







































































In fact, by any objective measure, Medicare is the most
efficiently-administered health insurance program in the world. As
we showed you in charts last month (attached), since 1983 it has
also significantly outperformed the private sector in terms of cost
containment, despite insuring an increasingly sick and disabled
population. And while there are serious problems in the Medicare
HMO program - which we are in the process of fixing - Medicare is
still the largest buyer of HMO services in the world.

As the extent of the flap over last month's leak that we were
even considering integration of Medicare into Health Care Reform
reveals, Medicare beneficiaries are not only extremely protective
of the program, but highly mobilized. Moreover, to the extent that
we reinforce the notion that the government can not even run this
most popular of all its programs, we give ammunition to those who
would arque that we are incapable of the far more complex task of
administering Health Care Reform. We thus run the risk of
alienating our friends while giving comfort to our enemies.

For thirty years, Democrats of all persuasions have considered
Medicare one of our proudest accomplishments. As New Democrats, we
should improve upon and modernize those accomplishments rather than
appearing to agree too readily with those who never believed in the
principle of social insurance for the aged and disabled in the
first place. Otherwise, we run the risk of sending out some very
confused and confusing signals about our views on health care and
Health Care Reform.

Attachment

ceis Carol Rasco
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Comparison of Growth Rates in Hospital Expenditures Per Enrollee:
Private Health Insurance and Medicare 1984-1991
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Comparison of Growth Rates in Physician Expenditures Per Enrollee:
Private Health Insurance and Medicare 1984-1991
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Office of the Assistant Secretary
for Health

SEP 1 0 1993 Washington DC 20201

MEMORANDUM FOR THE FIRST LADY
From: The Assistant Secretary for Health

Subject: Public Health Initiatives Under Reform

The success of the Health Security Act ultimately will be judged by whether it improves the
health of Americans at an affordable cost and reduces disparities in health status across
different sectors of the population. While universal insurance coverage and market reforms
will go a long way toward achieving these goals, a restructured and strengthened public health
system is equally important. Experience here and in other countries has clearly demonstrated
that insurance coverage alone does not automatically result in access to needed care, and that
personal medical services are not sufficient to protect or improve the health of the population.
The Public Health Service initiatives within the Health Security Act will ensure that the
promise of health care reform is realized by:

. removing nonfinancial barriers to care, thereby assuring that all Americans have
access to the services to which they are entitled;

S protecting and improving the health of populations through programs directed
at disease prevention and health promotion;

. creating a workforce that meets today’s needs, by providing Americans with
comprehensive, coordinated, patient-centered care; and

. supporting informed decisionmaking by consumers, providers, and policymakers
through data collection, performance monitoring, and health-related research.

The proposed initiatives envision a new and far more effective role for the public health system
under reform than was possible in the past. Working in concert with alliances, health plans,
and providers, public health will provide the reformed delivery system with vital support. This
will benefit the health care system financially because plan expenses and alliance premiums
will be lowered to the extent that the health status of their populations is improved. At the
same time, the responsibility of alliances and plans for defined populations, and their ability
to inform and educate individual patients and practitioners within these populations, will assist
the public health system in meeting its objectives.



Public Health Access Initiatives

As you are aware, lack of health insurance is only one barrier to medical care. Others include
an inadequate supply of providers and health plans; lack of transportation, translation, and
child-care services; lack of understanding about the need for or availability of services, and
cultural gaps that stem from a lack of minority providers. Segments of the population
disproportionately affected by these barriers -- such as low-income, minority, rural, and inner-
city populations; children; the homeless; and persons suffering from conditions such as
HIV/AIDS, chronic mental illness, and serious disability -- often do not receive the services
to which they are entitled, resulting in reduced health status and quality of life.

We only need to think about the difficulties involved in providing covered services to hard-to-
reach populations (for example, prenatal care for rural or inner-city teens, tuberculosis
treatment for the homeless, substance abuse treatment for intravenous drug abusers) to
appreciate the limitations of market and insurance reforms in assuring access to care. Outreach
and enabling services will not be included in the comprehensive benefit package. Health plans
will be providing care for populations with whom they have little experience or expertise. And
plans will need additional assistance and incentives to expand into underserved areas and to
ensure that hard-to-reach populations get access to care.

Because of its longstanding role supporting safety-net providers, the Public Health Service is
uniquely positioned to deal with many of these problems. The proposed initiatives take
advantage of universal insurance coverage to shift the emphasis of public health funding from
providing personal health services that will be included in the benefit package to the equally
important task of removing nonfinancial barriers to care. The programs include:

. expansion of the National Health Service Corps to reduce the shortage of
primary care practitioners in medically underserved areas;

. a new capacity expansion program that will:

-- provide residents in underserved areas with an adequate supply and
choice of providers and plans;

-- support the development of practice networks that form the backbone
of community-oriented plans; and

-- ensure that all public health providers currently funded under Federal
programs become fully integrated in the new system;

. support for outreach, enabling, and linkage services through current categorical
and formula-grant programs and new grants to States;

. assurance of access and continuity of care for vulnerable populations through a



five-year program of mandatory reimbursement or contracting with essential
community providers; and

. support for the special needs of school-aged youth in high risk settings through
comprehensive health education programs and the provision of physical, mental
health, and social services in school-based clinics.

Some of these programs will be time-limited, such as those aimed at increasing the supply of
practitioners, practice networks, clinics, and health plans in underserved areas and at helping
providers currently supported by public sector funds adapt to the reformed delivery system.
Others, such as those designed to help alliances and plans reach out and deliver culturally-
sensitive care to vulnerable segments of their populations, will be ongoing, but with the
flexibility to address local community problems and changing needs over time. By assuring
access to needed services, these initiatives will protect not only the health of individuals, but
also (e.g., when services relate to the prevention or treatment of communicable diseases) of the
entire community as well.

Public Health Core Function and Prevention Initiatives

The American people depend on public health agencies to protect them against preventable
infectious disease outbreaks, to educate them about behavioral and environmental risks to their
health, and to protect their environments against health-threatening exposures. Historically, the
most important improvements in health status have derived from public health efforts directed
at entire populations rather than the provision of personal medical services. Yet the capacity
of public health agencies to deliver on their responsibilities has been seriously eroded in recent
years.

For the Nation as a whole, overall support for public health’s basic population-based functions
has fallen 25 percent behind increases in support for personal health care services during the
period from 1980 to 1993, from about 1.2 percent to 0.9 percent of total health care
expenditures. The consequences of this erosion have been tragic and costly: outbreaks of
childhood preventable diseases such as measles and pertussis in low-income inner cities where
immunizations have not been delivered; an outbreak of water-borne diseases affecting nearly
250,000 in one Wisconsin community; outbreaks of food-borne diseases resulting in deaths of
children in the Northwest; and failure to gain successes parallel to those in smoking for other
behaviorally-related health risk areas such as sexual behavior, alcohol abuse, dietary patterns,
and physical activity.

Failure to adequately support the primary public health functions of prevention and protection
jeopardizes both the health and economic objectives of reform. In 1982, the Institute of
Medicine estimated that only 10 percent of preventable early death, disease, and disability is
related to insufficient delivery of personal medical services, whereas 70 percent is related to
environmental and lifestyle factors that can be addressed by public health. In recent years,



however, especially with the challenge of HIV/AIDS, public health’s energies and resources
have increasingly been focused on providing personal health care services to the uninsured and
underinsured, to the detriment of essential, population-based functions.

The Health Security Act, by providing universal insurance coverage, will allow public health
agencies at the national, State, and local levels to turn their resources and expertise to carrying
out the core functions of public health. Equally important, by supporting the establishment of
alliances and health plans, it will enable public health agencies to link with these entities in
achieving population-wide health status improvements. The following initiatives are designed
to take full advantage of the opportunities inherent in reform:

. new grants to States to strengthen core public health functions at State and
community levels:

-- health data collection, surveillance, monitoring;

-- quality assurance; accountability for service delivery
-- protection of environment, housing, food, water

-- investigation/control of diseases and injuries

-- community information, education, mobilization

-- laboratory services

-- training and education of public health professionals

. funds to enhance the Federal capacity to support public health functions. This
program will achieve economies of scale by consolidating currently fragmented
data systems, enhancing communication of information, and providing States and
communities with expert technical assistance; and

. a competitive grant program to support the development and evaluation of
innovative interventions to address priority health problems of national and
regional significance (e.g., violence, immunization, cigarette smoking,
tuberculosis, HIV/AIDS).

Health Care Workforce

Ensuring access to quality care for all Americans under the Health Security Act will require
a national workforce policy. Additional practitioners will be needed to serve previously
uninsured or underinsured individuals, to provide care in rural and inner-city underserved areas,
and to provide culturally-sensitive care for ethnic and minority populations. Changes in the
specialty distribution and the training of practitioners will also be needed to help health plans
provide comprehensive, prevention-oriented care to all segments of their populations.

The proposed initiatives will assure that all federal funding is promoting a culturally diverse
workforce capable of providing high quality, patient centered care, even in underserved



communities.

National and regional councils will allocate funds to training programs to assure
that health plans in all geographic regions have access to an appropriate mix of
primary care and and specialty physicians;

The National Health Service Corps will be expanded and tax incentives will be
provided to attract and retain physicians in underserved rural and urban areas;

The Health Professions Training Programs will be redirected to shift the balance
of physicians from specialist to primary care and to increase the supply of nurse
practitioners and physician assistants; and

Medicare payments will be modified to increase payments for primary care
physicians.

Health Research Initiatives

Better information to guide decisions about care and consumer choice of plans is essential to
the Health Security Act. Three types of research are needed to provide this information.
Prevention research identifies avoidable causes of illness. Health services research increases
the ability of providers and plans to deliver effective, high-quality care. Evaluation research
provides reliable measures to evaluate the performance of health plans and also assesses the
extent to which reform is making health care available to all Americans.

The proposed research initiatives will support the needs of reform by:

Budget

expanding prevention research and promoting the development of health and
wellness interventions;

promoting a major expansion in quality, effectiveness, and outcomes research;

developing health plan quality and performance measures as well as clinical
practice guidelines; and

monitoring the effects of reform at national, State, and local levels.

Overall, the public health initiatives incorporated in the Health Security Act will require $4.8
billion in investment increases in FY 1996:
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. Public Health Access Initiatives $ 1.6 billion
. Public Health Core Function Initiatives $ 1.1 billion
. Health Care Workforce $ 0.2 billion
. Health Research Initiatives $ 1.9 billion

Attached is a table summarizing the investments for FY 1994 through FY 1998.

Clearly, there are existing programs within the Public Health Service (e.g., Community and
Migrant Health Centers, Maternal and Child Health, Family Planning Clinics, Mental Health
and Substance Abuse) that fund services which will be included in the comprehensive benefit
package under reform. Considerable new revenues will flow to the grantees of these programs
as reform becomes fully implemented. The plan under consultation with the Congress includes
a public health programs savings offset of $2 billion, primarily in the programs mentioned
above.

These public health programs also fund services that will not be paid for by plans, however,
such as outreach and enabling services. With universal coverage, additional persons are likely
to require such services to get the care to which they are entitled. Moreover, new programs,
such as the capacity expansion program and the school-aged youth initiative, will be required
to assure underserved and vulnerable populations access to care. It has been our assumption
in developing the budget for the public health initiative that the savings from payments for
covered services would be redirected to these new activities. It is OMB’s view, however, that
some or all of these savings should be returned to the Treasury in the form of reduced
appropriation levels for public health programs.

Political Considerations

Finally, we must consider the strong political support for public health programs. Critical
Members of the House and Senate will demand support for public health programs that address
the needs of the underserved under reform. These Members realize, through a long history of
advocating for underserved and vulnerable populations, that the President’s vision of access
to care for all Americans cannot be achieved through insurance reform alone. Unless the
Administration proposes a credible approach to these issues, it will not be positioned to
negotiate new, more effective public health strategies under reform as we have proposed.
Instead, the Congress is likely to continue categorical gra?t programs that do not reflect our

new agenda for change. / . /L L
a PMee, M.D.

Attachments

ceh Ira Magaziner
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