the patient or 
others. Clearly, the Government's obligation to providers is prima:ry, 
not secondary, and clearly it is not insurance. 

The right of the beneficiaries of the Part A program, on the other hand, 
although it is properly descrihed as social insurance, is a statutory 
and !!!!!.a contractual right. It hns been squarely decided by the 
United Scates Supreme Court that statutory social insurance i■ not a 
''contract· of insurance. 1119/ 

Alt.hough some remarks during the Congreusional debate on title VI 
might suggest that Social Security cash benefits were excluded from that 
title by the phrase "contract of insurance," it seems reasonJ1bly plain, 
as the following collpquy in the Senate indicates, that their noncontractual 
nature was recognized and that their exclusion rested on the fact that 
these cash paymen·ts are made by the Government directly to the ultimate 
beneficiaries: 

"Hr. Rober~son •. . . The money is paid out pursuant to a 
bill enacted by Congresn. There is no contract. 'Ile have 
said that w~en men and women reach a certain age, they 
vill be paid a pension. Congress makes the atatemc:nt, 
but there ~,S no .contract •.•• If it vere not a contract, 
section 602 would not exempt it••. 

'!2/ Flemming v. Nestor, supra, note 8. 

The voluntary insurance system created by Part» of title XVIII, on 
the other hand, is truly contractual in nature. Cf.~ v. United 
~. 292 U.S. 571 (1934). That system_, therefore, even if it 
migh~ othervise fall within the scope of title VI as set forth in 
this memorandum, is excluded aa a contract of insurance. 
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"Mr. Ribicoff. The Senator is correct wen he says it 
is not.specifically exempted, but it does not have to 
be exempted. If the Senator vill look to the preceding 
line, he vill observe that it is not a program or 
activity. Since the social security payment to an 
individual is not a part of a program or activity 
covered by Title VI in the first place, it need not be 
specifically exempted."!!/ 

As both parties to this interchanse recosni:ed, benefits which have 
been authoritatively denominated as noncontractual cannot reasonably 
be deemed to constitute a "contract of insurance." If Social Security 
cash benefits are not vithin the exclusion in section 602, no more are 
Social Security hospital benefits. 

As stated in my earlier memorandum, the only members of Congress '!lho 
spoke on the point indi~ated that title VI vould be applicable to the 
hospital and related benefits under Part A of title XVIII. I believe 
that their vi= vas correct. 

~ 

11/ 110 Cong. Rec. 8426 {April 20, 1964). 
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J);";!'ARTMF.lIT OF 1-1 ~TII, ;:;,nc:.Tiu:,, ;'.::,) 
OFFIC!:. CF ·;1:!:. ' \--: ... :-;r/.i.Y 

July 5, 1%8 

TD Ar. Melvin Blumenthal 
~ssistant General Counsel 

F~O~ Alanson a. Willcox 
ueneral Counsel 

SL't3JECT: ;,,pplication of :ritle -VI of the Civil .Rights Act to J_,;:,lica:.r~ 

Finding that Art Bess was out of town and apparently had 
not had opportunity to talk with Ruby Hartin about our 
current problem, I spoke to her, and she had Lou Rives' 
call me. After some discussion Lou and"I agreed that, 
although we both regret omitting some •institutions 
from title VI coverage, the risk involved in shifting 
a second time our analysis of the application of title VI 
to ~eaicare is not justified by the rel~tively few, ond 
probably small, institutions which will esc~pe coverage. 
As Lou ;-,as authorized to speak for Ruby, anJ in view 
of th·:? urgency of a decision, I took it upon ,.1y:;elf to 
advise Tom Tierney to proceed on the basis tla.3t in.;ti
tutions are not covered by title VI if their :;ole !'.nur.ce 
of Federal financial assistance is Part B of ~edic~•~. 

Because the same questions may arise in other contexts, 
I will make the following record of my present views: 

I think the relation between SSA and a Part B enrollee 
is a contract. I see no satisfactory distinction between 
this and the war risk insurance involved in the Mynch case, 
·,,hich I believe was also substantially subsidize by the 
:;overn:aent. The fact that this is merely a part of the 
program which is generally noncontractual in nature seems 
to ~e no reason for a contrary result. Surely the State 
agreements under title II are contactual, even though other 
title II benefits are not. 

'.rhere is considerably more doubt, I agree, that a con-
tract is a "contract of insurance• within the meaning of 
section 602 of the Civil Rights Act. it is arguable that 
that phrase was addressed only to situations where th~ in
sured is engaged in a program or activity receiving financial 
·assistance, rather than the ultimate beneficiary of such a 
program or activity. This is a tenuous distinction at best, 
however, and one which would have made very difficult the 
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e'>:cl ::is ion of individual practitioners. Even as an original 
matter, I should have been reluctant t~ encumber title VI 
covera3e with distinctions so difficult to explain. 

cc :·Ir. Eess 
:-ir. i=:.ivcrs 
Hr. Bari:ett 
Hr. Yourman 
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IN THE UNITED STATES DISTRICT COURT 

FOR THE EASTERN DISTRICT OF V~RGINI~ 
IC ..... c..3 RICHMOND DIVISION -

r AUti 1 71977 
NOVELLA H. TRAGESER CLERK, U. S. DIST. COURT;

RICHMOND V. • • • I 
v .. CIVIL ACTION • I\.J. 

NO: 77-0191-R 
LIBBIE REHABILITATION CENTER, 

INC., etc. 

ORDER 

In accordance with the memorandum this day filed., 

and deeming it just and proper so to do, it is ADJUDGED 

and ORDERED that defendant Libbie Rehabilitation Center, 

Inc. t/a Libbie Convalescent Horne's motion of 3 August 

1977 to dismiss the above styled action be, and the same 

is hereby GRANTED. 

Let the Clerk send a copy of this order and the 

memorandum to all counsel of record. 
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IN THE UNITED STATES DISTRICT COURT 

FOR THE EASTERN DISTRICT OF VIRGINIA .E I ?-: 8 D. 
RICHMOND DIVISION ·AUG 17 l~ll 

NOVELLA H. TRAGESER 

v. CIVIL ACTION 
NO: 77-0191-R 

LIBBIE REHABILITATION CENTER, 
INC .. , etc. 

MEMORANDUM 

Pursuant to Rule 12(b) of the Federal Rules of C'ivil 

Procedure, defendant seeks in its motion of 3 August 1977 

to dismiss the above styled action. As plaintiff's· responsive 

brief and defendant's rebuttal brief have both been timely 

filed with the Court, the matter is now ripe for disposition. 

A brief summary of the facts may be helpful. The 

defendant is a private corporation which operates a nurning 

home in Richmond, Virginia for profit. It enjoys no tax--exempt 

status nor was construction of its nursing home funded under 

the Hill-Burton Act. Defend:mt receivrs p:iyment:s for :a•rvices 

rendered under the l-!edica,e, Medicaid and Veteran's AdminisLra

tion programs and is·subject to inspection by the State 

Department of Health. 

Plaintiff, the Director of Nursing of said nursing home, 

suffers from retinitis pigmutosa, a progressive hereditary 

visual impairment. During a regular inspection of the nursing 

home in April of 1976, a representative of the Department of 

Health corrwiented on plaintiff's failing eyesight. That com::.ient 

was reported to defendant's Board of Directors. On 7 June 

1976, the Board of Directors resolved to replace plaintiff 

as Director of 1:ursing as soon as possible. Some tbree months 

later plaintiff tendered her resignation, effective 8 September 

1975 and left defendant's employ. 

Plaintiff's complaint alleges that in terminating her 

employment, defendant engaged in State action and acted under 

color of law so as to violate A..~endments V and XIV of the 

United ~ates Constitution and 42 U.S.C: 1983. Plaintiff§ 0 
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further o_leges that defendant engag.J in discrimination 

in ~iolation of Section 794 of the Federal Rehabilitation 

Act of 1973,~ 29 U.S.C. § ·701, ~ ~ 

To sat:j;sfy the State action requirement of Section 1983, 

plaintiff argues that regulation by the State rende~s action 

by the nursing home State action within the meaning of 

Section 1983. Defendant a~gues that the weight of authority 

is contra to plaintiff's position and cites, among others, 

Hoose Lodge 107 ~ Irvis, 407 U.S. 163 (1972) and Jackson~ 

Metropolitan Edison, 419 U.S. 345 (1974). A careful reading 

of these two cases re?dily shows that more than mere regulation 

is necessary to constitute State action. -As enunciated by 

the Supreme Court in Jackson, the test for State action in 

the context of State regulation is whether there is a sufficiently 

close nexus between the State and the challenged action of 

the regulated entity so that the action of the latter may be 

fairly treated as that of the State itself. 419 U.S. at 351. 

As the decision in the instant case to replace plaintiff as 

Director of Nursing was that of the defendant's Board of 

Directors and not the State, such nexus as set forth in Jackson 

does not exist. 

In support of her State action argument, plaintiff further 

argues that receipt of federal funding in the form of Medicare, 

Medicaid and Veteran's Administration programs by defendant's 

nursing home transforms the acts of the nursing home into those 

of the State. Plaintiff cites Doe ~ Charleston Area Medical 

~. 529 F.2d 638 (4th Cir. 1975). as authority. In Doe a 

woman desiring an abortion brought a class action against a private 

medical cent'er which refused to perform abortions except to 

save the life of the moth~r. such refusal being based in part 

on a State abortion law. The Fourth Circuit held that federal 

jurisdiction existed as State action was present. Plaintiff 

argues that Doe is binding in the case at bar as Doe involved 

a private hospital 'tich received 1-!edicare and Medicaid funds. 

~ is readily distinguishable, however, as the Fourth Circuit 

based its holding that State action was present not on the basis 

of f~deral funding but rather on the fact·that in Doe 
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the dei,}ndant • s anti-abortion policy, ·being based on West 

Virginia's criminal abortion statute, involved the State 

sufficiently to constitute the polic'y ·"Stat" ~action" under 

42 U.S.C. § 1983. In the instant case nothing in the 

stipulations supp!.1L Ls any ~c.uu.!1..iv~, - a"" wost a suge,esti' on_JLaLc: 

Although plaintiff argues that defendant's Board of Directors 

based its dismissal of plaintiff on State accrcdidation require

ments, such position is supported noi.hcre in the record~ 

Indeed, the St.a.te Department of Health did not even list 

plaintiff's handicap as a deficiency. 

Finally, plaintiff alleges a claim under Section 794 

of the Federal Rehabilitation Act of 1973, 29 U.S,C. § 701, 

et ~- Unlike Title VII of the Civil Rights Act, ·42 U.S.C. 

§ 2000e-5, et ~• or the Age ,Discrimination in Employ-

ment Act ·of 1967, 29 U.S. C. §§ 621-634, the Federal Rehabilita

tion .{lc't provides no specific g'l'.ant of a priva.te c;:ause of action. 
I 

There is no clear legislative history of Section 794 indica'ting 

a Congressional intent to provide a handicapped employee with 

a private right of action against his private employer. Furtner

morc, as Sr,ction 791, only pr.rt.:iins to "any prozra:n or activity 

receiving Federal financial assistance," jurisdiction cannot 

be invoked by plaintiff as· defendant• s nursing home has no.t· 

received such assistance. Tne federal funds received by the 

nursing home are not "federal assistance" but rather payment 

for s;;arvict:s rr!tccrcd. Fedcral jud;:;,,s rc·ceive federal salary 

chE:cks each rnc•nLh l1u:: it is not su;.1;·,•J.:>•:-c1 tl-:;.;t: rhis is "assistanct•. 

It is presu3ed that they are being paid an approximation, 

at least:, of what they should be compensated for judging. Even 

if Section 794 creates a private right, which is not decided 
I 

here, no such right could reasonably be contended for in the 

absence of a s}10:vin3 that said nu:-sing hone is a "proeram or 

activity ri::c.eiv-ing federa1 financi?.1 assist~nC"c.• _ 11 

An appropriate order sh~ll iss~~-

~P~...i£1//~~~_;z
'tinited States District Judge 

Date:}b at?f_·/9'J2 

https://priva.te
https://supp!.1L
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TRAGESER v. LIBBIE REHAB. CENTER, INC. 
Clt~as 590 F.ld 87 (1878) 

No,·eJla H. TRAGESER, Appellant, 

LIBBIE REHABILITATION CENTER, 
INC., t/a Libbie Com·alescent 

Horne, Appellee. 

No. 77-2224. 

United States Court of Appeals, 
Fourth Circuit. 

Argued June 7; 1978. 

Decided Dec. 18, 1978. 

A registered nurse, handicapped by re
tinitis pigmentosa, sought reinstatement af
ter she was terminated from her employ
ment by a nursing home because of deterlo
ration in her eyesight. The United States 
Distrlct Court for the Eastern Distrlct of 
Virginia, 462 F.Supp. 424, at Richmond, D. 
Dortch Warriner, J., dismissed the com
plaint, and the nurse appealed. The Court 
of Appeals, Butzner, Circuit Judge, held 
that the Comprehensive Rehabilitation 
Services Amendments of 1978 foreclosed 
the nurse's claim under the Rehabilitation 
Act of 1973 and that lack of governmental 
actfon precluded recovery under federal civ
il rights statutes. 

Affirmed. 

l. United States c=S2(1) 
Registered nurse, handicapped by pro

gressive retinitis pigmentosa, could not 
maintain private action under Rehabilita
tion Act of 1973 to redress employment 
discrimination in' view of her inability to 
show that primary objective_ of federal fi
nancial assistance to nursing home, her for
mer employer, was to provide employment. 
Rehabilitation Act of 1973, §§ 2 et seq., 500 
et seq., 501, 504, 505(a){l, 2) as amended 
29 U.S.C.A. §§ 701 et seq., 790 et seq., 791, 
794, 794a(a){l, 2); Civil Rights Act of 1964, 
§§ 601 et seq., 604, 701 et seq., 42 U.S.C.A. 
§§ 2000d et seq., 2000d...:3, 2000e et seq.; 
U.S.C.A.Const. Amends. 5, 14. 

2. Civil Rights c::=, 13.5(3) 
State action such as to permit nursing 

home to be held accountable under federal 
civil rlghts statute for employment discrim
ination was _not shown by fact that nursing 
home received medicare and Veterans Ad-
ministration benefits or by virtue of action 
of state inspector who, noting that regis
tered nurse's eyesight had deterlorated, 
asked what nursing home intended to do 
about it. 42 U.S.C.A. § 1983. 

G. Timothy Oksman, Richmond, Va. (Far
ino & Oksman, Richmond, Va., on brief), for 
appellant. 

Lewis T. Booker, Richmond, Va. (Charles 
S. Mccandlish, Hunton & Williams, Rich
mond, Va., on brlef), for appellee. 

United States of America (Drew S. Days, 
III, Asst. Atty. Gen., Walter W. Barnett 
and Judith E. Wolf, attys., Dept. of Justice, 
Washington, D. C., on brlef), and National 
Federation of the Blind (John F. Rick, Rich
mond, Va., on brief), amici curlae in support 
of appellant. ' 

Before BUTZNER and HALL, Circuit 
Judges, and ROBERT F. CHAPMAN, Dis
trict Judge for the Distrlct of South Caroli
na, sitting by designation. 

BUTZNER, Circuit Judge: 

Novella H. Trageser appeals the district 
court's dismissal of her complaint alleging 
that the termination of her employment at 
Libbie Rehabilitation Center constituted 
handicap discrimination in violation of § 504 
of the Rehabilitation Act of 1973, the fifth 
and fourteenth amendments to the Consti
tution, and 42 U.S.C. § 1983. We affirm 
because § 120(a) of the Comprehensive Re
habilitation Services Amendments of 1978 
forecloses her claim under the Rehabilita
tion Act of 1973, and lack of governmental 
action precludes recovery on the other 
grounds. 

I 
Libbie, a private corporation, operates a 

nursing home for profit in Richmond, Vir-
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gima. It receives substantial income from 
the st.ate and federal governments in the 
form of Medicare, Medicaid, Veterans Ad
ministration, and welfare payments. The 
purpose of these payments is to compensate 
for treatment of specified patients who are 
entitled to the benefits. The home is sub
ject to inspection by the Virginia Depart
ment of Health. 

Trageser, a rekistered nurse, was hired in 
1971 and promoted to director of nurses in 
1975. Her sight is impaired by a condition 
known as retinitis pigmentosa, which is he
reditary and progressive. 

On April 28, 1976, the certification officer 
from the Virginia Department of Health 
conducted a regular inspection of the nurs
ing home. The inspector told the adminis
trator of the home that Trageser's eyesight 
had deteriorated since the last inspection 
and asked what the home intended to do 
about it. The administrator relayed these 
comments to the board of directors. At its 
meeting on June 7, 1976, the board resolved 
to dismiss her. Upon learning of this deci
sion, Trageser resigned. 

Trageser then brought this action seeking 
reinstatement, back pay, and an injunction 
against payment of federal financial assist
ance to the home unless sl,e was reinstated. 
The district court treated the termination 
of her employment as tantamount to dis
charge, but it granted Libbie's motion to 
dismias the complaint for failure to state a 
claim upon which relief could be granted. 
See Trageser 1·. Libbie Rehabi1itation Cen
ter, 16 E.P.D. i 8117, 17 F.E.P. Cases 898 
(E.D.Va.1977). 

II 
[1] Trageser bases her claim on § 5~ of 

the Rehabilitation Act of 1973 1 which pro
vides as fo11ows: 

l. 29 U.S.C.A. § 7!H (1975). 

2. Act of November 6. 1978. Pub.L. No. 95--602. 
§ 120(a). H.R.Conf.Rep. No. 95-1780 on H.R. 
12467. 95th Cong., 2d Sess. 29 (1978), 124 
Cong.Rec. Hl2675 (daily ed., Oct. 12, 1978) (to 
be codified as 29 U.S.C. § 794a(a)(2)). 

No otherwise qualified handir.apped indi
vidual in the United States 
sha11, solely by reasc;m of his handicap, be 
excluded from the participation in, be 
denied the benefits of, or be subjected to 
discrimination under any program or ac
tivity receiving Federal financial assist
ance. 

In § 120(a) of the Comprehensive Reha
bilita\ion Services Amendments of 197B, 
Congress added, among other provisions, 
§ 505(aX2) 2 which states: 

The remedies, procedures, and rights set 
forth in title VI of the Civil Rights Act of 
1964 shall be available to any person ag
grieved by any act or failure to act by 
any recipient of Federal. assistance or 
Federal provider of such assistance under 
§ 504 of this Act. 

Title VI contains the prototype of § 504 
of the Rehabilitation Act. See Lloyd v. 
Regional Transportation Authority, 548 
F.2d 1277, 1280 and n.9 (7th Cir. 1977). 
Section 601 of Title VI 3 provides as follows: 

No person in the United States shall, 
on the ground of race, color, or national 
origin, be excluded from participation in, 
be denied the benefits of, or be subjected 
to discrimination under any program or 
activity receiving Federal financial assist
ance. 

The broad prohibition of § 601 is, however, 
qualified by § 604,4 which creates the fol
lowing limitation: 

Nothing contained in this subchapter 
shall be construed to authorize action un
der this subchapter· by any department or 
agency with respect to any employment 
practice of any employer, employment 
agency, or labor organization except 
where a primary objective of the Federal 
financial assist.ance is to pro\'ide employ
ment.' 

4. 42 u.s.c. § 2000d-3. 

5. The § 60,; restriction on enforcement of fair 
employment pracuces is tempered In appropri• 
ate cases by &\'ailability of the remedies of Tille 
Vll of the Chi! Rights Act of 1964. 42 U.S.C. 
§ 2000e, et sr,q., and of 42 U.S.C. § 1983. 

3. 42 U.S.C. § 2000d. 
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Although § 604 expressly- curtails the au
thority of federal departments and agen
cies, it also restricts_ private suits. Thus, 
because of § 604, Title VI does not provide 
a judicial remedy for employment discrimi
nation by Institutions receiving federal 
funds unless (1) providing employment is a 
primary objective of the federal aid,' or (2) 
discrimination in employment necessarily 
causes discrimination against the primary 
beneficiaries of the federal aid.7 

Title VII of the Civil Rights Act of 1964 1 

provides the primary statutory remedies for 
racial and ethnic discrimination in employ
ment. Recognizing this, Congress supple
mented the Rehabilitation Act by including 
in § 120(a) of the 1978 amendments a new 
subsection 505(aXl)' which makes the per
tinent remedies, procedures, and rights of 
Title VII available to federal employees 
who complain•of handicap discrimination in 
employment in violation of § 501 of the 
Rehabilitation Act.10 Congress also could 
have utilized Title VII to define the rights 
and remedies of a person in Trageser's posi
tion who must rely on § 504. Instead, for 
employees of private institutions receiving 
federal financial aid, § 120(a) of the 1978 
amendments makes available only the rem
edies, procedures, and rights of Title VI, 
which, as we have noted ~bove, contains the 
restriction of § 604. The distinction that 
§ 120(a) draws between the relief available 
to federal employees and that available to 
employees of pril'ate ihstitutions receiving 
federal assistance could not have been inad-

6. See, e. g., Quiroz i•. Ciry of Sanra Ana, 17 
E.P.D. ""8631 at p. 7221 (C.D.Calif.1978); Felic• 
iano v. Romney, <!63 F.Supp. 656, 672 (S.D.N.Y. 
1973). 

5 

7. See Caufield v. Board of Educarion, 583 F.2d 
605 (2d Cir. 1978); Unired Stares v. Jefferson 
Counr_,. Board of Education, 372 F.2d 836, 883 
(5th Cir. 1966). 

8, 42 U.S.C. § 2000e, er seq. 

9. Section 505(a)(l) (to be codified as 29 U.S.C. 
~ 794a(a)(l)) pro,·ides in peninent pan: 

The remedies, procedures, and. rights set 
fonh fn section 717 of the CM! Rights Act of 
1964 . . . including the application of 
sections 706(f) through 706(k) 

vertent. We therefore conclude that we 
tnust apply the limitation contained in § 604 
of Title VI to § 504 of the Rehabilitation 
Act in literal compliance with § 120(a) of 
the 1978 amendments.11 

We cannot accept Trageser's contention 
that the 1978 amendments are inapplicable 
to her 1976 dismissal. We must decide this 
case in accordance with the Jaw as it exists 
at the time we render our decision " 'unless 
doing so would result in manifest injustice 
or there is statutory direction or legislative 
history to the contrary.'" Cort v. Ash, 422 
U.S. 66, 76-77, 95 S.Ct. 2080, 2087, 45 
L.Ed.2d 26 (1975). In the absence of legis
lative history to the contrary, the explicit 
incorporation of § 604 of Title VI simply 
confirms a plausible reading of § 504 as 
originally enacted. See, e. g., Guy, The 
Developing Law on Equal Employment Op
portunity for the Handicapped: An Over
view and Analysis of the Major Issues, 7 
U.Balt.L.Rev. 183, 207 (1978).· We there
fore find no manifest injustice in applying 
the amendments to illuminate this case 
which was pending when they were enact
ed. 

A private action under § 504 to redress 
employment discrimination therefore may 
not be maintained unless a primary objec
tive or the federal financial assistance is to 
provide employment. There has been no 
such allegation in this case; nor could there 
be one. Viewing the complaint in the light 
most favorable to Trageser, in compliance 
with Federal Rule of Civil Procedure 

shall be available, with respect to any com
plaint under section 501 of this Act, to any 
employee or applicant for employment •II· 
grieved by th" final disposition of such com• 
plaint, or by the failure to take final acllon on 
such complainL 

10. 29 u.s.c. § 791. 

11. The Secret.ar)' of Health, Education, and 
Welfare has promulgated regulations to imp!"" 
menl § 504. of the Rehabilitation Act of 1973. 
See 45 C.F.R. Pan 84 (1977). He has nol, 
however, had an opponunlty to conform those 
regulations to the 1978 amendments incorpo
rating § 604 of Title Vl. 

https://Secret.ar
https://amendments.11
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12(bX6), we nevertheless hold that she can
not prevail on her § 504 claim.u 

IIL 

[2] Trageser also based her complaint 
on 42 U.S.C. § 1983, the fourteenth amend
ment, and the equal protection component 
of the due process clause in the fifth 
amendment. We conclude, however, that 
the district court correctly granted Libbie's 
motion to dismiss these claims. 

Section 1983 requires Trageser to show 
that Libbie acted under color of either a 
state law or regulation or a state-enforced 
custom. Adickes v. S. H. Kress & Co., 398 
U.S. 144, 148, 161-69, 90 S.Ct. 1598, 26 
L.Ed.2d 142 (1970). To establish a denial of 
equal protection of thl laws in violation of 
the fifth and fourteenth amendments, Tra
geser is required to do more than merely 
allege governmental regulation of the nurs
ing home. She must demonstrate that Lib
bie's ostensibly private conduct was in reali
ty an act of either the state or federal 
government. There must ·exist "a suffi
·ciently close nexus between the State and 
the challenged action of the regulated enti
ty so that the act:ion of the latter may be 
fairly treated as that of the State itself." 
Jackson v. Metropolitan Edison Co., 419 
U.S. 345, 351, 95 S.Ct. 449, 453, 42 L.Ed.2d 
477 (1974). To satisfy this requirement, 
Trageser relies on (1) Libbie's receipt of 
public funds and (2) the state inspector's 
role in Libbie's decision to dismiss her. 

Libbie did not participate in the Hill-Bur
ton construction program which "subjects 
hospitals to an elaborate and intricate pat
tern of governmental regulations, both 
slate and federal." See Simkins v. Moses 
H. Cone Memorial Hospital, 323 F.2d 959, 
964 (4th Cir. 1963). Consequently, our deci-

12. Trageser"s reliance on Da,is , •. Southeasrern 
Community Co!lege, 574 F.2d 1158, 1159 (4th 
Cir. 1978), is misplaced. That was not an em
ployment discrimination case. She also relies 
on several § 504 employment discrimination 
cases, decided prior to the 1978 amendments. 
See, e. g.. Drennon ,.. Philadelphia General 

sion in Simkins which detected state action 
in the operation of participating hospitals 
does not control here. Moreover, we ha\·e 
previously held ihat the receipt of Medicaid 
funds does not convert private medical care 
to state action. 'Walker v. Pierce, 560 F.2d 
609 (4th Cir. 1977). For similar reasons, we 
decline to ascribe state action to Libbie's 
receipt of Medicare and Veterans Adminis
tration benefits. 

To show state action, Trageser also relies 
on the query of the state inspector who, 
noting that her eyesight had deteriorated; 
asked what Libbie intended to do about it. 
The inspector did not include this observa
tion about Trageser among the deficiencies 
found at the home, and Trageser does not 
allege that the state would or could impose 
any sanctions on Libbie if it continued to 
employ her. Libbie's subsequent decision to 
dismiss her, therefore, cannot be considered 
an action of the state itself. See Jackson v. 
Metropolitan Edison Co., 419 U.S. 345, 851, 
95 S.Ct. 449, 42 L.Ed.2d 477 (1974). 

Consequently, neither Libbie's receipt of 
patients' benefits nor Virginia's regulation 
of the home constitutes state action suffi
cient to sustain the § 1983 and constitution
al claims. 

The judgment of the district court is af
firmed. 

w._____~ 

0 tl[T~UIIB[RSTSl!II 

Hospital, -428 F.Supp. 809, 814-16 (E.D.Pa. 
1977); Gurmankin , •. Costanzo, 411 F.Supp. 
982, 989 (E.D.Pa.1976), aff"d on orher gro'.JildS, 
556 F.2d 18-4 (3d Cir. 1977) (dicta). These 
cases, howc-,·er. did not addn,ss the application 
or § 604 of Title VJ. 
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NATIONAL HEALTH LAW PROGRAM (NHeLP) 

MAIN OFFJCE BRANCH OFFJCE 
2401 MAJN STREET 

SANJ'A MONJ~~ 90CQS 14124 16th STREET. N.W. 

TELEPHo~..can=::> WASHINGTON, D.C. 20036 

SYLVIA DREW 1VIB TELEPHONE: (20:2) ln-7061 

E:ucull..,, Dlrtttor 
DAVID P. CHAVXIN 

LINDA D. FRASEll Mwt4tlnt .A.llonu,-
AdmltdslriUor 

24 March 1980 

Chairperson Charles Rangel 
Subcommittee on Health 
Committee on Ways and Means 
House of Representatives 
1102 Longworth House Office Bldg. 
Washington, DC 20515 

The Hon. Charles Rangel: 

What follows are a few of the documented instances which have 
come to our attention ir. which poor minority persons have suffered 
racism in seeking access to health care. These are the examples 
I promised.you at your February 29 hearing in Washington on 
financially troubled hospitals: 

1. ARIZONA - HISPANICS" AND BLACKS 

A. On February 25, 1977, Raoul Garcia was riding home from school with 
two friends. The truck in which he was a passenger was struck by 
a train when crossing the railroad tracks. One passenger was 
instantly killed. The driver, Frank Calzada, an 18-year old fair
skinne·a Mexican American, and Raoul Garcia, a 17-year old dark
skinned Mexican American, were taken by Associated Ambulance Service 
to Boswell Memorial Hospital at 5:45 p.m. 

Raoul Garcia had a massive head injury. The ambulance paramedic 
administered the following on route to the hospital: established 
airway, oxygen, splinted broken bones, spinal board, EKG strip, 
vital signs, and -established I.V. Both Frank and Raoul were uncon
scious when they arrived at Boswell Hospital. 

Boswell Hospital called Raoul's home and spoke to his 20-year old 
sister, Maria, regarding the method of payment. A Boswell repre
sentative asked for Raoul's parents to sign some .papers, but his 
parents were not home. 

THE NATIONAL HEALTii LAW PROGRAM is FUNDED BYTiiE LEGAL SERVICES CORPORATION 
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Frank Calzada was admitted as an in-patient to Boswell Hospital. 
Apparently, his family had medical insurance. At 6:36 p.m., Raoul 
Garcia was transported by Associated Ambulance Service to Maricopa 
County General Hospital in Phoenix. He was admitted through the 
emergency room by Doctor David Buchanen. Raoul was unconscious 
for approximately two and one half weeks. He remained in the 
hospital for approximately six weeks. 

Raoul underwent rehabilitative therapy at another hospital for 
another six weeks, and has made an excellent recovery. 

Raoul lives with his family at 11714 Soledad Street, P.O. Box 
340, El Mirage, Arizona 85335. He may be contacted through his 
attorney, Michael Piccarreta, Esq., 3440 North 16th Street, #8, 
Phoenix, Arizona 95016, telephone number (602) 248-8200. 

B. On June 2, 1977, and approximately seven times previously, Mr. Inis 
Hernandez sought medical care through the Boswell Hospital Emergency 
Room. 

Mr: Hernandez presented his insurance identification care. He was 
informed that the hospital would not accept this insurance, and 
that he would have to pay for his own care. These unpaid emer
gency room bills are currently the subject of litigation. 

Mr. Hernandez is being represented by Legal Services for Farmworkers, 
Community Legal Services, 12221 Grand Avenue, P.O. Box 999, El 
Mirage, Arizona 85335, telephone number (602) 974-5848, by Angel 
Saenz -N. Mr. Hernandez lives at 15607 Sunny Lane, Surprise, 
Arizona 85345. 

C. On March 7, 1977, eight-year old Diane Ramirez was bitten and mauled 
by a German Shepherd dog. She was _taken by her mother to the emer
gency room at Boswell Hospital. Approximately 15 minutes later, 
her father, Ramiro Ramirez, arrived at the hospital and spoke to 
the cashier. He presented his medical insurance cared, and was told 
by the clerk that only Blue Cross or Blue Shield Medical Insurance 
was accepted.by the hospital. The clerk then required cash payment, 
which Mr. RAmirez was unable to make. Finally, .Mr. Ramirez persuaded 
her to take down the information on his medical insurance card. 
Subsequently, I-Ir. Ramirez received a bill for this emergency room 
visit. 

https://accepted.by
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Diane was seen by Doctor Bolle· (phonetic), who gave her stitches 
in.her arm and leg. He did not remove her dress or slip, and 
did not see the bleeding wounds on her back. After returning 
home, Mr. Ramirez noticed that Diane was still bleeding on her 
back and that her slip was bloody. lu-. and Mrs. Ramirez took her 
back to the emergency room at Boswell. They asketl the reception
ist for the name of the doctor who had previously treated Diane, 
and ~he refused to give the information they requested. After 
about half an hour, Mr. Ramirez persuaded the receptionist to have 
Diane seen by a physician. Doctor Bolle said that he had not seen 
these wounds on his' initial examination. He refused to let Mr. 
Ramirez accompany Diane into the treatment room. Diane was crying 
with pain and fear. 

About a week later, Mr. Ramirez took Diane to his family doctor, 
Doctor Rhumba, Thunderbird Medical Center, 5422 West Thunderbird 
Road, in Glendale, Arizona, to have the stiches removed. One of 
Diane's wounds was infected, and the doctor said that it was because 
they had not been cleaned thoroughly when she was seen in the 
emergency room. Diane still gets infections in that wound and has 
deep scarring on her legs. 

The Ramirez family resides at 14006 Third Avenue in El Mirage, 
Arizona 95j35_ 

Walter o. Boswell Memorial Hospital is located at 10401 Thunderbird 
Boulevard, P.O. Box 10, Sun City, Arizona 85351, telephone number 
(602) 977-7211. It is a community hospital, not for profit, which 
has been in operation since November 1970. Medicare monies provide 
85% of its total reimbursement. It was constructed to'provide for 
the acute medical and surgical needs of a predominately geriatric 
clientele. It is located within the walls of Sun City, a white, 
upper middle-class retirement community. The surrounding communities 
of El Mirage, Surprise, and Peoria are predominately low and middle
income Chicano communities. Many of the residents are brown-skinned, 
Spanish-speaking farll\ laborers. 

(Source: Title VI complaint filed with Colin C. Rorrie, Jr., 
Bureau of Health Planning and Resources Development of Health 
Resources Administration, DHEW, on July 24, 1978 by Robyn E. 
Brown, Esq., 'Urban Indian Law Project, 3200 North Seventh St., 
Phoenix, AZ 85012, (602) 279-1622.) 
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D. Steve Neal is a Black.man from-Phoenix, Arizona who suffered spinal 
cord injuries in a car accident in November, 1977, which left him 
a quadriplegic. Mr. Neal was told by his doctors that he could 
regain the full use of his bladder and possibly.more of his fingers 
if he had the right kind of rehabilitation services. He sought 
unsuccessfully those services from Hill-Burton hospitals for over 
a year at the time of this documentation. 

Mr. Neal was told that Good Samaritan, a Hill-Burton hospital, had 
the best rehabilitation services for his problem. When he contacted. 
the hospitat and requested uncompensated care, he was told there 
was no such program. Subsequent inquiries were unanswered by the 
hospital. Mr. Neal did not, as a consequence, get the rehabilita
tion that he needed. 

(Source: Testimony from transcript of hearings on proposed Hill
Burton regulations, HRA, DHEW, 12-5-78, pp. 13-17.) 

E. Mrs. C. is a flexican-American woman who recently separated from her 
husband and is 10 months pregnant. Her immigration status is that 
of lawful permanent resident. Her husband is a U.S. citizen from 
an area north of the city of Yuma. She applied for county medical 
assistance in December of 1979. (Arizona is the only state which 
does not have Medicaid. Medical services for the indigent are by 
statute the legal obligation of the counties.) At that time the 
eligibility worker advised her that by applying for county assistance 
she was becoming a public charge and that one of the terms of her 
immigration was that she would not become a public charge within 
a certain period of time. By applying for aid, the worker told 
her, she was committing fraud and as a result ~ould be deported. 
As of this date she has not been certified for county benefits. 

F. Mr..R is also a lawful permanent resident living in Yuma County. 
He was involved in an automobile accident in which he was at fault. 
Neither driver had auto insurance. Mr. R did not have medical insur
ance of his own or through his employer. He was admitted to the only 
area hospital, a private non-profit hospital with a Hill-Burton 
obligation. Following his emergency treatment, his condition was 
stabilized. ~he financial affairs officers for the hospital con
tacted him and requested to see his papers. When it was determined 
that he was born in Mexico, the U.S. Border Patrol was informed of 
his condition and inability to pay the bill. The Border Patrol 
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came to the hospital and attempted to convince him to be transferred 
to a Mexican facility in Mexicali, Mexico. He agreed to go volun
tarily. The Border Patrol transferred him to the hospital by use 
of a ~ed Cross ambulance. The gentleman was never evaluated for 
eligibility under the county standards, the Hill-Burton regulations, 
or the migrant program. The Border Patrol, although without any 
authority to back up their threats, intimidated this man into 
believing he had to g'o back to Mexic'o for his medical care. He 
needed further surgery, but the.hospital and doctors were refusing 
to give it to him in order to make the transfer to the Mexican 
hospital more attractive. 

(Source: Anne Ronan1 Esq., Community Legal•Services, 164 So. 
Fourth Ave., Yuma, AZ 85364, (602) 782-7511. 

2. TENNESSEE - BLACKS 

A. At 9:00 P.rsi. on July 22, 1977, Ammie Thomas was taken by her mother, 
Mrs. Elizabeth Turner, to the emergency room of St. Joseph's East. 
St. Joseph's East is a non-profit church-affiliated hospital built 
in Memphis in 1974. It is certified to take Medicare patients, 
42 u.s.c. §1395, and has participated in other federally-funded 
programs such as an Emergency Medical Services planning grant. 

Ms. Thomas had been suffer.ing for two days with severe pain in her 
side accompanied by some vaginal bleeding. She was examined by 
house staff who diagnosed the presence of ruptured ectopic pregnancy 
(a pregnancy in which the fetus is lodged in the fallopian tubes, 
a condition causing ~xtreme pain and potentially threatening the 
life of the mother). Ms. Thomas had no private physician but was 
eligible for Medicai~. The h~spital staff informed her that t~e 
hospital did not take Hedica;i._d patients. A lettei:: was typed giving 
the preliminary diagnosis and referring the patient to the City of 
Memphis Hospital, the only entirely publicly-financed facility in 
the city. 

Because the public hospital is overcrowded and understaffed, Mrs. 
Turner declined to take her daughter to that facility. Instead, 
she took her to the Methodist Central Hospital, a large, non-profit
facility, built with llill-Burton funds and certified to take .Medi-· 
care patients. She was seen in the emergency room, told that the 
hospital did not take Medicaid patients, and was referred again to 
the City of Memphis Hospital. 
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Mrs. Turner then took-her daughter to the City of Memphis Hospital 
emergency room. She was informed that they would see her but only 
after they had treated a number of cases that were more serious in 
nature than hers. After 3 hours of waiting in extreme pain, Ms. 
Thomas was taken back to Methodist Central by her mother at l A.M .. 

The staff person with whom they spoke on re-entry to Methodists 
told Ms. Thomas "that she was a stupid girl, that they had told 
her to go to the City Hospital, and why was she back here again?" 
Ms. Thomas explained that she was in severe pain and could not get 
help there. The staff person repeated that the hospital did not 
take Medicaid patients, at least not for "female problems" which is 
what she said Ms. Thomas had. 

At this point, Mrs. Turner called her employer, a woman for whom she 
worked as a domestic servant. The employer spoke with a staff 
person and Ms. Thomas was thereafter admitted at 3 A.M., treated 
and discharged the following day. 

(Source: Title VI·and Hill-Burton Community Services complaint filed 
with Harry P. Cain, Bureau of Health Planning and Resources Develop
ment, DHEW, on October 7, 1977 by Don Donati, Memphis Legal Services, 
46 N. 3rd St., Memphis, TN 38103 (901)526-5132; Sylvia Drew Ivie, 
National Health Law Program, 2401 Main St., Santa Monica, CA 90405, 
(213) 392-4811; Beth Lief, NAACP Legal Defense and Education Fund, 
10 Columbus Circle, Rm. 2030, New York, NY 10019, (212) 586-8397. 

B. Many black people, even those who have Medicaid reimbursement, are 
unable to secure nursing home placements in Tennessee due to racial 
discrimination. For example, Julia Tobes is a 113-year old black 
woman who is a resident of Memphis and currently lives in St. Joseph's 
Hospital. She was admitted to the hospital suffering from rat bites 
and injuries inflicted by a blood-stained two-by-four found in her 
room. In August of 1979 the hospital suggested immediate nursing 
home placement for Ms. Tobes. Shelby County's Department of Human 
Services took no action to so place her, and all other efforts have 
failed as well. Thus, she is forced to continue to reside in an 
inappropriate placement. 

C. Another such example is John Hickman, a 74 year old partially blind black 
man who resides at Greater Community Boarding Home in Memphis. His 
physician has determined that he needs nursing home care, but he has 
been unable to secure such a placement for himself and unable to ob-
tain the assistance of Shelby County's Department of Human Services 
in his efforts. 

(Source: Hickman, et al., v. Fowinkle, et al., W.D. Tenn. Civil No. 
SQ-2014, filed by Don Donati, Memphis Legal Services, 46 N. 3rd St., 
Memphis, TN 38103, (901) 526-5132.) 
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3. CALIFORNIA - HISPANICS 

A. The Welfare Education and Legal Assistance Center (WELAC) is a 
Community Service Funded Agency offering advocacy and training to 
the poor people of Santa Cruz County. Its main office is located 
at 3410 Ocean St., Santa Cruz, California 95060, (408) 427-1322. 

Watsonville Community Hospital is a Hill-Burton hospital offering 
services to the persons in the Watsonville, California area. It has 
received over $1,000,000 in Hill-Burton funds, and has an annual 
compliance obligation of approximately $100,000. 

Frances Caballo, a WELAC advocate, made the following notes from a 
Health Services Planning meeting she attended in the Spring of 1978: 

"Recently I attended a Health Services Family ~lanning
meeting. !1r. Walser, an administrator at Watsonville 
Community Hospital, was the guest speaker. I asked 
him what the hospital was doing to advertise the Hill
Burton Program...he quite proudly stated that they 
were not encouraging advertising of this program... 
His feelings were very clearly expressed: he doesn't 
want his hospital to be providing services to the 
Mexican segment ("illegal" or with MICAs) of the 
population--only to those that "merit our services". 
His overt anti-Mexican prejudice was proudly displayed." 

Watsonville Community Hospital requires proof of legal residency 
as a condition of admission of Brown and Spanish speaking people. 
Persons unable to produce the proper papers are routinely denied 
services. 

Frances Caballo reports as follows about a spring time admission 
for a client named "Jovita": 

"I recently had a case in which the woman involved 
was 28, Mexican, pregnant and without a MICA (papers 
had been filed with INS and she was awaiting her "cita") 
She was discontinued by her Ob-Gyn because she couldn't 
afford the fees ....When I requested a Hill-Burton appli
cation a few days before Jovita delivered, a supervisor 
was immediately sent out to speak to me. Seeing that her 
surname was Spanish, her first question was, "Is she 
illegal?" 
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Another example of di~crimination according to national origin 
occurred on October 29, 1978. On that date the Watsonville Commun
ity Hospital turned away a 15 year old Latina girl, Guadalupe 
Quintana, because she was "illegal". In the words of the girl: 

"They would not take care of me. The woman 
in the white dress told me that I couldn't 
get help because I was illegal and that the 
immigration department would come and get me if 
they served me." 

Fortunately for this girl, she and her mother immediately contacted 
Juana Magellan, an outreach worker at a Community Service Agency 
in Watsonville (La Coalician). This worker was able to arrange 
admission into the hospital. The girl's appendix was removed the 
same day. 

(Source: Hill-Burton complaint filed with the State of California, 
pursuant to 22 Ca£. Adrnin. Code §91157, on December 21, 1978, by 
Jonathan Mccurdy, Esq., WELAC.) 

B. On March 4, 1979, Octavio Verduzco was taken to Queen of Angels 
Hospital in Los Angeles for treatment of stab wounds suffered in 
an attack. He arrived. at the emergency ward at about 7:00 p.m. and 
was at that point conscious and talking. Upon arrival there were no 
doctors to treat him, only nurses, and a doctor didn't arrive until 
about 8:30. During this time Octavio began yelling for his wife 
Maria, but she was not allowed to go to him. 

Upon arriving the doctor asked Maria if he had insurance or Medi
cal, which he did not. The doctor, instead of treating Octavio, 
began to ask his wife if he was in the country legally and if he 
had papers to prove he was "legal". The doctor continued to· inter
rogate Maria a total of three times as to why they didn't speak 
English "well", what nationality they were, how long they were in 
the country, etc. Not only did Maria have to endure this, but even 
worse, Octavio was left unattended. 

By 9:45 p.m., close to three hours after arriving and still inade
quately treated, Octavio Verduzco died. He was a U.S. citizen. 

(Source: Women Hold Up Half the Sky, a grass root's newsletter, 
November 1979, vol. 1, no. l, Los Angeles, California, available 
from Dorothy Lang, National Health Law Program, 2401 Main St., 
Santa Monica, CA 90405, (213) 392-4811.) 
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4. TEXAS - HISPANICS AND BLACKS 

A. Juanita E. Valdez, a 29 year-old Mexican-American woman, and her 
baby died of a ruptured uterus on March 8, 1979. They had been 
turned away from two hospitals, Aransas Hospital and Lyman Roberts 
Hospital, while attempting to seek care the the eight months preg
nant woman in Aransas Pass, .TX. Ruben Bonilla, attorney for the 
League of United Latin-American Citizens in San Antonio, requested 
an investigation by the Texas Attorney-General's office. 

(Source: Dallas Times Herald, Saturday, March 10, 1979 1 p. 1). 

B. IsidroAguinagas, eleven months old, died on December 8, 1978 after 
being deined admission to Plains Memorial Hospital in Dimmitt, 
Texas, a Hill-Burton hospital. Mr. and Mrs. Aguinaga took Isidro 
to Dr. Murphy, a Dimmitt physician who was then acting Chief of 
Staff at the hospital. 

Dr. Murphy examined the baby and informed the Aguinagas that their 
child was very seriously ill and should be admitted at once to the 
Hospital for treatment. He sent them directly to the Plains Memorial 
Hospital, and telephoned ahead to notify the Hospital of the situa
tion and give his instructions. 

When the ~guinagas arrived they were informed by the receptionist 
that a $450.00 deposit would have to be paid before the child could 
be admitted. 

The Aguinagas' made clear to both the receptionist and to the admin
istrator, Jack Newsom, that Dr. Murphy had sent them, that the baby 
required emergency care, that they were indigent, and that they did 
not have the money to.pay the requested prior deposit. 

Despite the Aguinagas' explanation of the situation, and their urgent 
offers to either pay the bill in installments, or to borrow the money 
from friends and relatives, the administrator refused to admit their 
son unless a -sizeable prior deposit was made. 

Because of this refusal to admit their child, the Aguinagas left the 
hospital to seek, uncessessfully, other sources of medical assistance. 
As a direct result of this refusal to provide medical care and treat
ment, the baby endured great pain and suffering, and died late that 
afternoon. 
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C. In the winter of 1977, Ollie Mae Baker, a black woman, went to the 
emergency room of Plains Memorial Hospital. She was suffering from 
Kidney problems. She was informed that in order to be seen on an 
outpatient basis she would have to deposit $40.00, an amount she 
could ill afford out of her fixed income. She offered her Medicaid 
card but this was not accepted. She then paid the $40.00 and was 
admitted. 

D. On January 4, 1977, the Navarros' eleven.year old son Oscar, suffered 
an appendicitus attack. The family took the boy to Dr. Lee, a local 
physician on the staff of Plains Memorial Hospital. Dr. Lee referred 
the child to the hospital for immediate treatment. 

At Plains Memorial, the boy was refused admission, pending payment 
of a $700.00 deposit, a sum of money that the Navarros did not have, 
as they explained. The requirement was not waived, so the family 
immediately began arranging a loan at a nearby bank. Although the 
arrangements were quickly made and the deposit paid, the child's 
appendix ruptured during the period of delay, almost causing his 
death. 

(Source: Aguinagas, et al., v. Castro County Hospital District, et al., 
Civil Action No. CA 279205, N.D. Texas 12-10-79, filed by Jennifer 
K. Harbury, Esq., Texas Rural Legal Aid, P.O. Box 2223, Hereford, 
Texas 79045, (806) 364-3961.} 

5. SOUTH DAKOTA AND NEBRASKA - NATIVE AMERICANS 

An Indian woman who began hemorrhaging approximately six months into 
a pregnancy went to her local Indian Health Services Hospital in 
South Dakota. She was told that her problem was too complicated 
for the IHS Hosp_ital to handle and was referred to another hospital 
nearby, which refused to accept her. She then began an approximately 
250 mile journey in search of a hospital that would accept her. After 
a number of rejections in both South Dakota and Nebraska, a hospital 
in the latter state accepted her. She lost her baby and her uterus 
and narrowly escaped los~ng her life. 

Source: Ron Blevins, M.D., forensic pathologist, Denver General 
Hospital, Denver, Colorado.} 
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In sum, what our clients are experiencing all over the country 
are denials of hospital access, usually in extreme emergency 
situations, because of their race, ethnicity and low income 
status. In most instances the hospitals turning our clients 
away were private facilities. Where a public hospital existed 
some alternative was available. Where no public facility was 
available, frequently serious injury or death was the consequence. 
(See Texas, Aguinagas complaint above). 

These incidents also reflect disparate treatment on the basis of 
race or ethnicity where admission has been secured. (See e.g., 
Arizona - Diane Ramirez, above). 

Finally these i~cidents reflect total ignorance or disregard for 
local and federal requirements that residents be treated regard
less of citizenship status, in areas°wrth large Spanish speaking 
~opulations (See California, WELAC and Verduzco complaints above). 

The above examples are only a few instances from a handful of 
states documenting racial discrimination in the provision of 
health care. I hope that this information will help to delineate 
the critical need for publicly-provided, non-discriminatory health 
care for this nation's indigent minorities. 

Very truly yours, 

~!~~ 
Staff Attorn!;g 0 
DTL:jc 
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Exhibit 17 

Percent Distribution For Underrepresented Minorities and For 
Women Among First Year Enrollees in U.S. Medical Schools: 

Academic Years 1972 to Present 

Academic Year 

1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 

Total Underrepresented 
Minorities 

8.6 
9.2 

10.7 
10.2 
10.2 
10.9 
10.7 
11.6 

Total Women 

16.8 
19.7 
22.2 
23.8 
24.7 
25.6 
25.2 
27.8 
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Percent Distribution for underrepresented minorities and for 
women among first year enrollees in U.S. medical schools: 
Academic Years 1972-Present 
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The total number of Black college freshmen has shown interrupt
ed growth since 1968. The number of these freshmen wanting to 
become Doctors initially showed a proportionate increase, but has 
begun to decrease. 

From 1968-69 to 1972-73, the proportion of Black students who did 
not follow their Freshman inclination to apply to medical school in
creased. Since that time, this negative trend has been blunted. 

Although interest was apparently generated to influence increas
ing numbers of these freshmen to desire careers as Doctors, some 
factors are still influencing significant numbers not to follow 
through in applying to medical school four years later. 



Table 13 
Total Number of Blacks Entering Undergraduate College from 1968 Through 1976, the Estimated Number 
Interested in Medicine, and the Number Applying to Medical School Four Years Later 

No. Black Applicants to Medical 
School Four Years Later 

Estimated No. of 
Academic No. Black Freshmen Interested 

Percent of All 
Blacks Interested Medical School No. Blacks 

Year Freshmen in Medicine In Medicine* First-Year Class Applying 
(1) (2) (3) (4) (5) (6) 

1968-69 85,430 3.7 3,161 1972-73 2,168 
0 
co 

1969-70 98,270 3.4 3,341 1973-74 2,227 01 
1970-71 147,176 3.9 5,740 1974-75 2,423 
1971-72 102,952 4.4 4,530 1975-76 2,288 
1972-73 135,504 5.5 7,453 1976-77 2,523 
1973-74 128,619 5.9 7,588 1977-78 2,487 
1974-75 123,812 5.3 6,562 1978-79 2,564 
1975-76 158,445 5.1 8,081 1979-80 2,599 
1976-77 149,678 4.8 7,185 

SOURCES: Data on undergraduate college freshmen were derived from percentages appearing in the American Council on 
Education's annual issues of The American Freshman: National Norms. The numbers of black applicants to medical school 
were taken from Medical School Applicants: Supplementary Tables, published annually since 1972-73 as part of the AAMC's 
DSS Report series. 

•Assumes that for the total number of black freshmen given in column 2, the percentage interested in medicine is the same as 
that for all freshmen given in column 3. 
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Figure 3 Total Number of Blacks Entering Undergraduate College 
from 1968 Through 1976, the Estimated Number interested in 
Medicine, and the Number Applying to Medical School 
Four Years Later 

Thousands 
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Freshmen Class (Undergraduate College) 



Table Distribution of Medical School Applicants, by Minority Group; 1970-79 

ACADEMIC YEAR 1970-1971 1971-1972 1972-1973 1973-1974 1974-1975 

MINORITY GROUP N % N % N % N % N % 

A. Total Applicants 24,987 100.0 29,172 100.0 36,135 100.0 40,506 100.0 42,624 100.0 
B. Non-Minority N.A. N.A. N.A. N.A. N.A. N.A. 37,457 92.5 39,518 92.7 
C. Combined Minority N.A. N.A. N.A. N.A. N.A. N.A. 3,049 7.5 3,106 7.3 
p. Black 1,250 5.0 1,552 5.3 2,382 6.6 2,227 5,5 2,368 5.6 
E. Mexican American N.A. N.A. N.A. N.A. N.A. 1\1.A. 349 0.9 437 1.0 
F. American Indian N.A. N.A. N.A. N.A. N.A. N.A. 240 0.6 131 0.3 
G. Puerto Rican-Mainland N.A. N.A. N.A. N.A. N.A. N.A. 233 0.6 170 0.4 

.... 

ACADEMIC YEAR 1975-1976 1976-1977 1977-1978 .1978-1979 1979-1980 co 
0 
-:i 

MINORITY GROUP N % N % N % N % N % 
A. Total Applicants 42,303 100.0 42,155 100.0 45,569 100.0 36,617 100.0 36,137 100.0 
B. Non-Minority 39,254 92.8 38,832 92.1 42,270 92.7 33,296 90.9 32,757 90.6 
C. Combined Minority 3,049 7.2 3,323 7.9 3,299 7.9 3,321 9.1 3,380 9.4 
D. Black 2,888 5.4 2,523 6.0 2,487 5.5 2,564 7.0 2,599 7.2 
E. Mexican American 427 1.0 460 1.1 487 1.1 433 1.2 457 1.3 
F. American Indian 132 0.3 128 0.3 122 .3 133 .4 151 .4 
G. Puerto Rican-Mainland 202 0.5 212 0.5 203 .5 191 .5 173 .5 

Source: AAMC, Division of Student Studies, December 5, 1975, W.F. Dube, "Datagram, U.S. Medical Student Enrollment, 
1970-71 through 1979-80." 
Journal of Medical Education, 50:303-305, 1975: Ibid., 1977. 

Applications (as well as enrollments) have also "stabilized" or leveled off in the mid-to-late 1970's. 



Figure 1 Racial Minority Group Applicants to U.S. Medical Schools, 1969 to 1979 
Number of Applicants 
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'Estimated +Includes Black Americans, American Indians, Mexican Americans, and Mainland Puerto Ricans. 
The number of racial minorities applying to U.S. medical schools increased between the years 1967-1974. Since the mid-
1970's this number has remained fairly constant varying between 3,000 to 3,400. Blacks constitute the largest minority group. 
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While the percent of total medical school applicants who were 
accepted has increased from 35.0% to 47.0% between the 1974-75 
and 1979-80 academic years, the percent of underrepresented 
minority applicants who were subsequently accepted has de
creased from 44.0% to 41.0%. This decrease can be attributed 
primarily to decreases in the percent of Black applicants accepted 
despite an increase in absolute number of applicants. This 
decrease was 11ot apparently offset by increases in the percent of 
Mexican American or Mainland Puerto Rican applicants who were 
accepted. 
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Applications and Acceptees to the 1974 Through 1979 Entering 
Classes by Underrepresented Racial Minority Groups 

ALL APPLICANTS TO MEDICAL SCHOOLS 

Entering 
Year Applicants Acceptees 

Percent 
Accepted 

1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 

42,624 
42,090 
42,155 
40,569 
36,617 
36,137 

15,066 
15,258 
15,774 
15,977 
16,499 
16,880 

35 
36 
37 
39 
45 
47 

All Underrepresented Minorities 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979--80 

3,174 
3,049 
3,323 
3,299 
3,321 
3,380 

1,406 
1,308 
1,313 
1,329 
1,317 
1,389 

44 
43 
40 
40 
40 
41 

Black American 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979--80 

2,423 
2,288 
2,523 
2,487 
2,564 
2,599 

1,049 
945 
966 
966 
938 
981 

43 
41 
38 
39 
37 
38 

American Indian 
1974-75 134 64 48 
1975-76 132 57 43 
1976-77 128 39 30 
1977-78 122 43 35 
1978-79 133 51 38 
1979-80 151 59 39 

Mexican American 
1974-75 
1975-76 

440 
427 

217 
220 

49 
·52 

1976-77 460 223 48 
1977-78 487 227 47 
1978-79 433 237 55 
1979--80 457 258 56 

Mainland Puerto Rican 
1974-75 177 76 43 
1975-76 202 86 43 
1976-77 212 85 40 
1977-78 203 93 46 
1978-79 191 91 48 
1979--80 173 91 53 



First-Year U.S. Medical School: Enrollment by Racial/Ethnic Group 1968-69 Through 1979-80 

Academic Under-Represented 
Year Total Minority Black Indian Mexican Puerto Rican 

No. % No. % No. % No. % No. % 

1968-69 9,863 292 3.0 266 2.7 3 20 0.2 3 
1969-70 10,422 501 4.8 440 4.2 7 0.1 44 0.4 10 0.1 
1970-71 11,348 808 7.1 697 6.1 11 0.1 73 0.6 27 0.2 
1971-72 12,361 1,063 8.6 882 7.1 23 0.2 118 1.0 40 0.3 
1972-73 13,677 1,172 8.6 957 7.0 34 0.2 137 1.0 44 0.3 C0 .....1973-74 14,159 1,301 9.2 1,027 7.2 44 0.3 174 1.2 56 0.4 ..... 
1974-75 14,763 1,473 10.0 1,106 7.5 71 0.5 227 1.5 69 0.5 
1975-76 15,295 1,391 9.1 1,036 6.8 60 0.4 224 1.5 71 0.5 
1976-77 15,613 1,400 9.0 1,040 6.7 43 0.3 245 1.6 72 0.5 
1977-78 16,136 1,450 9.0 1,085 6.7 51 0.3 246 1.5 68 0.4 
1978-79 16,501 1,443 8.7 1,061 6.4 47 0.3 260 1.6 75 0.5 
1979-80 16,930 1,547 9.1 1,108 6.5 63 0.4 290 1.7 86 0.5 

The percent of underrepresented minorities in the first year class of U.S. medical schools reached a peak in the 1974-75 
academic year. This proportion has decreased since that time with the exception of the 1979-80 academic year which showed 
a marginal increase from the previous year (from 8.7% to 9.1%). Similar trends are observed in total minority enrollment in U.S. 
medical schools. 

Source: Med. Sch. Adm. l;leg. 1980-81 
Table 7-8 & 7-C; 

Press Release (1979-80 date) 

*Less than 0.05 percent 



Proportion of Minority Students Entering Medical School for Academic Years 1968-69 Through 1979-80 
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Total U.S. Medical School Enrollment by Racial/Ethnic Group 1968-69 Through 1979-80 

Academic Under-Represented 
Year Total Minority Black Indian Mexican Puerto Rican 

No. % No. % No. % No. % No. % 

1968-69 35,833 854 2.4 783 2.2 9 59 0.2 3 
1969-70 37,690 1,178 3.1 1,042 2.8 18 92 0.2 26 0.1 cc1970-71 40,238 1,723 4.3 1,509 3.8 18 148 0.4 48 0.1 .... 
1971-72 43,650 2,425 5.6 2,055 4.7 42 0.1 252 0.6 76 0.2 co 
1972-73 47,366 3,102 6.5 2,582 5.5 69 0.1 361 0.8 90 0.2 
1973-74 50,751 3,765 7.4 3,049 6.0 97 0.2 496 1.0 123 0.2 
1974-75 53,554 4,324 8.1 ~.355 6.3 159 0.3 638 1.2 172 0.3 
1975-76 55,818 4,524 8.1 3;456 6.2 172 0.3 699 1.3 197 0.4 
1976-77 57,765 4,715 8.2 3,517 6.1 186 0.3 780 1.4 232 0.4 
1977-78 60,039 4,880 8.1 3,587 6.0 201 0.3 831 1.4 261 0.4 
1978-79 62,213 4,898 7.9 3,537 5.7 202 0.3 882 1.4 277 0.4 
1979-80 63,800 5,086 8.0 3,627 5.7 212 0.3 964 1.5 283 0.4 

Source: Med. Sch. Adm. Reg. 1980-81 
Table 7-8 & 7-C; 

Press Release (1979-80 date) 

*Less than 0.05 percent 



Percent Distribution of Underrepresented Minority Students Among Total Medical School Enrollments for 
Academic Years 1968-69 Through 1979-80 
Percent Underrepresented Minority 
10 .. 

I 
8.2 

Total Underrepresented 
Minority 
Blacks 

Academic Year 



Table 4 t 

Three Year Retention by Race of Students Entering U.S. Medical Schools in 1971, 1972 and 1973 

C0 .....Admitted Retained Admitted Retained Admitted Retain·e,d 
Racial Group 1971-72 June 1974 1972-73 June 1975 1.973-74 June 1Q76 C1t 

No. No. Percent No. No. Percent No. No. Percent 

Black Americans 758 649 86 838 729 87 935 817 87 
American Indians 21 21 100 30 27 90 38 34 89 
Mexican Americans 117 110 94 40 134 96 174 153 88 
Mainland Puerto Ricans 33 30 91 37 35 95 51 50 98 

Subtotal 929 810 87 1,045 925 89 1,198 1,054 88 
All Students 10,962 10,500 96 12,045 11,751 98 12,633 12,272 " 97 

Source: Liaison Committee on Medical Education Questionnaire. 

This table illustrates that the retention rate of minority medical students entering U.S. medical schools in 1971, 1972, and 1973 
has remained stable, through significantly lower than the retention rate for all students. However, the rate for Mexican 
Americans has decreased (and is the only group for which a decrease is noted) despite a sizeable increase in the number of 
students admitted. 



U.S. Medical School Graduates by Underrepresented Racial Minority Group, 1968-69 Through 1977-78 

Black American American Indian Mexican American Mainland Puerto Rican 
Percent of Percent of Percent of Percent of Total 

Year No. All Graduates No. All Graduates No. All Graduates No. All Graduates Graduates 

1968-69 142 1.8 NA+ NA 10 0.1 NA NA 8,059 
1969-70 165 2.0 4 NA NA 9 0.1 8,367 
1970-71 180 2.0 NA NA NA NA NA NA 8,974 
1971-72 229 2.4 NA NA NA NA NA NA 9,551 
1972-73 341 3.3 8 0.1 39 0.4 10 0.1 10,391 
1973-74 511 4.5 3 79 0.7 19 0.2 11,613 
1974-75 638 5.0 22 0.2 110 0.9 28 0.2 12,714 
1975-76 743 5.5 27 0.2 130 0.9 29 0.2 13,561 
1976-77 752 5.5 29 0.2 144 1.1 38 0.3 13,607 
1977-78 793 5.5 47 0.3 172 1.2 1761 1.2 14,393 

:;;
(0 

'The only data available include both mainland Puerto Ricans and those from the Island. 
+NA = Information not available. 
- Less than 0.05 percent.
Source: Liaison Committee on Medical Education Questionnaire. 
Underrepresented minorities compris13 approximately 8.0% of U.S. medical school graduates, with Blacks being the largest 
group. 
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Exhibit 18 

CHAPTER I 

Elderly People: The Population 
65 Years and Over a 

Americans are living longer today than ever 
before in history. Mortality rates among the 
elderly have been declining during the past sev
eral years. Even without further reductions in 
mortality, persons currently reaching their 65th 
birthday will, on the average, live 16 more years. 

It would be a mistake to think of the elderly 
as a homogeneous population. As a group they 
are more likely than younger people to suffer 
from multiple, chronic, often permanent con
ditions that may be disabling. Despite that, the 
majority are living active lives and are able to 
remain in their own households. The propor
tion of the population with health problems in
creases with age and a minor health problem 
that might be quickly alleviated at younger ages 
tends to linger, but the range in health status is 
just as great in this group as in any other. 

Aging is a process that continues over the en
tire lifespan at differing rates among different 
people. The rate of aging varies among popu
lations and among individuals in the same popu
lation. It varies even within an individual be
cause different body systems do not age at the 
same rate. 

• Prepared by Mary Grace Kovar, Division of Analysis~ 
National Center for Health Statistics. 

NOTE: Unless otherwise noted, data in this chapter 
are from the ongoing data-collection systems of the Na
tional Center for Health Statistics (NCHS) . This is the 
fint publication of many recent statistics from NCHS; other 
data have been published in the Vital and Health Statistics 
series. Bibliographic citations arc given for all publications 
which do not originate from NCHS. 

There are, therefore, no biological reasons 
for defining the "elderly" in terms of a specified 
calendar age. The reasons for using age 65 to 
mark the beginning of old age are mostly social 
and legislative. Private retirement plans, Social
Security, and many other programs that affect a 
person's way of life take effect at age 65. This 
may change in the future in response to social 
pressures. At present, however, 65 years and over 
is generally accepted for use in programs relat
ing to aging and is used to define the elderly 
population in this chapter. 

Interest in how older people fare has grown 
in recent years, partly because of their rapid 
increase both in absolute numbers and in their· 
proportion of the total population. Also, interest 
in their utilization of health services has 
mounted because of the escalating costs of medi
cal care and the growing proportion of these 
costs paid out of public funds. As a result, aware
ness of their health status, needs for health care, 
and utilization of services has intensified. 

POPULATION 
CHARACTERISTICS 

Planning for the health needs of a large num
ber of older people is a relatively recent concern 
that will remain with us in the foreseeable fu-. 
ture. In 1900 there were only 3.1 million people 
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65 years and over in the United States. By 1940 
the number had tripled to 9.0 million, and in 
the next 25 years it doubled. In 1965, just before 
Medicare was instituted, there were 18.5 million 
people 65 years and over in the United States, 
and by 1975 there were 22.4 million elderly 
people. According to the most recent population 
projections, there will be about 31.8 million el
derly people by the year 2000, and by 2030, as 
the last of the post-World War II baby boom 
population attains age 65, there will be 55.0 mil
lion (Census Bureau, 1977). These projections 
may be underestimates. Since mortality rates 
are currently declining at all ages, the number 
of people surviving into old age could be 
greater. 

Within the age group 65 years and over, the 
proportion of people aged 65-74 is getting 
smaller, while the proportion 75 years and over 
is getting larger. This trend is expected to con
tinue at least until the end of the century. In 
1900 the proportion of the elderly who were 75 
years and over was 29 percent; byJ_970 it was 38 
percent. By the year 2000 it is expected that 
about 45 percent of the population 65 years and 
over will be 75 years and over (Census Bureau, 
1977). The proportion of the elderly who are 
75 years and over is tremendously important in 
evaluating health status and estimating needs for 
health care. The prevalence of chronic diseases 
and impairments and the utilization of medical 
services which increase with age increase more 
rapidly beginning at about age 75. Thus as a 
group the people 75 years and over need more 
medical care and home services if they are to 
continue to lead active lives. 

The sex ratio (i.e., number of men per 100 
women) is very low in the elderly population 
because death rates at every age are higher for 
men. For every 100 women, 105 men are 
born. Among people 65 years and over, however, 
there are only 69 men per 100 women. The 
ratio decreases from 77 men per 100 women at 
ages 65-74 to only 48 men per 100 women at 85 
years and over. 

The sex ratio among the elderly has changed 
radically within the last few decades. In 1960 
the sex ratio for people 65 years and over was 83 
men per 100 women (Census Bureau, 1976a). 
Since then, however, people who were pan of 
the great immigration waves before World War 
I, in which the proportion of men relative to 

women was large, have mostly died. Addition
ally, the increase in life expectancy over the past 
decades has been greater for women than for 
men. The difference between the sexes in life 
expectancy at birth was only 2.0 years in 1900 
but 7.S-years in 1975. 

Many people in this age group rely on long
term institutional care at some point. According 
to the 1970 census, 5 percent of the people 65 
years and over were residents of institutions, and 
by 85 years and over, 19 percent were residing in 
institutions at any given time (Census Bureau, 
1973). The risk of being institutionalized at 
some point is high. 

Still, at any given time the vast majority (95 
percent) of the elderly are nor in institutions. 
Most remain in their homes. In fact, in the past 
decade the proportion of the elderly maintaining 
their own household has increased and the pro
portion classified as living with "other relative" 
(i.e., residing in families of which they are nei
ther the head nor the wife of the head) has de
creased. Of the 21.3 million elderly not in insti
tutions in 1975, some 5.8 million lived alone, 
11.4 million were married and living with a 
spouse, and 4. I million lived with other relatives 
or nonrelatives. The most common marital 
status among elderly men was to be married 
with the wife present (77 percent). The most 
common marital status among women was 
widowhood (51 percent); only 38 percent of 
elderly women were married with the husband 
present. 

Elderly women were far more likely than 
elderly men to be living alone. Thirty-six per
cent of women 65 years and over and 41 percent 
of women 75 years and over were living alone 
in 1975, in contrast to 14 percent of men 65 
years and over and 18 percent of men 75 years 
and over (Census Bureau, 1976a). 

Financial difficulties also may beset elderly 
people. In 1974, men 65 years and over had a 
median income of about $4,500, which was near
ly double the $2,400 median income of women 
the same age. Elderly people living alone or 
with nonrelatives had very low incomes; the 
median was $3,400 for men and S2,900 for wom
en (Census Bureau, 1976b). Thus maintaining 
a household rather than moving in with relatives 
is often financially difficult even with Social 
Security benefits, the major source of cash for 
about 7 out of IO elderly beneficiaries living 

4 
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alone. Maintenance of a household is especially 
difficult for elderly women since they often have 
little income and are more likely than elderly 
men to live alone. 

Finally, older people, like younger ones, are 
likely to be living in metropolitan ,areas·. Two
thirds (68 percent) of the 21.3 million non
institutionalized elderly live in counties classi
fied as metropolitan. Another I I percent live 
in urbanized counties, and 2 I percent live in 
counties which have an urban population of less 
than 20,000 people. The relative distrihution is 
the same for those aged 65-74 and those 75 years 
and over. 

This chapter focuses on three of the demo
graphic characteristics discussed above-age, sex, 
and geographic distribution. Where needed, 
occasional references are made to other char
acteristics, such as income, but the Medicare and 
Medicaid programs along with co,•erage under 
prh-ate health insurance plans hm·e decreased 
the financial harriers to many kinds of medical 
services. For those services, income no longer 
determines utilization. The change in utiliza
tion is documented where data are available . 

.Age and' sex are· biological characteristics as
sociated with an individual's health, need for 
medical care, and utilization of services. Geo
graphic area is associated with patterns of health 
care delivery and the availability of medical re
sources. Thus focusing on these three variables 
may throw some light on how characteristics of 
the individual and of the medical care system 
determine the older population's use of medical 
care. 

TRENDS IN HEALTH 

Mortality 

Mortality rates, the oldest and still most 
widely available measure of health, have de
clined considerably for older people. From 1950 
to 1975 the death rate for people 65 years and 
over declined by 13 percent. Most. of this decline 
has been recent; the rate has decreased by II 
,percent since 1965 (table A). In I965 there 
were 6, I I 8 deaths per I 00,000 people 65 years 
and over; in 1975 there were 5,432. 

The decline in death rates over the 25 years 

has actually been much greater for each JO-year 
age group. From 1950 to 1975 death rates for 
each age group declined by more than 20 per
cent. From 1965 to 1975 rates declined by 16 
percent for people aged 65-74, by IO percent for 
those aged 75-84, and by 25 percent for those 85 
years and over. All of the decline in death rates 
for the oldest group has occurred since 1965. 

Death rates have been consistently higher 
among elderly men than women, and the mor
tality differential is widening. At the turn of the 
century the death rate for m!'n 65 years and 
over was 6 percent higher than that for women 
(Linder and Grove, 1943). By 1950 the death 
rate for elderly men was 27 percent higher than 
that for women. It was 4 I percent higher by 
1965 and ·17 percent higher by 1975. 

Life expectancy at age 65 increased more be
tween 1950 and 1975 than during the first 50 
years of this century. In 1900 people age 65 
could expect to live I 1.9 years longer; in 1950 
they could expect to live 13.8 years longer. Ex
pectation of life at age 65 increased by 0.8 years 
£~om 1950 to 1965 and by an additional 1.4 
years from 1965 to 1975. Thus by 1975 a person 
could look fon~ard to 16.0 more years of life 
after a 65th birthday. 

The gain is not distributed equally; most of 
it is among women. Between 1965 and 1975 
white women age 65 gained 1.8 years and other 
women 2.0 years. White men gained only 0.8 
years and other men I.I. In 1975 white women 
age 65 could expect to survive for another 18.1 
years and other women for I7.5 years, but men, 
regardless of color, for only 13.7 more years. 

Substantial declines in two of the three lead
ing causes of death, heart disease and cerebro
vascular disease, account for most of the decrease 
in mortality of the elderly (table B). The 1975 
death rate for heart disease, the leading cause 
of death, was 84 percent of the rate 25 years be
fore. The death rate for cerebrovascular disease 
was 79 percent of the I 950 rate. The decline in 
the death rate for heart disease alone accounted 
for 55 percent of the overall decline in mortality 
among the elderly from 1950 to 1975 and 61 per
cent of the decline from 1965 to 1975. 

In contrast, the death rate for cancer, the 
second leading cause of death, has increased 
slowly over the years. In l!l75 about 961 in 
every I 00,000 people 65 years and over died 
from cancer. Ten years earlier the rate had been 
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Table A. Death rates for persons 65 years and over by sex, color, and age, and expectation of life at age 65 by sex and color, 
United States, 1950, 1965, and 1975 

(Data are based on the National Vital Registration System) 

Sex. color, and age 
, 

Both sexes 
Total, 65 years and over 

65-74 years 
75-84 years 
85 years and over ----· 

White, 65 years and over 
65-74 years 
75-84 years 
85 years and over ·····-··-

All other, 65 years and over ,._, ........ 
65-74 years ... 
75-84 years 
85 years and over .....- ---······--··-·· 

Male 
Total, 65 years and over 

65-74 years 
75-84 years ......... - .......... 
85 years and over ....... ··- -··· ·-·--···· 

White, 65 years and over 
65-74 ~••rs ........ _ ..- ...- ...·--- __,. 
75-84 years .. ·-·-···-· -· --·· -- .
85 years and over ............ ..... --·-·····-··-· 

All other, 65 years and over _,. 
65-74 years _,._,.___. 
75-84 years ... 
85 years and over ______ 

Female 
Total, 65 years and over 

65-74 years --- -- --- --- ·-·· 
75-84 years ----··--·· ···- ----- .. ·----····-
85 years and over .....- ... ... -···· ·-··-- .. ---·· --

White, 65 years and over .... ........ OHH00000_0_ 

65-74 years_ --··--·-··-· ···--··· --······ 
75-84 years _..... ··------· -· ___ ·-----
85 years and over ....... _____ ·-·-···-·-- --

All other, 65 years and over _ 
65-74 years ~-----·--- -·· ·-···-----
75-84 years ·---
85 years and over -· - ···--·-- -- ---·· 

Total 

White male 
All other male 
White female 
All other female -· 

1950 1965 1975 

Deaths per 100,000 population 
65 years and over 

6,2703 6,118.3 5,432.4 

4,1043 3,7903 3,1892 
9,331.1 8,192.7 7,3592 

20,196.9 20,199.7 15,187.9 

6,260.1 6,106.8 5,442.7 
4,023.1 3,667.1 3,1072 
9,416.5 8,287.0 7,384.0 

20,678.6 20,982.5 15,707.5 

6,414.6 6,261.0 5,323.6 
5,205.0 5,257.0 3,970.7 
8,039.7 7,019.5 7,076.1 

14,473.6 12,345.3 10,102.9 

7,0533 7,316.1 6,702.7 

4,931.4 5,046.4 4,414.5 
10,426.0 9,8232 9,519.4 
21,636.0 21,278.9 17,572.6 

7,0523 7,316.2 6,7353 
4,864.9 4,929.5' 4,355.8 

10,526.3 9,974.6 9,608.1 
22,1163 22,243.4 18,257.9 

7,0663 7,326.5. 6,399.4 
5,794.9 6,382.7 4,970.8 
9,029.6 8,132.8 8,604.9 

16,022.1 13,070.7 11,693.8 

5,568.7 5,189.8 4,550.9 

3,333.2 2,768.9 2,247.0 
8,399.6 6,998.5 6,030.4 

19,194.7 19,526.4 14,031.4 

5,554.9 5,175.4 4,554.6 
3,242.8 2,6443 2,152.8 
8,481.5 7,064.7 6,034.7 

19,679.5 20,2~32 14,494.1 

5,759.1 5,3622 4,5113 
4,610.7 4,291.0 3,172.0 
7,064.7 6,092.5 5,978.5 

13,366.8 11,794.4 9,1773 

Expectation of life at age 65 

13.8 14.6 16.0 

12.8 12.9 13.7 
12.8 12.6 13.7 
15.0 163 18.1 
14.5 15.5 17.5 

SOURCES: National Center for Health Statistics, Vital Statistics of the United States, Vol. II, for data years 1950 
and 1965, Washington, U.S. Government Printing Office; and for 1975, Health Resources Administration, DHEW, Rockville, 
Md, to be published. • 
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Table B. Death rates for the 10 leading causes of death among persons 65 years and over, by 1975 rank order for both sexes, 
and by sex for 1975: United States, 1950, 1965, and 1975 

(Data are based on the National Vital Registration System) 

1975 

Cause of death and ICDAicode 1950 1965 Both 
Male Femalesexes 

Deaths per 100,000 resident 
population 65 years and over 

All causes 6,2703 6,118.3 5,432.4 6,702.7 4,550.9······--- ----
Diseases of heart 390-398, 402, 404, 410-429 2,860.9 2,823.9 2,403.9 2,933.0 2,036.7 
Malignant neoplasms ·--··· 140-209 856.5 901.4 961.1 1,301.1 7252 
Cerebrovascular diseases ...:.....-........ 430-438 923.8 901.0 729.7 740.S 722.1 
Influenza and pneumonia 470-474, 480-486 1913 213.7 187.1 2392 150.9 
Arteriosclerosis 440 - - 123.0 119.8 1252 
Diabetes mellitus 250 121.1 122.9 112.9 102.8 119.9 
Accidents .___.,, __..._ .. __ E800-E949 210.8 155.0 109.6 140.6 88.1 

Motor vehicle accidents _,,_ EB10-E823 43.1 38:9 253 38.7 16.0 
All other accidents E800-E807, EB25-E949 167.7 116.1 843 101.9 72.1 

Bronchitis, emphysema, and asthma ...._.......... 490-493 - - 80.5 152.5 30.5 
Cirrhosis of liver ....-.....-..... 571 34.9 34.5 36.6 58.1 21.6 
Nephritis and nephrosls _____ 580-584 - - 23.2 ... ... 
Suicide .....- .. E950-E959 30.0 22.8 ... 36.8 ... 
Hernia and Intestinal obstruction·---- ....- ..- ...-- _,,_..,_...._ 550-553, 560 37.6 35.6 ... ... 20.5 
All other causes - - 664.9 878.4 510.1 

NOTE: Cause-of-death titles and numbers are based on the Eighth Revision International Classification of Diseases, 
Adapted for Use in the United States. Because of decennial revisions in the classification and changes in rules of 
cause-of-death coding, there is lack of comparability for some causes from one revision to the next. In some instances data 
are omitted for earlier years because the appropriate subcategories are not available. Data for influenza and pneumonia 
should not be interpreted for trends since they are Influenced by epidemics which cause large fluctuations in data for a 
single year. 

SOURCES: National Center for Health Statistics: Vital Statistics of the United States, Vol. II, for data years 1950 
and 1965, Washington, U.S. Government Printing Office; and for 1975, Health Resources Administration, OHEW, Rockville, 
Md, to be published. 

901, and 25 years earlier it had been 857 per tions may not be the same in 1975 as in 1965. 
100,000 people 65 years and over. Changes in the reason for institntionalizing el

The death rate for accidents (excluding mo derly people would affect mmparisons over time 
tor vehicle accidents) deserves mention, if only of disability and illness in the noninstitutional
to point out the remarkable decline; the rate in ized population. 
1975 was half the rate 25 years earlier. For those Short-term disability is usually measured by 
85 years and 011er the rate was one-third the rate the number of days during the year that people 
in 1950, about 293 in contrast with 928 deaths have to modify their usual behavior because of 
per I 00,000 people. illness. Three measures are commonly used: 

days of restricted activity, days in bed, and days 
Disability lost from 'work. There has been no change in 

the level of two of these measures over the 10 
Data on morbidity and disability are unfor years. In 1965 the average number of days of 

tunately not available for as many years as mor restricted activity per year per elderly person 
tality data, It is possible to look at trends for was 39; in 1975 it was 38. The average number 
only the past 10 years (1965-75), and then only of days in bed was 14 in 1965 and 13 in 1975. 
for the noninstitutionalized population. The In contrast, the number of days lost from 
proportion of the elderly population in insti work by employed elderly decreased consider
tutions increased somewhat over the 10 years, ably over the past 10 years. Employed people 
and the health characteristics of those in institu- 65 years and over lost about 8 days from work 
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per person in 1965 and abont 4 days in 1975. 
The proportion of people 65 years and over 
in the labor force decreased during that time 
from 16 to 12 percent (Bureau of Labor Statis
tics, 1974; Bureau of Labor Statistics, 1976; Cen
sus Bureau, 1974). The concurrent decreases 
could mean that older people in relatively poor 
health are able to retire earlier as retirement 
benefits improve while those in better health 
continue to work. 

Long-term disability can be measured by the 
proportion of people who are limited in amount 
or kind of usual activity or in mobility because 
of chronic conditions or impairments. The pro
portion of elderly people limited in activity 
appears to have increased very slowly from about 
42 percent in 1965 to 47 percent in 1975 bnt all 
of the increase is due to the aging of the popu
lation; the age-specific rates are unchanged. 
That is, the larger proportion of the people 65 
years and over was limited in activity in 1975 
than in 1965 simply because a higher proportion 
was 75 years and over and thus more likely to 
he limited. 

There was' no change in the proportion of 
the elderly limited in mobility due to chronic 
conditions for the 2 years for which data are 
available, 1966 and 1972. In both years limi
tation of mobility was reponed for about 20 per
cent of the elderly. 

It has. been suggested that prolonging the lives 
of older people will produce a dependent, badly 
impaired elderly population. However, death 
rates for people 65 years and over certainly de
clined from 1965 through 1975, bnt the limited 
data available do not indicate any increase in 
disability among noninstitutionalized elderly 
people. No more definitive evaluation can he 
made without information on the proportion 
of the elderly population residing in institutions 
and their levels of disability (information which 
is lacking, especially for the early years). 

CURRENT MEASURES 
OF HEALTH 

Mortality 
The majority of deaths in the United States 

are deaths of elderly people. Of the 1.9 million 

people who died in 1975, 1.2 million (64 per
cent) died after their 65th birthday, 0.8 million 
(41 percent) after their 75th birthday, and 0.3 
million (15 percent) after their 85th birthday. 

IE the 1975 mortality rates continued to pre
vail during their lifetimes, three-quarters of the 
babies born in the United.States that year would 
reach their 65th birthday. Over half (53 per
cent) would reach their 75th birthday, and a 
quarter their 85th (table C). 

Even though death rates are high among 
older people, a large proportion survive any 5-
year period, at least until age 85. Of the people 
reaching their 65th birthday, 88 percent can ex
pect to survive to their 70tJ:, if mortality rates 
remain at the 1975 level; 82 percent of those 
celebrating a 70th birthday can expect to cele
brate their 75th. 

The chances of surviving until a relatively 
late age are not the same for everyone. White 
women, by far, have the best chance. Their mor
tality rates are relatively low throughout life and 
remain low. IE the 1975 rates were to prevail, 
over half (52 percent) of the white girl babies 
horn in 1975 would survive until age 80. Three
quarters (78 percent) of the white women 
reaching their 75th birthday would survive un
til age 80. Other women also have low mortality 
rates although higher than white women. 

Men have higher mortality rates than women 
throughont life and a much poorer chance of 
living to old age. Two-thirds (68 percent) of the 
boys horn in 1975 wonld survive to age 65 if the 
1975 rates prevailed and just over a quarter (28 
percent) would reach their 80th birthday. White 
men have lower death rates than other men at 
young ages and thus a better chance of reaching 
age 65. For those who do reach retirement age, 
however, the chances of Jiving to old age are 
close to the same. 

The leading cause of death among the elderly 
is heart disease, which is responsible for 44 per
cent of the deaths of people 65 years and over. 
Malignant neoplasms account for another 18 
percent of the deaths (19 percent for men and 
16 percent for women). The third leading cause 
is cerebrovascular disease, which accounts for 
13 percent of the deaths (11 percent for men 
and 16 percent for women). Together, these 
three account for 75 percent of all deaths of 
elderly people. 

The fact that these three causes account for 
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Table c. Percent of all persons reaching specified age and percent surviving 5 years after specified age, by selected ages 
65 years and over, sex, and color: United States, 1975 

(Data are based on the National Vita! Registration System) 

Age In years 
Sex and color 

65 70 75 80 85 

Percent of all persons reaching specified age 
Both·sexes 

Total 
White 
All other 

---- 74.6 
76.2 
63.0 

65.5 
67.2. 
53.9 

53A 
55.l 
40.8 

39.0 
40.4 
28.8 

24.5 
25.2. 
19.9 

Total 
White ____ 
All other 

Total 
White 
All other 

Male--

Female ---

67.5 
69.4 
54.3 

81.7 
83.2 
71.5 

56.2. 
57.9 
44.4 

74.9 
76.5 
63.6 

42.5 
43.9 
'31,9 

64.6 
66.5 
50.2 

28.0 
28.9 
21.0 

SOA 
52.l 
37.4 

15.5 
15.8 
13.2. 

34.l 
35.0 
27.4 

Percent surviving 5 years after specified age 
Both sexes 

Total 87.8 81.5 73.0 62.9 -
White 88.l 82.l 732 62.4 -
All other 85.6 75.7 70.7 69.0 -

Male 
Total 833 75.5 65.8 SSA -

White 83.4 75.9 65.8 54.7 -
All other ... 81.6 71.8 65.9 63.0 -

Female 
Total 91.7 86.2 78.l 67.6 -

White 92.0 86.8 78A 67.2. -
All other 89.0 78.9 74.5 73.2. -

SOURCE: Naiional Center for Health Statistics: Vital Statistics of the United States, Vol. II, 1975. Health Resources 
Administration, DHEW, Rockville, Md. to be published. 

so many of the deaths of the elderly is not sur elderly people due to these three causes is a 
prising. They also accounted for 53 percent of continuation of trends begun much earlier. 
the deaths of people under 65 years in the Influenza and pneumonia, the fourth leading 
United States in 1975. In childhood and early cause, account for 3 percent of the deaths of 
adulthood external events (accidents, suicides, elderly men and women. For men, the fifth lead
and homicides) cause most of the deaths, with ing cause is a cluster of conditions grouped 
malignant neoplasms second. By ages 35-44 heart under bronchitis, emphysema, and asthma; acci
disease replaces malignant neoplasms as the sec dents rank sixth. Arteriosclerosis is fifth for 
ond cause, and by ages 45-54 heart disease ranks women, while diabetes is sixth. 
first with malignant neoplasms second. They ac Most of the deaihs of elderly people result 
count for 32 and 28 percent of the deaths, respec from disease conditions which have existed for 
tively, while accidents account for only 12 per many years or from personal habits or environ
cent. By ages 55-64 heart disease accounts for 38 mental conditions which may go back many 
percent of all deaths, malignant neoplasms for years. Although good medical care for the el
29 percent, and cerebrovascular diseases for 6 derly. can delay death (and ameliorate suffering), 
percent. The high proportion of the deaths of preventing such deaihs must start early in life. 
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·A small proponion of the deaths, such as those 
from accidents, may be prevented at any age re
gardless of early life history by modifying living 
conditions and assuring prompt medical care if 
an accident occurs. 

Chronic Conditions 
At the beginning of 1974, 4 percent of the 

elderly people were in nursing homes. They 
were, on the average, older than elderly people 
living in the community; 83 percent were 75 
years and over in contrast with 36 percent of the 
noninstitutionalized elderly. 

In general, these elderly residents of nursing 
homes suffered from multiple chronic condi
tiops and functional impairments. Almost two
thirds (63 percent) were senile, 36 percent had 
heart trouble, and 14 percent had diabetes. 
Orthopedic problems due to a variety of dis
ease conditions were common. About a third (31 
percent) were bedfast or chairfast and about a 
third (35 percent) were incontinent. Almost 
half (49 percent) of the elderly in nursing homes 
could not see well enough to read an ordinary 
newspaper regardless of whether they wore 
glasses; one-third (35 percent) could not hear 
a conversation on an ordinary telephone; and 
one-fourth (24 percent) had impaired speech. 

The most common primary diagnoses were 
hardening of the arteries, senility, stroke, and 
mental disorders, all diagnoses likely to give rise 
to functional impairments. 

Other elderly people are in psychiatric or 
other chronic disease hospitals, Veterans Admin
istration hospitals, and other long-term care 
facilities. Data are not available on the preva
lence of all the chronic conditions or impair
ments afflicting residents of these facilities, but 
it is reasonable to assume that they too have 
multiple chronic conditions and impairments. 

The prevalence of chronic conditions among 
the elderly living in the community is higher 
than among younger people but far lower than 
among people in nursing homes. Some of the 
most frequently reported chronic conditions and 
impairments for elderly people living in the 
community are arthritis, vision and hearing im
pairments, heart conditions, and hypertension. 
The reponed prevalence rate for each of these 
is 20 percent or higher; 38 percent have arth
ritis. Some of the people have more than one 

IO 

condition although multiple conditions are less 
common among community residents than 
among nursing home residents. Prevalence rates 
for all of these conditions are higher in non
metropolitan than in metropolitan areas and 
higher in the South than in other regions. 

Elderly women, who are on the average older 
than elderly men, have higher rates than men 
for arthritis, diabetes, hypertension, back im
pairments, and vision impairments. Men have 
higher rates of asthma and chronic bronchitis, 
hernias, ulcers, and hearing impairments. 

A high prevalence of chronic conditions, how
ever, does not necessarily mean a high preva
lence of disabling conditions. The impact of 
chronic conditions varies markedly. For exam
ple, approximately equal numbers of elderly 
people were reported to have heart conditions 
and hypertensive disease without heart involve
ment. Yet 4 times as many people were limited 
in activity, 8 times as many had been hospital
ized, and 9 times as many had more than 2 weeks 
of bed disability during the year because of 
heart conditions than because of hypertensive 
disease without heart involvement. 

Loss of sensory ability frequently accompanies 
aging. It is well known that many elderly people 
have lost some of their ability to see or hear. 
About 92 percent of the elderly people living 
in the community wear glasses, and 5 percent 
wear hearing aids (Dickson, 1976). Much less 
widely known is that taste, smell, and adapta
tion to darkness also are altered by age (Busse, 
I 977). Complaints from older people that all 
food tastes bitter or sour may be due not to 
imagination but to physical loss of the ability to 
taste and smell. Thus older people may not 
enjoy food and may not fulfill their nutritional 
requirements. Loss of ability to adapt to light 
changes may lead to accidents. 

Only 14 percent of the noninstitutionalized 
people 65 years and over have no chronic dis
ease that they are aware of. However, some of 
them may have conditions that they do not know 
about. Laboratory findings have indicated signifi
cant pathology for many elderly people who 
were not aware that they had diabetes, hyper
tensive heart disease, or coronary heart disease 
(Lawrence, 1973). 

Thus the prevalence of some chronic diseases 
must be higher than the estimates given here. 
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Prevalence estimates for other conditions such 
as rheumatoid arthritis and for many impair
ments appear to be reasonably accurate. 

Long-Term Disability 

The presence of a chronic condition is often 
not as important to people as the inability to 
carry out their usual activities. It is only when 
a condition causes interference with or restric
tion of activities that people feel impaired. In 
that context, people were asked whether they 
were limited in activity, that is, limited in abil
ity to work or keep house because of a chronic 
condition. About 47 percent of the noninstitu
tionalized elderly people in 1975 were limited 
in activity due to chronic conditions. Six percent 
were limited but not in their major activity, 
23 percent were limited in the amount or kind 
of major activity, and 17 percent were unable 
to carry on their major activity. 

The proportions of elderly people with ac
tivity limitation differed with a number of de
mographic variables. Age was most important; 
only 42 percent of people aged 65-74 were lim
ited, in contrast with 56 percent of those 75 
years and over. Women were less likely to be 
limited than men (44 percent and 50 percent, 
respectively). Activity limitation was less com
mon among elderly whites (46 percent) than 
among all other elderly people (55 percent) . 
Limitation was reported less frequently as in
come or years of education increased. Those liv
ing alone or with their spouses were less likely 
to be limited (45 percent) than those living 
with nonrelatives or relatives other than their 
spouses (54 percent). Elderly people in the 
Northeast Region or in urban counties were less 
likely to be limited than those in the South 
Region or in iess urbanized counties. 

Two chronic conditions caused almost half the 
limitation. About 24 percent of the elderly who 
were limited in activity in 1974 were restricted 
by heart disease, and another 23 percent were 
limited by arthritis or rheumatism. 

Other conditions reponed as causing limita
tion of activity in the elderly population were 
orthopedic impairments (10 percent of those 
limited), visual impairments. (10 percent), and 
hypertension (9 percent). Emphysema was re
ported as a cause for 8 percent of the men lim
ited in activity but for only 2 percent of the 

women. The fact that over twice as many men 
65 years and over as women of that age were 
current or former cigarette smokers may account 
for part of this difference. 

A more rigorous measure of the impact of 
chronic conditions is whether the person is lim
ited in mobility (i.e., the ability to move about 
freely). In 1972 about one-fifth (18 percent) of 
the elderly had some degree of mobility limita
tion due to chronic conditions or impairments. 
Five percent were confined to the house, 7 per
cent needed help in getting around, and 6 per
cent could get around alone but had trouble. If 
one assumes that residents of nursing homes are 
also limited in mobility, then 22 percent of the 
total elderly population were to some degree 
limited in mobility, and 16 percent were un
able to get around alone. 

Short-Term Disability 

Elderly people, whether or not they were 
limited in activity or mobility by chronic con
ditions, were forced to restrict their usual activi
ties an average of 5½ weeks per person in 1975. 
Approximately two-thirds of the days of re
stricted activity were accounted for by chronic 
conditions and one-third by acute illnesses or 
injuries. 

Older people, like younger ones, have colds, 
flu, and other illnesses of short duration. They 
also suffer accidental injuries which, while not 
indicators of health per se, do cause short-term 
restriction of activity and require medical care. 
Injuries also may cause permanent limitation 
of activity or mobility and are one of the leading 
causes of death. 

Accidential injuries were responsible for 101 
million days of restricted activity, including 25 
million days in bed, for elderly people living 
in the community in 1975. Older women were 
particularly susceptible. They had, on the aver
age, almost twice as many injuries as men. Peo
ple 75 years and over were more likely to suffer 
such injuries (0.26 per person per year) than 
those aged 65-74 (0.18 per person per year). 
About 40 percent of all injuries to the elderly 
were the result of falls and about two-thirds (68 
percent) of all injuries occurred at home; 80 
percent of the injuries to people 75 years and 
over were at home. 
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pression that most elderly people view themselves 
as being in poor health and unable to function. 

Good health for people of any age does not Instead, the majority assess themselves as being 
necessarily imply the complete absence of im in good health compared to other people their 
pairments or disease conditions, but only that own age. 
the conditions present do not significantly inter Two-thirds (69 percent) of the elderly non
fere with physical and social functioning. Illness institutionalized people rated their health as 
is a social as well as a physical phenomenon, and good or excellent in 1975;' poor health was re
the existence of a morbid condition does not ported for only 9 percent (table D}. Poor health 
predetermine a universal pattern of behavior. was somewhat more common among men than 
The indivicjual's self-assessment of health may women and among those 75 years and over than 
be as important as his actual medical status in among those aged 65-74 but the differences were 
predicting general emotional state and behavior not significant. However, the proportion assess
(Maddox and Douglass, 1973). ing their health as poor was twice as large among 

Self-Assessment of Health 

• The high prevalence of chronic conditions elderly members of minority groups (16 per
and impairments and the high levels of limita cent) as among the elderly whites (8 percent). 
tion of activity and mobility may give the im- Poor health was reportc.-d more frequently 

Table D. Percent distribution of assessment of health status as reported In health interviews for persons 65' years and over, 
according to selected demographic characteristics: United States, 1975 

(Data are based on household interviews of the civilian noninstltutionallzed population) 

Health status 
Demographic characteristic All health Excellent Good Fair Poorstatuses 1 

Percent distribution 

Total 100.0 28.6 403 21.5 8.6 

Sex and age 
Male 100.0 28.l 40.0 21.4 9.4 

65-74 years ·-··-· 100.0 285 39.8 215 93 
75 years and over 100.0 27.5 403 213 9.8 

Female 100.0 28.9 40.6 21.6 8.0 
65-74 years 100.0 292 41.4 215 72 
75 years and over ___ 100.0 28.6 39.3 21.8 9.4 

Color 
White 100.0 29.4 40.8 21.0 7.8 
All other 100.0 20.6 355 26.7 163 

Region 
Northeast 100.0 273 44.4 212 62 
North Central 100.0 27.l 432 21.6 7.1 
South . 100.0 27.6 35.4 235 12.4 
West 100.0 353 38.4 18.0 7.5 

Residence 
Metropolitan 100.0 30.6 405 20.1 7.8 
Nonmetropolitan 100.0 24A 40.0 24.7 103 

Family Income 2 

Less than $5,000 100.0 233 38.7 24.9 122 
$5,000-$9,999 100.0 29.8 413 21.4 6.8 
$10,000-$14,999 100.0 31.6 42.7 19.9 5.1 
$15,000 or more 100.0 38.7 403 13.9 5.8 

' Includes unknown health status. 
• Excludes unknown family income. 
SOURCE: Division of Health Interview Statistics, National Center for Health Statistics. 
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among elderly residents of nonmetropolitan 
areas than among those in the cities, and the 
proportion of the elderly with reported poor 
health increased as income diminished. 

Self.assessment of health status 1;,y elderly peo
ple has been found to correspond with the re
sults of medical examinations in about 70 per
cent of the cases (~Iaddox, I 964). Self-addressed 
health status also has been found to correlate 
highly ,~ith other measures of health status and 
utilization of health services. People who rate 
their health as poorer than others their age are 
more likely to suffer from activity-limiting 
chronic conditions and comparatively frequent 
acute conditions or disability days than those 
who rate their health as good or excellent. Th.ey 
also utilize more medical services (Kovar and 
Wilson, 1975). 

Ninety percent of elderly people reported to 
be in poor health were limited in their major 
activity, in contrast to 15 percent of those in ex
cellent health. People in poor health had twice 
as many acute conditions per person, 14 times 
as many days of restricted activity, and 27 times 
as many days in bed per person as those report
ing excellent health. 

UTILIZATION OF 
MEDICAL SERVICES 

Levels of Health and 
Use of Medical Services 

The relationship between morbidity or level 
of health and the utilization of medical services 
is complex. The presence of an impairment, a 
chronic condition, a limitation, or a self-assess
ment of poor health does not necessarily indicate 
a need for medical care. Medical care may not 
be able to change the situation. On the other 
hand, improvement may be possible hnt the 
individual, believing that nothing can he done, 
may fail to seek medical care. 

In general, elderly people with chronic con
ditions are more likely to utilize medical serv
ices than those withont; however, wide varia
tions exist in the amonnt of medical care uti
lized for specific chronic conditions. For exam
ple, only two-fifths (43 percent) of the elderly 

reported to have arthritis had seen a doctor 
about this condition within a year. In contrast, 
fonr-fifths (81-82 percent) of those reported to 
have diabetes, a heart condition, or hyperten
sive disease without heart involvement had seen 
a doctor about the condition within a year. 

The perception of poor health is also related 
to utilization of medical services. In 1975 non
institutionalized elderly people in reported poor 
health were more than 3 times as likely to have 
been hospitalized during the preceding year as 
those in excellent health. They were 5 times as 
likely to have had 10 or more physician visits 
during the year. At the other end of the scale, 
28 percent of those in excellent health did not 
visit a physician at all during the year, in con
trast with 6 percent of those in poor health. 

In 1974 less than half (46 percent) of the 
people 65 years and over were reported to have 
any degtee of activity limitation due to chronic 
conditions. Yet this 46 percent of the elderly 
accounted for 63 percent of all physician visits, 
72 percent of all short-stay hospital episodes, and 
78 percent of all days in short-stay hospitals uti
lized by elderly people. 

Similarly, Medicare data reveal that enrollees 
who are limited utilize more services than those 
who are not. Enrollees who were confined to 
bed had 79 physician services per person in 
1973, while those with no limitation had 25. 
Enrollees who perceived their health as "worse 
than others" had 58 services, while those who 
perceived their health as "better than others" 
had 20. Only 7 percent of the enrollees were con
fined to bed or house, yet they utilized I 4 per
cent of the physician services. Only 12 percent 
of the enrollees had health "worse than others,'' 
yet they utilized 22 percent of the services 
(Coulter, 1976). 

With rising costs of medical care and concern 
about the possibility of overutilization, it is 
essential to recognize that medical services are 
being utilized to a gteater extent by people in 
poor health than by those in relatively good 
health and that even people in good health 
require preventive care and care for acute ill
nesses. It is also important to remember that 
many elderly people have one or more chronic 
conditions and as a gtoup utilize medical serv
ices at a higher rate than younger adults. 

Elderly people in poor health were less likely 
to have seen a dentist, however, than those in 

.. 
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good health. Forty-four percent of those in excel
lent health but only 32 percent of those in poor 
health had seen a dentist during the previous 2 
years. Dental services are usually more discre
tionary than medical services. Thus the higher 
utilization by those in excellent health may be 
associated with greater ability to pay for the 
care, greater mobility, or higher motivation to 
tnaintain their good health. 

Trends 

Despite the implementation of Medicare, 
there was no increase in the rate of utilization 
of physicians by older people from 1965 through 
1975. The average number of physician contacts 
by persons 65 years and over living in the com
munity {excluding contacts while ·a patient in 
a hospital) remained at approximately 6.6 visits 
per person during the IO years. Medicare data 
confirm this. The percentage of Medicare en
rollees using services covered by supplementary 
medical insurance and the average number of 
services per person showed no consistent in
crease from 1968 through 1974 (Gornick, 1976). 

The lack of change for the entire elderly 
population hides shifts whi~h appear to have 
taken place within the population. The number 
of physician contacts per person per year in
creased for the elderly poor and decreased for 
the nonpoor. {The poor are defined as persons 
with family income of under $3,000 in 1963 or 
under $6,000 in 1974.) The proportion who had 
not seen a physician for 2 years or more de
creased for both groups (Wilson: and White, 
1977). Thus differences in the rate of physician 
utilization by the poor and the nonpoor elderly 
have been narrowed or eliminated with pro
grams designed to reduce financial barriers to 
medical care. 

The proportion of elderly people with no 
dental visits within 2 years also decreased a bit, 
especially among the nonpoor, and the number 
of visits increased somewhat from 0.8 to 1.2 
visits per person per year. No change occurred 
in the general pattern of the elderly poor receiv
ing less dental care than the nonpoor. Unlike 
medical care, dental care is seldom financed by 
public programs or privaie health insurance. 
Comparatively few programs have been designed 
to remove the financial barriers to dental care. 

Utilization of short-stay hospitals by the el-

derly increased in the 10 years from 1965 to 1975 
even though utilization by people under 65 
years remained relatively constant and even de
clined in some age groups. In 1965 there were 
264 discharges from short-stay hospitals for every 
1,000 noninstitudonalized elderly people; in 
1975 there were 359 discharges, an increase of 
36 percent. In 1965 there were 3,447 days of care 
in short-stay hospitals per 1,000 elderly people; 
in 1975 there were 4,166 days, an increase of 21 
percent. During the- IO years the average length 
of stay declined. from 13.1 to 11.6 days per dis
charge. Thus the discharge rate increased more 
than the rate for days of care. Elderly people 
were more likely to be hospitalized in 1975 than 
IO years earlier, but once in the hospital they 
did not stay as long. 

The great increase in hospital utilization was 
during the year that Medicare was implemented. 
It is estimated that between the year before 
Medicare and the first year of Medicare, the hos
pital discharge rate increased by 4.6-7.4 percent, 
average length of stay by 4.1-7.8 percent, and 
days of care per 1,000 elderly people by 8.9-16.0 
percent (Pettengill, 1972). Since· then, the in
crease in the discharge rate and the decrease in 
the average length of stay have tended to cancel 
one another so- that the number of days of care 
per 1,000 elderly people has :not increased sub
stantially. 

The increase in short-stay utilization was 
greater among the elderly poor than the non
poor. From 1964 to 1975 discharge rates in
creased by 4 7 percent for the poor and by I 8 
percent for the nonpoor elderly (Wilson and 
White, 1977). Financial barriers appear to have 
been lifted for poor people who were unable to 
pay for inpatient hospit;il care before public 
programs were implemented. 
• The rate of surgery in hospitals also increased. 
In 1965 there were 7,554 operations for every 
100,000 people 65 years and over; in 1975 there 
were 15,482 operations, an increase of 105 per
cent. Cataract surgery more than doubled, .from 
525 to 1,115 operations per 100,000 eldetly 
people. Arthroplasty increased from 49 to 145 
operations per 100,000 elderly people. 

Change in the use of other technical innova
tions for treattnent of the elderly in hospitals is 
not as well documented as change in ·surgery 
rates. Presutnably, however, the new procedures, 
techniques, and facilities introduced in hospitals 
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over the 10 years are being used to treat elderly 
people as well as younger ones. 

Changes in utilization of long-term care are 
much more difficult to document than trends in 
-either ambulatory physician care .o~ short-stay 
hospital care. ;The qngoing -household surveys 
do not include residents of institutions. As a re
sult, good estimates of tl)e total number of el
derly residents, the number in each kind of 
facility, and descriptions of the health character
istics of residents are not available over time. 

Chronic disease hospitals, old people's homes, 
Veterans Administration hospitals, nursing 
homes, State and county mental hospitals, and 
private hospitals all provide long-term care of 
·one kind. or another. Whether the proportion of 
elderly people in these facilities has changed 
over the years is not known with any degree of 
certainty. There have not been State or national 
reporting systems which collect uniform data 
from all of these facilities, some of which are not 
even licensed as medical care facilities. Among 
the medical facilities which do report, methods 
of counting residents. patient days, and lengths 
of stay vary, and age is frequently not reported 
at all. The mechanisms .to collect data, which 
should have been,implemented 15 years- ago if 
we were to have answers to today's questions, 
were not developed. As a result, the only trend 
data are those from the decennial censuses. 

According to the 1960 census, about 4 percent 
of people 65 years. and over resided in institu
tions; according to the 1970 census, 5 percent 
lived in such facilities. The definitions of facili
ties used in the two censuses may not be com
parable, and facilities may have changed names 
over the period without changing in any other 
way. However, data from the two censuses make 
it clear that there were shifts in the type of insti
tutions housing elderly people during that dec
ade. In 1960, 29 percent of elderly residents of 
institutions were in mental hospitals and 63 
percent were in homes for the aged and depend
ent. In 1970 the comparable figures were 12 per
cent and 83 percent, respectively. 

Data which substantiate this shift from mental 
hospitals to nursing homes are available for 
State and county mental hospitals over a 20-year 
period and 'for nursing homes at three recent 
points in time. The number of elderly residents 
of State and"county mental hospitals decreased 

' 

from 773 per 100,000 people 65 years and over 
in 1965 (National Institute of Mental Health, 
1975) ,W 242 in 1975 (National Institute of 
Mental Health, 1977). The number of elderly 
residents of .n.ursing homes increased from 
2,535 per 100;000 in 1964 to 4,454 per 100,000 
at the beginning of 1974. 

Part .of the decline in the resident population 
of State and county mental hospitals is due to 
new methods of treatment, especially the intro
duction of psychotropic drugs, which freed peo
ple from the back wards. Part of the decline is 
due to the transfer of elderly people to nursing 
homes. In 1969, 37.7 percent of the 37,062 elder
ly patients released from State and county men
tal hospitals (29.l percent of the men and 48.7 
percent of the women) were released to nursing 
.homes or homes for the aged. At the beginning 
of I9i4, 5.5 percent of the elderly people then 
residents of nursing homes had been in a mental 
or other specialty hospital immediately before 
entering their current nursing home. The data 
.are fragmentary but it is clear that some elderly 
people were transferred from one kind of facility 
to another. It is also likely that a proportion of 
the people in nursing homes would have been 
placed in mental ho_spitals if nursing homes had 
not been available. 

CURRENT MEASURES 
OF UTILIZATION 

OF MEDICAL SERVICES 

Ambulatory Care 

In 1975 noninstitutionalized elderly people 
had a physician contact (other than visits to 
hospital inpatients) on an average of 6.6 times 
a year, in contrast to an average of 5.6 times for 
persons aged 45-64. About 79 percent had had a 
physician contact within the preceding year and 
69 percent within 6 months. About 7 percent 
reportedly had not seen a physician for 5 years 
or more. 

People 75 years and over were more likely to 
have had at least one physician contact within 
the year than those aged 65-74. However, people 
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in both groups had the same number of visits 
per person per year. Women were more likely 
than men to have had a physician contact and 
they had more contacts during the year than 
men of the same age. 

The proportion of elderly people who had at 
least one physician contact during the year was 
high regardless of degree of urbanization. How
ever, elderly residents of urban areas had, on the 
average, more contacts per year than residents 
of counties which are thinly populated or have 
at most a small town. For each age group and 
sex, residents of metropolitan counties had more 
physician contacts per person in 1975 than resi
dents of counties with only a small town. 

Elderly peop1e in thinly populated counties 
made as many visits per person per year to a 
doctor's office as those in metropolitan counties. 
The higher number of contacts in metropolitan 
counties was entirely due to contacts outside a 
physician's office. Telephone calls, home visits, 
and visits to emergency rooms, clinics, and group 
practices accounted for 26 percent of physician 
contacts in metropolitan counties, in contrast to 
I 7 percent in counties with at most one small 
town. Nine percent of contacts elderly people in 
metropolitan counties had with physicians were 
by phone in contrast with, only 5 percent for el
de_rly people in lightly populated counties. 

When physicians in office-based practice them
selves reported on visits of the elderly in 1975, it 
was apparent that these office visits were mostly 
for ongoing care; 92 percent of the visits were 
for patients who had been seen before. Almost 
half (46 percent) of the visits were for routine 
care of a chronic condition; another 16 percent 
were for flareups of chronic conditions. Almost 
three-quarters (70 percent) of the patients were 
given a definite return appointment. Very few 
visits resulted in referral to another physician 
or admission to a hospital. Thus the bulk of am• 
bulatory care for the elderly was for followup 
and continuing care. 

Forty-six percent of the visits were to physi
cians in general or family practice, and another 
19 percent were to internists. One-quarter (26 
percent) of the visi!Ji, regardless of the physician's 
specialty, were for diseases of the circulatory 
system. About 9 percent were for musculo
skeletal conditions, ana 9 percent for diseases of 
the nervous system and sense organs. The rest 
were for a wide variety of other diagnoses. 

Dental Care 

Dental care is an aspect on the health care 
of older people which is. frequently overlooked. 
To many people dental care is something which 
can be postponed. It is not regarded as a neces
sity. 

The elderly are less likely than younger adults 
to visit a dentist. In 1975 ,only 30 percent of 
people 65 years and over living in. the commu
nity had visited a dentist within a year (about 
35 percent of those aged 65-74 and 23 percent 
of those 75 years and over). 

Unlike the proportion of the elderly visiting 
a physician, which by 1975 displayed, little rela
tionship with either family income or place of 
residence, the proportion seeing a dentist within 
a year was strongly correlated with both. In 1975 
only 20 percent of the elderly with annual fam
ily incomes under $5,000 had visited a dentist 
within the year in contrast with 50 percent of 
those with incomes of $15,000 or more. Approxi
mately 22 percent of elderly residents of thinly 
populated counties or those with only small 
towns had visited a dentis"t within the year in 
contrast with 30 percent of residents of metro
politan counties. 

This lack of dental care is serious. Half of the 
elderly have no natural teeth. In 1971 about 
6 percent of the edentulous elderly had no false 
teeth, 4 percent had an incomplete set, and 
14 percent had,a set but did not use it all the 
time. Even adiong those with false teeth who 
used them all the time, 28 percent reported that 
their dentures needed refitting or replacement. 
Thus 44 percent of the edentulous elderly had 
an obvious need of dental care in order to have 
properly fitting, useful dentures. 

In 1960-62 a sizable proportion of persons 
aged 65-79 who were not edentulous (59 percent 
of the men and 36 percent of the women) had 
destructive periodontal disease and they had an 
average of 18.0 teeth missing. Dental services 
could improve the ability of the elderly to social
ize as well as improve their nutritional levels by 
making it possible for them to eat a wider vari
ety of foods. 

Care in Short-Stay Hospitals 

There were more than 4,000 days in non
Federal short-stay hospitals in 1975 for every 
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1,000 people 65 years and over. On the average, 
people 7 5 years and over were more likely to be 
hospitalized and to remain in the hospital longer 
than those aged 65-74. Men were more likely 
than women to be hospitalized and had ·more 
days of hospital care per person despite their 
somewhat shorter stays per• hospitalization. 

During the working years, men are less likely 
to be in the hospital than women, even when 
hospitalization for pregnancy and childbirth is 
excluded. Only early and late in life are males 
more likely to be in the hospital. No reason is 
immediately apparent for the relatively greater 
hospitalization of men beginning around age 55 
and continuing through the older years. It is not 
due to higher death rates, as death rates are 
higher for men, at every age. It does not appear 
to be due to increased medical contacts, as men 
make fewer physician visits than women at every 
age. And it does not appear to be due to delay
ing hospital care until after :retirement, as the 
hospitalization rate for men is still higher 10 
·years after ·the usual retirement age. 

However, the death rates for heart disease are 
44 percent higher and for malignant neoplasms 
79 percent higher among men than among 
women. Almost everyone dying of cancer and 
the majority of people dying of heart disease are 
hospitalized at some time during the last year of 
life; many people dying of cancer have multiple 
hospitalizations. Thus the higher hospitalization 
rate of older men may be due to their higher 
likelihood of having diseases for which the stand
ard treatment is in hospitals. 

Heart disease accounted for a fifth (18 per
cent) of the days that elderly people spent in 
the hospital. Chronic ischemic heart disease and 
acute myocardial infarction together accounted 
for 12 percent (485 days per 1,000 people 65 
years and over). 

Malignant neoplasms, the second leading 
cause of death, were responsible for 12 percent 
of the hospital days. Cerebrovascular disease, 
the third leading cause, accounted for an addi
tional 7 percent (275 days per 1,000 elderly 
population). Both of these diagnoses accounted 
for a far larger proportion of the hospital care 
of the elderly than of their ambulatory care. 
Other diagnoses responsible for sizable amounts 
of hospital care of the elderly were diseases of 
the digestive system (510 days), accidental in
juries (406 days), and diseases of the respiratory 

system (388 days per 1,000 persons 65 years and 
over). 

The ranges of diagnoses, lengths of stay asso
ciated with them, and types of care were wide. 
Some hospital episodes were for cataract surgery 
and repair of fractures, procedures -which may 
enable elderly people to return to active lives. 
Some were for illnesses which may strike at any 
age and from which people usually recover. 
Pneumonia and acute myocardial infarctibns, 
for example, are serious but not necessarily fatal 
diseases among people 65 years and over. Condi
tions which may eventually be fatal accounted 
for another part of care, but this care might give 
the person a longer life. Such care may be very 
expensive regardless of the patient's age. Malig
nant neoplasms, for example, may be treated 
with surgery, radioactive or drug therapy, or 
other methods which often require multiple hos
pital episodes. Some of the hospital care was for 
terminal illnesses. The amount of hospital care 
is great in the last few months of life. 

Discharge rates, average lengths of stay, and 
rates of days of care all vary enormously from 
region to region and State to State. They even 
vary from hospital to hospital and among areas 
within a State (Office of Research and Statistics, 
1977). Some of the variation among hospitals 
and even some of the variation among small 
geographic areas is due to the patient mix. Hos
pitals with highly sophisticated technology or a 
staff specializing in certain kinds of care may 
draw seriously ill patients from outside the local 
area:, while hospitals with lower levels of tech
nology and less ·specialized staff may furnish care 
primarily to people within their own area. Vari
ation among larger areas will be relatively un
influenced by patient mix. 

In an analysis of )\,fedicare data from 1967 
and 1973, the variation among the 4 geographic 
regions of the United States was striking and 
was the same in both 1967 and 1973. In both 
years discharge rates were lowest in the North
east, but the average length of stay and the num
ber of days of care per 1,000 enrollees were low
est in the West. In both years discharge rates 
were highest in the South, average length of stay 
longest in the Northeast, and ,rate of days of care 
highest in the North Central Region (Gornick, 
1976). In 1973, for example, the number of 
days of care· per 1,000 enrollees was 36 percent 
higher in the North Central Region than in the 
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West. There is no reason to believe that elderlv 
people in the North Central Region are sicke~ 
and require more hospital care than elderly peo
ple in the West. In fact, mortality rates are rela
tively low in the North Central Region and 
have been for years. The persistent regional 
differences are due to patterns of providing care 
rather than biological needs for care. The North 
Central Region, for example, has a relatively 
high ratio of hospital beds to population and a 
relatively low ratio of physicians to population. 

Although there is considerable variation 
among the States within each region, States 
within a region are more like one another than 
like States in other regions. For example, in 
1974 the average length of stay in the Northeast 
Region ranged from 10.4 days in Maine to 15.1 
days in New York. In the West, the range was 
from. 7.6 days in Washington to IO.I days in 
Arizona. There was no overlap. In the South 
Region patients in States in the South Atlantic 
Division tended to have stays longer than the 
regional average, similar to those in the North
east, while those in the West South Central 
Division tended to have shorter stays, similar to 
those in the West (Office of Research and Sta
tistics). 

In summary, there is a great deal of variability 
in the probability ·of an elderly individual being 
hospitalized, in the amount of hospitalization, 
and in the treatment provided. Some of this vari
ation is explainable by the characteristics of the 
individual. For example, people 75 years and 
over are more likely to be sick and to be hos
pitalized than those aged 65-74; people with 
cancer or heart disease are more likely to be 
hospitalized than those with arthritis or hyper
tension. This variation is to be expected. 

Some of the variation, as demonstrated by the 
data on regional and State differences, appears 
to be '.!'elated to patterns of medical practice and 
is therefore amenable to change especially since 
inpatient care is not always the best method 
of treatment. Some heart attack victims are bet
ter off at home. If the customary method of 
treatment in an area is 3 weeks of hospitaliza
tion, utilization rates will be high, cost of care 
will be high, and the patient may not benefit 
at all. 

Reducing the amount of hospitalization where 
it can be done without harming the patient is 
critical if the cost of medical care is to be con-

trolled. Hospital care is the largest component 
(45 percent) of the total amount spent for health 
care of the elderly. 

Long-Term Care 
Although the total number of elderly people 

in long:term institutions providing health care 
is unknown, there is reason to believe that the 
majority are in nursing homes. These are homes 
in which nursing care is the predominant func
tion of the facility and excludes places which 
only provide living quarters and meals. Al
though nursing homes may accept patients of all 
ages, they are ovenvhelmingly providing care to 
the elderly; 89 percent of the residents at the 
beginning of 1974 were 65 years and over. 

In 1973 there were 14,873 nursing care homes 
in the United States. These ,homes had 1,107,358 
beds, or 52 beds for every 1,000 persons 65 years 
and over. They were relatively small; 41 percent 
had fewer than 50 beds, 7 6 percent had fewer 
than I00 beds. Three-quarters were proprietarv 
homes. 

At the beginning of 1974 about 961,500 peo
ple 65 years and over were in nursing homes 
or,44 residents for every 1,000 people 65 years 
and over. There were approximately 16,000 days 
of care per year in nursing homes for every 
1,000 persons 65 years and over (4 times the 
number of days spent in short-stay hospitals). 
Utilization rates for nursing homes increased 
rapidly with age. There were only 12 residents 
of nursing homes for every 1,000 persons aged 
65-74. At ages 75-84 there were 59 residents per 
1,000 persons. Among people who had had their 
85th birthday, 237 per 1,000 (almost a quarter) 
were in nursing homes. There were 86,400 days 
of care per year in nursing, homes for every 1,000 
people 85 years and over in 1973. 

Almost three-quarters of the elderly nursing 
home residents (72 percent) were women. El
derly women are far more likely than elderly 
men to be living alone. Therefore, when they 
become seriously ill, they are less likely to have 
someone living with them who can care for 
them. Thus, of necessity, they may 'become resi
dents of nursing homes. 

Men aged 65-74 were almost as likely as 
women of the same age to be in nursing homes. 
By ages 75-84 there were 41 residents for every 
1,000 men but 70 residents for every 1,000 
women. From age 85 on, 170 out of every 1,000 
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men but 270 out of every 1,000 women were in 
nursing homes. 

The best data on geographic variation in utili• 
zation come from the nursing care home~ them• 
selves. Age of the residents is not reported. 
Therefore, the number of residents per 1,000 
persons 65 years and'Over is overestimated to the 
extent that people under 65 years are residents 
of nursing homes. The overestimate for the 
United States is abciut 3 residents per 1,000; 
there were 47 residents of nursing care homes 
per 1,000 persons 65 years and over according 
to facility reporting and 44 residents per I ,000 
persons' accordfng to the survey data which were 
the basis for the previous discussion. If practices 
in individual States are such that higher or 
lower proportions of the residents are under 65 
years, data for the States are not comparable;. 

However, lack of data comparability certainly 
does not account for all of the differences aniong 
regions and Stales. In 1973 there were 62 resi
dents of nursing care homes per 1,000 persons 
in the North Central Region, 59 in the West, 
and 45 in the Northeast and the South. There 
were 82 residents of nursing care homes per 
1,000 persons 65 years and over in Minnesota; 
at the other extreme, there were 16 per 1,000 
in 'West Virginia. In 13 States there were at least 
60 residents per 1,000 elderly people; ih 8 States 
there were· fewer than 30. 

The consistent regional patterns found in uti
lization of short-stay hospitals do not exist for 
nursing home utilization. There is more varia
tion within regions than among them. This is 
due, at least in part, to differences in State regu
lations. Even within a region, there is little uni
forrnity among States in terminology, defini
tions, or licensure requirements. There is also 
little uniformity in the administration and eligi
bility requirements of Medicaid, which is the 
means of paying for a sizable portion of the care 
of elderly people in nursing homes. 

Alternatives to Current Utilization 
of Medical Services 

Home health programs offer· one alternative 
to long-term institutionalization. At present, 
however, there are no good national estimates 
of the number of elderly people served by these 
programs nor of the number who could benefit 
if more programs were in operation. Certainly 

many residents of nursing homes need to be 
where care is available 24· hours a day. Others, 
however, could live outside the institution if 
they did not have to live alone ·or if professional 
help were provided regularly. Unknown num
bers of the elderly now living alone could live 
more comfortably if they had home ·health care, 
and the lives of those living with relatives, as 
well as the lives of the relatives, could be eased 
were such care readily available. 

Home health services also could help shorten 
the length of stay of some elderly people 'in hos
pitals. Day care services are another alternative 
to•inp:itient care for some elderly people. 

Retirement, widowhood, and increasing in
ability to care for oneself without help are all 
stress-producing situations, yet admission rates 
to both inpatient and outpatient psychiatric fa
cilities are lower in the age group 65 years and 
over than in any other group of adults. It is not 
known whether the elderly do not seek help or 
are unable to get it. It is known that admission 
rates to psychiatric facilities are low for the 
elderly, and half of the episodes reported for 
them are still in State or county mental hos
pitals. Only 4 percent of the new patients in 
community mental health centers in 1975 were 
people 65 years and over (NIMH, 1977). Easily 
available outpatient facilities that did not carry 
a stigma in the eyes of elderly people who grew 
up in an age when psychiatric help was less ac
ceptable than it is now might reduce the amount 
•of care in inpatient facilities. Such facilities 
might also make the lives of the elderly, and the 
lives of the people with whom they live, more 
comfortable. 

EXPENDITURES FOR 
MEDICAL CARE 

Trends 

Over the decade covered by fiscal years (FY) 
1966-76, years ending 6 months after the' calen
dar years 1965-75, there have been major changes 
in expenditures for the medical care of elderly 
people. First, the amount spent has increased 
much more for elderly people than for younger 
ones. From FY 1966 to 1976, the average annual 
rate of increase in per capita expenditures for 
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health care was 13 percent per year for people 
65 years and over and 11 percent for people 
under 65. Second, the source of funds to pay for 
health care of the elderly changed dramatically. 
In FY 1966 only 30 percent of the funds were 
public; 10 years later 68 percent of the money 
came from public funds. In contrast, public 
funds still paid for only 29 percent of the medi
cal care of people under 65 years in FY 1976. 
Third, a larger portion of the money went for 
inpatient care in FY 1976 than IO years earlier. 
In FY 1966, 40 percent of the money went to 
hospitals and 15 percent to nursing homes, with 
these two types of facilities receiving 55 percent 
of all payments. By FY 1976 hospitals were re
ceiving 45 percent and nursing homes 23 per
cent for a total of 68 percent of all money spent 
on health care of elderly people. People under 
65 years seldom receive care in nursing homes, 
but the portion of the total bill for their care 
which was received by hospitals increased from 
39 to 46 percent. 

Over the decade the total amount spent on 
medical care for the elderly rose at an average 
annual rate of 15.5 percent from $8.2 billion 
in FY 1966 to $34.9 billion in FY 1976. The 
amount of money spent in FY 1976 was 4.2 times 
the amount 10 lyears earlier. About 50 percent 
of the increase was due to increases in the price 
of medical care, 36 percent to increases in serv
ices, and 14 percent to population increases. 

At the beginning of Medicare, medical care 
expenditures for people 65 years and over rose 
rapidly, increasing by 16 percen~ from FY 1966 
to 1967, 24 percent from FY 1967 to 1968, and 
18 percent from FY 1968 to 1969. Expenditures 
continued to increase at 12-14 percent per year 
until the implementation of the Economic Sta
bilization Program in August 1971 slowed the 
rate of increase. In FY 1974, during 10 months 
of which prices were still controlled, the amount 
spent on medical care for the elderly increased 
by only 8 percent from the amount spent 
the previous year. Then, when price controls 
were removed and administrative procedures 
changed, medical care ~xpenditures for the el
derly increased by 23 percent from FY 1974 to 
1975. From FY 1975 to 1976 the rate of increase 
again slowed to I 7 percent. 

Part of the increase in expenditures is due, of 
course, to the increasing number of elderly peo-

pie; the rate of increase in per capita expendi
tures is always less than in aggregate expendi
tures. Still, per capita expenditures increased at 
an average annual rate of 13 percent over the 
decade, from $445.25 in FY 1966 to $1,521.36 
in FY 1976 (table E). From FY 1974 to 1975 
the per capita amount increased by 20 percent 
and from FY 1975 \O 1976 by 14 percent. 

Twice during the· decade there has been a 
sudden and rapid increase in the amount spent 
on medical care for the elderly. The increase 
early in Medicare program operations was pri
marily due to increases in utilization as Medi
care reduced the financial barriers to obtaining 
care. For example, the number of days of care 
in hospitals per elderly person probably in
creased between 9 and 16 percent in a single 
year. The price of medical care also rose, led 
by the increase in the cost of hospital care. From 
FY 1967 to 1968 the Consumer Price Index 
(CPI) for medical care services increased by 8 
percent while the price of a semiprivate room in 
a hospital increased by 16 percent. 

The recent increases in expenditures have 
been mainly due to price increases. The CPI for 
medical care services increased by 13.3 percent 
from FY 1974 to 1975 and by 10.6 percent from 
FY· 1975 to 1976. The price of a semiprivate 
room in a hospital increased by 16.4 percent and 
then by another 15.2 percent. The CPI for hos
pital service charges, which was set at 100 in 
January 1972 when it was introduced, was at 
147.1 at, the end of FY 1976. 

The amount spent on inpatient care ac
counted for most of the recent increase in ex
penditures for medical care of the elderly just 
as it accounted for the largest part of the increase 
over the decade. While per capita expenditures 
for hospital care increased at an average rate of 
14.5 percent and expenditures for nursing home 
care increased at an average rate of I 7.8 percent 
per year from FY 1966 to 1976, the average an
nual rate of increase for all other medical care 
services combined was 9.3 percent. As a result, 
the proportion of the total which was paid to 
inpatient facilities increased. 

The amount spent on physicians' services for 
the elderly increased less over the decade but is 
now increasing as rapidly as hospital expendi
tures. From FY 1966 to 1976 per capita ex-
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Table E. Estimated per capita personal health care expenditures for persons 65 years and over, by type of expenditure: United States, fiscal years 1966-76 
(Data are compiled from a number of government and private sources!" 

Type of expenditure 1966 1967 1968 1969 1970 1971 1972 • 1973 1974 1975 1976 

Expenditures per person 

Total $445.25 $509.09 $617.72 $716.78 $790.84 $877.48 $966.92 $1,0,47.43 $1,109.54 $1,335.72 $1,521.36 

Hpspital care 177.84 197.63 258.20 313.46 340.17 378.28 416.91 451.03 485.04 605.09 688.59 
Physician services 
Dentist services 

89.57 
12.86 

108.97 
13.80 

118.17 
14.96 

131.38 
15.53 

139.09 
16.20 

146.14 
17.0il 

157.68 
17.90 

166.98 
17.69 

178.64 
24.91 

218,86 
28.67 

255.97 
31.53 

Other professional services ___ 11.51 12.74 13.91 13.94 14.60 15.44 17.19 18.33 17.47 20.92 23.31, 
Drug and drug sundries 
Eyeglasses and appliances ___ 

62.40 
15.40 

67.57 
17.42 

71.25 
18.83 

77.97 
19.22 

85.32 
19.11 

87.85 
18.89 

91.66 
19.19 

96.68 
20.44 

106.21 
16.80 

113.64 
17.42 

121.22 
18.86 

Nursing home care 68.39 84.94 113.56 133.18 162.76 202.39 237.79 264.38 261.53 308.54 350.61 
Other health services 7.29 6.02 8.84 12.10 13.59 11.49 8.59 11.93 18.92 22.49 31.31 

SOURCES: For data years 1966-72, Social Security Administration: Compendium of National Health Expenditures Data, DHEW Pub. No. (SSA) 76-11927, Social 
Security Administration, Washington, U.S. Government Printing Office, 1976; for data years 1973-75, Mueller, M. S., and Gibson, R. M.: Age differences in health 
care spending, fiscal year 1975, Social Security Bulletin, 39(6):18-31, June 1976; for data year 1976 (and revisions of previous years), Gibson, R. M., Mueller, M. S., 
and Fisher, C.R.: Age differences in health care spending, fiscal year 1976, Social Security Bulletin, 40(8):3-14, Aug. 1977. 
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penditures for physicians' services increased at 
an average annual'rate of II.I percent. From 
FY 1974 to 1975 they increased by 23 percent 
and from FY 1975 to 1976 by 17 percent. Physi
cians' fees did not increase as much over the 
IO years as hospital prices. The average annual 
rate of increase was 7.1 percent per year from 
FY 1966 to 1976 but from FY 1974 to i975 
physicians' fees rose by 12.8 percent and from 
FY 1975 to 1976 by 11.4 percent. 

Part of the price increase has undoubtedly 
been due to catching up after the end of the 
Economic Stabilization Program which re
strained the amount hospitals could charge pa
tients without restraining the amount hospitals 
were charged for goods, services, and labor. Part 
was due to new services and newly introduced 
technology which are supported by everyone 
using the facility not just those patients using 
the new services or technology. That is true for 
services and technical equipment in a physician's 
office also. Equipment must be paid for by some
one and the cost is passed on to all patients who 
have it available, not just those who use it. 

One of the major shifts in expenditures has 
been the increased proportion of the bill paid 
for out of public funds. Concurrently, the pro
portion paid for out of the elderly individuals' 
own resources decreased from 53 to 27 percent. 
However, the actual amount paid directly in
creased over the IO years from $236.72 per per
son in FY 1966 to $403.53 in FY 1976. The 
rate of increase in direct payments has been 
much greater in the past few years (13 percent 
from FY 1974 to 1975 and 15 percent from 
FY 1975 to 1976) than the rate of increase in 
the total CPI. Because this is money paid di
rectly, people are intensely aware of it in the 
same way they are aware of increases in the price 
of food, clothing, and shelter. 

Medicare 
The Medicare and Medicaid programs strongly 

influence the manner in which medical care for 
the elderly is paid and the way in which services 
are utilized. Understanding of at least the Medi
care program is essential to understanding the 
expenditures for medical care. In FY 1966, be
fore the two programs went into operation, pub
lic funds financed 30 percent of medical care 

expenditures for the aged. In FY 1976 the public 
share was 68 percent; 43 percent of all medical 
care of the elderly was paid for by Medicare 
alone. 

There was rapid growth in the proportion 
of the total bill paid out of Medicare at the 
beginning of the program. Then from FY 1969 
to 1974 the Medicare share of the medical bill 
for people 65 years and over decreased from 
45 percent to 41 percent for a number of rea
sons. The average length of hospital stay de
clined during much of the period 1969-1974. As 
a result, the patient's initial share of the hospital 
bill (a deductible roughly equivalent to the 
average cost nationally of a day of care) became 
a larger proportion of the total bill, and the 
Medicare proportion became smaller (Mueller 
and Gibson, 1976). 

Additionally, the proportion of expenditures 
for outpatient hospital diagnostic and thera
peutic services, which are included as hospital 
expenses but paid from the Medicare supple
mentary medical insurance trust fund, has been 
increasing. The,se e_xpe_ns~ are_reiµiburse!'.l ~t a 
lower rate than those for inpatient hospital care, 
mainly because of the 20-percent coinsurance 
requirement. 

Premiums paid by enrollees for supplemen
tary medical insurance, Part B of the ,benefit 
package, also increased. When Medicare began, 
the monthly premium was $3.00. By July 1976 
the premium was $7.20 per month. 

The decline in Medicare's share of expendi
tures for physicians' services resulted partly from 
the increase in the deductible from $50 to $60 
in 1973, but even more important was the de
crease in the proportion of claims for which 
physicians accepted assignment. Physicians who 
do not accept assignment may- bill patients for 
more than Medicare's "reasonable charges." In 
FY 1969 the net assignment rate (excluding 
hospital-based physicians) was 61 percent; in 
1974 it was only 52 percent. As a result, a greater 
proportion of total charges was met through 
private insurance, Medicaid, or out-of-pocket 
payments by the patient, and a smaller propor
tion by Medicare (Mueller and Gibson, 1976). 

Since 1974, Medicare's share of the bill for the 
elderly has risen again. Supplementary medical 
insurance benefits rose somewhat, largely be
cause of catchup increases in physicians' fees 
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following the end of the Economic Stabilization 
Program. Medicare placed a limit ,of 55 percent 
on fee increases in determining its calendar-year 
base for FY 1974 payments. The amounts paid 
physicians in FY 1975, however, were based on 
pre~ailing and customary charges deri'ved from 
actual charges in calendar year 1973. Increased 
utilization of medical services, increased charges 
for outpatient services, extension of Medicare 
coverage to services· performed by independent 
physical therapists, and· elimination of coinsur
ance payments for home health visits have all 
contributed to the sharp rise in supplementary 
medical insurance benefits. Another factor was 
submission of bills on a more frequent, "even 
flow" basis by physicians accepting assignment, 
a practice encouraged by the carriers. Benefi
ciaries, probably feeling the effects of the reces
sion and the pinch of inflation, on their incomes, 
also submitted their bills more frequently. 

The Medicare program pays for care in nurs
ing homes only under certain conditions and 
does not pay for dental care,out-of-hospital pre
scribed drugs, or eyeglasses. Because of these 
program limitations, Medicare's share in the 
financing of total health care for the aged has 
not been as great as its share in financing hos
pital and medical services. 

The role of private health insurance with re
spect to expenditures for the aged diminished 
rapidly with the advent of the Medicare pro
gram. Insurance for this group now generally 
only supplements or complemems the Medicare 
benefit structure. Although the nnmb~r of aged 
persons who carry private insurance is now even 
larger than it was before Medicare, ,insurance 
payments make up only about 5 percent of the 
elderly's total outlay_s, compared with about 
16 percent in 1966. 

The Current Situation 

In FY 1976, when $34.9 billion were spent on 
medical care of the elderly, the largest single 
item on the bill was hospital care which ac
counted for 45 percent of all personal health 
care expenditures for people 65 years and over. 
Hospital care alone cost $15.8 billion, or an 
average of}~688.59 for each elderly ·person in the 
United States. 

The amount spent on hospital care for the 

elderly is bound to increase if utilization con
ti!)Ues at its current rate and prices continue to 
rise. E,ven during FY 1976 while the CPI for all 
items increased by 5.9 percent, hospital service 
charges increased by 12.2 percent, and semi
private room charges by 13.9 percent and prices 
have continued to rise, although at a slower rate 
in FY 1977. 

Fortunately for the elderly individual who 
is hospitalized, almost all of the bill is paid out 
of public funds. In FY 1976, 91 percent of the 
bill for hospital care of the elderly was met out 
of public funds; the Medicare program alone 
paid for 71 percent. The 9 percent not covered 
by public funds, which amounted to $1.4 bil
lion, was not covered primarily because of the 
deductible under Medicare. That must be paid 
for by the patient out of his own resources or by 
private health insurance. 

Several recent analyses of Medicare data re
veal wide variation from area to area in the cost 
of hospital care for the elderly. Gornick (1976) 
pointed out that in 1973 the mean charge per 
day ranged from $90 in the South to $129 in the 
\Vest. Mean charges per enrollee, which reflect 
the combined effect of the discharge rate, length 
of stay, and charge per day, ranged from $319 
in the South to $450 in the Northeast. 

Another study conducted by the Social Secu
rity Administration, based on a 20-percent sam
ple of Medicare claims in 1974, compared utili
zation for selected diagnoses in 65 conditional 
Professional Standards Review Organizations 
(PSRO"s) (Gaus, 1976). The daily charge varied 
from S75 in a Mississippi PSRO to $187 in a 
New York PSRO; the mean was $ll8. The aver
age charge per hospital stay ranged from $652 
to $2,486, with a mean of $1,234. 

This geographic variation in the cost of hos
pital care is due to differenres in room and serv• 
ice charges, differences in rates of surgery or 
use of other procedures, and differences in the 
length of time the patient remains in the hos
pital. In essence, geographic differentials reflect 
variations in medical care practice and charges 
rather than differences in the health of elderly 
people. 

The second largest item on the medical care 
bill for the elderly in FY 1976 was care in nurs
ing homes which accounted for 23 percent of the 
total. Nursing home care cost $8.0 billion or 
$350.61 for each elderly person. 
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Over half (54 percent) of the bill for care 
in nursing homes was paid out of public funds. 
Unlike the hospital bill, however, very little 
(4 percent) of the nursing home bill was paid 
for out of Medicare. Medicaid was the primary 
source of.public funds, providing 48 percent of 
the money in FY 1976. 

Thus $3.7 billion were paid for out of private 
funds in FY 1976. This was the largest item 
privately paid for, and almost· all of it had to be 
paid for out of patient or family resources since 
private health insurance seldom covers care in 
a nursing home. 

Medicaid will not pay for care in a nursing 
home as long as the patient has resources. While 
some families have current income to fund long
term care in a nursing home, many do not. 
Much of this private spending represents deple
tion of assets by patients ineligible for Medicaid. 

More than half (61 percent) of the elderly 
residents in nursing homes at the beginning of 
1974 had been in the home for a year or more 
at that time. Although relatively few people rely 
on nursing homes for care, many of those who 
do must finance costs over a long period of time 
without public funding, which helps pay such a 
large portion of hospital costs. 

The third largest item in the bill for medical 
care of the el,;lerly was for physicians' services. 
In FY 1976 physicians' services accounted for 
17 percent of the bill for a total of $5.9 billion 
or $255.97 for each person 65 years and over. 

Over half (59 percent) of the bill for physi
cians' services was paid out of public funds. Like 
the hospital bill, the major part (55 percent) of 
the bill for physicians' services was paid for out 
of Medicare. Other public funding paid only 
4 percent of the bill in FY 1976. Ninety-three 
percent of the bill for physicians' services was 
for services which were covered by Medicare but 
beneficiary payments for deductibles, coinsur
ance, and liabilities for reasonable charges re
duced the actual payments by Medicare from 
$5.4 billion to $3.2 billion. 

Hospital care, nursing home care, and physi
cians' services together accounted for $29.7 bil
lion or 85 percent of the $34.9 billion spent on 
health care of the elderly in FY 1976. They ac
counted for $22.1 billion or 94 percent of all 
public funds and for $14.7 billion or 98 percent 
of the Medicare expenditures for elderly people. 

Other services, including dentists' services, ac
counted for $2:0 J1illion in FY-1976 or $86.15 
for each elderly person. 

Almost all of the $0.7 billion spent on dental 
services was privately financed; Medicare paid 
no part of'the bill and Medicaid only 4 percent. 
Since private health insurance very seldom 
covers dental services, it i:an be assumed that on 
the average elderly people spent $29.66 out of 
pocket on dentaf services. 

Other professional services cost $0.5 billion in 
FY 1976 and all other health services $0.7 "bil
lion. About 83 percent of the $1.3 billion spent 
on these services came from public funds; pro
fessional services were financed mostly by Medi
care and other health services by Medicaid and 
other public funds. Thus the private cost of 
these services amounted to less than $10 per 
elderly person ($9.47). 

In addition to health care and services, medi
cal care involves supplies. Drugs, glasses, :.nd 
orthopedic appliances are needed by elderly peo
ple with chronic conditions or impairments and 
for episodes of acute illness. In FY 1976, $3.2 bil
lion were spent on drugs, eyeglasses, and appli
ances for elderly people. Only $0.4 billion or 
12 percent of the expenditure was financed by 
public funds. 

Drugs and drug sundries alone cost $2.8 bil
lion or $121.22 for each elderly person. Medi
caia paid for 14 percent of this bill, leaving $2.4 
billion or $104.09 per person to be financed pri
vately. Again, private health insurance seldom 
pays for drugs; they are paid for by the indi
vidual. For the elderly person with a chrOnic 
condition requiring ongoing drug therapy, the 
out-of-pocket cost can be enormous. 

Drugs account for only 8 percent of the total 
medical bill of the elderly but for 21 percent of 
the private bill. Drugs are the largest out-of. 
pocket medical expense for elderly people living 
in the community. 

Eyeglasses and appliances cost $0.4 billion in 
FY 1976, almost all of which (98 percent) had 
to be paid for privately. These aids are a very 
small item on the total bill (only I percent), or 
on th~ privately funded bill (4 percent), but 
there is some evidence that expenditures for 
these items are low because elderly people are 
going without them. Costs have been rising 
faster than expenditures, indicating decreasing 
utilization. 
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CONCLUSION 

Increased prevalence of chronic conditions 
'!nd longer duration of acute conditions fre
quently accompany aging. Stress due, to chang
ing life conditions such as retirement, inability 
to live independentlY,; or death of family mem
bers and friends may also occur more frequently 
as people age. Thus the needs for many kinds of 
care are great in old age. Care should be pro-

vided with dignity and made accessible so that 
elderly people can live· to their capacity. Old age 
should not be a burden on the individual o, on 
society. 

Fortunately, research on aging is focusing on 
comprehensive investigations of the normal 
physiological changes with age; the behavioral 
constitution of ,the aged; the social, cultural, and 
economic environment in which. the elderly live; 
and the means of delivering needed health serv
ices to the elderly. 
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Exhibit 19 

A Chronology 
of Major,1 
Health Legislation 

According to Article I, Section 8, of the U.S. Constitution, "The 
Congress shall have power To . . . provide for the common de
fense and general welfare of the "Cnited States" and "To regulate 
commerce with foreign nations, and among the several States, and 
wi:h the Indian tribes." Ever since 1789, when the Constitution 
became effective, Congress has enacted (and Presidents have 
signed into faw) a great deal of legislation in support of the health 
of Americans under both the' "General \Velfare Clause" and the 
"Commerce Clause" of Section 8. 

The following list of laws is by no means complete; but it should 
serve to illustrate how a national policy on public health has 
evolved over the years through legislation, influenced by science, 
the growth of the Nation on this continent, the increased com
plexity of the relationship between commerce and health, and the 
emergence in this century of the "politics of health." Invaluable 
assistance was received from the legislative offices of many Fed
eral agencies, the staffs of the se\'eral health committees of the 
Congress, and the O.ffice of the Federal Register of the National 
Archives and Records Servire. From a mountain of possible cita
tions· we made the final choices. ""e accept full responsibility for 
any errors or omissions and promise that these will be corrected 
in time for the Tricentennial printing. 

The Numbering System 

In addition to the s1,1bstance of health legislation, the numbering 
system of all legislation evoh·ed during the past two centuries. 
Beginning on June 1, 1789, and continuing through December 14, 
1901, Congress enacted public and private laws that were pub
lished as "chapters" in numbered volumes of "statutes" (U.S. 
Statutes at Lctr.Qe). The customary citation, however, was the page 
number of the statute volume, e\'en though several chapters may 
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have appeared on a page. Thus, the Vaccination Act proposed by 
President Jefferson was commonly referred to as "2 Stat. 806"
it appeared on page 806 of the second volume of statutes enacted 
by Congress. However, that specific law was officially Chapter 37, 
passed ·during the Second Session of the Twelfth Congre~s. In the 
list below, numbers 1. through 12. are presented to show the Con
gress, the Session of that Congress, and the Chapter .designation 
for each law. Thus, "2 Stat. 806" has been translated to be 12 
(Il)-37 for clarity, although it is not yet accepted by legal 
scholars. 

During the first dec-ade of this century, Congress separated the 
public laws and private laws, gave each category its own number
ing system, but maintained the chapter designations, also. As be
fore, the numbering began anew with the opening of each Session 
of the Congress. Hence, the Food and Drugs Act of' 1906 was 
known as "Public, No. 384." But there could be more than one of 
these "Public, No.'s" with each Ses::,ion. This•-changed somewhat 
during the Second Session of the 60th Congress; all the "Public, 
No.'s" were put into continuous sequence-but the chaptering 
started all over again with each Session. 

In 1941, at the opening of the First Session of the 77th Con
gress, the designation "Public Law" was employed. The chapter
ing system was also employed, but began to fall into disuse. With 
the First Session of the 85th Congress, in January of 1957, Con
gress finally dropped the chapter designations altogether, main
tained the "Publjc Law" title, and continued numbering each 
enacted statute in sequence regardless of Session. And to really 
clarify and simplify the designation, Congress also placed the 
number of that particular sitting of the Congress as a prefix. 
Hence the Air Quality Act is identified below as Public Law 90-
148 (or PL 90-148), the 148th piece of legislation enacted by the 
Congress and signed by the President during the sitting of the 
90th Congress. (The actual number of the law is assigned by the 
Office of the Federal Regist~r of the National _Archives and Reg
ister Service, upon notification that the President has indeed 
signed it.) 

The citations below are, therefore, consistent: each one identi
fies the Congress and the law, as it came up for passage. Legal 
authorities do not use this system, so the reader is_ cautioned 
against rooting about in law libraries with our citations as his or 
her only beginning point. It is, nevertheless, a rational system, for 
which we off er no apology at all : 
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Year 
1794 ~ 

Citation 
(i)-61 

Title 
Act of June 9, 

1794 

Su.mmaru of Pu.r.Pose 
Authorized appointment of a· 
health officer for the Port of 
Baltimore, Md. 

1796 4 (I)-31 Act Relative to 
Quarantine 

Directed Revenue officers to exe-
cute health and quarantine 
regulations at U.S. ports of 

) entry. 

179& 5 (II)-77 Act for the Relief 
of Sick & Dis-
abled Sea,nen 

Imposed 20¢ tax on seamen's· 
wages to provide funds for 
their health care. 

1799 5 (III):-12 Act Respecting 
Quarantine and 
Health Laws 

Placed supervision of inaritime 
quarantine in Treasury Dept.; 
authorized assistance to States 
for their quarantine laws. 

1811 11 (III)...:26 Act Establishing 
Navy Hospitals 
and a Hospital 
Fund 

Created fund to build naval hos-
pitals. 

1813 12 (II)-37 Act to Encourage 
Vaccination 

Effort by Pres. Jefferson to.en-
.courage vaccination, especially 
against cowpox; created post of 
Vaccination Agent, with (lim-
ited) free mailing privileges. 

1818 15 (l)-61 Act Regulating the 
Staff of the Army 

Created a Medical Department 
under a Surgeon General. 

1847 29 (II)-8 ., Act to Raise Addi-
tional Military 
Force 

Gave military rank to Army 
medical officers. 

1848 30 (I)-70 [11Z-port Drugs Act The first Federal statute to in-
sure the quality of drugs. 

1862 37 (II)-166 
Act to Grant 

Pensions 
Provided compensation for all 
U.S. veterans (their dependents 
and sur,·ivors) for service-
connected injuries, disabilities, 
or death; established principle 
of medical care and hospitali-
zation. 

1863 37 (IIl)-111 Act to Incorporate 
the National 
Academy of 
Sciences 

Provided the Federal Govern-
ment with an official yet inde-
pendent advisor on questions of 
science and technology. 

1866 39 (I)-21 Disabled Volunteer 
Soldiers Act 

Authorized a National Asylum 
(later called a "Home") for 
disabled veterans of Civil War. 

1870 41 (II)-169 Act to Reorganize 
the Mai-ine Hos-
pita[ Ser-dee 

Authorized the Secretary of 
the Treasury to create the Office 
of Supervising Surgeon, Marine 
Hospital Sel'\·ice (forerunner of 
the Surgeon General, USPHS). 
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Year 
1878 

Citation 
45 (II)-66 

Title 
Act to Enforce 

Quarantine on 
Vessels and 
Vehicles 

Summaru of Pu7po•e 

Created a "national quarantine 
system" to supervise efforts to 
control epidemic diseases. 

1879 45 (III)-202 Act to Establish a 
National Board of 
He((,lth 

Created, for a four-year period, 
a Board to cooperate with State 
and local boards of health on 
"all matters affecting the public 
health." 

1887 49 (II)-311 Act to Establish a 
Hospital Corps 

Formal establishment of career 
opportunities for enlisted per-
sonnel in the Army Medical 
Dept. 

1889 50 (II)-19 Act to Regulate 
Appointments in 
the Marine Hos-
pital Service 

Created the Com.missioned Corps 
of the Marine Hospital Service; 
appointed by President, ap-
proved by Senate. 

1890 51 (I)-51 Act to Pre-vent· 
Interstate Spread 
of Disease 

Gave the Marine Hospital 
Service interstate quarantine 
authority. 

1891 51 (II)-555 Animal Inspection 
Act 

Required inspection of animals 
for diseases before slaughter 
and subsequent export or inter-
state shipment. 

1899 55 (III)-425 Rivers and Harbors 
Act ("Refuse 
Act") 

Prohibited the dumping of 
wastes into navigable waters 
without a permit from the Corps 
of Engineers. 

1901 56 (II)-192 Army Reorganiza-
tion Act 

Established the Nurse Corps 
("female") as a permanent part 
of the Army's Medical Depart-
ment. 

1902 57 (I)-236 Reorganization Act Changed name to Public Health 
and Marine Hospital Service 
with six divisions (including 
research at the Hygienic 
Laboratory). 

1902 57 (I)-244 Biologics Control 
Act 

Ordered the licensing and regu-
lation of interstate sales of 
sermns, vaccines, etc., for use 
in humans. 

1906 59 (I)-382 Agriculture Depart-
ment Appropria-
tions 

Called for regular inspection of 
meat-packing plants to combat 
unsanitary conditions (sep-
arated out as Meat Inspection 
Act of 1907). 

1906 59 (I)-384 Food and Dntgs Act Prohibited interstate commerce 
in misbranded and adulterated 
foods, drinks, and drugs. 
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Y~a1' 
1910 61 

Citation 
(II)-152 

Title 
In.qecticide A ct 

Summary of Purpoac 
Prohihitc>d the interstate trnns-
port of adulterated or mis-
branded insecticides. 

1912 62-116 Act to Establish a 
Childrcn•'s Bureau 

First effor·t to establish maternal 
and child health -care programs 
at the Federai level. 

1912 62-265 i:. Reorganization Act Changed name to Public llealth 
Service and authori~ed field 
investigations and studies. 

1912 62-301 The Sherley 
A mendm.en t 

Prohibited the labeling of medi-
cines with false and misleading-
therapeutic claims. 

1914 62-223 Ha.rrison Narcotics Established Federal ·controls 
Act over narcotics users and sup-

pliers, includin"g physicians and 
hospitals. 

1917 65-90 War Risk Insurance 
Act 

Authoriz~d money compensation, 
insurance, vocational rehabilita-
tion, and medical and hospital 
care for WW I veterans. 

1919 65:-193 A r1ny A ppropria-
tions Act 

Designed to con1irol"venereal 
disease in the Army; ·also 
created a PHS Division of 
Venereal Disease. 

1921 67-47 The Sweet Act Established the Veterans 
q 

C, 

.., 

Bureau as an independent 
agency:-with control of hospitals 
and outpatient services for . 
veterans. 

1921 67-97 Sheppard-Towner 
Act 

Established the Board of 
Maternal and Infant Hygiene; 
led to strengthened Federal and 
State child health programs. 

1924 68-238 Oil Pollution Act Prohibited "the dumping of oil 
into navigable waters except in 
dire emergencies, etc. 

1926 69-254 A.ir Co1111ne1·ce Act Extended quarantine regulations 
for travelers arriving in the 
United States 'by air. 

1929 70-672 Narcntics Act of. Authorized "narcotic farms" for 
1929 addicts (later built at Lexing-

ton, Ky., and Fort Worth, 
Texas) and set up a Narcotics 
Division in PHS 'to administer: 
them, and do other rel:\ted work. 

1930 71-251 Act to Establish a 
National Institute 
nf Health 

Reorganized the original Marine 
Hospital Sen·ice Hygienic Lab-
oratory into the National In-
i:titute of Health. 
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Year 
1930 

Citation 
71-357 

Title 
Bureau of Narcotics 

Act 

Summa1"J of Purz,oae 

Created a separate Bureau of 
Narcotics within the Treasury 
Dept.; changed PHS Narcotics 
Division to Division of Mental 
Hygiene. 

1930 71-536 Veterans Affairs 
Consolidation Act 

Crea~edthe Veterans Adminis-
tration by consolidating the 
Veterans Bureau, Pension 
Bureau, and National Home for 
Disabled Volunteer Soldiers. 

1935 74-241 Social Security 
Act 

Provided for the first time 
grants-in-aid to States for such 
public health activities as ma-
ternal and child care, aid to 
crippled children, blind persons, 
the aged, and other health-
impaired persons. 

1936 74-846 Walsh-Healy Act Authorized Federal regulation 
of industrial safety in com-
panies doing business with the 
government. 

1937 75-244 National Cancer Established National Cancer In-
Institute Act stitute to coordinate research 

related to cancer. 

1938 75-540 LaFollette-
Bulwinkle (VD 
Control Act) 

Provided grants-in-aid to States 
and other authorities to investi-
gate and control venereal disease. 

1938 75-717 Federal Food, Drug, 
and Cosmetic Act 

Extended Federal authority to 
act against adulterated and 
misbranded food, drug, and 
cosmetic products. 

1939 76-19 Reorganization Act 
of 1939 

Transferred the PHS from 
Treasury to a new .Federal Se-
curity Agency. 

1941 77-146 The Nurse Training 
Act 

Supported schools of nursing to 
increase their enrollments and 
help strengthen their facili-
ties. 

1941 77-366 Insulin Certification 
Amendment of 
FD&CAct 

Required pre-marketing batch 
certification of insulin drugs. 

1943 78-38 Act to Provide for 
the Appointment 
of Female Phy-
sicians and Sur-
geonsin the 
Army. 

Gave women and men equal I .,
rank, pay, allowances, and' 
privileges in the Army Medical 
Corps. 
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Year Citation Title Summa7'l/ of Purpoae 

1943 78-74 Nurse Training Act Provided intial funding for the 
Nurse Cadet Corps in the Pub-
lie Health Service. 

1944 78-410 Public Health. Consolidated all PHS author-
Service Act ities into a single statute 

(42 USC). 

1945 79-139 ... Antibiotic Certifi,ca-
tion Amendment 

Required pre-marketing batch 
certification of penicillin ( other 
antibiotics added in later 
amendments). 

1946 79-293 Medical and Surgi- Established a Dept. of Medicine 
cal Act and Surgery in VA; removed it 

from Civil Service control; 
authorized medical student 
residencies in VA hospitals. 

1946 79-396 National School Authorized a national school 
Lunch Act lunch program. 

1946 79-487 National Mental Authorized major Federal sup-
Health Act port for mental health research, 

diagnosis, prevention, and 
treatment; changed PHS 
Division of Mental Health to 
National Institute of Mental 
Health; established State 
grants-in-aid for mental health. 

1946 79-725 Hospital Survey and The Hill-Burton Act to support 
Construction Act surveys, plans, and new 

l!, facilities. 
1947 80-36 t Women's ll!edical Established a permanent Nurs-

Specialist Corps ing Corps in the Army and 
Navy; permitted dietitians and 
physical therapists to join a 
Specialist Corps. 

1947 80-104 Federal Insecticide, Required all pesticides to be 
Fungicide, and registered prior to sale and be 
Rodenticide Act properly labeled for use. 

1948 80--655 National Heart Act Authorized aid for research, 
training, and other programs 
related to heart disease; estab-
lished the National Heart 
Institute; acknowledged a 
plural NIH. 

1948 80-755 National Dental Authorized aid for research on 
Research Act dental diseases and conditions; 

established a National Institute 
of Dental Research at NIH. 

1948 80-845 Water Pollution. Authorized PHS to help States 

91 
Control Act develop water pollution control 

programs and to aid in the 
planning of sewage treatment 
plants. 
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Year 

1949 
Citation 

81-380 
Title 

Hospital Surz·ey 
and Consti-w.:tfon 
.tlmendment.~ 

Summary of Purpose 

Increased 1''ederal financial as-
sistance to promote effecti,.-e 
de,.-elopment and utilization of 
hospital services and facilities. 

1949 81-439 r1gricultiiral .4ct 
of 19!,9 

Authorized donations of com-
modities acquired under price 
support pl"ograms for school 
lunch and for feeding the needy. 

1950 81.-507 r1ct to Establish a 
National Science 
Foundation 

Set up an autonomous NSF and 
strengthened the concept of Fed-
eral support for university-
based research in physical, 
medical, and social sciences. 

1950 81-692 National Research 
Institiites Act 

Expanded the National Insti-
tutes of Health to include 
research and training relating to 
arthritis, rheumatism, multiple 
sclerosis, cerebral palsy, 
epilepsy, polio, blindness, 
leprosy, and other diseases. 

1951 82-215 Durham-Humphrey 
Amendments 

Established category of pre-
scription drugs, requiring label-
ing and medical supervision, as 
separate from nonprescription 
drugs. 

1954 88-482 Medical Facilities Extended aid to chronic hos-
Sur11ey and Con-
struction A ct 

pitals, rehabilitation facilities, 
and nursing homes. 

1954 88-568 Act to Transfer 
Indian Health 
Responsibility to 
the Public Health 

Placed responsibility for main-
tenance and operation of Indian 
health facilities in PHS rather 
than Bureau of Indian Affairs. 

Service 

1955 84-159 Air Pollution 
Control Act 

Provided aid to States, regions, 
and localities for research and 
control programs to protect air 
quality. 

1955 84-182 Mental Health 
Study Act 

Authorized grants to nongovern-
mental organizations for partial 
support of a national study and 
reevaluation Qf the human and 
economic problems of mental 
illness. 

1955 84-377 Polio Vaccination Provided assistance to State 
Assistance Act vaccination programs. 

1956 84-569 Depe1zdents Medical 
Care Act 

Set up program of primarily 
inpatient medical care for de-
pendents of military personnel 
(CHAMPUS). 
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Year Citati°" TiUa Summar,J of Purpose 

1956 84-652 Nati01U1,l Health Provided for a continuing 
Survey Act survey and special studies of 

sickness and disability in the 
U.S. 

1956 84-660 Water Pollution Established water pollution con-
Control Act trol programs on interstate 

waterways; expanded research 
and aid to States for sewage 
treatment. 

1956 84-835 Health Research Aided construction of research 
Facilities Act facilities. 

1956 84-911 Health Amendments Increase"d mental health staff 
and skills. 

1956 84-941 National Ubrary Transferred responsibility for 
of Medicine Act the library to the Public Health 

Service. 

1957 85-151 Indian Health Provided for construction of 
Assistance Act health facilities for Indians. 

1957 85-172 Poultry Products First Federal effort at man-
Inspection Act datory inspection of poultry 

products (similar to efforts in 
meat inspection). 

1958 85-340 Social Security Provided States with minimum 
Amendments maternal and child health grants 

and extended authority to Guam. 

1958 85-929 Food Additive Required pre-marketing clear-
Amendments to ance for new food additives; 
theFD&CAct !!Stablished a GRAS (generally 

recognized as safe) category; 
prohibited the approval of any 
additive "found to induce can-
cer in man or animal" (the 
so-called "Delaney clause"). 

1959 86-382 Federal Employees Authorized program of prepaid 
Health Benefits health insurance.for employees 
Act of Federal Executive and 

Legislative Branches. 

1960 86-610 International Health Provided for international co-
Research Act operation fo research, research 

training, and planning. 

1960 86-613 Federal Hazardous- Required prominent label warn-
Substances Label- ing on hazardous household or 
ing Act workplace chemical products. 

1960 86-778 Social Security Authorized grants to States for 
Amendments medical assistance for tl1e aged. 

h (Kerr-Mills) 

1961 87-395 Community Health To improve community facilities 
Services and and services for aged and 
Facilities Act others. 
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Yea.-
1962 

Citation 
87-692 

Title 
Assistance to 

Summa.-u of Pu.-pose 
Authorized Federal aid for 

Migratory Work- clinics serving migratory agri-
ers Act cultural workers and families. 

1962 87-781 Kefauver-Harris Required improved manufactur-
Drug Amendments ing practices, better reporting, 

the assurance of efficacy as well 
as safety, and strengthened 
regulation in the drug industry. 

1962 87-838 National Institutes Established an Institute to 
of Child Health coordinate and expand research 
and Human De- into childhood diseases and hu-
velopment and man growth and a second insti-
General Medical tute of General Medical Sciences 
Sciences Act to coordinate inter-Institute re-

search and handle "all other" 
diseases. 

1962 87-868 Vaccination Aided programs that attacked 
Assistance Act whooping cough, polio,.diphtheria, 

and tetanus. 
1963 88-129 Health Professions Aided training of physicians, 

Educational dentists, public health personnel, 
Assistance Act and others. 

1963 88-156 Maternal and Child Initiated program of compre-
Health and Mental hensive maternity and infant 
Retardation care and mental retardation 
Planning A mend- prevention. 
ments 

1963 88-164 Mental Retardation Provided aid for the construe-
Facilities and tion of these facilities and 
Comnmnity centers; became the basic law 
Mental Health for mental health centers' 
Centers Constrllc- staffing, programming, etc. 
tion Act 

1963 88-206 Clean Air Act Authorized direct grants to 
States and local governments for 
air pollution control; established 
Federal enforcement in inter-
state air pollution; directed 
major research efforts into 
motor vehicle exhaust, removal 
of sulfur from fuel, and the 
development of air quality 
criteria. 

1964 88-352 Civil Rights Act Title VI provided that "no per-
son in the United States shall, 
on the ground of race, color or 
national origin, be excluded 
from participation in, be denied 
the benefits of, or be subjected 
to discrimination under an~• pro-
gram or activity receiving Fed-
eral financial assistance." 
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Year 

1964 
Citation 

88-525 
Title 

Food Stamp Act 
Summary o.f PttrJmsr 

Authorized food stamp program 
for low-income persons to buy 
nutritious food for balance<! 
diet. 

1964 88-581 Nurse Training Act Pi:ovided special FedC'ral i•ffort 
for training professional nurs-
ing personnel. 

1965 89-74 Drug Abuse Control 
Amendments 

Established enforcement pro-
cedures to control depressants, 
stimulants, and hallucinogens. 

1965 89-92 Federal Cigarette 
Labeling and 
Advertising Act 

Informed the public of health 
hazards of cigarette smoking. 

1965 89-97 Social Seciirity 
Ame11dme11ts 

Established health insurance for 
aged and grants to States for 
medical assistance programs 
(Medicare and Medicaid). 

1965 89-239 Heart Disease, 
Cancer, and 
Stroke A 111 end-
ments 

Established Region Medical 
Programs for rcsC'arch ti-ainiug 
and sharing of new knowledge 
in heart disem:;c, cancer, and 
stroke. 

1965 89-272 Clean Air Act 
Amendments 

Directed Federal regulation of 
motor vehicle exhaust (Title 1); 
C'stablished program of Fcdl'ral 
research and grants-in-aid in 
solid waste disposal (Titll' Tl). 

1965 89-290 Hea.Uh Profession.~ 
Educational Assis-
tance Amendments 

Aided schools of mcdicinc, 
osteopathy, and dentistry; pro-
vided scholarships and loans; 
and aided construction. 

1966 89-563 Na.t.ional Traffic Provided for a eoordinated na-
a.11.d ·Moto1· Ve-
hicle Safet11 Act 

tional safety program and 
established safety standards for 
motor vehicles in interstatc 
commerce. 

1966 89-614 Amendments to 
CHAMPUS 

Broadened eligibility to 
CHAMPUS and extended bene-

(Military De-
pendents Act) 

fits beyond i_npatient care. 

1966 89-642 Child Nutrition Act Established Federal program of 
research and support for child 
nutrition; authorized school 
breakfast program. 

1966 89-749 

d 

Comprehensi1•e 
Health Plann.i11g 
and Public Health 
Services Amend-
ments 

Promoted health planning and 
improved public health services; 
authorized broad research, 
demonstration, and training 
programs in Federal-State-local 
partnership. 
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Year 

1966 
Citation 

89-751 
Title 

Allied Health Pro-
fessions Personnel 
Act 

Sum1nary of Pur1101u• 

Initial effort to support the 
training of allied health work-
ers; also provided student loans 
for health professionals. 

1966 89-753 Clean Water 
Restoration Act 

Expanded, strengthened, and 
centralized water pollution pro-
grams in the Department of thr 
Interior; new efforts in sewage 
treatment, purification, ecology. 

1!)66 89-785 VA Assi.•ta11ce Act Permitted th,i VA to share, 
rather than replicate, sprc:ial-
ized medical resources nf nthrr 
Federal, State, and local 
agencies. 

1966 89-793 Narcotic Addict 
Rehabilitation Act 

Authorized programs to clral 
more effectively with narcotic 
addiction as a puhlic: health 
issue. 

l!l67 90-148 Air Qualit71 Act Established program of critrria 
and standards deYelopment and 
enforcement to control air pol-
lution; set up air quality rr-
gions; o,·,•rall Hlri•ng-th1•11ing 
of the Federal rnle. 

l!J67 90-174 Partnership for 
Health Am.end-
mentR 

Expanded health planning and 
services; broadened health ser-
vices research and demor.-
strations; and improYed clinical 
laboratories. 

1967 90-201 ·wholesale Meat Act Amended, updated, and ex-
panded Meat 'Insprction Act of 
1907; brought all meat plants in 
intra- as well aH interstatr 
commerce under control. 

1967 90-222 Economic Oppm·-
tunit11 A mend-

Authorized grants for Compre-
hensive Health Services and 

ments other programs for the poor. 

1967 90-248 Socia.l Secnl"ity 
Amendments 

Consolidated maternal and child 
health authorities, extended 
grants for family planning and 
dental health. 

1968 90-407 Ame11dme11ts to NSF 
Act of 19,'i0 

Expandrd the authorities of tlw 
National Science Foundation to 
include major support of ap-
plied research in thr sciencrs. 

1968 90-411 Aircraft Nofae 
Ahn.fe111e11f. Act 

Amended Federal Aviation Acl; 
first government effort to deal 
with health hazards of noise. 
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Year Citation Title Summary of Purpose 

1968 90-456 Lister Hill National Designated the title for-a"na-
Center for Bio- tional center for biomedical com-
medical Com- munications within the National 
munications Library of Medicine, NIH. 
Designation 

i968 90-490 Health Manpower Authorized formula institutional 
Act grants for training all health 

professionals; added pharmacy 
and veterinary medicine. 

1968 90-492' Wholesome Poultry Amended, updated, and ex-
Products Act panded the 1957 Poultry Act to 

make poultry inspection similar 
to updated Meat Inspection 
program. 

1968 90-574 Health Services Extended grants for RMP's and 
Amendment migrant health services; pro-

vided treatment facilities for 
alcoholics and narcotic addicts. 

[968 90-602 Radiation Control Authorized setting of safe per-
for Health and formance standards for elec-
Safety Act tronic products such as x-ray 

machines, television sets, micro-
wave ovens, etc.; established 
procedures for enforcement. 

1969 91-173 l!'ederal Coal Mine Protected the health and safety 
Health and Safety of coal miners. 
Act 

969 91-190 National Environ- Stated the concern of Congress 
mental Policy Act for preserving the environment 

and to "stimulate the health and 
welfare of man"; created the 
.Council on Environmental Qua!-
ity to advise the President; re-
quired environmental impact 
statements before major Pederal 
actions. 

970 91-211 CJom.munity Mental Extended grants for community 
Health Ce11ters mental health centers and fa-
Amendments cilities for alcoholics and 

narcotic addicts and established 
programs for children's mental 
health. 

fl70 91-222 Public Health Banned cigarette advertising 
Cigarette Smoic- from radio and television. 
ing Act 

!170 91-512 Resource Recrn•ery Shifted emphasis from solid ,..
' Act :waste disposal to overall prob-

lems of control, recovery, and 
recycling of wastes. 
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Year 
1970 

Citation 
91-513 

Title 
Comprehensive Drug 

A bzcse Prei,ention 
and Control Act 

Summary o.f Purponc 

Increased aid for research ; 
strengthened prevention, treat-
ment, rehabilitation programs. 

1970 91-517 Developmental Dis-
abilities Services 
and Facilities 
Constrllction 
Amendments 

Assisted States to develop and 
impiement plans for provision 
of comprehensive services to 
persons affected by mental 
retardation and other de\·elop-
mentaj disabilities. 

1970 91-519 Health Training 
Improvement Act 

Provided expanded aid to ail 
allied health professions. 

1970 91-572 Family Planning 
Services and 

Expanded and coordinatrd Slff-

vices and rrsearch adh·itics. 
Po7mlation Re-
search Act 

1970 91-596 Occllprr.timwl 
Safety and 
Hea.lthAct 

ProvidPd Federal program of 
standard-setting and enforce-
ment to assure safe and health-
ful conditions in the workplace. 

1970 91-604 Clean Air Act 
A m.endm.e1its 

Strengthened and expanded air 
pollution control activities; 
placed broad regulatory rcspon-
sibility in new Em·ironmental 
Protection Agency, in OJH•ration 
as of December 2, 1970. 

1970 91-616 Comprehensfoe 
Alcohol Abuse and 

Established National I nsti lull! 
on Alcohol Abuse and Alcohol-

Alcoholism Pre-
i,ention, Treat-
ment, and 
Rehabilitation 

ism; provided a comprrhensivr 
aid program to States and 
localities. 

Act 

1970 91-628 Emergency Health 
Personnel A ct 

Provided assistance to health 
manpo\,·er shortage areas 
through a new National lll'alth 
Ser,ice Corps. 

1971 91-695 Lead-Based Paint 
Poisoni11u Pre1•e11.• 
tion Act 

Authorized Federal help to 
communities wishing to elim-
inate the causes of lead-haserl 
paint poisoning. 

1971 92-157 Comprehemive 
Health Man.71ower 
Training A ct 

Expanded and strengthened 
Federal programs for the devPl-
opment of health manpower. 

1971 92-158 Nursl' Training Act Expanded and strengthened 
Federal efforts specifically di-
rected toward nurse training. 

1971 92-218 National Cancer Act Expanded national effort 
against cancer. 
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Year 
1972 

Citation 

92-294 
Title 

National Sickle Cell 
Summary of Purpose 

Provided for control of and re-
Anemia Control search into sickle cell anemia. 
Act 

1972 92-303 Amendments to Provided benefits and other as-
Federal Coal sistance for coal miners suffer-
Mine H&S Act ing from black lung diseases. 

1972 92-414 National Cooley's 
Anemia Control 
Act 

Provided assistance for pro-
grams of diagnosis, prevention, 
and treatment. 

1972 92-423 National Heart, 
Blood Vessel, 
Lung, and Blood 
Act 

Enlarged the National Heart 
and Lung Institute and author-
ized broad studies in blood 
management. 

1972 92-426 Uniformed Serpices 
Health Pro/es-
sions Revitaliza-

Established a Uniformed Ser-
vices University of the Health 
Sciences and an Armed Forces 

tion Act Health Professions Scholarship 
Program. 

1972 92-433 National School 
Lunch and Child 
Nutrition A mend-
ments 

Added funds to support nutri-
tious diets for pregnant and 
lactating women and for infants 
and children (the "WIC" pro-
gram). 

1972 92-500 Federal Water 
Pollution Control 
Amendments 

Totally revised Federal water 
program; shifted efforts from 
the preservation of available 
water quality to the improve-
ment of quality through tech-
no logy; set as a goal the 
elimination of pollutant dis-
charges from all navigable 
waters. 

1972 92-~13 Motor Vehicle 
Information and 
Cost Savings Act 

Established diagnostic and 
demonstration projects to reduce 
auto-related safety and health 
hazards. 

1972 

1D72 

92-516 

92-541 
• 

Federal E1wiron-
mental Pesticide 
Control Act 

VA Medical School 
.1ssistance and 

Expanded and strengthened 
provisions on product registra-
tion, labeling, environmental 
protection, registration of manu-
facturers, and national moni-
toring of pesticide residues in 
water and food . 

Authorized VA to help estab-
lish 8 State medical schools and 

Health Manpower 
Training Act 

provide grant support to exist-
iug medical schools. 
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Yea,-

.1972 
Citation 

92-573 
Tith: 

Consnmer Product 
SummaTU of PurpoRC 

Created the Consunwr Product 
Safety Act Safety Commission; transferred 

enforcement of Hazardous 
Substances, Flammable Fabrics, 
Poison Prevention Packaging 
Acts to CPSC; expanded and 
strengthened Federal effort in 
safety and prevention. 

1972 92-574 Noise Control Act Authorized broad Federal pro-
gram to coordinate noise re-
search and control activities, 
establish standards, and improw 
public information. 

1972 92-603 Social Security Extended health insurance hene-
Amendments fits to the disabled and to end-

stage renal disr.ase patients; 
established Professional Stan-
<lards Review Organization pro-
gram; and expanded research 
and demonstrations of financing 
mechanisms. 

1972 93-154 Emergency Medical Provided aid to States and lo-
Ser11ices Systems calilies lo estahlh;h coordinalccl. 
Act cost-effective areawide EMS sys 

terns. 
1973 93-222 Health Maintenance As$isted in the establishment 

Organization Act and expans~on of HMOs. 

1974 98-247 Child Abuse Preven- Created a National Center on 
tion and Treat- Child Abuse and Neglect; au-
ment Act thorized research and demon-

stration grants to States and 
_other public and private 
agencies. 

1974 98-270 Sudden Infant Provided assistance for re-
Death Syndrome search, training, and extensh·e 
Act public education concerning 

SIDS. 

1974 93-281 Narcotic Addict Provided for registration of 
Treatment Act practitioners. 

1974 93-286 Research on Aging Established National Institute 
Act on Aging within the NIH. 

1974 93-819 Energy Swpply and Directed the National Institut• 
Coordination Act of Environmental Health 

Sciences to study the effects of 
chronic exposure to sulfur 
oxides. . 

1974 93-848 National Research Established research training 
Act awards and the National Com-

mission for the Protection of 
Human Subjects. 
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l'ear Citation Title SummaTl/ of Purpoae 

1974 93-352 National Cancer Improved the national cancer 
Amendments program and established a Bio-

medical Research Panel. 

1974 93-353 Health Services Revised and expanded health 
Research, Health statistics and services research 
Statistics, and programs; established a Na-
Medical Libraries tional Center for each one; 
Act expanded aid to non-Federal 

medical libraries. 

1974 93-354 National Diabetes Expanded diabetes research and 
M ellitus Research public education programs. 
and Education Act 

1974 93-523 Safe DrinHng Requires EPA to set natior~l 
Water Act drinking water standards and to 

aid States and localities in en-
forcement. 

1974 93-640 National Established National Commis-
Arthritis Act sion on Arthritis and coordi-

nated arthritis programs in 
NIH. 

]975 93-641 National Health Authorized major Federal re-. 
Planning and Re- organization of health planning 
sources Develop- programs, including Hill-
ment Aot Burton; set up national desig-

nation of local Health Services 
Areas and governing agencies. 

1975 94-63 Health Revenue Established National Center for 
Sharing and :J?revention and Control of Rape; 
Nurse Training revised and extended National 
Act Health Service Corps, Com-

munity Mental Health Centers, 
migrant health, family planning, 
and other programs; strength-
ened the nurse training pro-
gram. 

1975 94-103 Developmentally Expanded national effort and 
Disabled Assis- protected rights of the develop-
tance and Bill of mentally disabled. 
Rights Act 

1976 94-295 Medical Device A-uthorized broad FDA regula-
Amendments to tory power over medical devices; 
FD&C Act required premarket approval 

for new devices (similar to pro-
cedure for new drugs); inter-
state commerce is presum~d for 
all devices to be seized as 
violative (i.e., intrastate protec-
tion is superceded). 

U.S. GOVERNMENT PRINTING OFFICE: 1976 0-587-808 
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Appena1x 1 
page 18 

94th Conaress 

Medicaid Technical A::lendments (?.L.94-48) 

Health Services and !lursa Training Act ;,:ncnd::i~nts 
(P.L.94-63) 

Council on -Wage and Price Stability Act i-.-:ie::d:nents 
(P.L.94-78) 

Developmentally Disabled Assistance and Bill of Right~ 
Act (P.L.94-103) 

National School Lunch Act and Child Nct.rition Act 
A::lendments (P.L.94-105) 

Special Pay for Veter.:ins Administ.rat.ion !!ealth Care 
Personnel (P.L.94-123) 

Older ;,.-:iericans ;,::,endments of 1975 (?.L.94-135) 

Medicare Deadline A.-:ienc:mcnts (?.L.94-~62) 

Regional Development Act (?.L.94-188) 

Rehabilitation Act Extension of 197G (P.L. 94-230) 

The Drug Abuse Office and Treatment Act ;..-:iend.-:icnts 
(P. L. 94-237) 

Health Research anC Heal:h Ser·:ices ;,_-::c~C.~e:1t.s of 1976 
(P.L.94-278) 

Medical Devices A.-:iendmcnts (P.L.94-295) 

National Health Information and Disease ?re•:cnt:.on Act 
(P.L.94-317) 

Release of Infor:::acion Concarni~g nr~cd :c:ces ~~rsonn 
(P.L.94-321) 

The Oepart:nent o! Defense Appropriation Au~horizution 
Act (P.L.94-361) 

:-1edicare Extension ;,mendr:ients (P.L.94-3681 

Com;:rehensive Alcohol Abuse and Alcoholism ?rc·.·cnticn, 
Treatment, and Rehabilitation Act A.-:icnd:nents 
(P .... 94-371) 

Supplemental Security Inco=c ?ayrnents in Lie~ o! :oo~ 
Stamps (P.L.9~-379) 

Source: Washington Report on Health Legislation. Major Health Leaisla:ion: 
A Comoendium of Health Laws Passed By the Conaress Since 19i4. The 94th 
and 95th Congresses. Washington, D.C.: Washington Heaith Letters of 
of McGraw-Hill, Inc., 1979. 
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Appendix J.\ 
page 19 

National Swine Flu Immunization Program of 1976 
{P.L.94-3S0~ 

Government in the Sunshine Act (P.L.94-409) 

State Veterans' Ho~cs Assistilnce (P.L.9~-412) 

Indian Health Care Improvement Act (P.L.9-:-437j 

Health Provisions oE P.L.94-455, The Tax Reform Act 
of 1976 

Health Maintenance ·Orgilniziltion Amendrnt•:1ts of l9i6 
(P.L.94-460} 

:-tilita::y Medical !-talpractice (P.L.94-464) 

Toxic Substances Control Act (?.L.94-469) 

Health Professions E:c:.lC3tional Assistance ,,ct .. of 1976 
(P.L.?4--18-1} 

Medical Care for Allied Servicemen (?.L.94-491) 

Office of Inspector General (?.L.94-505) 

~uits Under Medicaid {P.L.94-552) 

Arthritis, Diabetes, anc•'Digestive Disease ;.r.;end:::ents 
(?.L.94-562) 

Social Security Taxes for Certain Nonprofi ~ 
Organi:ations (?.L.94-563) 

\ 

E:nergency !-tedical Services .:unenc:nen ts (?. L. 94-Si 3) 

Judicial Review of ,;dministrative Agency ,,ctions 
{?.L.94-574) 

Veterans Crnnibus Health Cil?:"O Act of l9i6 (?.L.94-561) 



960Appendix l 
page 20 

95th Congress 

Health Planning and Health Services Research and Statistics 
Extension Act (P.L.95-83) 

Uniformed Services Medical.Officers Special Pay Provisions 
(P.L.95-114) 

The Medicare-Medicaid Anti-Fraud and Abuse Amendments 
.(P.L.95-142) 

The National School Lunch Act and Child Nutrition 
Amendments (P.L.95-166} 

Health Scholarship Tax Exemption lP.L.95-171) 

Veterans ;,drninistration Physicians and Dentists Pa::' 
Comparability A.T.end.T.ents (P.L.95-201) 

Saccharin Study and L.Jbeling Act (P.L.95-203) 

Rural Heal th Clinics Under :-tcdic.1rc and !·ledicaid 
(P.L.95-210) 

Health Professions Educ.Jtion ,'\.'llcndrr.cn::: (P .L.95-215) 

The Federal ?rogra.'ll Information Act (?.L.95-220) 

Medicare End Stage Renal Disease Program l-..men=~cnts 
(.?.L.95-292) 

The Comprehensive Older Americans Act (?.L.95-~78) 

Veterans Ad.'llinistration Programs Extension Act (P.L.95-520) 

':'he Housing and Community Oe~elopment A.T.end.~cnts of 1978 
(.?.L.95-557) 

The Health Maintenance Org.1nization A::lend.'llents (?.~.95-559; 

Rehabilitation, Comprehensive Services, and Develop:ental 
Oisal::lilities A.~endments (P.L~9S-602) 

The Federal Physicians Comparability Allowance Act 
{P .L. 95-603) 

Family Planning Act Extension (P.L.95-613} 

COl:l.'llunity Mental Health Centers and Biomedical P.esea:::ch 
Extension Act (P.L.95-622) 

Heal~, Services Research, Health Statistics and Health Care 
Technology Act (P.L.95-623} 

~he Health Services and Centers A.~enc.~e~ts (?.L.95-526) 
* U. S. GOVERNMENT PRINTING OFFICE : 1981 730-471/2269 
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